Free Report: 

How to Structure and Close Short Sale Deals with none of your own money and without using your credit in Today’s Market

By: D.C. Fawcett

The way that we structure the deal is in a manner so that you don’t have to buy the house, you don’t have to put any of your money at risk and you don’t have to use your credit.  This is a no risk deal.  The benefit to that is there no risk and we can do any size transaction with absolutely no risk.  The way that we structure it is we have two transactions on the same day.  Both transactions need to stand on their own which means it’s actually two transactions not one transaction.  
We used to do it as one transaction but that is no longer legal anymore.  The title companies are requiring that both transactions stand on their own.  Both need to have their own funding.  You may be wondering how am I going to fund the deal, how am I going to structure and close the short sale transaction with none of my own money if both transactions need to be funded.  I have a way around that and a way to help you with that.
In this situation, in this transaction that we are creating both lenders are disclosed to that there are two transactions going on.  The disclosures are written in the purchase and sale agreements.  I have created a brand new acquisitions package software for you.  That is on the membership site as well.  In that package has all of the new documents with the new disclosures and it will be putting a video tutorial on the site tomorrow that will walk you through creating and using that software package.  

I’m on page one if you have your hand out.  We’re looking at the first transaction and the second transaction.  The first transaction is where the seller is transferring the property to the investor or trustee.  That would be you.  We refer to the seller as the A party.  We refer to the investor and the trustee as the B party.  The investor and the trustee are the same people.  If you’re the trustee it’s the same as investor. 
 If you have a trustee then we consider it the same party.  In the second transaction the investor, trustee/you are transferring the property to your end buyer.  That is the C party. The first transaction the seller is transferring it to you and the second transaction you are transferring it to the end buyer.  On the day of closing this is what happens:  You bring the money to pay off the first transaction.  
You may asking me you said I was going to be doing this with no money.  Well you are really.  You’re bringing the money.  If you get a short sale approved for $500,000 and you have the house sold for $600,000 you have to bring $500,000 to closing.  You have to bring that.  Then when the second transaction closes you will get that money back plus the spread.  That is how you stay compliant in today’s market with closing deals through the title company.  If we are negotiating your deals for you I have an investor that will bring the money to the closing for you.  We call him Mr. X.  He will bring the $500,000 for the first closing.

That will close the first transaction then we be able to close the second transaction.  The end buyer, your buyer that you found and sold the house to will be bringing the total proceeds of the sale price to the table.  Mr. X will get his money back plus his small fee and then you will get the difference.  The trustee needs to bring the funds to the closing to fund the A, B transaction.  This is paying off the short sale transaction so Mr. X is paying off the short sale lender.  This transaction stands on its own.  
This is important because now the lender can no longer say well we were suppose to get $600,000 for this property because the property was sold for $600,000 on the same day.  No, they weren’t supposed to get $600,000 because we had our own independent transaction where we paid you off with $500,000 in cash.  
It says right in the purchase and sale agreement the new purchase and sale agreement that has the new disclosure in it.  It says in the contract that we are disclosing to the lender that we are selling the property to a third party.  That we are immediately marketing, listing and selling the property to a third party.  They can never come back at us and say that we defrauded them or anything like that.

This is complete disclosure.  We are telling all lenders what’s going on.  In the disclosure for the end buyers lender, the conventional lender or the FHA lender, however they’re funding the deal.  They are completely disclosed to as well.  They know that this transaction is contingent or subject to a previous transaction.  
If our second transaction, our B, C transaction cannot happen unless the first transaction happens.  Both of these transactions happen on the same day so it allows you to close the deal without bringing any money to the table, without bringing any money to the table, without using your credit.  
You don’t ever really take ownership of the home, you do but you do through trustee and the land trust.  You’re never on the hook for liability for a mortgage or making payments.  You’re never on the hook for a mortgage or making payments unless you promise the seller that you’re willing to do that.   Or unless you go out and get a mortgage to buy the property if you want to hold it for long term lease option property.

The end buyer, the C buyer brings the funds to closing to fund the B, C transaction.  That’s how everybody gets paid.  This pays off the entire transaction.  It pays off Mr. X and it pays you your spread.  That’s the overview of how it works.  Let’s talk a little about how we create the paperwork for this to work.  
 It should be an individual person, an individual name not a corporation.  I used to use a corporation but it’s not working the same anymore.  It’s not working as effective because the trustee is also the buyer for the property.  It needs to be congruent.  The trustee and buyer for the property need to match.  This is because of the two closings on the same day and the new laws of the title company.
The purchase and sale agreement names your trustee as agent.  You need to name an individual as the trustee; this would be your trustee or you.  The trustee is the buyer for the property. 
 When you’re filling out your purchase and sale agreement on the new acquisition paperwork package this is already done for you.  It says the trustees name is the same name that goes in the purchase and sale agreement right before it says as agent.  If I’m the trustee for the property on the purchase and sale agreement it’s going to say D. Fawcett as agent on the purchase and sale agreement.  This is the purchase and sale agreement that we’re sending to the bank.

The banks don’t like to see trusts or corporations doing short sales on properties anymore.  We show them that it’s an individual buying the property.  We do that by showing that it’s D. Fawcett as agent buying the property.  What am I as agent for?  I’m not a licensed real estate agent.  I’m an agent for the trust.  I’m also a trustee of the trust I can be the agent for the trust and I can be trustee of the trust as well. 
 The buyer for the property should be an individual. The trustee should be an individual.  It needs to be the same person for the A, B transaction.  That’s for the first transaction.  This is for the purchase and sale agreement going to the short sale lender.  

On page two on the example it showed the buyer D.Fawcett as agent.  I’m the agent for the trust.  It shows the seller.  In my example I’m buying the property from Harold Smith  and Linda Smith .  They’re the sellers.  When the software package fills out the paperwork they will fill out the warranty deed as D. Fawcett as trustee. 
 They’ll fill out the purchase and sale agreement as D. Fawcett as agent.  It will also fill out the warranty deed for the seller as Harold Smith and Linda Smith , husband and wife.  That is their legal name.  It has to have their marital status next to it in order it to be their legal name.   

The next document that we need for closing, there are a lot of other documents in the package that we don’t need for closing. Those are disclosures and supporting documents that you need to keep in your file but they’re not needed for closing unless somebody asks you for it.  A title company really doesn’t need to see the trust document.  That is for your records only.  Trustee does not need to disclose the trust document.  
On the purchase and sale agreement for the B,C transaction.  This is the second transaction.  They buyers name is going to be the name of the person who’s getting the mortgage to buy the property from you.  The seller’s name is going to be the trustee as trustee.  In this example it’s D. Fawcett as trustee.  Here are some notes about the B, C purchase and sale agreement.  
If you’re signing the purchase and sale agreement before the short sale is approved you need to set the closing for 60 days and disclose to the buyer that we are waiting for the short sale payoff.  If you’re signing the purchase and sale agreement after you have the short sale approved you should be setting it for a 25 day closing so 25 days from the date that you sign the contract you should be setting that closing date for.  
That gives them enough time to get their loan if they’re working with a good mortgage broker and you can control who the mortgage broker is that you’re working with.  It should either be you if you’re a mortgage broker or it should be  a mortgage broker that you prefer to work with that communicates with you daily that you know if going to get the loan done fast.  It’s very important in these situations that the mortgage broker do not waste any time.   
It needs to be done as fast as possible because the lender will usually give us 30 to 45 days to close and if it’s not closed by then we can get an extension but there’s always, always a risk of them not granting us an extension or in some cases when they do grant us an extension they make us pay for it.  They make us pay one month’s interest payment in order to get a 30 day extension.  

Getting extensions in the current market place is normal but they can cut you off at any time and say no we’re not giving you an extension.  Also, if there’s a sale date for the property sometimes they will not cancel the sale date because they don’t have confidence that you’re going to close or they just don’t want to deal with this property anymore.  We’re dealing with the personality of the loss mitigator.  
If they’re having a bad day, if they don’t like the seller; if the seller has pissed them off then they’re going to be vindictive and they try and get back at the seller.  That’s how they get their joys in their job.  
Some people over complicate it but its pretty simple.  You need to keep the individual as the person buying the property and the individual is also the trustee.  There are some situations where a corporation can be your trustee and an individual can be the buyer but it gets a little bit more complicated.  Not all title companies will oblige to that.  If you have some deeds now that are in the name of a corporate trustee it’s okay if that trustee, if a corporation is allowed to be a trustee in that state.  
Also a corporation or LLC is not allowed to be a trustee in all states.  I don’t know the laws on every single state.  I’m not an attorney so I can’t give you that information.  On the third page we’re looking an example with real numbers on it.  This 123 Main St.  We’ve got short sale approved on this property.  This is a hypothetical situation.  Short sale approved for one million dollars.  We’ve got the buyer.  Joe Buyer is buying the house and he’s offering us 1.2 million for the property.  
We’ve decided to accept the offer.  This is how the transaction works:  For the first transaction Harold Smith  is the seller.  He transferring the property to D. Fawcett.  The short sale is approved for one million dollars.  Mr. X comes to closing with the one million dollars and he pays off the short sale lender.  Harold Smith  is selling it to D.C. Fawcett as trustee but Harold Smith  is not getting the money because the short sale lender is getting the money.  Mr. X brings one million to the title company for that transaction.  That transaction is now closed.  

On the same day before that happened we did the second transaction.  All of the HUD’s were approved by both sides.  The HUD was approved for the short sale lender for that transaction.  The HUD was approved by the buyers lender for the second transaction.  The buyer Joe Buyer brings 1.2 million dollars to closing to buy the property.  Mr. X. gets his one million dollars plus his fee back on the same day.  
He only lends his money for one day.  Then the rest of the proceeds goes to the trustee.  It would be 1.2 minus one million twenty thousand so the proceeds we would be left with are 180,000 minus the closing costs.  The trustee gets the spread on the deal.  That pretty much is how the whole deal goes down without having to bring your own money, without having to buy the property yourself, get a mortgage, without having to make payments on the property during the whole transaction.  
This is how we structure all of our transactions.  They’re all short sales and they’re all quick turn deals.  The most important thing that I have to stress to you about building your business is that you need to always be prospecting for new deals whether it be getting referrals from realtors, finding deals in the MLS.  
I look forward to seeing you on the Online Seminar Thursday Night. 

It is going to be packed with content to help you with your foreclosure business. 

To Your Extreme Success, 

D.C. Fawcett

Appendix
How to Structure and Close Short Sale Deals with none of your own money and without using your credit in Today’s Market

By: D.C. Fawcett

Structure

2 Transactions on the Same Day

Both Transactions need to stand on their own. 

Both have their own Funding. 

Both lenders are disclosed to that there are 2 transactions going on. The Disclosures are in the purchase and sale agreements

1st Transaction


        2nd Transaction
Seller   ( Investor/Trustee

Investor/Trustee   (   End Buyer

   (A)
                 (B)



(B)

               (C)

Trustee Brings Funding


End Buyer Brings Funding 

to Payoff Short Sale



for Sale Price

D.C.’s Investor (Mr. X) Brings funds 
Trustee Gets paid the Spread

to closing if D.C. negotiates the deal

D.C.’s Investor gets his money back plus 2%

The Trustee needs to bring funds to closing to fund the A-B transaction.

This pays off the short sale transaction.

The End Buyer needs to bring funds to closing to fund the B-C transaction

This pays off the entire transaction. 

1. Create the Paperwork for your seller. 

2. Name an Individual as your Trustee. This is your trustee or you. 

3. The Trustee is also the Buyer for the Property. The Purchase and Sale Agreement names your Trustee as agent. The buyer for the property should be an individual. The bank wants to see an individual buying the house. They will be harder to negotiate with if a trustee or a corporation is the buyer. 

EX:   P&S Agreement for A-B (Transaction 1)
Buyer- D. Fawcett as agent (you are agent for the trust)



Seller- Seller Name(s) 




Harold and Linda Smith

EX:       Warranty Deed to Trustee



Trustee – D. Fawcett as trustee



Seller – Seller Legal Name(s)  

 


  Harold Smith and Linda Smith, husband and wife

EX:        P&S Agreement for B-C (Transaction 2)



Buyer – End Buyer Name (name of person the mortgage will be in)



Seller  -  D. Fawcett as trustee


Notes about the B-C P&S Agreement

If signing P&S before short sale is approved set closing for 60 days and disclose to buyer we are waiting for short sale payoff

If signing P&S after short sale is approved, set for 25 day closing

Ex: 
123 Main St. 

Short Sale approved for $1,000,000

Joe Buyer is the buyer for the house and offers $1,200,000

We Accept the offer.

1st Transaction


        2nd Transaction
Seller   ( Investor/Trustee

Investor/Trustee   (   End Buyer

   (A)
                 (B)



(B)

               (C)

Trustee Brings Funding


End Buyer Brings Funding 

to Payoff Short Sale



for Sale Price

D.C.’s Investor (Mr.X) Brings funds 

to closing if D.C. negotiates the deal


Trustee Gets paid the Spread

D.C.’s Investor gets his money back plus 2%

Harold Smith ( D. Fawcett


D. Fawcett  (   Joe Buyer
$1,000,000 to Short Sale Bank

Joe Buyer Brings $1,200,000 to closing

is paid off by Mr. X

Mr. X gets his money back plus 2%=$1,020,000







D. Fawcett gets    $1,200,000









   - $1,020,000










   $180,000 minus closing 
      costs
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