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				Dedication

				Just about every book I’ve ever read was dedicated to a special person...a spouse, friend, business partner, family member, or someone who was instrumental and had a great positive influence on the writer’s life. I’ve been very fortunate to have such a person in my life...my wife, Joanne. Aside from being a loving wife, my best friend and my partner, she’s always there when I need support, inspiration and encouragement.

				So this book is dedicated to my wonderful and understanding wife. And I not only want to express my thanks and appreciation for her support and patience, but also for not divorcing me during this ordeal. You wouldn’t believe how many problems I’ve been able to create getting this book to you. I’ve promised her that if I should ever write another book, I will let her share in that experience. After all, why I should I have all the fun while she slaves in her flower garden?

				This book was my first experience (and almost my last) working with computers and word processors. So far, I have managed to “blow” two computers completely out of existence.

				Those computers were replaced with one’s  that had all the latest whistles, bells and flashing lights. They could even talk to me. (I’m still trying to decide if I want a machine that talks back to me.) It had stuff that could do every thing from drawing pictures to reminding you of your next dentist appointment.

				However, there’s still one big problem with this fancy and sophisticated machine...the operator. I couldn’t figure out which buttons to push to do any particular thing that I wanted to do. (If you look up the definition for the world’s dumbest computer operator, you will get a picture of me.)

				After many hours punching the keys and getting the words pretty much the way I had attempted, I was able, without any help at all, to figure out exactly which key strokes would wipe out everything that I had managed to put there, and leave me with a clean and empty disk to start over.

				Thankfully, a good friend, who is a computer expert, together with the local computer shop, has been able to keep me going. But it hasn’t been easy. I can’t tell you how many times I’ve had computer problems and heard my friend, or the person at the computer store say, “Gee, I’ve never seen that happen before.” So the only logical explanation must be that I’m a human computer virus. It’s become a known fact that I can contaminate a computer by simply touching the keyboard.

				I have no idea how many hours I spent punching keys to get Deals On Wheels to the printer. Joanne says if I can only manage to sell about four million copies, I might wind up making a minimum wage salary. She says she’s heard of football widows, fishing widows, golf widows, and lots of other “widows,” but she considers herself the first known computer widow. I think I’m beginning to understand why she won’t get near a computer.


				



			

	





			
				Introduction

				If you ask 10 different people for their definition of success, you would probably get 10 different answers. Many would probably say that being rich is the answer. I would disagree with that answer, because I think it takes more than money to make you successful, or happy. Having financial security is important, but equally important is to have the financial freedom. What good is 10 million dollars if you can’t take time to enjoy life?


				I know people who already have more money than they could possibly ever spend, but they still won’t slow down and enjoy the simple things of life. It seems impossible for them to imagine that the world won’t end if they get away from the office and take a nice vacation. That office is like a prison to them, and their only priority seems to be to make another super deal. And they never know when enough, is enough.

				Learning To Be Successful

				I believe in order to be successful, you should first decide what it is you want to do. Once you decide what you want to do, then you should learn from the most successful people that have either done, or are doing, what you want to do. If you can’t associate with those people directly, then buy and study any books, tapes or courses they have available. If they give seminars, make plans to attend. And be willing to pay for your education.

				It doesn’t make sense to take advice from your barber, or hairdresser unless you want to learn how to cut hair. But that’s exactly what some people will do. There’s always plenty of free advice, but most of it comes from the very people that are the least qualified to give advice. I’m a firm believer that advice should be measured by the success of the person giving the advice. If the person giving the advice hasn’t accomplished much for themselves, then why would you want to take advice from that person?

				Invest In Yourself

				We have always been willing to invest first in ourselves. And we’ve spent a lot of money, a lot of time, and a lot of effort doing so. We’ve attended many, many seminars over the years in order to learn from the people that are successful doing the things we wanted to do. And it’s been well worth the effort and expense. Without the knowledge that we were able to obtain from those seminars and teachers, we might still be working a job instead of enjoying financial security, and financial freedom.

				It was at one of those seminars, while sitting around enjoying a “cool one” after class, that I got to talking about the used mobile home business. I was explaining to several people how we were buying, selling, and financing older used mobile homes, and creating some very high yield notes.

				This happened on several different occasions, and I couldn’t help noticing the interest and excitement from some of the group when I was running some of my deals by them. I was a little puzzled and couldn’t understand why they were getting so excited. It was no big deal to me...I simply bought a used mobile home at a good price, sold it for a better price and financed the sale. When the deal was done, I had a good high yield note, and had obligated someone to send me a check each month.

				Several of the folks asked me to write a book, or make some tapes on what I was doing in order to teach them. I said, “I just told you how...buy a used mobile home, wholesale for cash, sell retail on credit, and carry the note.” It seemed so simple to me, why would they need any more information? But then I realized that most things are not so simple to the person who has never done it. It only gets simple after you’ve learned how, and have actually done some deals.

				On my way home from that seminar I kept thinking about what some of them had said about wanting me to teach them how to get into the mobile home business. And it was then that I started to realize that maybe some people needed written material, or an audio tape, as learning tools. So the idea for this book was born. Until then, I never dreamed I had a book in me. I’m just glad I didn’t die with this book still in me.

				Now, I have to confess that up until then the idea that I would ever be writing a book seemed about as remote as becoming an astronaut. But after some encouragement from several people, and especially from one very special person, I decided “Why not?” After thinking it over, I realized that all I needed to do was put in writing what I had been doing all along.

				So Bill, thanks for joining us at breakfast that morning and giving me the encouragement, inspiration and confidence that I needed to write this book. Sometimes all it takes to realize that you can accomplish something you never though possible, is for just one person to give you that little push you need. And that person was my good friend, Bill Roche.

			

			
				So for whatever it’s worth, here’s the book that I never dreamed I would write. Even with all the problems I’ve encountered, I’ve really enjoying writing it. And I sincerely hope you enjoy reading it. But more than that, I hope it will inspire you to get into the mobile home business and make money. It’s a great business.

				Before I go any further, let me explain that I know nothing about writing a book, I’ve always had trouble writing a letter. I’m sure you will find errors in spelling, grammar and all the things that make for a well-written book. But, I want you to realize that not all the mistakes are there by accident. Some have been placed there on purpose and for a reason. Realizing that some people in this world are always looking for something to complain about, or find fault with, I have tried to satisfy those people.

				What I have attempted to do with this book is explain in complete detail just how you can make high returns on your money by buying and selling older, inexpensive mobile homes. By financing the sales of those homes, you can create some very good notes that will provide you an excellent cash flow with a minimum amount of work.

				I would like to add also, that this concept will work on anything that you’re willing to loan money on and accept as collateral. So if you don’t like mobile homes, find something you do like and use this same concept. It’s a proven system that works. And it will work where you live.


				



			

	





			
				Foreword

				Let me begin by giving you a brief history of our background and how we got started in the mobile home business. For almost 30 years, Joanne and I were real estate investors. We bought, rented, and managed our own houses and apartments on a full time basis. You might say that we were two people without a “job.”

				We did all of our business as private investors, and never had a real estate license. Since we never intended to list and sell property and deal with the public, I didn’t feel that a real estate license would be of any benefit. On the contrary, a license would probably have been a hindrance. Having a real estate license would have required us to reveal that we were real estate agents every time we did a deal. And some buyers and sellers seem to have the opinion that if you are a licensed agent, you’re a trained killer. In many cases, buyers and sellers seem to be more comfortable dealing with a private party, rather than a licensed broker.

				We’ve bought some properties that were listed with Realtors, but never used an agent to sell a property. And there’s a reason for that. My experience has shown that the two biggest deal killers are attorneys and real estate agents. Also, I felt we were just as experienced, or more so, than most of the agents and brokers.

				However, I do have a mobile home dealership license, which is required in my state (and in most, if not all states) to buy and sell mobile homes. But still, most of our mobile home business is done with private parties, rather than dealers.

				When we were in the rental business we did everything from plunging the toilets, to making repairs, to evicting bad tenants. You name anything about tenants and rental property, good or bad, (especially bad), and I’ll bet you we’ve experienced it. And believe it or not, there was a time that we actually thought we were having fun. At least it seemed like fun at the time. Funny how time has a way of changing your thinking. It’s hard to imagine now how dealing with tenants, and working on rental properties could have been fun.


				Our entire company has always consisted of Joanne and me...we’re it. That’s the way it’s always been, and that’s the way it will always be. We purposely kept it that way in order to have full control of our lives. We have no office hours to keep, no employees to call in sick, and no one to complain to union officials about their rights being violated. And we’ve been able to keep the government involvement to a minimum.

				We didn’t want the worry and problems that comes with running a company with employees and all the headaches that go with it. Maybe we could have made more money if we had, but I’m sure we would not have had the freedom, and the fun we’ve had by keeping it small and simple.

				Staying in control of our lives, and business, has enabled us to do what most people can’t do. Since we didn’t have a “job,” we were able to stay home if we didn’t feel like working that day. If we decided to lock the doors and take a trip to the other side of the world, we did. So we’ve been able to enjoy not only financial security, but financial freedom. Financial security is a wonderful thing, but without the financial freedom to go along with it, life could be very boring and unfulfilled. If you’re smart enough to make a lot of money, you should be smart enough to spend part of it enjoying life.

				So real estate has been very, very good to us, and I don’t know of anything I would have traded it for until I discovered the used mobile home business. But, it just so happened that one morning I woke up and discovered I had come down with a very bad illness...I was sick of tenants. It was then I realized that I had enjoyed as many tenants and rental properties as I could stand. I think the proper term is, “burned out.” I don’t know of any prescription, or pills you can take to get rid of this kind of sickness...you just have to eliminate the cause. And that’s what we started doing, by selling off our rental properties.

				We sold most of our properties by offering to finance the sale, the same as we do with mobile homes. We got whatever down payment we were happy with and carried the balance on a note. The payments from the notes still provided us with a check from the property each month, but without the tenant and management problems that we had become sick of. When I discovered how nice it was to get a check with no tenants, no management, and no maintenance problems, I shouted, “Hey, this is all right, I think I’ve found a cure for my illness.”

				This was about the time we started learning how to buy discounted notes and mortgages. So we used the money we got from the down payment on the properties we were selling, and started buying notes and mortgages. We soon learned that the note business was a fantastic way to invest our money. And it proved to be a lot better than managing rental property.

			

			
				We continued buying notes and mortgages, but after awhile found it harder and harder to find good notes in the price range we wanted. It was then I started trying to figure out how I could create, or “make” my own notes. That’s when I stumbled onto my favorite way of making money--used and inexpensive mobile homes.

				So, that’s what this book is all about...explaining how we’ve been buying and selling used, inexpensive mobile homes and creating “paper,” or promissory notes. These notes provide us with an excellent cash flow without having to work a job.

				It’s our sincere hope that you will be able to benefit from the information in this book and be able to do the same. You are now reading the same book that has started many, many people throughout the country to making big profits in the mobile home business. The opportunities are everywhere if you will learn to look for them, recognize them, and then act on them. But beware, fear and procrastination can be two of your worst enemies. Don’t let them be yours. O.K., let’s get started!


				



			

	





			
				Chapter 1

				Why Used Mobile Homes?

				When I first started out in this business, I didn’t really know what to expect. I was simply looking for a way to create some notes that would provide good cash flow each month. I had already bought a number of notes and mortgages and realized how nice it was to get a check each month without any additional work. And I had gotten spoiled.

				Working on rental properties and putting up with tenants just didn’t seem like fun any more. So now the same question kept running through my mind, “How could I obligate somebody to send me a check each month with no tenants, no management and no maintenance problems?” It was my lucky day when I stumbled into the used mobile home business.

				I usually get up around 7 o’clock, wake up around 8 o’clock, and get moving around 9 o’clock. One of the first things I do is to check the classified ads in the local papers. From force of habit I cover the business section and classified ads thoroughly. I’m especially interested in articles about investment opportunities and new business ideas. Even if I’m not really interested in a particular article, or business venture, I still like to read and learn about them in case it might be something I can get a new idea from, or a different technique that I could use.

				For several weeks I kept seeing this column that listed mobile homes for sale. I kept looking at these ads until it finally hit me that hardly anyone was offering to finance the sale of the used homes. The only financing being offered was on the new homes being sold by dealers. And that usually meant that the buyer for that new home would have to qualify for a bank loan. So the dealer really wasn’t financing anything. The dealer only did the paper work and hoped that a bank would provide financing for their buyer. There was very little, or no financing being offered on the older homes.

				BINGO! After several weeks of reading those ads, the light popped on! Did you ever wonder why it sometimes takes so long for some of us to find the switch and turn on the light? I think maybe we’re all born with a light bulb in our head, but most of us just need someone to show us where the switch is located so we can turn the light on.

				It was then I started thinking, “I’ll just bet there are people who want to buy these older mobile homes, but don’t have the money and can’t get financing to buy them.” So I decided to run a test ad. My ad was worded like this, “If you need financing to buy or sell your used mobile home, call me.” And my phone number.

				I had my ad placed in the same column that listed mobile homes for sale, because I wanted not only the people that had homes for sale to see my ad, but also the people wanting to buy homes. I figured that if I could reach the people that wanted to buy homes, but were having trouble getting financing, I could generate some business. My idea paid off.

				My First Deal

				On the third day I got a call from a woman that was trying to sell her mobile home. Her sales price was $6,000 and she had found a buyer. There was only one little problem...her buyer only had $1,000 for a down payment and couldn’t get financing for the balance of the purchase price. His credit history wasn’t bad and he  ad a steady job that would support the payments, but the banks wouldn’t make him a loan. (So what else is new, huh?)

			

			
				The seller was moving out of the state and needed all of her money to make the move. So even if she had wanted to take a note for the balance, she wasn’t in a position to do so. She needed someone to finance $5,000 for her buyer, and she asked me if I would.

				Since I wasn’t interested in simply making a loan, I asked her if she would be willing to take a little less for the home if I could arrange to work out affordable financing for her buyer. After explaining several possibilities to her, this is what she agreed to do.

				She would reduce her selling price by $250, which meant her sales price would be $5,750 instead of $6,000. I then asked her to contact her buyer and see if he would agree to pay $6,250 for the home instead of $6,000, if I agreed to finance the balance with affordable monthly payments .

				Both buyer and seller agreed to this offer and we struck a deal. He paid $1,000 down and we took back a note for $5,250, payable $248.98 monthly, 24 months, 12.75% interest. If we look at our chart, we see this turned out to be a 23% yield.

				How The Note Was Structured
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				So when the smoke cleared, the seller had the $5,750 that she agreed to sell the home for, ($1,000 from the buyer and $4,750 from me), the buyer was able to buy the home with $1,000 down and affordable payments, and we had a note with a face amount of $5,250 that cost us $4,750 and a little of our time.

				It was a simple little deal that turned out good for everybody involved, and I was surprised at how easy it all went together. But, it was enough to convince me that I had hit on a good way to create or “make” some notes. We were off and running and our life hasn’t been the same since.

				We did several more of these type deals over the next couple of months, and after each one, we tried to think of ways to improve on the next. Then I wondered how it would work, if instead of offering to finance other people’s sales, I could just find a good used mobile home that I could buy below fair market value, then run an ad to sell that same home at fair market value, and offer to finance the sale. So we tried that idea and found out it worked much better. By using this technique, we were able to increase our profit and yield considerably.

				Each morning I checked the ads for mobile homes priced in the $4,000-$6,000 range and started calling and talking with the sellers. In almost every case I found that the sellers were flexible on their price if they could get a quick cash sale. We were soon buying homes for $4,000-$5,000, and selling them for $6,000-$7,000. By offering easy financing with good terms, we found out there was no shortage of buyers. Business was so good we began to feel like we had the only well in the desert. Things were really starting to take off.

				Before I go any further, I should explain that in my area just about all the mobile homes are in parks, on rented lots. It’s almost impossible to find a private lot for sale. There are two only parks in my area that have lots that are individually deeded, the same as a regular residential lot.

				It’s very rare that one comes up for sale, and when they do the prices start around $18,000-$20,000 per lot. And I’m talking about a 50 X 100 foot lot at best, not an acre. We’ve now managed to buy a number of these lots which are providing us with a good rental income every month, and with very little time and management problems..

				For the cost of just one lot we can do a lot of mobile home deals and build up cash flow much faster. And the best part of not having to buy the lot, is the fact that we only have to put out money for the mobile homes, not the dirt. For someone just starting out and not having a lot of money, this enables them to compound their investment much faster since they can keep their money working in high yield mobile home notes.

				Working With Park Owners/Managers

				At first I was a little concerned about financing a mobile home on a lot that belonged to someone else. I didn’t like the idea that the lot owner could order you to move it with just a thirty day notice. But after talking with several park owners and managers, and explaining what I wanted to do, I found there wouldn’t be a problem. After all, they needed rent from those lots and as long as we treated them fair, they were willing to work with us.

			

			
				I explained to the park owner/manager that I would either send my potential buyer to them, or come into the office with them for their approval before I sold the home. Once they approved my buyers application to rent the lot, we would then finalize the sale of the home. And I also advised the manager that if they had any problem with the buyers and ever had to evict them, to notify me so I could arrange to keep the home on the lot.

				If for any reason it became necessary for the park to evict my buyer, the manager knew in advance that I would be responsible for the lot rent from the time of eviction until I found another buyer that was approved by them. So they felt comfortable and it’s worked out good for everyone.

				In a few cases we’ve met a manager/owner that was just too hard-nosed, or not easy to work with. When that happens, we just skip that park and find one that wants our business, and is willing to work with us. Don’t waste time on people that are greedy, or won’t work with you. There are many that will. And you only need two or three parks of any size to provide all the deals you want.

				So now we were looking for homes that were in fair to good condition that we could buy at very reasonable prices. I checked the papers every day for such homes, but I also decided to run my own ads saying that I wanted to buy a home. My ads ran in the same column that listed mobile homes for sale, because I wanted to be sure that the people that had homes for sale would see my ad and call me, rather than me calling them.

				How To Make 75%

				My first ad read, “Private party can pay up to $5,000 for a clean, used mobile home in good condition.” I soon got a call from a man that had one for sale in a nice park about 30 minutes from my house. This home was 16 years old, single wide, already on a lot, and could stay on the lot. His mother had lived in this home and she had recently passed away. His asking price was $4,000, which included all the furniture and appliances, plus an air conditioner.

				I don’t know yet why the seller didn’t ask $5,000 for the home, since my ad said that we would pay up to that amount. I might have paid $5,000 for it then, I was just learning the business. We bought that home for $4,000 (and I don’t know why I didn’t try to negotiate a better price either) and immediately ran an ad to sell. One week later it was sold to a newly wed couple for $7,000.

				The honeymooners paid $1,000 down and signed a note for $6,000 payable over 30 months, 9% interest with monthly payments of $224.09. According to my calculator that’s a 75 % yield! Can that be right--did I make a mistake? Is it really possible to make that kind of yields?

				I had never made that kind of returns on any kind of an investment in my life. But as I learned later, it’s not only possible to make 75% yields, but much more than that. That’s when I first realized that you can create or “make” much better notes than you can buy. I had bought some good notes before, but none that produced anywhere close to this kind of yield.

				I didn’t include the few bucks for advertising, but it’s close enough. And by the way, we bought that home on Christmas Eve and sold it on New Years Eve. Can you imagine anyone dumb enough to buy an old mobile home on Christmas eve, knowing they have to find a buyer for it right away, or start paying lot rent?

				Some folks would probably have said we couldn’t do that and volunteered all kinds of reasons why we shouldn’t have done it. But by the time we found out we couldn’t do it, we had already done it. Maybe the reason we didn’t have any competition was because everybody else was out looking for Christmas toys to buy, and here we are buying an old mobile home. But I’ll just bet you that we got more benefit out of our Christmas shopping than most other people got from theirs. And we didn’t have to put it on a charge card, either.

				Will Finance

				Now, let me emphasize the reason we were able to sell so quickly at such an unlikely time of the year. The first line of our ad read “WILL FINANCE” in big bold letters. When that ad came out, our phone started jumping. I couldn’t believe there would be that many people interested in buying a mobile home at Christmas time. And I felt sure I could have sold at least two more from that same ad. This was beginning to be an exciting business. Maybe Virginia, there really is a Santa Claus.

				After trying this concept for a while, we then discovered that we were able to find homes in fair to good condition at very reasonable prices. We were learning not only how to find homes and what to look for, but also how to do a better job of negotiating when we found one. We were soon buying homes for $1,500 to $2,500 and selling them for $4,000 to $5,000 and creating some excellent notes.

			

			
				We also made another very nice discovery that we hadn’t considered, or even thought about. We found out that if the homes needed some work, they would still sell if we offered good financing and affordable terms. Our buyers were willing to buy in “as is” condition and make the repairs themselves, if we offered them easy and attractive financing with affordable monthly payments.

				Buyers Two Biggest Concerns

				Most of the people that we sell homes to have only two things in mind...“How much down and how much a month?” Sometimes they don’t even ask how many monthly payments there will be, or what the interest rate is. But once again, the reason behind the easy sales was offering to finance, which hardly anyone else was offering, especially banks.

				Now I grant you that most of the people that we sell these inexpensive homes to are not people that can go down to the bank and borrow money, but it’s not necessarily because they have bad credit. Many of the young couples just never established any credit. Some might still be living at home with parents, or maybe they have a low paying job and can’t qualify for a loan.

				There are all kinds of reasons why people can’t qualify for a bank loan. But most of the people we sell to are good responsible people that need an affordable place to live, and with monthly payments they can afford. And used mobile homes are the only affordable housing available for many of these people. But being affordable solves only half the problem, the buyer still needs someone that’s willing to take monthly payments instead of cash.

				And yeah, I do get a bummer once in a while. But I haven’t had any more of a problem evicting a buyer and getting possession of a mobile home, than I’ve had evicting tenants from rental houses when they didn’t pay. If they don’t pay, we get the home back and sell it again. If our buyer pays as promised, we make a good profit. If they don’t pay and we get the home back, we sell it again and make a bigger profit

				Some of our best deals have been from re-sales. I’m always being asked, “What happens if they don’t pay and you have to take the home back?” That’s usually the best thing that can happen for you. In almost every case, when we resell the home, we’re in a better position the second time we sell, than we would have been had the original buyer stayed in the home and made all the payments. We have several that I refer to as a “money pump,” because they just keep on pumping out the bucks. I’ll cover several case histories of this in another chapter.

				We’ve sold some homes several times, but in most cases, it’s not because we have to repossess the home and take it back. Sometimes the buyer has to move because of a transfer. Or, maybe a couple will split up and offer to give the home back to us in exchange for letting them out of the contract. Sometimes the buyers want to buy a newer, or larger home. There are a number of reasons why we get homes back, but it’s very rare that we have to take legal action and repossess the home.

				In some cases, after our buyers have paid the home off, they find it necessary to move and now need to sell their home. After they try, and fail to find a buyer with cash, we wind up buying it back because we’re the only ones with cash who are willing to buy.

				Sometimes the buyer gets out of the military, or has to move out of the area for some reason, and now they have to sell their home. Since they have to get cash for the home, they can’t find a buyer. When they run out of time and still haven’t found a buyer, I’ll get a call wanting me to buy their home back. If they quote a price I like, I buy it. And in most cases I let them name the price. When someone has to leave town in five days and has a mobile home sitting on a rented lot, and can’t find a buyer after a month of running ads, you’ve found a motivated seller. And a motivated seller is the only kind of seller you want to deal with.

				They either have to leave that home on a rented lot, pay lot rent while they’re trying to find a buyer, worry about it being vandalized, or just walk away and abandon the home. Or, accept the best offer they can get. If they name the price I’m willing to pay, I buy. If not, it’s their problem. They have to sell, but I don’t have to buy. So be sure you realize who has the problem.

				O.K., up to now I’ve been explaining how and what we do. Now, let’s break it down into individual steps and guide you through the complete transaction from the time you actually start looking for your first mobile home, until you sell and take back a note. We’ll go into the details of how to find them, what to look for, how to negotiate the purchase price, how to make repairs, how to find a buyer, how to negotiate the sales price, and how to structure the financing.

			

			
				I’m assuming you already know how to work a financial calculator and understand the power of compounding, and the time value of money. If not, I recommend you buy one of the inexpensive financial calculators and learn how to use it. It’s not really necessary to use a calculator to do these deals, simple math will determine whether it’s a good deal or not, but using a calculator makes it more fun and it’s much faster and easier.

				I use the HP 12-C, but there are several on the market for around $30.00 that will do everything you will need to do. The Texas Instrument BA 35, and the HP 17-B are both excellent, and inexpensive. But regardless of the brand, be sure it’s a financial calculator. Then spend some time studying the manual, punching buttons, and doing examples. And you will soon be amazed at what that little machine can do.

				If you’re using a computer, I recommend the “T-Value” financial software program. It’s an excellent program that does anything you would want to do, and also prints out amortization schedules. I usually furnish my buyers with an amortization schedule at the time of sale. They can keep track of their payments and see how each payment is applied to interest, principal, and their remaining balance at any given time.

				



			

	






			

			
				Chapter 2

				Which Homes Offer The Best Profits?

				We normally look for a home that we can buy for around $2,000-$3,000, and can sell for $4,000-$6,000. In my opinion, and based on my many years in this business, I’ve found that these are the type homes that offer the biggest profits, with the least amount of risk, and the least amount of cash invested.

				These homes are 10-20 years old, single wide, 12-14 feet wide and 60-70 feet long. One of the most popular and best selling home is a 14 X 70, 3 bedroom, 2 bath. This is a very good seller and brings a good price.

				I normally don’t like to buy homes that are more than 20 years old, but that’s not to say I wouldn’t buy one if I could see it was a good deal. In fact, some of the older homes might be in better condition than some of the newer ones, so that’s not the problem. It just seems that when you tell someone that the home is 25 or 30 years old, there’s a psychological barrier for that buyer to purchase one that old, even if it’s in real good condition.

				We’ve sold several in that range and it turned out O.K., but it’s not as easy to do. But let me say also, if the deal is good enough and if it works for you, do it! Do whatever makes sense and will make money for you. So learn to recognize an opportunity when it pops up, and take advantage of it.

				I also advise against buying anything less than 12 feet wide, which would probably be the homes in the 1960’s models. We bought a 1965, 10 x 50 model one time that was in outstanding condition, and it took us about two months to sell it. We had a lot of people look at that home and they liked it, but we kept hearing the same remarks...“My furniture won’t fit, it’s too small.” We finally sold it, and because we bought it right, it was still a good deal. But I wouldn’t buy another one like that, and I don’t recommend you do, either.

				We stay away from double wides for several reasons. The main reason is because the price for a double wide is usually much too expensive and the numbers just don’t work nearly as good as a low priced single wide. In most cases, we can buy two or three singlewide homes for what one double wide home would cost. Another reason is, if we should have to move and re-set the home, a double wide will cost about three times what it will for a single wide.

				Avoid Moving The Home

				We try to avoid moving any of our homes, but there’s always the chance that we may sometimes need to have one moved. Having a mobile home moved and set up is very expensive, so our purchase price would need to be exceptionally good before we get into moving one. In most cases, the cost to move and re-set a home is enough to buy one already on a lot that doesn’t have to be moved, not to mention the time and headaches involved. Also, by not moving the home, we don’t have to deal with City Hall, building and electrical permits, and city inspectors.

				To illustrate my reasons for staying with the less expensive, singlewide homes that don’t have to be moved, let’s do some comparisons. Suppose we have $5,000 to invest and we want to minimize our risk, maximize our yield, and do the deals quickly. Our minimum guideline is to sell for at least double what we have invested in the home. And we can do this much easier on the “cheapo” homes.

				Two $2,500 Homes

				Suppose we find two homes that we can buy for $2,500 each, and they don’t have to be moved. Let’s also suppose we don’t have to make any repairs, or pay anything other than a little advertising, which for simplicity sake we won’t include in our figures. These homes are 12-14 feet wide, 60-70 feet long, and 10-20 years old. Our total cost in each one is $2,500. Now, let’s sell these two homes and structure two different notes from two different buyers.

				We sell each home for $5,000 with a $500 down payment. Our buyers sign a $4,500 note, payable 12.75% interest, $175.96 per month for 30 months. Let’s see how we come out on these two little cheapo deals.

				How We Structure The Note
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				After receiving $500 down, we have $2,000 left in each home. Our total monthly payments on the two notes amount to $351.92 And we also have $1,000 cash from the down payments. As you can see from our chart, this works out to be a 94% yield.

				These are very workable numbers in my area, and we’ve sold many homes with prices and terms like this. You might have to adjust the numbers up or down in your area based on your local economy, or cost of living range, but you should be able to follow these guidelines. But please don’t get hung up on my numbers. If prices are higher in your area, then probably the cost of housing, wages, and other things are also higher. Just learn this concept and make the numbers work. It will work where you live.

				One $5,000 Home

				Now, let’s take the same $5,000 and buy one home. In order to meet our minimum requirements to sell for double what we have invested, we must sell that home for $10,000. So we find a buyer that will pay $10,000 for that home with a $1,000 down payment, (to equal our total down payment on the two $2,500 homes). In order to get the same yield that we’re getting on the two $2,500 homes, we will have to structure our $9,000 note in one of two ways.

				If we keep the payments the same, ($175 approx), we have to carry the $9,000 note for 75 months, which is 45 months longer than the cheapo homes. We can see from our charts, our yield drops to about 50%.
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				Or, if we structure the note for the same number of months (30) as the two cheapo homes, the buyer would have to pay $351.93 per month. We would be getting the same yield, but we would need to find someone that could pay double the monthly payment they would pay for a $5,000 home. It would be much more difficult to find a buyer that could afford the higher payment.

				Reviewing our charts, we see that in order to get the same yield as the two cheapo deals (94%), the payments would be $351.93 per month for 30 months.


				Structured For 30 Months
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				Our Investment & Yield
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				Which home would be the easiest to sell? Which would give you a bigger return with the least amount of risk? Would it be more difficult to find one buyer with $1,000 for a down payment, or two buyers with $500 each? Would you prefer to take back one note from one buyer, spread over 75 months with payments of $175 per month, or take back two notes from two buyers, spread over 30 months with payments of $175 each per month?

				You decide which would be best for you. I prefer to get as much money as possible up front, keep as little money as possible in each deal, and get my money back quickly so I can keep re-reinvesting in more little deals. The smaller deals are not only easier to do, but they minimize my risk, and at the same time, maximize my yields.

				So, for the biggest returns with the least amount of risk, stick with the older and cheaper mobile homes that will sell quicker and easier, with the least amount of your cash invested. These kind not only sell easier, but your money will compound much faster. And too, there are a lot more people that can afford to pay $500 down and $175 monthly on a $5,000 home, than there are that can pay $1,000 down and $350 monthly on a $10,000 home.


				



			

	






			

			
				Chapter 3

				How Much Should You Pay?

				The question often comes up, “How do you know how much to pay for a mobile home? How do you know if it’s a good price, and you’re not paying too much?” The best answer I can give you is that first you must know, or have a very good idea what the home will sell for. When you know what you can sell the home for, then it’s simply a matter of negotiating a price you’re willing to pay. You have to decide how much profit you need in order to make the deal work.

				How Much Should You Sell For?

				My rule of thumb is to sell the home for at least double what I have invested. So obviously, I must first have a very good idea what a particular home will sell for, before I can know how much to pay. And how do you learn what a home will sell for? You learn by studying the types of homes you will be selling, and by learning your market.

				Start by studying the sales and comparing prices of homes comparable to the ones you want to buy and sell. Check the classified ads in your local paper. Stop by several dealers and ask about any used homes they have for sale. Visit all the parks in your area to determine which parks you want to do business in, and which parks you want to stay away from. Meet the park owners/managers and see if they are people that will work with you. Learn what the rules and regulations are in the various parks.

				The prices listed in your paper, or by a dealer, will normally be full retail price. And in most cases there is no owner financing being offered. Or, the dealer’s ads will lead you to believe they offer financing with little down and small monthly payments. In reality, this is really a teaser ad to get people to stop and look. It’s a numbers game, and they know that if enough people stop and look at the home, they will eventually find someone that will qualify for bank financing. But, the majority of potential buyers won’t be able to qualify, so don’t be intimidated by the ads and think you will have a lot of competition.

				It takes time and patience to learn this, but it’s necessary. Without this knowledge, you could very well wind up paying too much for the home, and then find out you haven’t left your self enough of a profit margin. Or, finding out after you’ve bought the home that it’s in a park that has a bad reputation, and you can’t find a buyer that wants to live in that park.

				NADA Book

				There’s a NADA book that will show you how much a mobile home is supposed to be worth. The books are quite expensive, around $90.00, I believe. I’ve never used this book, and I don’t recommend that you do. And here’s the reason.

				For the older type homes like I deal in, and hopefully the kind you will be dealing in, I think that if you use the prices in the book, you will wind up paying too much for the home. You will also probably try to sell the home for too much. I think you will be much better off by learning your market, and learning what the fair market prices are in your area.

				For the newer homes, the book might be a good guideline. Especially, if you are working with banks and trying to get your buyers qualified for a bank loan, rather than carrying the note yourself. If you do want a book, try to get one of the mobile home dealers to either give you their old book, or offer to pay them a few bucks for one.

				A Quick “Flip”

				There can sometimes be a certain situation that will allow you to pay more, sell for less, and still come out O.K. So, don’t be too quick to say “no,” just because it doesn’t fit in with our guidelines. Take a little time and study each situation to see how you can make it work. For instance, suppose you check your list of potential buyers. (You did make a list of those calls, didn’t you?)

			

			
				Checking through your list, you find one that sounds good. The information in your file shows a man who has a family, been on his job for several years, has a pretty good credit history, and can pay $1,000 down and $200 monthly payments. He wants to buy a home and stop paying rent.

				Everything looks great and you can see a good deal in the works, but you have one little problem...you don’t have a home to sell this man. What to do? Do you just sit by and watch $1,000 go into somebody else’s pocket, along with $200 a month? Of course not. Time for action!

				You start looking through your mobile home sellers list, and you find a home that fits right in with what your buyer wants. You call the seller to see if he still has the home, and to see if you can negotiate a deal. You’re in luck. He still has the home, and he’s willing to sell it for just what he owes on it...$4,500. Ouch...that’s about $1,500 more than you had planned on spending. But, let’s study this situation and see what can be done.

				By knowing our market, we already know from past experience that a fair selling price for this home is $6,000. If we have to pay $4,500, and sell for $6,000, then obviously we can’t meet our minimum guidelines of selling for double what we have invested. Should we just forget about buying this home? We could keep looking for another home, but suppose our buyer finds one before we do, and we lose a sale. Before we let that happen, let’s analyze our situation and see if we can make these numbers work.

				We have a buyer already lined up who can pay $1,000 down, and $200 monthly. We could probably arrange to buy and sell on the same day. If so, that means we won’t have any costs, or holding expenses in this deal. Let’s run some numbers and see how we will come out if we buy for $4,500 cash, and sell for $6,000, $1,000 down and a note for the balance.
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				As you can see from our chart, we can still make 44% out of this deal. How many people do you know that only make 44% in their dreams? And here we are wondering if we should even do the deal. Even though it falls outside of our guidelines (sell for double what we have invested), I’ll go with a deal like this any day. It doesn’t pay to get too greedy.

				Here’s a rule that I always go by, make it your rule too. “You make your profit when you buy, you get paid when you sell.” Even though we didn’t meet our minimum guidelines in this deal, there’s still a good profit, and it was easy, and quick.

				Test Your Market

				If you’re a little skeptical about buying that first home, for fear you might not be able to find a buyer, try this idea and test your market. I’ve recommended this idea to many people, and the results have been fantastic. It will only cost you the price of an ad, and you will get some idea of what the demand is for seller financed homes in your area.

				Just pretend that you have a particular home you want to sell. Pick the type of home you expect to be dealing in, and run an ad in your local paper. Make sure the first line of your ad reads, “Will Finance.” Then describe the home, price, terms and etc., and wait for the calls. This will tell you how many potential buyers there are for that home.

				Price the home a little higher than you would be willing to sell for. If you don’t get many calls after a week or two, lower the price and see what the response is. After several weeks of running ads, you will have a good feel for what the market is like, and the prices that attract the most buyers. And you should have some good prospects for a mobile home. Be sure to keep a list of all good potential buyers, so you can find them a home, later.

				When a potential buyer calls on your ad, simply tell them that you have a contract on the one you have advertised, but you don’t know yet if it will be approved. Tell them you will have another one soon, and ask them to leave their name and phone number so you can call them back. Get all the information you can on them...how much down payment they can make, monthly payments, credit history, employer, when they need to move, location desired, and etc. (Use the buyer info sheet in the appendix section.)

			

			
				Learning your market and your product does take some time and effort, but it’s not that hard to do. Just start checking out the parks, talk to the park owners/managers, and talk to the people in the park that have homes for sale. Talk to lots of people, ask lots of questions, and listen closely to what they say. If you do that, you will learn lots of things.

				In the next chapter, we’ll learn how to find that first mobile home and get started. And don’t try to set the world on fire with your first deal. The important thing is to do that first deal. If you don’t do the first one, you will never get to do the second one. So now is the time to get started!


				



			

	





			
				Chapter 4

				How To Find That First Mobile Home

				We’ve covered the kind of mobile home to look for and the price we want to pay, now let’s get into how to find one. There are now over 9 million mobile homes in the country and about 350,000 new homes being manufactured each year, so it’s not hard to find one. And you only need one to get started.

				The hardest part of teaching folks about this mobile home business is getting them to see, and believe, what excellent opportunities are out there. And then be able to get them motivated to the point where they will take action and do that first deal. You wouldn’t believe some of the excuses I’ve heard over the years from people that insist on maintaining a “stinking thinking” attitude.

				According to a study by Harvard University, 85% of success is a result of your attitude. If you’re convinced you can’t do it, you’re right...you can’t. If you’re convinced you can do it, you’re right...you can. So let’s develop the right attitude and get started. The only person really stopping you...is you.


				Most likely many of you folks have never bought, or sold a mobile home and know nothing about them. Some of you may never have been inside of a mobile home, but don’t let that stop you from getting started. I’m going to start at the very beginning and explain how to find one that you can buy and resell quickly, and make a good profit.

				If you’ve never been exposed to this type of business, you’re in for a very nice and profitable experience. And if you’re never known what it’s like to make big returns on your money, then settle back and “listen up.” We’re going to take a trip into mobile home country.

				We will be looking for very motivated sellers only. Not someone that simply just wants to sell, or doesn’t need to sell, but the person that must sell their mobile home. And it could be for a number of reasons...a transfer out of the area, divorce, evicted from the park, health reasons, buying a new home, and etc.

				Park Owners/Managers

				When you find a home like we’ve described, and the numbers sound good, check with the park owner, or manager and find out if it can stay on the lot before you sign a purchase agreement. Talk with the owner/manager and explain to them what you want to do, and make sure the home won’t have to be moved off the lot. Stay away from moving them, especially when you’re just starting out.

				If it’s a new owner/manager that we’ve never met, or have never done business with, we usually say that we are trying to help a young couple find a place to live, and we’re hoping to find them a mobile home in that particular park. We explain to them that it will be necessary to loan the couple the money to buy the home, and they will pay us back with monthly payments.

				I then ask the manager if it would be any problem keeping the home on the lot if we found one they like. The manager will usually tell us what’s required, such as your buyer coming in and filling out an application, reading over the park rules, and what security deposit is required, and etc.

				We use this approach until the park managers get to know us and we can cultivate a good business relationship with them. Once they get comfortable with us and find out we’re responsible people to do business with, we then ask them to furnish referrals on anyone wanting to buy, or sell their homes. And we also offer to pay them referral fees.

				It’s essential to get on good terms with the park owner/manager because they are the people that must approve your buyer for the lot rental. They will also furnish you with your best referrals. Our best deals have come from referrals from park owners/managers. Sometimes they have a bank repo in their park and are looking for someone that will buy and keep it on the lot. Or, they may have an abandoned home in the park, or they might know of a sheriff’s sale coming up on a home.

				So do whatever it takes to not only build up a good working relationship, but a good reputation. A good reputation will be one of the best assets you will ever have, and good or bad, will follow you wherever you go. And always remember...a bad reputation travels much faster than a good reputation. If you have a good reputation, and good creditability, protect it by whatever means it takes. If your reputation and creditability need improving, make every effort to do so. Or, be prepared to suffer the consequences if you don’t.

			

			
				Classified Ads

				A good place to start looking for that first home is in your local newspapers under the classified ad column that lists mobile homes for sale. Check for the type home I’ve described. You are looking for a home that is somewhere between 10 and 20 years old, and priced around $6,000, or less. This will be a single wide, at least 12 x 60, or better yet, a 14 x 70. There are still good deals to be made in 12 wides, but they are gradually going the way of the 10 wide. Especially since there are now 16 x 80 foot homes being manufactured.

				When I say look for one priced around $6,000, that doesn’t mean you will pay $6,000, but call anyway. Make sure that it’s set up on a lot and doesn’t have to be moved. You don’t want to get into moving one when you’re just starting out. It can be very frustrating and could turn you against this business before you have a chance to realize what a great business it is. Get some experience first before having one moved.

				Look for wording in the ads that may tip you off as to how motivated and anxious the seller is. Words like--Must sell--Moving out of area--Best offer--Being transferred--Negotiable--Estate sale, and etc. Check for anything that will alert you to the fact that the seller not only wants to sell, but they must sell that home.

				One time I called on an ad that said, “Must sell this week,” and the asking price was $2,500. I bought that home for $1,500 and sold it in less than a week for $4,900, $500 down and a note for 30 months. My yield? Good enough.

				When you call on one that sounds like what you’re looking for, and the seller appears to be ready and anxious to sell, make an appointment and go look at it right away. Don’t put it off! If it’s a good deal someone else might very well beat you to it. A wise man once said, “You don’t steal in slow motion.” Don’t procrastinate!

				And don’t wait for every little thing to be just like you think it should be. There’s no such thing as the “perfect deal,” so just find a good deal and do it without getting too greedy.

				Buy From Private Sellers

				The homes you are looking for are those for sale by the owner, not the dealers. Later, I’ll explain how to buy from dealers, but for now just talk with the private owners. Find out if they are still living in the home. If so, ask them when they need to move. Try to find out why they’re moving and their real reason for selling. Also, ask them if they own the home free and clear and if they have the title in their possession. (Refer to buyers question list in the appendix section.)

				If they don’t have the title and have to pay off the bank in order to get clear title, find out if it’s a local bank where you can just walk in with the seller, pay them off, and receive the title. If it’s a bank out of the area, or out of state, it presents more of a problem. Usually in a case like this, the seller doesn’t have the money to pay the loan off and get the title. Of course, the bank is not going to release the title until they have their money. That sometimes presents a problem, but let it be the sellers problem, not yours. I don’t advise that you pay the buyer for the home on a promise of that buyer getting the title, especially if you’re just getting started in this business.

				We’ve done this a number of times, but only after we had gained some experience and felt sure that we wouldn’t have a problem. It can be risky to send your money to a bank for a title that’s in someone else’s name, and hope that the seller will do what they promise. If the seller says they need money to get the title released, just tell them they will have to figure a way to do that, but when they get it to call you.

				Make your purchase agreement subject to you receiving clear title at the time you make payment for the home. And don’t pay them until they have vacated the home and left it in the condition they agreed to.

				Run Your Own Ads

				Another good way to find homes is to run your own ad in the paper. One of our standard ads that we run continuously, and one we get good results from, is worded like this, “We Buy, Sell & Finance Used Mobile Homes. Affordable Prices--Flexible Terms. No Banks.”

				As you can see, this ad appeals to both seller and buyer. It tells a seller that we buy homes. It tells a buyer that we sell homes. It also tells a buyer that we will finance the home if they need financing. And it also lets them know that they won’t have to deal with banks, jump through flaming hoops, sign endless stacks of forms, and wait forever, only to be told their loan wasn’t approved. This fact alone will generate calls from people that hate dealing with banks, or can’t qualify for bank financing.


				



			

	





			
				When you run this type ad you will get calls from all kinds of sellers. Some of the calls may not sound like anything that you would be interested in, but don’t be too quick to hang up. Talk with the seller and find out all you can about what they have for sale, why they’re selling, when they have to move, are they about to lose the home, and anything that may alert you to a very motivated seller and a possible deal. You never know what you will learn from people if you can just get them to talking. So learn to listen carefully, and concentrate on what the other party is saying.

				Sometimes you will discover that what started out to be something you didn’t think would be of interest, turns into a good opportunity. So always be on the alert for a good opportunity, and learn to recognize an opportunity when it comes your way. And if you know it’s a good deal...take action. Don’t try to steal in slow motion.

				Private Publications

				Another place you should look is in the little private publications, or magazines. These are the local papers that you find around checkout counters at your grocery store, or on news stands at the local convenience stores, and etc. They are either free, or cost very little. Check these papers for mobile homes that are for sale. You should also consider running your ad in these papers for the homes you will have for sale.

				This is a good way to reach the type of people that you are looking for, people that are not only are looking for a home to buy, but also the ones that want to sell a mobile home. Place your ad to buy a home, sell a home, or both. And leave it running for at least a month. The ad should be very inexpensive and produce good results.

				Bulletin Boards

				Many of the grocery stores, hardware stores, Laundromats, and etc., have bulletin boards that you can place a notice on. Make up your notice on a 3 x 5 card saying you want to buy a used mobile home. Include any information (price, model, size, location, and etc.) that you want to put on it. Then go around to all the places that have bulletin boards and post your notice. Keep your notice posted all the time, and change it frequently.

				Talk with employees of gas stations near mobile home parks and let them know what you do. Offer them a referral fee if they refer someone to you and it results in a deal. Spread the word to anyone and everyone that you are in the used mobile home business. Once you’ve been doing it awhile, you will start getting referrals and calls by word of mouth.

				We once got an outstanding deal through a referral from a woman we had sold a home to. This woman happened to be in the little neighborhood tavern that was close to the park. She struck up a conversation with another woman who mentioned she needed to sell her home. The seller was given my phone number and called me. We checked out the home and bought it. It turned out to be a super deal for us. And all because of $100 referral fee.

				Mobile Home Movers

				Get acquainted with the people that move and set up mobile homes in your area. The movers are familiar with all the parks and owners/managers. Let them know what you’re doing and offer them referral fees. Also, let them know that if you need a home moved, you will have them do the moving and setup.

				The movers often get calls from people wanting to sell their homes to them. Normally, the movers aren’t interested in buying and selling, their business is moving and setting up the homes. Banks and loan companies will sometimes have a mover pull a repo out of the park and place it in storage until a buyer can be found. If the mover knows you buy homes, you might be the new owner.

				The movers are also a good source to find material, or parts for mobile homes if you want to do any fix-up. They usually have a number of junkers that they can sell the parts from and the prices are very reasonable.

				One time we were able to get about $500 worth of vinyl skirting for free. The mover didn’t want to spend the time, or money to have it taken off a home that he had to move, and offered it to us for free if we would take it off. This skirting was only about six months old. Another time, a mover sold us enough skirting to do two mobile homes for $100. So get to know the movers, they can mean business for you.

				Mail Carriers & Park Workers

				Get acquainted with the mail carriers that make deliveries in the parks. They are some of the first people to know if someone is moving, since they get a change of address notice. Some of the parks now have what is known as “cluster boxes.” This is where all the mailboxes for the entire park are placed in one location and the patrons go to the box to get their mail, instead of having it delivered to their door.

			

			
				I happened to be driving through a park that had just changed to this system, and noticed that someone with a mobile home for sale had placed a sign next to the mail boxes. This park has over 400 mobile homes, just think of the exposure that sign received. That’s an excellent place to post a sign saying you want to buy, or sell a home. Be sure to have “Will Finance” in large letters on your sale sign.

				Also, get to know the people that work in the parks...electricians, maintenance people, meter readers, and etc. Leave your business card with them and offer referral fees. One good tip can mean big bucks in your pocket.

				Best Source Of Leads

				Probably the best source of leads for buyers and sellers is the park owner, or manager. By all means get to know these people and cultivate a good business relationship. Explain how you can provide them with a service by helping them keep the home on their lot, rather than having it moved out when it’s sold.

				When someone needs to sell their home, the park manager, or owner is the first one to know. In many cases the seller will ask the manager to help them find a buyer. Be sure the manager has your name and phone number, and know you pay a referral fee. We’ve gotten some excellent deals this way. And it means business for the park if they can keep the home on their lot, instead of having it sold and moved. A vacant lot doesn’t produce any rent.

				A park owner, who I had never met, called me one time and asked if I would be interested in placing some homes in his park. His park has 275 spaces, of which 12 were vacant at the time. There were also two homes that a bank had repossessed. The owner drove me through the park, showing me the vacant pads and the two bank repo’s. He offered me two months free lot rent for each home that I moved in. He also volunteered to call the banker to inquire about selling me the repo homes, so they could stay in his park.

				While the park owner was giving me a tour of his park and trying to figure a way to fill his empty spaces, I couldn’t help but wonder why he couldn’t see the solution to his problem was so simple. He could simply find some nice used homes, place them on the lots, and either rent, or sell the home and carry the note. This way he would have a payment from the home, plus the lot rent. Obviously, it didn’t occur to him to do that, and I didn’t suggest it.

				And ironically, he was renting out part of his land that adjoined the park to a mobile home dealer. I feel sure that dealer could have arranged to find him some nice homes to fill his empty spaces. What did I say earlier about needing someone to show us the light switch?

				A Trip Into The Twilight Zone

				I called the banker the next day to get some more information on the repo homes and what the bank would be willing to sell them for. The first home we discussed was a 14 x 70 that was 3 years old. The banker shuffled papers around and finally said they had $23,464 in that home.

				[image: Missing image file]


				I asked him what he would be willing to let it go for if I could take it off his hands immediately. Without any hesitation at all he answered, “Oh, the full amount.” Then he said, “Oh, I forgot, we just paid two months lot rent, so I’ll have to add that to the price. I’ll have to have $23,954.”

				Then I asked about the other one, which was 16 years old. The banker said they had $7,890 in that home, and they would have to have the full price for that one too. I said, “Good luck” as I hung up the phone. I felt like telling him to take my phone number, and if and when he ever came out of his coma and regained consciousness, to give me a call.

				Is there any wonder the banks stay in trouble? Just what chance does that banker have finding a buyer for either of those homes? At the time, I could have bought a nice new 14 x 70, 3 bedroom home, setup on a lot, for much less than what this banker wanted for his three year old home. And each month the home sits on that lot, the bank gets to pay another month’s lot rent and worry about it being vandalized. The Bankers call this a “Non-Performing Asset.” Doesn’t that sound impressive? Guess it sounds much better than telling the stock holders that the bank goofed up and made a dumb loan, huh?

			

			
				I just finished telling you about a banker that was out of touch with reality and expected to get a ridiculous price for his repo’s, but I should explain that not all bankers think like that one does. We’ve gotten some excellent deals from the banks, but you have to reach the right people...the ones that are conscious and understand the situation they’re in.

				The first bank repo’s we purchased were the result of a tip from a park manager. The manager told me about a repo in her park and furnished me with the name and phone number of the person that was handling it. It turned out that it really wasn’t the bank I was dealing with, but rather a company that handled the repo’s for the bank. In this case, when the bank repossessed a mobile home, they turned it over to this repo servicing company who would then try to locate a buyer for the home.

				Ask Questions

				While I was talking to the manager of this company, I found out that he didn’t have just one mobile home in that park...he had four. And even though he had four homes in this one park, and needed to get them off his books, getting this information out of him was like pulling teeth.

				Instead of him volunteering the information about the homes, I had to keep asking him questions until he remembered what he had. After a number of questions from me, he would say, “Oh, here’s another one that I forgot about.” Then he would tell me about that one. When we finished talking about that home, I would ask, “What else do you have?” He would answer, “I think that’s all.” But, I kept him on the phone, and kept asking questions until he came up with another one. Finally I got information on all four.

				One of the best lessons I ever learned was to ask questions, instead of making statements and comments. That one lesson has made me a lot of money that I otherwise would not have made, as in this case. If you happen to be the type of person that likes to talk a lot, let me strongly recommend you get out of that habit and start asking more questions, and learn to listen. Talking will cost you money--listening will make you money.

				In this case, by asking questions, I was able to purchase four homes in the same park. It turned out to be a splendid deal. We bought several more homes from this manager, but it was frustrating just to get him to go to the trouble of looking through his files and telling me what he had on the books. But since it’s not his money tied up in the homes, why should he be too concerned? His top priority was probably 5 o’clock (quitting time) and payday.

				When dealing with banks, or people that represent the banks, you need to talk with the person who has the authority to actually make the decision. Clerks and bookkeepers don’t have the authority to make a decision, so find out who the head honcho is and ask for him/her. And be prepared for some frustration. These people aren’t playing with their money, so don’t expect them to put a lot of thought into making a sensible decision. I’ve seen many cases where they wouldn’t accept a good offer, even when it was in their best interest to do so.

				In some cases, I think the banks will give the repo company a ball park figure of what they are willing to settle for, or hope to get for the home. If the manager gets an offer that’s less than what they want, he/she has to call the bank and get approval to accept a lower offer. But don’t be afraid to make low offers, and don’t be intimidated when the bank tells you how much money is owed on the home. Who cares what’s owed? Offer what the home is worth to you, and don’t worry about what the bank has in it.

				In many cases the banks don’t really have any idea what the home is worth, they only know how much they have in the note. Sometimes the only thing they go by is the amount of money owed by the people that stopped paying. So, it’s a case of the bank making a dumb loan, and now they’re looking for someone that’s even dumber to bail them out. It’s called “The greater fool theory.”

				In some cases, the banks will send someone out and get a condition report of the home. Supposedly, this will give them a more realistic opinion of what they can expect to sell the home for. But that’s not always the case. It depends on how experienced and knowledgeable that inspector is. For someone not experienced in repairs, a simple, or minor repair job can appear to be terrible. And that inspector makes a report of what he/she thinks it’s worth based on their opinion of how much work they think is needed.

			

			
				That’s the kind of inspectors I like, because that’s when I stand to make an excellent buy. Since the condition report is all the bank has to go on, they sometimes make bad decisions based on that report, and may be influenced to sell the home for a much lower price than the home is worth.

				So find out who handles bank repo’s in your area, and talk with the person in charge who actually has the authority to make a decision. It does take patience, but once you locate such a person, it can mean some fabulous deals for you. If the bank has more than one home, offer to take several, or all of them, if they will give you a good price on a package deal.

				Non Performing Assets

				The best time to make such an offer is near the end of the month, or the end of their calendar year. That’s when they are most anxious to clear their books of “Non Performing Assets.” (I always thought anything that didn’t perform was a liability, not an asset. But then I never went to banker’s school.) Let me share one of our bank repo deals we did to illustrate my point on a bank “Non Performing Asset.”

				One day I received a fax from a company that handled bank repo’s. I had bought several homes from this company before, so they kept me informed on most of the homes in my area that were for sale. They had just gotten possession of another repo and wanted to know if I would be interested in making a bid. This home was in a local park, but instead of giving the name of the park, and the address and lot number, their fax had only the directions of how to reach the home.

				The directions were to turn off the Interstate at a certain exit, go so far and make another turn, go several miles and make another turn, and etc. As well as I know my area and the mobile home parks, I was having trouble trying to figure out where this park was located. When I finally did, it turned out to be one of my favorite parks.

				If the person sending the fax had simply given the address and lot number, I would have known at once where the home was located. But they didn’t even furnish the name of the park. Then I thought, “If I have trouble figuring out which park it is, and where it’s located, as well as I know the area, how much competition would I have?” I figured that nobody else would know where it was located either, or go to the trouble to find out.

				After learning where the home was, I called the park manager and asked him to tell me what he knew about this home. He told me the owners had skipped out about two weeks before, that the electric was still on, and from what he could see the home appeared to be in good condition. (This should emphasize again how important it is to maintain a good relationship with the park manager.)

				After talking with the park manager, I made a trip to the home and checked it out. All the doors were locked, so I had to use my master keys, (putty knife and screwdriver). I turned on all the appliances and AC, and found them to be in good working order. All this home really needed was about an hours clean up time to get rid of the beer cans, scraps of food, and pizza boxes. I was well pleased with this home, and I could smell blood. My next step was to get back with the repo company.

				When I called the repo company back for more information, I was told the people in the home had walked away owing the bank $16,000. This was a 14 x 60 home that was 12 years old. It couldn’t have been worth that much when it was sold to this couple two years before. But the bank must have thought so, they financed more than that for the dealer that sold it.

				After I expressed my shock at how much was owed, I asked the lady how much the bank was willing to settle for. She said she didn’t know, they needed at least three bids and the bank usually accepted the highest one. So far, they had not received any bids. (I thought, “No wonder, from your directions nobody could find the home.”) I then told her I would call around and try to get her at least three bids and try to help her sell this home. She thanked me for being so helpful.

				I called two other dealers that I know, explained the situation, and asked if they wanted to make a bid. They both said they would. So, with their two bids, together with mine, the bank now had the three bids they needed to get rid of this non performing asset. (I love that term.) As luck would have it, my bid was the highest of the three. The bank sold me the home for $2,120, which was the highest offer they were able to get. No, that’s not a typo. The bank was owed $16,000, and they sold it to me for $2,120. (I know you’re wondering, so I’ll tell you...I sold the home for $7,900.) Bless the bankers and their non performing assets.


				



			

	





			
				Include A Deadline In Your Offer

				Whenever you make an offer, or a bid, be sure to include a deadline in your contract. The reason for doing so is to prevent the seller from shopping your offer around and trying to get a better offer. I normally don’t give more than 24-48 hours for the seller to either accept, or reject my offer. If they can’t decide within that time frame, I know they either aren’t serious, or they’re just shopping the bids.

				In one case, the bank had repo’ed a nice 14 x 70, 3/2, in excellent condition in one of my favorite parks. The buyers had walked away owing over $13,000. I offered the bank $5,125 and gave them until 1 o’clock the next day to accept, (by fax, or in writing) my offer. The manager called and said they had not planned on closing on that home until the following week, and wanted me to extend my offer until then.

				Now, what is this manager really saying? Is it hard to figure out what he’s trying to do? Most likely he’s faxed a bid sheet to everyone he knows, and now wants to stretch the time out as long as possible to see what kind of offers he gets. Kind of like baiting the hook, throwing it in the water, and waiting for a sucker to bite.

				I told him I was going out of town and would need to know by 1 o’clock the next day. But I emphasized that I could have a certified check in the mail for $5,125 that day if he accepted. There was a long period of silence, and I could almost hear him thinking, “Should I grab a sure thing, or gamble on getting a better offer?” Finally he said “O.K., send me the check.” We had the home sold for $12,900 before we got the title. So be sure to always include a deadline in your offer for any property that you make a bid on.

				Ride Through The Parks

				Another way we’ve been able to find homes is to just ride through the various parks that we like to do business in and look for homes that have “For Sale” signs in the window. When we spot a home that fits our category, we just stop and knock on the door. If the owner is home, they will usually invite you in when you tell them you’re interested in buying their home. I prefer this method better than writing the phone number down, going home and calling, then having to go back out if it sounds good. You’re already there, so why not check it out then? It will save you time, and you can inspect the home and evaluate whether it’s worthwhile to pursue it further.

				For convenience, I carry a small pocket size cassette recorder with me. If the owners aren’t home, I dictate the address, phone number, and any information on the home into the recorder. When I get home, I play the information back and make a file on that home for future reference. This is much easier than trying to write the address and phone number on a piece of paper, especially while you’re driving.

				Once you’re inside the home and the owner starts talking, just let them talk. Ask a question every so often and they will normally tell you everything you want to know. After a few minutes you can tell if this home fits in with your game plan. If the price is right, and I’m satisfied with the home, I try to get a purchase agreement drawn up right then. I’ll put up a small deposit, usually $100, and tie it up.

				If it’s a good deal, tie it up some way. If you’re not sure you want the home, you could put in your purchase agreement that it’s subject to the park allowing it to remain on the lot, subject to inspection and approval of your spouse, or partner, or subject to anything you want. If you change your mind later, you have an escape clause to cancel the agreement.

				Also, while driving through the park, stop and talk to the park residents. Ask if they know anyone that has a home for sale, or if they know anyone that wants to buy one. If you do this many times I can almost guarantee you that you will get some leads.

				Knock On Doors

				On several occasions, I’ve just walked through the park knocking on doors. When someone opened the door I would say, “Excuse me, someone told me there was a mobile home for sale on this street, but I forgot the address. Do you happen to know which home is for sale?” Knock on enough doors, and sooner or later someone will say, “Oh yeah, the one over there is for sale.” Or, “Yeah, that’s the one down on the corner that old Oscar has been trying to sell.” Bingo, now I have a good lead.

				When I hear this, I then quiz the person about how long it’s been for sale, why the owner is selling, what the asking price is, how long the seller has lived in the home, what kind of people the sellers are, and etc. I find out all I can about Oscar and his situation, so I’ll be in a better negotiating position when I go and meet with him. By the time I actually knock on Oscar’s door, I’ll already know a lot about him. I call this “Doing your homework.”

			

			
				So make contacts with as many of the park residents as you can, and leave your name and address with every person you talk with. Be sure they know that you offer financing, and that you pay referral fees if they refer someone to you and it results in a deal.

				Business Cards

				Have some business cards ready to hand out, and keep them simple and to the point. Don’t try to make your card too fancy, or slick looking. A bunch of designations and letters on your card means nothing to your buyer/seller. They probably won’t even know what they mean, and couldn’t care less if they did. And even if they do, they aren’t the least bit interested in whether you made the million dollar club, or how many homes you’ve bought and sold. The only thing they’re interested in is finding a buyer for their home.

				Also, have your cards printed with type that can be easily read. I’ve thrown away many cards that people have handed out at seminars and conventions because they were simply too hard to read, or too confusing. Some of them had such fancy type that it was like trying to read a menu in an over-priced restaurant, rather than a business card. If the person you hand your card to has trouble reading it, or if they don’t understand what it says, your card will most likely wind up in the trash can.

				Maybe now would be a good time for you to take a good look at your card and see if you need to make any changes to it. Is it easy to read? Can a person tell at a glance exactly what message you’re trying to get across? Is your phone number complete with your area code? If not, how will someone outside of your area, or in another state, be able to call you? Is your address complete with the proper zip code?

				My mobile home business card reads, “Used Mobile Homes-Bought-Sold-Financed. Affordable Prices-Flexible Terms. No Banks. Stop Renting-Start Buying”, and my name and phone number. Nothing fancy, or intimidating to the people I hand them to.

				It’s a simple card, but it says a lot. If you have a home for sale, I’ll buy it. If you want to buy a home, I’ll sell you one. If you need financing, I’ll do that. And also, that I’m flexible on prices and terms, and you don’t have to deal with banks. So keep your card simple, and don’t try to impress people.

				When you find a home that you would like to buy, but the price is too high, look it over anyway. Tell the owner that you really would like to buy it, but it’s just out of your price range and the numbers just don’t work. Then give them your card and ask them to keep you in mind if they don’t find a buyer, or if they can see a way to do better on the price. And keep in touch with them. Some of them will be calling you later when they can’t get it sold.

				In one case the seller started out wanting $5,000 for their home. We left our name and phone number, and after a period of time of just waiting and negotiating, we bought that home for $2,000. So don’t just assume the seller won’t lower their price. They might be real firm on it today, but after a month or two without any offers, you might get that call wanting you to come back out and talk some more. Especially, if time has run out for them to move into their new house, or they have to move out of the area.

				If the sellers should be getting transferred next week, and realize they have to find a buyer in a hurry, or pay lot rent on a vacant home, they get real motivated. Their needs and circumstances can, and do, change overnight. Make sure they know how to get in contact with you if that happens.

				And keep in mind that you don’t really care if you buy that home or not. But if you do buy, it’s going to be at your price or terms, or you don’t buy. The seller needs to sell, but you don’t need to buy. And if you don’t buy this one, there are plenty more for sale.

				Trade Something For A Mobile Home

				If you have something you no longer want, such as a car, boat, RV, time share, and etc., place an ad in the paper that you will trade that item for a mobile home. This can be a good way to get full value for that “something” you no longer want. You could also offer to add some cash with that “something” to make it very appealing to the seller.

				Several times when we had a house for sale, we stated in the ad that we would take a mobile home, car, pickup truck, boat, land, and etc. in trade, or for the down payment. And we’ve had some crazy offers. Be a little creative and realize that you don’t always need money to put a deal together. Think of something that seller might want, or accept, in place of money.


				



			

	





			
				Look In Bad Parks

				Here’s an idea you might want to consider. You may have several parks in your area that are real crummy and run down, or just a bad area that you wouldn’t want to do business in. Check those parks and see what’s for sale. Chances are, the seller of a home in that kind of a park is having a hard time finding a cash buyer that wants to live in such a park. If so, you should be able to negotiate a very good purchase price. If you can buy at the right price, then move the home to a nice park.

				Just be sure you already have a place that you can move the home to. Also, what the total cost of the move/setup will be. If the numbers are right, you could create a good deal from a bad park. We normally don’t like to get into moving and setting homes, but we’ll do it if the figures are good enough. And we’ve done several that turned out extremely good.

				Working With Dealers

				Check out the new mobile home dealers in your area and see what they have on hand. It’s been my experience that most of the new dealers are only concerned with new sales. Sometimes they will make you a very good offer on an older home they’ve just taken in trade.

				In one case, a dealer called me on a home he had just taken in trade. The new home was set up in a different park, so the one taken in trade didn’t have to be moved. In a case like this, the dealer will usually try to find a buyer for the trade-in before any lot rent has to be paid. If the lot rent becomes due before they find a buyer, they usually have it pulled onto their lot and stored. If that happens, you will now have to figure in the cost of a setup. So it’s much better to negotiate with the dealer before the home is moved off the lot.

				This dealer offered to sell me the home for $2,500 when he first took it in trade, and was still on the park lot. A few days later, he dropped his price to $1,500. After several more days he dropped the price to $1,300. He was willing to take almost any price to keep from paying to have it moved to his lot, and then having to find a buyer.

				We got to know this particular dealer by stopping at his lot one day to see what he had in low priced, used homes. We explained to him that we were looking for a mobile home for a young couple that needed a place to live, but didn’t have much money. If we could find a home they could afford, we would buy it for them, and let them make monthly payments to us. So, the home would have to be inexpensive and already set up on a lot.

				The dealer showed us pictures of several homes that were still in the park, and the asking prices. We found two that looked interesting, got the keys and checked them out. One was 14 x 60, 12 years old and in excellent condition. The other was 12 x 65, 16 years old, and in good condition. We negotiated a quick cash price of $7,500 for both.

				We immediately placed a “For Sale--Will Finance” sign in both. Two days later I got a call from a man that was driving through the park looking for a home. He saw my sign, called me, and I sold him the 14 x 60 model for $8,900. He paid $1,000 down and signed a note for the balance. The 12 x 65 model was sold in three weeks for $4,000 cash.

				So it does pay to get acquainted with the new dealers. Let them know you are in the market for low priced used homes, and that you will even consider a fixer-upper if the price is right. They won’t consider you a competitor, but rather someone that can take some of their used homes off their hands. It’s good business for both of you.

				I’m always amazed, and puzzled, to see so many of the new dealers overlook, and pass up what I consider the best money makers...the used homes. They seem to focus only on selling a new home, making a one-time profit, and never seem to think about financing any of the older homes. And financing is where the real money is. In my opinion, they’re letting an awful lot of money slip through their fingers.

				New Homes vs Used Homes

				A friend of mine is the sales manager for one of the local new mobile home dealers. He explained to me the “floor plan” and profit potential for a new factory delivered home. After explaining all this to me, I was more convinced than ever there’s more profit in the older, used homes, than in the new homes. And, they’re a lot easier and simpler to do. When I got home, I did some “supposing.” See if you agree with my thinking.

				According to my friend, this is basically how the “floor plan” works. Suppose the factory charges the dealer $20,000 for a new single wide home. A bank, or some lending institution pays the factory for the home. The bank then charges the dealer interest on that $20,000. The interest is payable at a pre-determined rate, which might be the current prime rate, plus two points. For illustration purposes, let’s suppose the prime rate is 8%.

			

			
				That would mean that every month that home sits on the dealer’s lot, the dealer has to pay the bank 10% interest (10% of $20,000) which amounts to $166.00 monthly. If the home is not sold after six months, the bank can “curtail” the loan, which means that the dealer must now pay the bank 10% of the cost of the home, which in this case would be $2,000 (10% of the $20,000 dealer cost.) In some cases, if it’s not sold in a reasonable time period, the bank can require the dealer, or factory, to pay the remaining balance off.

				The dealers profit mark-up on this new home is approximately 25-30%. So, if the factory charges the dealer $20,000 for the home, the dealer prices the home somewhere around $25,000-$26,000, plus set-up cost, and any additional items the buyer wants with the home. Such as AC, skirting, decks, and etc. According to my dealer friend, a $5,000 profit on a $20,000 home is real good. He also told me they had to sell at least 3-4 homes each month just to pay expenses and break even.

				When the dealer finds a buyer for this home, the buyer will, in most cases, be required to qualify for a bank loan in order to buy. I just recently talked with two dealers and they both said that it was becoming more and more difficult to qualify people for a bank loan to buy a new home. One dealer told me that he used to be able to qualify 7-8 applicants out of 10. Now he said he’s lucky to qualify 2-3 out of 10. Seeing the stack of applications on his desk, I have to believe he was telling the truth.

				I’m sure there’s a lot more about the new mobile home business that I don’t know about, but based on what I do know, I’ll stick to the cheapo deals. And I’ll bet you that I’ll wind up with more money, with far less work.

				To illustrate my point, here’s two of our recent deals. One was a home that we had a total of $5,300 invested. We sold that home for $10,900, $1,500 down and a note payable $237 monthly. The other was a home that we had $4,700 invested, and we sold that one for $12,000 cash. (Neither of these homes was a typical “Lonnie cheapo deal,” but they were too good to pass up.)

				Since most new dealers seem to have blinders on when it comes to selling and financing the used homes, there should be some good opportunities for you to arrange financing for those homes. Try working out a pre-arranged wholesale price with the dealer for a particular home. Then have them advertise the home at retail price, with financing available. You get to be the bank, and you can work out the terms to suit you.

				Or, the dealer could sell the home and carry the note. Then you buy the note at a discount price that you’re happy with. Just be sure to check out the buyer the same as you would if you were selling them the home, so you don’t wind up with a deadbeat. O.K., so much for new dealers.

				By now you should have enough ideas on how to find that first mobile home. They’re not that hard to find if you will just get out and start looking. Now, let’s get into what to look for.
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				Chapter 5

				What To Look For

				Let’s suppose you’ve found a mobile home that fits the category I’ve described. You have the chance to buy that home for $2,500, and you feel pretty sure you can sell it for at least $4,500-$5,000.

				There are exceptions to this price range of course, but for your first one, let’s stick with these figures. This home may not be in the best of condition, but don’t get one that will need a lot of work, especially anything that will cost you additional money. I’m assuming you know nothing about a mobile home, or what to look for regarding problems you will find in the home. So, let’s cover some of the things to look for when you check out the home.

				Floors

				One of the biggest problems you will find in the older homes is floor damage. Most all of the older homes have floors that were built with particle board. This is a pressed composition type board that looks like sawdust, that’s been pressed and glued together to make a board. It’s very cheap material and I guess that’s why it was used. I can’t think of one thing I would ever use this type of board for. It will hold up pretty good as long as it never gets wet. If water gets to it, it’s like an ink blotter, just soaks it up. It will then just disintegrate and come apart, and you have a hole in the floor.

				This type of damage is found mostly around doors, under windows, the bathroom floor, or anywhere that water can gain access to the floor. Sometimes the damage occurs because of a leak around the doors, or windows. Other times it might be caused from the owners simply leaving the windows open and rain water gets in.

				Check the floors around the doors by placing your foot over the suspected areas and putting some extra pressure on the weak area. If it’s bad, or a weak place in the floor, you will feel it give under your weight. If necessary, pull the carpet back and inspect the floor area. Next, do the same thing under all the windows.

				Now, check the bathroom floor, especially around the commode, tub and under the washing machine. Sometimes the washer has been leaking and caused a bad place in the floor. Unless you move the washer, a damaged area might not be visible.

				Before you get too concerned about finding a bad place in the floor, you should realize that this type damage isn’t normally a big expensive repair problem. However, it is a very good negotiating tactic you can use to negotiate a lower purchase price. When you find these damaged areas, you want the seller to be watching you at the time you discover them. More on this later.

				You also want to move any large pieces of furniture and check the floor under it for damage. I looked at a home one time and the floor looked real good with nice carpet. When I moved the couch, there was a hole about three feet by six feet that was covered by the couch. I was amazed how the owner was able to balance that couch over that big hole without it falling through. Thank goodness I didn’t sit down on that couch. The area was under a window that must have been left open all the time, and every time it rained, it just kept soaking into the floor.

				You’re probably thinking I would never buy that home in such a condition. Well, I did buy it, but at a much lower price than the seller was asking. And I sold the home in the same condition that I bought it in, and made a good profit. But not without showing the buyer the damaged area and selling in “as is” condition. The buyer was able to do his own repair work, so it wasn’t a big deal to him. The entire repair job required one sheet of plywood, which cost about $20.00, and a few nails.

			

			
				It’s really not much more work, or expense, repairing a big hole in the floor, than it is a small hole, but it’s a great negotiating tool. I’ll get more into this later when we get to the part on how to negotiate the price.

				Plumbing

				Turn on the water and check for leaky drain lines. Next, check the plumbing for bad faucets and leaks in the water lines. Flush the commode and check for any signs of water backing up, or leaking around the base of the commode.

				Even if the home is vacant the water is usually still on. If not, that’s all the more reason to turn it on and check the plumbing. It might have been turned off because there is a problem. The water cutoff is usually beside of, or under the home.

				Ceiling

				Now, check out the ceiling for roof leaks. If there is a leak, or if there has been a leak, it will show a water stain unless it’s been repainted. In many cases the leak has been repaired and the ceiling was just never repainted. (This also makes for a good negotiating tactic.)

				If you find water stains and the ceiling is firm and appears to be solid, it shouldn’t be a problem. The stain just needs to be sealed and painted. (You might also want to put a coat of sealer on the roof if there is any question of a leak.) And again, these are not expensive repairs but can make a big difference in negotiating the purchase price.

				If it looks like the ceiling has just had a fresh coat of paint, ask if there was a problem with any leaks. Then look at the ceiling inside the closet for water stains. When ceilings are repaired and repainted, almost no one ever paints inside of the closet. If you find stains, question the seller and let him know you are concerned that it might still be leaking. Ask him when was the last time the roof was sealed. Another negotiating tool.

				Windows

				Now check the windows. Most of the older homes have the louvered crank out type windows and the cranks are the first thing to break, or wear out. But again, not an expensive repair item. If the window is too bad, just replace it with a new one. They’re not that expensive and it’s not a big job. We’ve replaced windows that were too bad to repair, and the most we ever paid for a new window was $60. In most cases a new window can be installed in less than an hour.

				Appliances

				If the electric is still on, check out all the appliances, AC, furnace, and etc. If the power is off you won’t be able to check everything, so you will have to either negotiate a price based on not knowing, or have the power turned on and then check everything.

				You could make the purchase agreement subject to the heating, air conditioning and appliances to be in good working order, and hold back a portion of the purchase money until they can be checked out. But keep in mind, you should be buying that home at such a low price that even if something doesn’t work, you will still make a good profit by either lowering your sales price and selling “as is,” or having any necessary repairs made.

				We sold a home one time with a furnace that didn’t work, and I explained this to my buyer when I showed him the home. He said that didn’t bother him, that he used to work on furnaces. He bought the home knowing the furnace didn’t work, and later on installed a new one. Since he was able to do the work himself, it was still a good deal for him. Just be up-front with your buyers and explain any problems that you know about. Don’t try to hide a problem, or deceive them. You won’t build up a good reputation by doing that.

			

			
				The real reason this man bought the home was because I was able to offer him a better deal with a bad furnace, than I would have, had I installed a new one. If I had gone to the expense of having a new furnace installed, the sales price, and terms would not have been as good, and he might not have been able to buy.

				When I negotiated to buy that home, knowing the furnace was bad, what effect do you think it had on my purchase price? How many people would be interested in buying when they found out the furnace needed to be replaced? So learn how to turn problems into opportunities.

				For the prices you’ll be paying for these homes, you should expect to find some problems. But they shouldn’t be major problems that would prevent a buyer from being able to move in and live there while they make the repairs. In most cases, the sellers are living in the home with the problems.

				For most jobs, the cost for materials is not usually very expensive. The real cost is the labor to have the work done. If the buyer can make their own repairs, they’re not all that worried about a repair job. What may seem like a big problem to you, may not seem like a problem at all for them. And since they never figure in the cost of their labor, it’s like getting people to work for free.

				Wheels And Axles

				Check to see if the home has wheels and axles. Hopefully, you will never have to move it, but if you ever do and it doesn’t have wheels and/or axles, the mover will charge you extra for this. It’s not a deal killer, but be aware of the extra cost if you should ever have to move it, and negotiate the purchase price with that in mind.

				We’ve had several moved that didn’t have wheels and axles, and the extra cost ranged from $100 to $180. The cost depends on the number of wheels, and whether the axles also have to be installed. Once the home is blocked, the wheels and axles are removed. (If the hitch is bolted on, rather than welded, I have the mover take it off and slide it under the home. This makes for a better looking unit, and it’s also easier to install the skirting.)

				Electric Service

				One very important thing to check out, is the electric service. Most parks provide electric service to the mobile home by installing the main meter base on a pole near the home. The service is then run from the meter base to the service panel inside the home. Normally the park has the obligation of providing proper service to the pole, and the home owner’s obligation is from the pole to the service panel inside the home.

				Several times we’ve run into a problem with a couple of the parks about the electric service. If the meter base on the pole has less amperage than the service panel inside the home, the meter base would have to be upgraded to a size that will equal the one in the home. For instance, if the panel on the pole is 60 amps, and the panel in the home is 100 amps, then the one on the pole has to be replaced with one that is at least 100 amps.

				The park is really responsible, or should be responsible, for upgrading the meter base, and furnishing sufficient electric service to that point. But I know of several cases where they forced the home owner to have it done in order to keep the home on the lot. So be aware of this and check it out before you agree to purchase the home. The cost can be anywhere from $500 to $1000 to upgrade, depending on the distance from the pole to the home.

				You should get familiar with what the park requires and also, what your local electrical codes and requirements are. This could help you avoid any unexpected expenses that may be necessary in order to keep the home on the lot.

				Sometimes a simple problem can be corrected before an electrical inspector shows up. But once an inspector finds anything wrong, they love to find more problems, and usually do. If that happens, you can count on having to hire a licensed electrician, electrical permits, delays and more inspections.

				I’m not implying that you should take any short cuts or chances with the electrical system. If you have any doubt, have a qualified electrician check everything over, and correct anything that may be wrong.

				Sometimes the home owner monkeys with the service panel, adding more outlets or whatever, and can easily create a real fire hazard. If that should be the case, you need to have it checked even if an inspection isn’t required. All it takes is one spark from bad wiring to set a home on fire. And you certainly don’t want anything like that to happen.

			

			
				Aluminum Wiring

				In some of the older homes, aluminum wiring was used instead of copper. This seems to be a big concern with some people, but I’ve never experienced a problem with aluminum wiring. If it’s installed properly, there shouldn’t be any more of a problem than with copper wiring. I’ve owned a number of rental units, both houses and apartments that had aluminum wiring, and never had a problem.

				There was quite a bit of aluminum wiring used in the early 70’s, because there was a copper shortage at the time. And I understand there was some reported problems. But in almost every case, it was because of improper installation, or improper material, not because of the aluminum wiring.

				Now don’t think everything has to be just right and the home has to be in squeaky clean and shiny condition in order to buy and sell for a good profit. Once you do a few deals, you’ll be surprised at what will sell if you will just offer that buyer the right terms and price.

				And if you don’t mind doing a little fix-up, you can really get some steals. You can take a mobile home that looks horrible, and with a little material and work, turn it into a big money maker in a short time.

				There are very few buyers for homes that need considerable repairs. If you know a good handyman that you can hire to do the work, or if you’re handy at making repairs, there are some excellent opportunities in buying homes that look bad and need work. Sometimes all the home really needs is a good cleanup, some painting and carpet, and you increase the value tremendously.

				One of the best things you can do to give it curb appeal, is new vinyl skirting. There are not many things any uglier than a mobile home sitting on a lot without skirting, or torn and missing skirting, and all kinds of junk stored under it. That alone will turn a lot of people off. So give the exterior and the yard a good clean up.

				



			

	






			

			
				Chapter 6

				Negotiating The Purchase Price

				You’ve called on several ads, talked with the sellers, and you’ve narrowed your choice down to one that sounds like what you’re looking for. So you and your spouse, or partner, make an appointment to go see it. (When you go to look at the home, take your spouse with you. If you don’t have a spouse, get a friend or partner to go with you. I’ll explain the reason for this later.)

				According to the seller the home is in good condition and the reason they want to sell is because they’re being transferred out of state. Your instincts tell you they’re anxious to sell and are willing to negotiate.

				Blue Jeans & A Pick-up Truck

				When you go out to meet with the sellers, don’t drive up in a big expensive car, wearing a suit and tie. Wear causal clothes and drive a pick-up truck if you have one. If the only car you have is an expensive one, park it so it’s not visible when the sellers open the door. Don’t try to give the sellers the impression that you’re some hot-shot, big time wheeler and dealer who’s there to steal their home. First impressions can make, or break a deal. You only get one chance to make a good first impression, so try to make a good one.

				When you first meet the sellers, take a few minutes and let them warm up to you. Don’t start off talking business as soon as you walk into the home. You’re a total stranger at that point, so you need to get the sellers relaxed and feeling comfortable with you. Try to pick a topic on something they would like to talk about, and just get them to talking. When you can feel they are relaxed and comfortable with you, then start asking them about the home. Take your time and don’t rush them.

				Also, keep in mind that mobile home might be the best life style they’ve ever known. So by all means don’t make any derogatory type remarks, or comments about their home, or their life style. If you come across in a way that offends them, it’s almost a sure bet they won’t do business with you. If they’re not comfortable with you, it will be difficult to make a deal.

				Sometimes You Can “Smell” A Deal

				I mentioned that you want to act and talk on their level. That’s true up to a point, but there are exceptions. Since you might be entering a world completely unfamiliar, and unbelievable to you, let me warn you what you will encounter sometimes.

				We looked at a home one time and I couldn’t believe there were people on this planet that could live like this couple. When those folks opened the door, I thought I was at the city dump. The smell was so bad it made my eyes water, and it was coming mostly from the sellers, not the home. You didn’t have to wonder what kind of soap and deodorant they used, you could tell right away they didn’t use any.

				You would have thought this couple was running a trash and garbage business, and the mobile home was the dumping grounds. There was just enough of a pathway to walk from one room to the next. When I was trying to step over boxes to check out the home, the woman said, “Excuse the mess, I’ve been sick and haven’t had a chance to straighten up.” Yeah, right.

				This couple had the most negative, depressed, down in the dumps attitude I have ever seen. They had all kinds of problems, all of which were caused by somebody else. It was obvious they had no self discipline, no financial discipline, and refused to accept responsibility for any of their problems. This was truly a couple of society misfits that thought the world (and tax payers) owed them a living.

				While I was talking with them, the thought went through my mind, “You folks have been dead for a long time and nobody got around to having your funeral.” So, there are times that you might consider ignoring my advice.

				But even though this home looked bad and smelled bad, I could see opportunity. I just needed to hold my nose and look at this situation in a different light than what most people would. Considering the condition of this home and the sour attitude of this couple, what chance did they have of finding a buyer, especially a cash buyer?

				If you will learn to look beyond the trash, debris and smell, you will get some real bargains. And that’s what I could see in this home. Once all the trash, carpets and smell were replaced with fresh paint and new carpet, I would have a good money maker. So don’t be too quick and get turned off when you look at a home in this condition. They’re the ones that offer the best opportunities for turning “trash into cash.”

			

			
				When you arrive at the home and the seller invites you in, just start chit chatting and making small talk. The sellers should do most of the talking, and you should do most of the listening. And listen closely for any clues in their conversation that will tip you off as to their real reason for selling, and how motivated they are.

				Try not to give the impression that you’re giving them the third degree, but just casually ask questions on where they’re moving to, how long they’ve owned the home, when they have to move, if they’re buying a house, and etc. If they’re buying a new house, find out when the closing takes place. (They may be under a time pressure, which will work in your favor.) Ask them what happens if they can’t sell their mobile home before they have to move.

				At this point, you’re simply trying to get all the knowledge you can, to put you in a better negotiating position when you start talking price. After doing this for awhile, ask them to show you through the home.

				All the time you were talking to the sellers, both you and your spouse were looking around for any problems you could see in the home...such as a bad place in the floor, ceiling stains, broken windows, bad places in the carpet, and anything else that needs fixing. You don’t mention these things to the sellers then, but rather just make a mental note so that you can bring them up at the appropriate time, later.

				The Squirrel Dog Technique

				Now, it’s time to check out the home. This is where my spouse comes into the picture. When the seller starts showing me through the home, Joanne is walking over to a different part of the home and checking it out. Pretty soon she might say, “Lonnie, come here and look at this!” I walk over to where she is, and she has a surprised look on her face while she’s pointing to a bad place in the floor. She says, “There’s a hole in the floor here!”

				I’ll bend down and start feeling around that spot, might even lay the carpet back, and with a startled look on my face, look up at the seller and say something like, “Good grief, what happened here?” The sellers reply might be “Oh, that’s where we had a little leak around the door and I haven’t had a chance to fix it yet.” Then I might add, “Oh, then you’re planning on fixing it before you sell the home?”

				Now he knows, and you know, that he has no intention of fixing it. After all, it’s probably been that way for ages. But you want him to think that he will either have to reduce the price to cover that damage, or have it fixed.

				While I’m carrying on this little conversation with the seller, Joanne has drifted off to another part of the home. Now, let me explain exactly what we’re doing. This is what I call our “squirrel dog” technique. This is the way it works and let me assure you, it gets results. I’ve gotten a lot of laughs about this little system, but it works. Learn to use it.

				In my younger days, my father-in law and I used to go squirrel hunting. My father-in law had a squirrel dog that would rather hunt squirrels than eat. Whenever that dog saw us pick up a shotgun, he would go crazy, running around and barking his head off and getting so excited he couldn’t stand it. Sometimes I thought he was having a mad fit and needed to be shot. But old “Toots”(that was his name) was without a doubt the best squirrel dog to ever trail a squirrel.

				For some of you folks that might not be familiar with squirrel hunting, let me explain how we hunted them. We used a dog to hunt squirrels. The dog would run all around in the woods until he picked up the scent where the squirrel had been on the ground. Once Toots picked up the squirrels scent, he would start barking and follow the scent to the tree that the squirrel had gone up. Then we would hustle over to that tree and start looking for the squirrel. So the dog had “treed” a squirrel.

				Now just as soon as old Toots knew we had the right tree in sight, he would take out looking for another squirrel. He wouldn’t even wait for us to make the kill. I used to think that if I was old Toots, I’d want to wait around to see the results and at least get my nose on the squirrel.

				But Toots was gone in a flash and when he treed again it might be three miles away. When we heard him bark again, my father-in law would say, “Well, old Toots has treed again.” And we would hustle over to that tree.

				Toots could find plenty of squirrels, but he would run us to death trying to keep up with him. When we came in from a day of hunting, we had all the squirrels we wanted, but we would also be dead tired from trying to keep up with Toots. (If you happen to be a “jogger” to get your exercise, just get yourself a dog like Toots and do some squirrel hunting, and I can promise you that you won’t need to do any more jogging.)

			

			
				I remember telling my father-in law one time that if we could just teach old Toots that he didn’t have to cover the whole state to find squirrels, we could go hunting more often. If we could have stayed in a smaller area, it wouldn’t take so long to rest up. (And the same principle applies to finding mobile home deals. Stay as close to home as you can.) Now, back to checking out the home.

				While I’m still talking to the seller about the hole in the floor, Joanne drifts off to another part of the home and pretty soon I hear, “Lonnie, come here and check this!” I’m thinking, “Well, Joanne has treed again.”

				This time she might be pointing at the ceiling and saying, “The roof leaks, look at all that damage up there!” So I look real surprised at seeing “all that damage” and might say to the seller, “How long has the roof been leaking?” (Actually, it may not even be leaking. It could very well have been an old leak that was repaired and the ceiling never was painted. But it makes for a good negotiating tactic.) Now the seller is trying to explain that he fixed the leak, but just didn’t get around to painting the ceiling. Then I might ask, with a frown on my face, “Are you real sure the roof’s not still leaking?”

				While this is going on, Joanne has hit the trail and it’s not long before she’s treed again. Pretty soon I hear, “Lonnie look at the wiring on this water heater, do you think the inspector is going to pass that?” And I’ll probably say something like, “No, that won’t pass, that’s one of the first things those inspectors look for. They’re really strict on the electrical system in these mobile homes.” Then I say, “Gee, I thought you said this mobile home was in good shape, but obviously it needs a good bit of work.” Then I’ll say, “And you want how much for it”?

				The seller might have started off asking $4,000 for the home, but by now I can almost feel him thinking, “Well I’m not going to get $4,000 from these people, I’ll have to drop the price. Wonder what they will pay?”

				All we’ve really been doing is pointing out things that the seller already knows is wrong with the home, but now he realizes that we also know about these problems. And now that we do know about them, we aren’t quite as anxious about buying the home.

				Then I might say, “What do you think it’s going to cost to get all this work done?” Or, I might say, “Will you fix everything if I pay you your asking price?” Of course he’s not going to fix anything. If he hasn’t fixed it during the time he’s been living in the home, it’s not much chance he’s going to do any fix-up to sell it. But you’ve destroyed any idea in his mind that the home is worth what he’s asking, so now we can get realistic and start talking real numbers.

				I’ll keep talking and Joanne might say, “Lonnie, I don’t think we should buy this home, it needs too much work. Let’s go look at the other two we called on.” And I might say, “Yeah, I think you’re right.” So I say to the seller, “Well, I appreciate you showing us your home, but I think it’s a little too rough for what we wanted, especially for the price you’re asking.”

				We’ll go out and get in the car to leave. After I start the engine, I’ll roll down the window and say to the seller, “Say, if we don’t buy either one of the other two homes that we’re going to look at, what would be the best cash price you could let this one go for, considering all the work it needs?” By then his answer might be $3,000. After a little hesitating, I tell him that I’ll think on it and maybe get back to him later.

				My Favorite Question

				Later on that day, or the next day, I’ll either call, or go back and tell him that we’ve just about decided to buy one of the other homes, but thought I’d check with him again before I did. This is when I will say, “Look, if I could get you the cash right now and sign a purchase agreement, what is the absolute best cash price you can sell your home for?” (That’s one of my favorite questions when I’m negotiating to buy something.) And then I shut up and wait for his answer. The next person to speak will be the seller.

				By then it’s a very good chance he will say $2,500. If that’s the target purchase price that I had my mind set on to begin with, I’ll draw up a purchase agreement and give him a $100 deposit. I tell him that I’ll have the rest of the money as soon as they are out of the home, and ready to turn the keys over to me.

				What I’ve just described to you is exactly how we’ve bought a number of homes. In one case the seller was asking $2,500, instead of $4,000. When we first looked at the home and talked with the sellers, we found out they were moving out of town the next week, (a real motivated seller) and really needed to sell their home. We used the “squirrel dog technique” just like I’ve described, and the seller dropped to $2,000, then to $1,500.

			

			
				This particular home was one I called on about an hour before we were due to meet my daughter and granddaughter for lunch. It so happened that it was located in a park on the way to where we were having lunch. So we stopped on the way and checked it out. We went through the exact little act that I’ve described, got ready to leave, started the car up, rolled the window down and I asked him what would be his best price.

				The husband and wife looked at each other, and the husband said $2,000. But when he said $2,000, it sounded more like a question, rather than a statement, so I knew they would take less. I told them I was running late for an appointment, but would get back to them later. The real reason I didn’t want to give them a decision then was because I had never done business in that park, and I wanted to go by the office, meet the owner or manager, and make sure I wouldn’t have any problem keeping the home on the lot.

				After meeting the owner and explaining what I wanted to do, he assured me there wouldn’t be a problem...just an application from anyone wanting to rent the lot and some simple rules that he required. He didn’t allow rentals, and no pets (my kind of man). Before we left, he even told me about another home in the park that was for sale. (What did I say earlier about getting to know the park owners and managers?)

				We left to meet my daughter and granddaughter. While I was eating lunch I remembered that I had left my briefcase at home and didn’t have anything to write up a purchase agreement on. I usually always have this with me in case I run up on a deal and need to make an offer, or purchase agreement, but this time I forgot and left it at home. But, no problem.

				When we got through eating, I asked the waitress for a clean place mat that I could take with me. The sellers had already moved all of their belongings out of the home and I didn’t think they would have any thing to write up the agreement on. That’s why I wanted the place mat, I intended to turn it into a purchase agreement.

				We went back to see the sellers, went back inside the home for another look, and my squirrel dog treed a couple more times. Then I asked the question, “If I could get you the cash today, what is your absolute best price?” Their answer was $1,500. That was the exact price I was shooting for, but I wanted the seller to name it, not me. Now they can tell their friends they got their price. It might not have been the price they wanted, but they were the ones that named the price, not me.

				I feel sure I could have gotten another two or three hundred dollars off the price, but the seller had quoted the price I wanted to hear, so I agreed. I once heard someone say that you should leave something on the table for the other party. So when you know you have a good deal, don’t try to beat the other guy into the ground. They will do business with you again if you treat them fair. And you also might get some referral business from them in the future.

				Now that we had a verbal agreement, I tore the place mat in half and wrote up the purchase agreement on both pieces, (Hey, I never claimed to be a real sophisticated business man), we all signed it, and I gave the sellers a $100 deposit. I didn’t actually pay them the rest of their money until the next day. The agreement was that the furnace and appliances were to be checked out and be in good working order, and we didn’t have time to do it then.

				Let The Seller Name The Price

				Now, did you notice I never named a price the whole time we were negotiating? I simply kept asking questions until the seller quoted the figure I wanted to hear. When he named the price I was happy with, we had a deal.

				I usually never mention a purchase price on most of the homes we buy. I just keep asking the right questions, and using our squirrel dog system, and wait until the seller names the figure I was waiting to hear. That way, the seller feels much better about the whole thing. They may not be getting what they were hoping for, but they can say they named their price, and got it.

			

			
				If the seller fails to drop the price to what I have in mind, I try another technique that I’ll go into later. So try the squirrel dog technique that I’ve described. It works for us, and it will work for you.

				When I first explained this squirrel dog technique to Joanne, she said “Hey, I don’t appreciate being compared to a squirrel dog.” But when I explained that old Toots was absolutely the best squirrel dog there ever was, and could never be replaced, she said, “Oh, that makes me feel much better, thanks a lot.”

				Now, let’s go through another actual deal we did. This lady had an ad in the paper to sell her mobile home and she was asking $5,000. I called her and she went through all the sales pitch and described the home. She said it only needed a few minor things fixed, and overall, was in good condition.

				I asked her if anyone had looked at the home and wanted to buy it. She said, “Yes, but no one has the money. Several people wanted to know if I would finance it, but I can’t do that. I need all the money I can get to help me move.” When I asked her how negotiable she was on the price if she could get a quick cash sale, she said she wasn’t sure, but to come out and talk. So, I made an appointment and Joanne and I went out to check it out. (I never leave home without my squirrel dog.)

				When we first walked into that home, I noticed boxes stacked everywhere. (Learn to be observant and look for things that will put you in a more favorable negotiating position.) She had most of her things packed and was ready to hit the road for Florida. The only thing stopping her was that she had to sell her home before she could go.

				She showed us through the home, Joanne “treed” a few times, we went through our usual routine, but she still wasn’t willing to come down very much on the price. When we left she was holding firm to $4,500 as her lowest price. I left her my name and phone number and asked her to call if she could see a way to do any better on the price.

				I explained to her that we couldn’t afford to pay her asking price. If we didn’t find a buyer right away, we would have to pay lot rent, advertising cost, and we might also need to make some repairs in order to sell. It would be hard to do that and still be able to make a profit. We left and took the “sit back and wait” attitude.

				A couple of weeks went by and the seller called offering to drop the price to $4,000. That was still too much. A couple more weeks went by, and by now she had another month’s lot rent to pay. When she called the next time, she said she would take $3,000 if I could take it off her hands immediately. I told her that I would think on it, but didn’t feel I could afford to pay more than $2,500 at the most. She didn’t hang up on me when I named that figure, so I told her I would try to get back out the next day and take another look at the home and see if we could strike a deal.

				The next day I called and asked her if she would be willing to take $2,500. She said she wasn’t sure, but she asked me to come out again and talk. So, we went back out to take another look. We went through the home again, and Joanne treed a couple more times. I then asked the question again, “Would you take $2,500 for your home if I can take it off your hands right now?” She said she would.

				By then she had been trying to sell for over a month, had paid another months lot rent, plus advertising, and living with all her belongings packed in boxes. She had gone from an unmotivated seller, to a very motivated seller, all within a month, or so. But still, I really wasn’t sure I even wanted to buy for $2,500. So I told her I would let her know in a day or two.

				We got in the car, started it up to leave, and I thought, “If I can get it for $2,000 I’ll buy.” I cut the engine off, knocked on the door and asked her, “Would you take $2,000 right now for your home?” She said, “In a heart beat.” This was about 8:30 in the evening, so I wrote out a purchase agreement and gave her a $100 check for a deposit. The next day, when she had everything out, I paid her the balance and got the title.

				Did you notice that up until the time when I asked her if she would take $2,500 for the home, I had never mentioned price? She was the one that set the price each time, and she had started at $5,000, and was pretty firm. But we were able to purchase that home for $2,000 by using the simple techniques I’ve just shared with you.

				If we had offered her $2,000 the first time we talked, she would probably have thrown us out and never called again. By taking it one step at a time, we were able get her to lower her price from $5,000 to $2,000. Of course, there’s always the chance someone else might have come along and paid a higher price and we would have missed out. But since $2,000 was all the home was worth to us, we stuck to our target price. If we had missed buying this one, so what? There are thousands more out there.

			

			
				So even though you find a home that’s priced much more than what you’re willing to pay, call anyway. Using this approach, you can often make a good deal, and get the home for the price you’re willing to pay. If you can’t, what have you lost? It’s still good practice, and you’re gaining experience and a chance to improve on your negotiating skills. And of course, sometimes the seller will find a buyer willing to pay their price and you don’t get the home. But better to miss out, than pay too much. You can’t go broke on a missed deal.

				Don’t ever get emotional and think that you must buy any particular mobile home. If the numbers don’t add up, and it’s not a good deal for you, pass it up and go on to the next one. With over nine million in the country, and thousands of new ones coming out of the factories every year, there isn’t going to be any shortage of mobile homes in our life time.

				Get A Trade-Off

				Now, let’s suppose you’ve been able to get the seller to drop their asking price almost to what you were willing to pay, but they just wouldn’t come down any more. Even though you haven’t reached your target price, you feel it could still be a good deal for you. Let’s suppose you’re within $500 of what you were hoping to buy that home for, but the seller stands firm. What could you do to make the deal a little better?

				Try getting something in place of the price reduction. For instance, let’s take the case we just covered. Suppose the lady absolutely wouldn’t take any less than $2,500 and our target purchase price was $2,000. Since we can’t get the seller to drop the price to $2,000, let’s try for something else to make up for the extra $500 we have to pay.

				I might say to the seller, “If I agree to pay you $2,500, will you let the air conditioner stay that you had planned on taking with you?” Or, will she will leave the refrigerator she had planned on taking...the washer and dryer...the curtains...lawn mower, or anything of value. If she leaves anything that isn’t needed in order to sell the home, sell those items for an extra profit that will help make up for having to pay her more than you wanted to pay for the home.

				Try to get the seller to throw in next months lot rent. I could say that if we had to pay a months lot rent on top of what we were paying for the home, plus advertising, and then maybe not be able to sell for a month or two, that we just don’t see how we could make a profit. In several cases, that’s what happened. The sellers agreed to transfer their security deposits to us in order to pay the next months rent. So try to get something else of value to make up for the extra $500 you will be paying for the home.

				Check The Title

				O.K., you now have a verbal agreement to buy that home. Before you sign the contract and pay the deposit, look the title over and make sure everything checks out. Then ask to see a picture ID and verify their social security number to be sure that the seller is actually the person on the title. If more than one person is on the title, check each of them out. Also, compare the information on the title to what you have on your contract...make, model, year and ID number of the home.

				Make sure the title does not have any liens on it. If a lien has been recorded on the title, it must plainly state that it has been paid, satisfied and signed by the lien holder. Normally, the seller wouldn’t be able to obtain possession of the title if there is still a lien recorded and not satisfied. The title would be held by the lien holder until the lien was satisfied, and then forwarded to the buyer.

			

			
				Check also for any erasures, or alterations to the title that would make it invalid. Sometimes the seller will think they have it sold and write in the buyers name. Then the sale doesn’t go through, and they will try to erase the name. In that case, the title is no good and a duplicate title must be obtained by the seller.

				When you pay the sellers the balance of the purchase price, have them sign the title and deliver it to you. The title has to be signed exactly like it appears on the title, and by all parties on the title. Some states require the signatures on a title to be notarized, some don’t. Check with your DMV to see if this is the case where you are

				You should also check the identification on the people that buy, or rent homes from you. This is to ensure that you won’t have a problem in the event you have to take legal action on them in the future.

				I rented a house to a couple one time and didn’t check their identification. Later, I had to file an eviction notice and found out they weren’t the people I thought they were, they had given me a phony name. Now I always check identification on anyone I do business with. Make it your habit to do the same.

				O. K., we’ve covered what kind of home to buy, what to look for, how to find them, what to look for when you find one, and how to negotiate the purchase price. Now, let’s learn a little about making repairs and doing fix-up work. I recommend selling in “as is” condition whenever possible, but there may be times that you will want to do some fix-up. If so, you should know what’s involved and have a good idea of the cost of materials and labor, so you won’t wind up paying more than you should.

				



			

	






			

			
				Chapter 7

				Making Repairs

				You know what to look for, now let’s get into the basics of how to do the fix-up, if you decide to go that route. Even if you don’t plan on making repairs, you should at least learn as much as you can about the various types of repairs, so you will know what to expect should you need to hire someone to make repairs. I recommend doing little, or no fix-up and selling in “as is” condition. It’s much better to let the buyer do the work, and much less expensive, too.

				We try to reward the buyer for doing the fix-up by lowering the price, offering better terms, paying a months lot rent, or whatever it takes to make a quick deal. That works a lot better for me since I’ve gotten too lazy to pound nails and saw wood. I come out much better by selling it to the buyer in “as is” condition, even at a lower price, than I would if it was fixed up. And, I can use the time I would have spent doing fix-up, looking for another deal.

				Floors

				Let’s say you find a home that has a bad spot in the floor. If the carpet is in good shape, just unfasten it and lay it back out of the way until you have access to the damaged area. Check to see that no wiring or plumbing is in the bad area, then just cut out the bad wood. Cut a new piece (3/4 inch plywood) to fit and nail it in place.

				Be sure to install the new piece of wood so that it’s over a floor support, otherwise it will be weak and will give when you walk on it. If there’s no support where you cut the bad section out, install a piece of 2 x 4, or some kind of support, before you nail the new section down. Then lay the carpet back in place and fasten it down with a staple gun, or small tacks.

				It’s better to use a portable electric saw to do the cutting, it’s much easier and does a better job. But, you can do it with a hand saw if you don’t have any electricity to the home. If the power is off, borrow electricity from a neighbor and run an extension cord. Pay them a few bucks, or give them a six-pack.

				Back when I was full of energy and did my own work, I kept a portable gas powered generator for small jobs. You might consider buying one and having it on hand. They really come in handy, and are very convenient when you need electricity for a small job, or to run a vacuum cleaner when doing clean-up.

				If you find a floor that has numerous bad spots, or if the entire floor needs replacing, you might consider installing an entire new plywood floor on top of the old floor, without taking the old floor up. It’s much easier, takes a lot less time, and you still get a new floor. Once the carpet is down, you can’t tell the difference anyway.

				Disconnecting The Commode

				If the bathroom floor needs repairs, it’s a little more work if the damaged area is around the commode, but still not a big job. Just follow these three steps:

				
						


				

				Floor Vinyl

				It will usually be necessary to install new vinyl in the bathroom after floor repairs have been made. This should be installed before you reset the commode. Just be careful when you’re trimming the new vinyl so that it fits neatly around everything.

				Once you have the new vinyl trimmed to fit, lay it back and spread some floor adhesive down. Lay the vinyl in place and work out any air bubbles that may be trapped underneath it. Later, if you find any air bubbles under the vinyl, use a razor blade and make a small slit in the vinyl over the bubble and work the air pocket out.

				Another option you might consider is installing indoor-outdoor type carpet, instead of vinyl. We’ve done that several times and it’s much easier than trimming vinyl to fit around everything.

				When you reset the commode, be sure to use a new wax seal. The wax seal goes between the floor flange and the commode to prevent leakage. You get them at any hardware store, or any place that sells plumbing supplies. They only cost a couple of bucks, but they serve a very important purpose...preventing leaks that will cause considerably floor damage.

			

			
				Bath Tub

				Check around the bath tub and shower for cracks that may have developed due to missing, or cracked caulking. If it looks bad, clean out all the old caulking and apply new. The best kind to use is the silicone type. When it dries it’s like rubber, stays flexible, and is very durable. It will cost a little more, but definitely worth the extra cost.

				Shower Stalls

				If the shower stall walls are bad, consider installing a new wall kit. This is a vinyl kit made so that you can cut the pieces to fit, and then glue them over the old wall...providing the old wall is solid. If the wall is in bad condition, tear out the bad sections and replace with plywood. Then install the new vinyl sections using the proper adhesive. Caulk all the cracks and openings to prevent water leaks and you’re finished.

				Faucets

				If a faucet needs anything other than a new washer, or just some minor repair, I suggest installing a new one. Some of the faucets are so inexpensive now that it doesn’t make sense to try repairing an old one. And a new faucet gives a good impression when you show the home.

				Working with old plumbing fixtures can be very frustrating. Unless the item you need is very expensive, or hard to find, buy a new fixture and throw the old one away. You will save not only time and money in the long run, but also a lot of frustration.

				Ceilings

				Now, let’s tackle any ceiling problems that you might find. If you find any water stains on the ceiling, that doesn’t necessarily mean the roof is leaking. Most of the time the leak has been sealed, but the owner just never got around to painting the bad area.

				If it just recently rained, and you can’t find any sign of dampness, it’s a good bet there’s no leak. You could flood the roof using a water hose to check for leaks if you have any doubts. If no leaks are found, seal the stains on the ceiling with a paint that’s made especially for stains. Any paint store will have it. Just tell the clerk you want a water stain killer, or stain sealer.

				If you don’t use a stain sealer, the stains will bleed through the new paint regardless of how many coats you apply. You can also use aluminum paint, or shellac, to seal water stains, but it’s more trouble, takes more time for it to dry, and usually takes at least two coats of paint.

				If there’s any crayon, or ink marks, you need to seal them too, or they will bleed through. Once the stain sealer is applied, paint the ceiling with an inexpensive, flat latex water based paint, and you have a nice looking ceiling.

				If the wall paneling looks bad, but still solid, apply a couple of coats of paint. You’ll be amazed what a fresh coat of paint will do to improve the looks of a room. And it’s very inexpensive.

				If you paint wall paneling, I recommend using a semi-gloss latex paint instead of flat paint. It looks much better, it’s easy to clean up, and dries fast. And don’t forget to paint the inside of the closets, it gives a much better impression when you’re showing the home.

				Carpets

				If the carpet is bad, or real dirty, you might want to consider replacing it with some new inexpensive carpet. I’ve been able to find nice looking carpet for $4.00-$5.00 a yard. Granted, it’s not the greatest, but it’s all you need to go in the type homes you will be selling.

				On several occasions we installed the type of carpet that had foam rubber backing. It’s easier than installing the padding and the carpet, but still makes a nice looking job. Several times we’ve had a carpet shop do the entire job. They furnished the padding, carpet, and installed it for $9.00 a yard. What a difference it made when someone walked into the home. Six months after someone moves into the home, it probably won’t matter if it cost $5.00 a yard, or $20.00 a yard.

			

			
				You can also find some good deals on carpet at flea markets and yard sales. A friend of mine bought a whole pick-up load at a flea market for $200, enough to do two homes. Also, check the carpet shops for good prices on remnants and discontinued carpet. Nice looking carpet for the homes you will be dealing in need not be expensive.

				Probably the best impression you can make on a potential buyer when they walk into that home, is for them to see new carpet and vinyl inside the home, and nice looking vinyl skirting and a clean yard. Also, a fresh coat of paint on the outside if it’s needed.

				Now don’t start thinking that you need to make all these repairs. As I mentioned before, sell in “as is” condition any time you can. Or at the least, make only minor repairs and clean-up. But I think it’s very beneficial if you know just what’s involved should you need, or choose to make some repairs. The more you know about repairs, the less chance you have of getting ripped off by some dishonest repairman. By knowing what’s involved and the cost of materials, you will be able to determine if the prices are reasonable, or if the repairman is trying to take advantage of you.

				There’s a good repair book put out by Foremost Insurance Company that explains how to make all kinds of repairs to mobile homes. The cost is $24.95, plus $3.00 shipping, and you can order from—Foremost Mobile Home Fix-It Guide, PO Box 2450, Grand Rapids, MI 49501.

				O.K., so much for repairs and fix-up work. Now we need to find a buyer for that home. And buyers are not that hard to find, especially when your ad says that you are willing to offer financing with good terms.

				



			

	






			

			
				Chapter 8

				Finding A Buyer

				Let’s suppose you bought that home and now it’s time to find a buyer. You’re feeling a little nervous because you know that if you don’t get it sold by the end of the month the lot rent will be due and you’re the one who will have to pay it. Now you have to find someone who will buy that home, and you’ve never sold a thing in your life. So for your first deal let’s structure an offer so good that it should have people standing in line to buy it, but a worse case scenario for you.

				When you go out to show that home to your prospective buyer, don’t take your spouse with you, it’s just the opposite of buying the home. I’ll explain the reason in the next chapter.

				Let’s also suppose it takes you a month to sell this home. During that month you have to pay $200 lot rent, another $200 advertising cost, and another $100 on some minor repairs. You now have $3,000 invested in this home.

				You place an ad in your local paper in the “Mobile Homes For Sale” column. The top line of your ad says “WILL FINANCE.” The price is $4,500, $200 down, 9% interest and 36 monthly payments of $136.74. This ad should have your phone ringing when you hang it up.

				Let’s see how you will come out if you sold at this price, and on these terms.

				You find a young couple who’s just starting out and needs an affordable place to live. This couple had planned on renting an apartment, but you show them how they can use their rent money to buy this mobile home for less than they would have to pay for rent. When you explain to them how they can own this home in three years, instead of having thirty six rent receipts, they decide to buy.

				They pay $200 down and sign a note for $4,300, 9% interest, payable $136.74, for thirty six months. Now, let’s punch in the numbers and see how you did. According to our chart, we’ve just structured a little note that yields 41%.

				How The Note Is Structured
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				Do you think you would really have a problem selling this home if you made an offer like this to some young couple who needed a place to live? Someone working for minimum wage should be able to afford to buy this home.

				By now I hope you aren’t quite as nervous. And once you do that first deal and get some experience, you will be able to do much better than this. The first deal is always the hardest. But can you see that when you buy right, just how much leeway you have? You have plenty of room to adjust the price...the interest rate...the monthly payments, or whatever it takes to get that home sold, and you still have a real good return on your investment.

				Now, let’s use some numbers that are “real world numbers” where we live. The home I told you about earlier that we bought on our lunch hour for $1,500, was sold in less than a week for $4,900. We got $500 down and took back a note for $4,400. The note was payable $172.05 for 30 months, 12.75% interest.

				Our advertising cost was approximately $50, and we also agreed to pay half a months lot rent ($100) that was owed. We did absolutely nothing to the home. We now had a total of $1,650 in the home. We received $500 down payment, which left us with $1,150 in a $4,400 note. My calculator says that’s a 176% yield. Just so you don’t think this is a typo error, let me spell it out...One Hundred Seventy Six Percent! Check our chart.
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				When I sold this home, I offered the buyer a $1,000 discount if he could pay the note off within 30 days. He’s trying to borrow the money from his credit union to do so. If he does, wonder what my yield will be then?

				Update...He did borrow the money and paid the note off. Now what’s my yield? Why not fire up your calculator and run the numbers to see how I came out? (And you might pretend that this was your deal, because you can do one just like it.)

				Here is the final figures. Our total investment in that home was $1,650. We received $500 down payment at the time of sale, and another payment of $3,400 in less than 30 days. How did we do? Regardless of what your calculator says, the correct answer is...“Good Nuff!”

				Even though we really don’t need the cash, and I love receiving checks each month, I never turn down the chance to grab the cash whenever I can. If the money is in my pocket, I can’t lose. I can always find another deal with the cash when I get it.

				Now you know why I said used mobile homes are my favorite way of making money. But be careful who you try to explain this business to. The majority of people don’t know, don’t understand, and don’t believe that you can legally earn these kind of yields. Most of the public has been brain washed, and brain trained by the banks, that you are better off placing your money with them, or in CD’s, T-Bills, or IRA’s, at ridiculously low returns. You try explaining the kind of returns you get on your mobile home notes to those kind of folks and they might think you’re inhaling some of those “wacky weeds,” or either you’re some kind of a flake.

				O.K., back to how to sell. The type of buyer you’re looking for might be a young couple just getting married, or maybe still living with their parents. Maybe they’ve been renting a small apartment and are tired of paying rent. They might even be paying more rent than what they could buy your mobile home for. If that’s the case, explain to them how they now have the chance to buy a home that will be theirs in a short time. And once it’s paid for, all they have to pay then is the lot rent.

				Wording Your Ad

				When we run an ad to sell a mobile home, we always have the first line read “WILL FINANCE” in large bold letters, following the make of the home. That’s what gets the phone ringing. In my local newspaper, the ads run in alphabetical order according to the make. For example, it might read...Conner 1981 WILL FINANCE, and the rest of the ad follows in regular size type.

				The ads appear in alphabetical order, but also in numerically order. I used to place an ad and list the make of the home first, followed by the year of the home. For instance, it might read...Brigadier 1982 WILL FINANCE. Then I discovered that the numerically order takes precedence over the alphabetical order. So now that same ad would read...1982 Brigadier WILL FINANCE.

				This would cause the ad to appear closer to the top of the column, and of course be read first. So find out how the position of the ads are determined in your paper, and have them formatted to appear as near the top of the column as possible. The closer to the top, the better the exposure.

				Some of our ads list the sales price and no monthly payment. Some will have the amount of the monthly payment, but no price. Some will have the price and down payment, but no monthly payment. We constantly change the wording to see what gets the best response. So experiment with the wording, price, payments, interest, and etc., to see what gets the best results for you. And don’t include everything in the ad, just enough to get the calls coming in.

				Sometimes if we hit a slow spell and the home doesn’t sell as quickly as we had hoped, we place a longer ad and go more into detail about the financing. If it’s close to the end of the month and we want to get the home sold before the lot rent is due, we might make the ad real attractive by offering a longer pay period, lower payments, or offer a low interest rate.

				One time we had a home for sale and it was taking longer than we had anticipated, so we tried a little different twist. We pulled that ad and ran a new one saying we would finance at 8 % interest. For people that are hung up on interest rates, that kind of ad gets attention. Your real profit is not in the interest you charge on the note, but rather on the spread between what you bought it for, and what you sold it for. So a lower interest rate doesn’t make all that much of a difference.

			

			
				If you buy the home right, you can carry the note at zero interest and still have a fantastic deal. And we’ve sold several where we didn’t charge any interest at all. This idea works real well if you have a home for sale that needs a good bit of fix up, or was left in bad condition after you repossessed it.

				In one case, we repossessed a home that was left in rough shape. The roof had leaked and caused ceiling damage, there were some bad places in the floor, and some other problems. We ran an ad for a “Handyman Special” in “as is” condition for $3,850, $250 down, $150 per month for 24 months, 0% interest. We got a quick sale and it was still good for us.

				Find out what works best for you by changing the wording in your ads occasionally. But keep in mind, what works good in one situation might not work as good in another. So if you’re not getting good results, change your ads every couple of weeks.

				If your buyers hot button is interest rates, offer to lower the interest. Several times, when the buyer kicked about the interest I was charging, I asked, “What interest rate would you like?” When they asked for a lower rate, I asked for a larger down payment, or a larger monthly payment, or both.

				If you understand how to punch the numbers on a financial calculator, you can make it say whatever they want to hear, and the end results will still be about what you want it to be. All you really need to do is juggle the numbers and make them come out like the buyer wants, and still have the bottom line come out like you want it to read.

				But it’s very, very rare that anyone asks me to lower the price, or complains about the interest rate. Sometimes the buyers might not be able to afford the monthly payments I want. If that should be the case, I can work out a lower payment by either getting a larger down payment, or raising the interest rate and increasing the term of the note.

				How Much Down & How Much A Month?

				Most buyers don’t really care about anything except being able to buy on affordable terms. Some don’t even ask what the interest rate is, or how many payments there will be. It’s usually, “How much down and how much a month?” That’s the question you will hear from most of your buyers.

				Here’s a typical example of what you will find quite often. We sold a home a for $10,900. (We had just bought it for $5,200.) When the buyers called on my ad, their first question was, “How much down payment do you have to have?” I gave them my standard answer. “It’s negotiable, but if it’s reasonable I’ll try to work with you. How much can you pay down?” They said $1,500, which was reasonable.

				Next question... “How much will the monthly payments be?” Again, my standard answer... “It’s negotiable, but if it’s reasonable I’ll try to work with you”. How much can you pay a month?” They said they could afford to pay between $300, and $325 monthly. I thought that sounded reasonable, so I agreed.

				With $1,500 down, that meant I would be structuring a note for $9,400. After punching the numbers for a minute or so, I offered to finance $9,400 for thirty six months, and the payments would be $315.59. They were happy with that, and we had a sale.

				Did you notice they never asked what the interest rate would be? They didn’t even know until I handed them the promissory note, and we read it over together to see if they had any questions. When they saw what the interest was the woman said, “Twelve and three quarter percent. Boy, that’s not bad. It’s a lot better than our car loan.”

				Is 0% Better Than 12.75%?

				Let me give you an example of how offering to sell at zero percent interest might be better than offering 12.75% interest (our standard interest rate). The monthly payments remain the same, or almost the same, and you still achieve basically the same results, money wise.

				We repossessed a mobile home one time and wanted a quick sale. We figured if we could get $6,500 for that home we would be happy. This is what our chart would look like if we had sold for $6,500 with $500 down, and financed at 12.75% interest.
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				If we multiply 36 payments of $201.44, we get $7,251, plus the $500 down payment, for a total of $7,751. This would be our total pay-out. We decided to try a little different technique that would still give us the same results. We ran an ad describing the mobile home and this is the way we worded the financing: $750 down, $200 per month for 36 months, no interest.

				If you add these figures up, (36 x $200=$7,200 +$750 down payment = $7,950), you will see that we wound up getting more money than we would have gotten by selling the conventional way.

				We sold that home the second day the ad came out, and the phone didn’t stop ringing for days. There must have been at least a dozen people that left their name and asked us to call when we got another one. So sometimes it pays to be a little creative and try something different. You never know what will work until you try.

				Now, back to my ad. The first line always says WILL FINANCE. You want your ad to be noticed when that potential buyer opens the paper, and words like these get attention. Then I list the size and number of bedrooms. (number of bathrooms only if it has more than one.)

				Your ad should include attractive financing terms, down payments, monthly payments, and etc., that will get the phone ringing. Next, what comes with the home, (range, refrigerator, air conditioner, shed, deck, fence, and etc.) Include any good features about the home, and location, that will generate calls. Such as...nice park, low lot rent, convenient to schools and shopping, and etc.

				Advertising in the city papers is expensive, so we try to keep the ad as short as possible, but still say enough to get that potential buyer to call. If it takes another line or two of text in order to list the attractive features of the home, or the fact you are offering good financing and terms, then do so. A three line, inexpensive ad that doesn’t produce any calls, will wind up costing you more than a five or six line ad that gets the home sold quickly.

				Keep A List Of Potential Buyers

				Let me add a little tip here that works well for us. When we run an ad, we usually have it run for two weeks, even though in many cases the home is sold before the two weeks is up. The reason for leaving it run for the entire two weeks is to continue getting calls so you can build up a list of potential buyers.

				Having a list of potential buyers and sellers on hand greatly increases your chances of additional sales without much additional cost. Sometimes, by having a list of buyers and sellers, it’s simply just a match-up game. Several phone calls between sellers and buyers may be all it takes to generate another deal, and another monthly check.

				If the home we’re advertising is sold and I’m still getting calls, I don’t tell the other callers that the home has been sold. I tell them that I have an application for that home, but I don’t know yet if it will be approved. Then I ask that caller if they would like to leave their name and phone number, and I’ll call them back in case this application is rejected. Then I get all the information I can on that person...what kind of home they need...what park or location they want it in...how much of a down payment they can make...what price range, and whether they can pay cash.

				Most of all, I try to find out how much money they have to work with, and how soon they need to move. And regardless of what kind of home they want, I tell them that I’ll have one like that real soon. Then I start looking for one.

				I make an effort to keep aware of what’s for sale in the various parks, and also what some of the dealers have on hand. Sometimes we’ve been able to sell homes before we actually bought them. We simply found the home and arranged to show it to a potential buyer that had left their name with us. If my buyer looks at the home and likes it, I negotiate a sales agreement with them and get a deposit, usually $100. Then I would get a purchase agreement from the owner of the home.

				Put The Seller To Work For You

				In some cases I’ve had a purchase contract from the sellers, but they needed to stay in the home for another week, or even a month before moving out. If I didn’t already have a buyer lined up for this home, I would offer the seller a few bucks to help me find a buyer by placing my “For Sale--Will Finance” sign in the window. If someone stops and wants to see the home, the seller shows it to them and saves me a trip. Also, if someone calls me and wants to see the home, I just send them out and have the seller show it. (Yeah, I know, I’ve gotten real lazy.)

			

			
				I ask the sellers not to discuss price with any potential buyer I send out. But, if my buyer should find out that I’m buying the home for $3,000, and pricing it to them for $6,000, and they have a problem with that, I just ask them if they have $3,000 cash to buy one. If so, they can go find one for that price. If not, I’m offering them a way to buy on credit with affordable terms and payments.

				Everything Has Two Prices

				I explain to them that everything has two prices...a cash price and a credit price. If they can pay cash, they pay less, if they buy on credit, they pay more. And if they don’t have cash, it doesn’t matter what the price is. I then show them how they have the chance to buy this home and have it paid for in 36 months. If they’re renting a place, I ask them how much value their 36 rent receipts will have after three years.

				So sometimes you just have to educate them a little and give them an attitude adjustment. And they understand how it is if you take a little time and explain facts. If not, tell them to go find one somewhere else.

				O.K., that should give you some ideas as to how to word your ad, and also, how to put the seller to work for you finding a buyer. Now, let’s cover some more ways to find that buyer.

				As soon as we buy a home, we immediately place a sign in the window that it’s for sale in big letters saying “Will Finance.” Get a sign that looks good, one you can purchase already printed up from the hardware store, or have a professional sign painter make you one. Don’t use some crude handmade sign made from cardboard with sloppy writing. Place it where it can be seen from any direction and by anyone driving, or walking by that home. If need be, place two different signs in two different windows, but make them visible to anyone that gets within eye-sight of that home.

				A friend of mine uses a sign that is mounted on a stand, which is placed in the yard in front of the home. This sign has the “For Sale--Will Finance” on it, but he also has a mail box attached to the sign with brochures in the mail box. He has a notice on the mail box that says... “Free Brochures-Please Take One.” The brochures have all the information about the home...price...down payment...terms, and etc. He’s had very good results using this technique And it’s free.

				I normally don’t put much information on the sign other than to say it’s for sale, and that I’ll finance it. The price, down payment, monthly payments, or the terms are usually not posted. I do state what comes with the home, (range, refrigerator, AC, and etc.) If the home is 12 feet wide, I leave that off, but if it’s 14 feet wide, I show that on the sign. If it’s a 2 bedroom home, I usually leave that off, but if it has 3 bedrooms, I make sure that’s on the sign. Three bedroom homes are much more in demand, usually bring a better price, and sell faster than a two bedroom home.

				Even though one or two of the rooms might not be much larger than telephone booths, a three bedroom home is still more desirable. If a couple has two children, they would naturally rather have a separate room for each child. Even if the rooms are small, it’s still better than putting both children in one room.

				Another excellent way to find a buyer is working with the park manager/owner. Let them know you have a home for sale and that you will finance it for a nice couple that meets their approval. Some park offices have a bulletin board that you can place a notice on. Ask the manager if you can place yours on the board.

				If you have a good relationship with the park managers, ask them to hold a key and show the home for you. We have several where we do that, and it saves us from making trips to show the home. And don’t forget to treat the manager well for working with you, and showing the home.

				Also, ask the manager if they have any objections to you placing a sign by the mailboxes, so it can be seen by anyone picking up their mail. You could even state on your sign that you will pay a fee if someone sends you a buyer. A sign like that should produce some calls from the people already living in the park.

				Spread the word around to everyone in the park that you have a mobile home for sale, and you can offer easy financing. Go door to door and leave your card, and a brochure with everyone. Someone living in the park might have a friend, or family member that would be interested in buying yours. Don’t forget to also tell them you are looking for a home to buy.

				



			

	






			

			
				Chapter 9

				Negotiating The Sale

				When you and your buyer start negotiating, you don’t want your spouse, or partner to be there. If your buyer should try to negotiate a lower price, or better terms, and etc., you can always say something like... “Gee, I really would like to sell you this home, but I don’t think my wife/husband/partner, would ever agree to that. Is that the best offer you can make?” Then tell them you will check and get back with them later. (In negotiations this is what’s called “The higher authority” tactic. It’s probably been used on you by a car salesman.)

				Even if their offer is one you can live with, you can usually make it a little better if you make your spouse, or partner, the bad guy...someone that won’t agree to their offer. If you can’t get them to make the offer any better, then use the “Trade-off” tactic. (“If I do that for you, what will you do for me?”)

				If you aren’t sure you want to go with their offer, try to stall them off a few days and see if you can get a better offer. But remember, they might also find another home they can buy and you’ve lost a sale. I recommend that if you have the chance to make a quick sale, and it’s good for you, do it and move on to the next one. Don’t get too greedy. Someone told me that “Pigs get fed, Hogs get butchered.” Being a little piggish is O.K., but don’t be a hog.

				If your buyer doesn’t have as much of a down payment as you would like, see if they could make larger monthly payments in exchange for a smaller down payment. Maybe they would agree to pay a little higher interest rate, or maybe an extra payment or two at the end of the note. Be flexible and keep negotiating and asking questions, until you get an agreement that’s good for both you and your buyer.

				Make The Payments Affordable

				Use common sense and simple math to determine if your buyer can afford not only the payments on the mobile home, but also their other monthly living expenses as well. Your buyers credit application should state what their salary is, so don’t let them agree to pay $300 per month when simple math tells you they can’t afford more than $200.

				If you do, you are not only doing your buyer an injustice, but you will be causing problems for yourself. If the payments are more than they can afford, chances are that within several months they will be in trouble, and instead of getting your payments, you will get excuses. Then you will probably be forced to take action to either repossess the home, or modify your note and lower the payments in order for them to stay in the home. So make the deal affordable for your buyer to begin with in order to avoid future problems.

				On one of our sales we first structured the note at 12.75 % for 36 months. When the buyer added up what the rest of his monthly bills would be, he felt he might have a problem making the mobile home payment that we had first agreed on. He asked me if I could make them a little lower. I said “Sure, no problem,” (trade-off time). After punching some numbers, I agreed to lower the monthly payments, increase the interest rate to 18%, and extend the term of the note from 36 months to 48 months. The buyer was happy because he now had more affordable payments, and I was glad I was able to solve his problem.

				Give Your Buyer A Choice

				Several times when I was negotiating the sale price with my buyers, I’ve run into this situation. The buyers would point out a bad place in the floor, carpet that needed replacing, or whatever the problem was, and want me to lower the price, or change the terms. My answer would be,” I know it does need some fix-up, but that’s why I’m selling so cheap, and offering such good terms.” Then I would say, “I can have all these problems fixed if we can adjust the price. Would you like that better?” Then I would offer them two or three different choices.

				Here’s how we sold one home that needed some fix up, and the buyer wanted me to lower the price. I made him the following offers:

				He now had several choices to pick from, and either one he picked was still good for me. He picked the $4,000 cash, “as is” offer. A splendid choice, I thought.

				Add Something With The Mobile Home

				Consider this idea when selling a home. Suppose you have something you no longer want, or can’t use and you want to sell that item and get full value. Maybe you just bought a new car, or truck, and kept your old one because the dealer wouldn’t allow you much for it. When you trade your car in for a new one, you usually just give them yours, and buy theirs.

			

			
				Here’s what we did one time. We purchased a new car and kept the old one. We had a mobile home for sale and the buyer also needed a better car than what he had. We packaged the car and mobile home together, sold with a small down payment, and carried a note for the balance. We were able to get a better price for the car and the mobile home, than we could have by selling each separately.

				So think of something you no longer want, and would like to turn into money. It could be a car, truck, camper, furniture, or appliances. There’s a good chance the people buying that home would need these items. Think of anything that you may be able to put with the home to improve your position, and fill the buyers needs at the same time.

				You could locate a used deck, or storage shed that could be bought cheap. If so, include it in with the home for a better price. If the buyer needs something, buy it wholesale and sell to them retail with the home. Be creative and think of ways to improve your position.

				Negotiable & Reasonable

				When someone calls on one of our ads and asks what the down payment, or the monthly payments will be, I normally don’t name a figure. I tell them that it’s negotiable, but if it’s reasonable (two dynamite words, learn to use them) I’ll try to work with them. (And I use the IRS system to determine what’s reasonable. I ask them how much money they have, then say, “I’ll take it”.)

				You should always try to get the buyers to name both the amount of the down payment, and the monthly payment they can make. In many cases they will quote a figure that will be much better than the one you would have quoted them. So ask questions instead of making statements.

				One time I showed a home to a woman and I would have been happy with a $500 down payment. When I asked her how much of a down payment she had to work with, she said $3,000. That was another time I’m sure I must have lost my “poker face.” If she had only known, she could have bought the home for $3,000 cash and got the title. The price I advertised it for was $4,900, and with that much of a down payment, she never asked me to lower the price, or made any comment about the interest rate I was charging.

				In another case, when I asked the buyer how much she could pay down, she said $2,000. Now, suppose I had already told her that I wanted $500 down, what would my chances have been of getting $2,000?

				In this particular case the buyer needed a smaller monthly payment than what we normally try for. On a sale like this, we usually try to average $200 monthly. But, her husband had just passed away and she only had his retirement check, and a small social security check (wonder who named it a security check?) to live on and wanted to know if she could pay around $150 per month.

				Since she was able to make a much larger down payment than I was expecting, I was able to structure a note so that her monthly payments would be $157 for 48 months. This is a longer pay back period than we usually go with, but we only paid $4,000 for that home and sold it four days after we bought it for $7,900. So our yield was good enough. (Buying right allows you to be very flexible in structuring terms and payments for your buyer.)

				So, develop a habit of asking a lot of questions instead of making statements, and you will sometimes get some very pleasant surprises. If they quote a figure I don’t like, I just say, “Oh, I don’t think I could go that low.” Or, “Is that the best you can do?” Then I use the “Higher Authority” or “Bad Guy” technique...I have to check and see what my wife, or my partner thinks about that.

				While we’re on this particular mobile home, I’d like to show you how the owners of that home went from being unmotivated sellers, to very highly motivated sellers. This illustrates my point of how peoples circumstances can, and do change, and why you should stay in touch with them.

				I called on this home when it was first advertised in the paper for sale. This home was 13 years old at the time, 14 X 60, and was in excellent condition. The asking price was $5,900. The owners were leaving the range, refrigerator, curtains, a new air conditioner, deck and storage shed. It had nice carpet, and vinyl skirting. It was in a nice park and on a nice well-kept lot. It was probably the best looking home and lot on the street.

				When I called the owners to inquire about this home, they told me they had bought a house and needed to sell their mobile home before moving. I could sense they were very anxious to sell. They even volunteered to tell me that the price was negotiable. We went to look at the home and was amazed to find it to be in such excellent condition.

			

			
				By asking questions, I found out they had first priced the home at $8,000, and like most sellers, needed all cash. They wanted to buy a single family house, but couldn’t buy one until they sold the mobile home. They had now located their dream house and were ready to deal on this mobile home. After some negotiating, I asked them if they would take $4,000 right then. Their answer was “yes.”

				They still owed money on this home to an out of state bank. Of course, the bank would have to be paid off in order to get the title. When I asked the woman how much the lien amount was, she said, “You don’t really want to know.” So it must have been considerably more than the $4,000 she had agreed to sell the home for.

				After we agreed to buy the home for $4,000, the sellers then asked me if I would make out the purchase agreement and advance $2,000 on the purchase price. They didn’t have enough cash to pay the lien off without the $2,000, so they wouldn’t be able to deliver the title.

				I checked with the park manager and learned that they had been living in that same home for years, had never been late on the lot rent, and had been excellent tenants. So, I agreed to advance the $2,000 to help pay off the lien. When they received the title, they called and I paid the balance of the money and got the title. Four days later we sold that home for $7,900.

				So here was a home worth much more than what we paid for it, but the sellers had been unable to sell because they couldn’t find a buyer that could come up with the cash. Finally, they reached a point where they were motivated not only to sell at a low price, but had to come out of pocket with more money in order to pay off their lien and get the title.

				Remember what I said earlier...even though the listed price is more than you want to pay, call anyway. You just never know when you might find a seller that will accept an offer you can’t refuse. The seller might be very firm on their price today, but many things can happen that could cause the sellers position to change. In this case, moving into a new house was more important to them than getting full price for their mobile home.

				The More, The Merrier

				Here’s another little selling technique we’ve found that works well. When we schedule a time to show a home, we schedule as many people as we can and have them all show up at the same time. It just seems that when someone sees another person wanting the same thing they want, it creates a much bigger desire to buy. It’s like they all develop a feeling of jealousy, or greed, or whatever you want to call it, but I’ve noticed it does have an affect. Sometimes it’s like a feeding frenzy.

				One time we had five different couples waiting to see the home when we drove up. One couple stood around and waited until the last person left. They wanted to be sure they would get the home. They signed a purchase agreement for full price, paid $1,000 down (I would have been happy with $500) with $300 monthly payments. (I would have been happy with $200.)

				A Word Of Caution

				Now, a word of caution. Never sell to a person that considers that mobile home a step down in their living standard. Several times I’ve run into a couple, that for one reason or another had to give up a nice house, or a nice apartment that they could no longer afford. They were then forced to find something that was not as nice as they had been accustomed to, and make a big adjustment in their style of living. If you sell to someone like that, I can almost guarantee that you will have problems. The only way to sell to those type people is for cash, and that’s very unlikely. Money problems is usually the reason they have to move in the first place.

				I learned this lesson renting houses and apartments, and it holds true for mobile homes as well. My advice is don’t do business with that type person. You want to sell to the person who is tickled pink to move into that mobile home, and will feel that they’ve made a step up, not down, in their living standards. They don’t expect anymore than what you’re offering, and it’s really amazing just how little it takes to make some people happy.

				One time we sold a mobile home to a young couple with a small baby, and I’ll never forget what that lady said to me. She told me that her parents grew up in that mobile home park, she grew up in that park, and now she wanted her baby to grow up in that park. She was in her comfort zone and happy as she could be when I sold her the home. And I was happy to help her realize her dreams.

				O.K, some more tips on selling. Sometimes when we’re negotiating a sale on a home that needs new carpet, new skirting, or some type material that doesn’t really cost that much, we might ask the buyer, “If I agree to furnish new carpet for the living room, would you buy this home like it is?” If we’re close to reaching an agreement, I might offer to pay part of the lot rent for that month, or pay the title transfer fees, or part of the insurance policy. I’ll try to do whatever it takes to make a workable deal that’s good for both parties.

			

			
				If you purchased the home like I’m showing you, there should be plenty of room to negotiate with the buyer, and offer one or two little incentives that might be the difference as to whether the deal will fly, or not. You should have quite a bit of negotiating room on the price and terms. If you don’t, then you probably paid too much for the home.

				Sometimes the buyers just don’t have enough money to cover everything that’s needed for the down payment, transfer the title, pay lot rent, security deposit, and place insurance on the home. If that should be the case, we sometimes offer to loan them the money for the insurance, or the lot rent for that month, or whatever it takes to make a deal. It all depends on how you feel about the buyers. Just don’t let them get too far in your pocket until they prove themselves.

				Check With The Park Manager First

				Before you finalize the sale with your buyers, have them go to the park office, or better yet, go with them. Introduce them to the manager and have them fill out an application and get approved for the lot. The manager will usually run a credit check on them, go over the park rules and regulations, and explain what the requirements are for the rent and security deposit.

				Several times we’ve run into this situation. The credit report was a little shaky and the manager didn’t want to approve them. However, the manager would rent them the lot, providing we paid the lot rent each month. So, we agreed to collect the lot rent along with our payment each month, and we paid the park the lot rent for the buyer. It’s just a little more book keeping, but it worked out all right.

				Just be sure you don’t let your buyer get delinquent in their payments. If you have a problem collecting the payments, take the proper action at once and either straighten them out, or kick them out. Don’t listen to hard luck stories and wind up in the charity business. Stay on guard and be aware that you will sometimes run into some real pro’s.

				If you find a buyer that has marginal credit, or bad credit, you might consider having them get a co-signer. Several times we’ve gotten the parents to co-sign on the note, also. Then if we don’t get paid, we notify Mom and Pop and they send the payment. Let’s face it, Mom and Pop don’t want that dead-beat moving back in with them. You could also get some additional collateral other than the mobile home. If they own a car or truck, take a lien on that and hold the title.

				If they don’t have enough of a down payment, consider letting them make the down payment with something other than money. Take something in trade, such as a car, truck, RV, boat or anything of value that you’re willing to accept. Then sell that item, (you might be able to create a note from that.) Or, maybe they can do some repair work on another home you have, in exchange for the down payment on the one you’re selling them

				Be creative and think of alternative ways to make the deal workable. You don’t always need money to put a deal together. So think of something that will take the place of money.

				Once you find a potential buyer, have them fill out a credit application and run a credit check. If you don’t belong to a credit reporting bureau, ask the park manager if they will share their report with you, providing the applicant will agree to it. But, be absolutely sure you get written permission from your buyers before you do. Don’t ever pull a credit report on someone unless you have written permission from that person to do so. (A copy of my credit application is in the appendix section.

				



			

	






			

			
				Chapter 10

				Sales Contract

				Once I have a verbal agreement with my buyer, I’ll draw up a sales contract and get as much of a deposit as I can. (Refer to our sales contract in the appendix section.) The contract should be self-explanatory, so simply fill in all the information.

				Selling “As Is”

				If the home is being sold in “as is” condition (and most all of ours are) be sure to spell this out and state that the home is being sold without any guarantee, or warranty. Also, state in the contract that you are under no obligation to make any repairs to the home. As I mentioned earlier, if the issue should come up, (and we don’t volunteer this information) we agree to give the buyers 24-48 hours after the utilities are turned on, or better yet, we give them until a certain time and date to check out the home to see if everything works properly.

				Our agreement states that during this 24-48 hour time period, if our buyers should discover a problem that we didn’t know about, and would result in a costly repair, or expense, we will then try to re-negotiate a new agreement which the buyers are happy with. If a new agreement can’t be reached to the buyers satisfaction, they have the option to cancel the agreement and receive a full refund of their money.

				In most cases, once our buyers inspect the home, they will know as much as we do. Especially if there was no power on when we bought that home. But, we want to make it fair to our buyers, and by offering to re-negotiate, or canceling the contract if a problem does come up, makes them feel much more comfortable, and more likely to buy.

				Offering to re-negotiate the contract in the event of a problem is much better than guaranteeing that everything works. If you freeze the price and terms for your buyer, you should also freeze your expenses. For instance, if you guaranteed that all the appliances are in good working order, and later find that the refrigerator doesn’t work, you would then be obligated to replace it. This way, you can negotiate to either lower the price and the buyer can replace it, or you can increase the price if you replace it.

				If a new agreement can’t be reached, the contract is canceled and you look for another buyer. You can then decide if you want to replace the refrigerator and raise the price to cover it, or lower the price and sell without one. We’ve sold them both ways, with and without appliances. If you make the offer attractive enough, someone will buy.

				The sales agreement should spell out all the information on any appliances and contents that are included with the purchase. Having a complete list, together with the serial and ID numbers of all the appliances and air conditioners that’s included in the sales price, will come in handy if you should have to repossess that home sometime in the future. If that should happen, it won’t be any question then as to what belongs with the home if the buyer wants to lay claim to something that’s not theirs.

				Truth In Lending Statement

				Probably all states require your sales contract to show a “Truth In Lending Statement.” This statement must include the annual interest rate that is being charged, and the finance charge, which is the total amount of the interest that will be collected over the period of the loan. Also, the amount of the monthly payments and how many payments there will be.

				The last paragraph of the sales agreement, just above where they sign, says the buyers have read, understand, agree with the terms of the contract, and have received a copy of the agreement. If they should later have “buyers remorse,” or find a reason to try to back out of the deal, this should prevent that from happening. They can’t say at a later date that they didn’t understand what they had agreed to, or didn’t get a copy of what they signed.

				



			

	






			

			
				Chapter 11

				Promissory Note

				The promissory note is the document that proves your buyers owe you the money. The language in the note spells out exactly how you are to be paid, and anything that will cause the note to be declared in default. A copy of the note I use is in the appendix section. This is the same one I’ve used for many years and have never had any problems with it.

				Since different states have different rules, regulations and laws, I can’t advise you whether the language in my note will conform to the requirements in your area. You may need to revise, or modify mine before using it. If you plan on using mine, I recommend you get advice from a knowledgeable person in your area that’s familiar with promissory notes.

				I keep a copy of all my contracts and forms in my word processor. (I now have all forms on a 3.5 floppy disk, which can be purchased for $20). Whatever document, or form, that I should need, I simply pull it up, fill in the blanks, and hit the print button. This not only makes the paper work very simple and easy, but also gives your document a more professional look. And I think it gives a much better impression to anyone that you present a copy to, especially a Judge when you’re asking for a judgment, or possession.

				The copiers and printers are now so sophisticated, and produce such high quality printing, it’s almost impossible to tell the difference between the original document, and a copy. To avoid any confusion as to which is which, I place the word “ORIGINAL” directly under “PROMISSORY NOTE.” On the buyers copy, the word “COPY” is placed there. I also write “COPY” across the entire document in large letters.

				You should always keep the original document in a safe place. If you should have to re-possess that home, the original note is what you will need to present to the Judge to prove that your buyers owe you the money. If you should ever want to sell, or assign your note, you will need the original note...not a copy.

				What To Put In The Note

				The language in your note must contain everything that your agreement calls for. If it’s not in the note, don’t expect a court to rule in your favor. Verbal agreements don’t mean much in a courtroom when your defendant is disagreeing with you. If you and your buyer should want to make a change after the note has been drawn up and signed, you can either amend, or modify the original note. If it is amended, or modified, be sure that all parties initial the modification.

				You will notice that the very first wording at the top of the note says “PROMISSORY NOTE” in large, bold print. Right under that is the word “ORIGINAL.” The total amount of the loan and the date is on the first line. On the following line, if there is more than one party on the note, it should say, “jointly and severally” after the word “undersigned.” This allows you to sue each party individually, or together in the event of default. It increases your chances of getting a judgment and collecting any money they owe you.

				After the words “promise to pay,” be sure to include “to the order of.” This is in case you should want to sell, or assign your note to someone else. Unless these words are in the note, the payor could refuse to pay another party, since they only promised to pay you.

				The next paragraph spells out how many payments there will be, when the first payment is due, and the due date of the last payment. Then, how the payments will be applied. Notice that my note states that payments will be applied first to any unpaid late charges or penalties, then to interest, and the remainder to principal.

				Late Charges

				Sometimes the payment is late and the buyer fails to include the late charge. This language allows us to deduct the late charge and apply the rest of the payment to interest and principal. It’s a little more record keeping, but not a problem. Also, if the payment is more than 5 days late, there is not only a late charge due, but an additional late charge of $2.00 per day for each day after the 5th of the month.

				In dealing with tenants/buyers over the years I’ve found that in some cases when they were late on their payment and realized they owed a late charge, they were in no hurry to make the payment. Since they already owed a late charge, they would sometimes wait another week or two before sending the payment. If they know there is an additional charge for each day they wait, they aren’t as likely to keep waiting to make the payment. But if they do, they will be paying us more money.

			

			
				Many times I’ve had buyers that paid two and three weeks late consistently, and weren’t concerned at all with paying late charges. These are the type people that don’t realize, or understand the value of money, and have no financial discipline. Undisciplined people like that will always have a financial problem. And it’s almost impossible for such people to change their bad habits

				In the same paragraph, it states that any check returned by the bank for non-payment, regardless of the reason, will be assessed a $25.00 bad check charge. If a check is returned for non-payment, the buyer will then owe not only $25.00 for the bad check, but they are now late on their loan payment and will owe late charges. Also, if I ever get a bad check, I then require that all future payments be made by certified funds...I don’t accept any more personal checks.

				Train Your Buyer

				I enforce these rules and I strongly recommend you do the same. You must decide as soon as you finalize the deal whether you will train your buyer, or if you are going to let your buyer train you. Some of them will test you to see how far you will let them go. Be fair, but firm, and you will avoid a lot of problems.

				You will hear all kinds of sob stories about why the payments are late, and why the check bounced. Unless you want to be in the charity business, learn to ignore the excuses. And be aware, there are some real pro’s out there looking for someone gullible, and naive enough to fall for their phony hard luck tales. And I have to admit there was a time when I was as naive and gullible as they come. If my tenants told me the check was in the mail, I would chase the mail carrier down looking for it.

				The next paragraph shows that the note is secured by the mobile home. This information should include the make, year, ID number, and location of the home. It also states that you will hold the title until all payments have been made.

				You should include anything in your note that will cause it to be declared in default. My note states that if any payment is received 10 days late, the note is in default. I then have the option to call all remaining principal and accrued interest due and payable in full. I don’t think I really have to give any grace period before I can declare the note in default, but I want to be fair and not leave room for a Judge to say I’m trying to take advantage of my buyer.

				Also, my note states that if legal action is necessary to collect, the note makers agree to pay all collection and legal cost, plus attorney fees. As yet, I’ve never seen the need to hire an attorney to handle a repossession, but I like to have that clause in the note in case I should ever want to.

				Other reasons that would cause the note to be declared in default could be...moving the home without written permission from the note holder...failure to pay lot rent and abide by park rules...failure to carry sufficient insurance on the home, and failure to pay the personal property taxes when due.

				In the next paragraph, I’ve included a clause that gives me the right to take possession of the home if the payment is more than 10 days late, and the home is not occupied. Several times we’ve had the buyers skip out and it was obvious they wouldn’t be making any more payments. It takes about three or four weeks from the time we take out a warrant and file for possession, until we actually get in court. Since the home is vacant and apparently abandoned, I want to take possession as soon as I know the buyers are gone, rather than waiting until I go to court. I still show up in court and get legal possession, but hopefully, by then I’ll have a new buyer ready to move into the home.

				Note Can Be Paid Off, But Not Assumed

				The next paragraph says that my note can be paid off at any time without penalty, but can not be assumed by another party without my written permission. If someone else wants to assume the note, they have to qualify the same as the original buyers, and also pay something toward the principal before I let them move into the home. Don’t let a new buyer, with no money, move in and take over the payments. If they have nothing invested in the home, they have nothing to lose if they stop paying you and decide to walk away.

				And last, we have our buyers sign the note and acknowledge receipt of a copy of the note. The name, social security number, and date of birth should be printed, or typed, under their signature, to ensure legibility. O.K., that about does it for the promissory note.


				



			

	





			
				Chapter 12

				Insurance & Personal Property Taxes

				When we first started selling mobile homes, I trusted the buyer to place insurance on the home. I soon learned that was a bad practice. Sometimes they never got a policy, and we had a mobile home with no insurance on it. Now, I make sure a policy is in force and I must have a copy of the policy, before I turn the keys over to the buyer. And, the policy must show us as the loss-payee.

				The buyers can get the insurance from any company they choose, but they must furnish me with a copy of the policy, naming us as the first beneficiary before we finalize the deal. Otherwise, I will collect the premium from the buyers, call an agent that I’m familiar with, and have the insurance placed. This way I know the home is insured.

				I work with several independent agencies that write mobile home insurance. By being familiar with the rates I can usually tell the buyer, within a few dollars, what the policy will cost. I’ll call the agent, furnish the necessary information on the buyer and the home, get a quote on the exact amount due, and collect that amount from my buyer. Once the agent has the information he/she needs, they write the policy and fax me a binder. Then sometime within the next several days, the buyer will need to stop by the agent’s office and sign the policy.

				When the premium becomes due the second year, the buyer is billed directly by the insurance company. If the buyer fails to pay the premium, the insurance company sends me a notice stating the premium hasn’t been paid, and that the policy will be canceled on a certain date.

				If I receive notice that the policy hasn’t been paid, I’ll contact the buyers to find out what the problem is. I remind them that under the terms of their note the premium must be paid, or their note goes into default. And if the note does go into default, I have the option to either call all remaining principal and accrued interest due immediately, or start legal action to repossess the home. Or, I could pay the premium and then collect from the buyers.

				So make sure that a valid insurance policy is kept on the home at all times in sufficient amounts to protect your interest. If they don’t have insurance, and the home burns down, you will have a real problem collecting your money on a burned up mobile home.

				Have Proper Insurance On The Home

				The coverage should be for not only enough to cover the amount of your lien, but at least $1,000-$2,000 above the lien amount. Suppose your lien amount is $5,000 and the insurance policy is for $5,000. If the home catches on fire and burns down, this should be enough to pay your lien off. But, there would be nothing left to cover the loss of personal items, or have the burned up home cleaned up and hauled away.

				And if the home is located on your lot, you have an even bigger problem if the home burns. If there’s not enough insurance to cover every thing, you will probably wind up paying to have your lot cleaned off, and the home hauled away. This could easily amount to $2,000, or more. And, you will also lose lot rent until you can have another home moved on the lot.

				We’ve been very fortunate over the years and have only been involved in one fire. In that one case, the lady we sold the home to had lived there for about 18 months, and the home caught fire. And like most all mobile home fires, it was a total loss. It’s not very often you hear of a partial loss when a mobile home catches on fire. Fortunately, the lady was able to get out of the home and no one was injured, but now she was without a home.

				Her insurance company stalled and argued for about three months before they would settle the claim and send her a check. In the meantime, she had no money to have the burned home cleaned up and hauled away. Since the park was unable to rent the lot, they charged her lot rent each month. And of course, she had to find another place to live, and pay rent on that place, also.

				When the insurance company finally settled with her, she got barely enough money to cover what was owed us. She had to pay to have the lot cleaned off out of her pocket. It was a very painful experience for that lady.

				Why is it that when an insurance agent is trying to sell you a policy, it’s the best policy in the world, but when you need to file a claim and collect, it’s not worth the paper it’s written on? If the insurance company can write you a policy and take your money in one day, why can’t they settle a claim and pay you in one week, or less? And without a lot of arguments and stalling.

			

			
				That was a terrible and costly experience for that lady, but we both learned from it. The cost of an additional $2,000-$3,000 of insurance is very reasonable, so encourage your buyers to carry additional insurance and avoid a possible situation like this lady had. You will be doing both you and your buyer a good deed.

				Personal Property Taxes

				In most all cases where the mobile homes are situated in a park, they are considered personal property, not real estate. There are some cases, especially in rural areas, where the hitch and wheels are removed and the home is placed on a permanent foundation. The home can then be considered part of the real estate and taxed accordingly. Check with your tax assessor if you’re not sure.

				If the mobile home has been classified as real estate by the tax assessor, the property would most likely have a deed and not a title. The mobile home would not be considered personal property. Although, it’s possible there could be both a deed for the land, and a title for the home. If in doubt, check with the tax assessor. But whichever the case may be, your buyer is responsible for paying the taxes.

				My promissory notes state that taxes on the mobile home have to be paid when due. This is normally the personal property taxes that are imposed by the City, or County, where the mobile home is located. In my area, the taxes on the older homes like we deal in are very reasonable, usually less than $100 per year.

				If you hold a lien on the home, you should keep check and make sure the taxes are kept current. Otherwise, if you should have to repossess that home and taxes are delinquent, you might be the one having to pay them. You local tax collector can tell you if the taxes are current, and also, their policy for collecting on delinquent taxes.

				



			

	






			

			
				Chapter 13


				Title Transfer

				As a dealer, I’m required to collect the title transfer fees, handle the paper work, and have the title transferred into my buyers name. Check with your local Division of Motor Vehicles (DMV) to see how it’s handled in your area, but this is how it’s done in Virginia. (It’s my understanding that several states still use a bill of sale, and/or a UCC-1 (Uniform Commercial Code) instead of a title to secure the loan.)

				Dealer Regulations

				In Virginia there is a 3% sales tax, plus a $20 title transfer fee, which is paid by the buyer. This is the amount I collect at the time of sale. I fill out the proper forms, deliver them to DMV, and they cut a new title listing my buyer as the registered owner. DMV will also forward information on the sale to the appropriate city tax collectors, so that all future tax bills go to the new owners. This is the personal property taxes for the mobile home that is collected by the local tax collector.

				If we have a lien on the home, this will be shown on the title together with our address. The title remains in our possession until the lien has been paid off. Once the buyer makes all the payments, we sign off on the lien and deliver the title to our buyers. It’s the same as a bank, or loan company, financing a car.

				If it becomes necessary to repossess the home, we apply for a repossessed title, pay $10, and a new title is cut in our name. Then we look for another buyer and sell the home again. Very simple paper-work and nothing to be alarmed about.

				I recommend that you get familiar with the laws in your area regarding repossessions and judgments. Just call, or visit the Clerk of Court and ask what you have to do to repossess a mobile home that you hold a lien on. Find out what kind of warrant you have to file...the cost...how long it takes...where the courtroom is located, and etc.

				Our notes state that if legal action is required to collect on the note, that the note maker will pay all such cost, including reasonable attorney fees. So far, we’ve never had the need to use an attorney, but I like to have that statement in the note in case I ever need to. (Being able to do business without the need of a lawyer is a real blessing, and another reason I like these little “cheapo” deals.)

				As a licensed dealer, we are not required to pay the sales tax and title transfer fee when we buy the home. Neither do we have to transfer title into the dealership. We simply hold the title until it’s sold, then re-assign the title from the person we bought it from, through the dealership, to the person we sold it to.

				Non-Dealer Regulations

				The rules are different if you buy and sell the home as a private party. If I buy a mobile home as a private party, I’m required to pay the title and transfer fees at the time I purchase the home. The title will show me as the registered owner. Then when I sell the mobile home, my buyer will have to pay the title fees and have the title transferred into their name.

				Most likely you will need to get a dealer license if you buy and sell mobile homes. And also, a local city business license. Dealing in mobile homes is really no different than any other business...you’re buying and selling a product with the intentions of making money. So you have to expect to pay your dues. (And taxes.)

				I’ve heard of cases where a private party will buy a home, re-sell the home, and transfer title directly to their buyer, without having the title put in their name, or paying title fees. This is known as “skipping title” and you will be in trouble if DMV finds out you do this. And if you do very many, there’s a good chance of getting caught and being faced with a fine. So, why not do it right to start with and avoid problems.

				Every state seems to have different rules and regulations when it comes to buying and selling mobile homes, and whether or not you will need a license. Some states allow you to do several deals without a license. Some won’t allow you to do any. Some are very lenient, while others are ridiculous. You will need to check with your local DMV, or business license department at City Hall to determine what’s required in your area.

				If you’re just starting out and don’t want to get a dealer license, you might consider the “Rent To Own” or “Lease/Option” plan. This would require you to have the title put in your name, pay the required taxes and transfer fees and carry proper insurance. In either case, you would really be in the rental business. I know a number of people that are doing this, and it’s working out very good for them.

			

			
				The primary reason I don’t do this is because I’m a totally burned out landlord and don’t want any more rentals. I’ve already enjoyed all the tenants I can stand. The last thing I want now is someone calling me about a problem that landlords are faced with. All of our homes are sold and the title is transferred into our buyers name. We are in the same position as a bank...we just hold the note secured by the mobile home.

				We have a security interest in the home, but no ownership interest. If the roof leaks, the water lines freeze, the furnace dies, then it’s not our problem. We’re simply the note holder, and note holders don’t fix things that go wrong with mobile homes. The home owner gets to do that, and they also get to send us a check each month. I like that much better than being a landlord.

				



			

	






			

			
				Chapter 14

				Dealer Tax Ramifications

				Well, I’ve tried to stall off talking about the tax ramifications when selling and financing these mobile homes, but I guess we might as well hit on that part of the business now. You need to be aware of what they consist of so you can plan accordingly. But, be advised that I am not offering any legal, or tax advice. I’m only stating what I believe to be true and you should check with your attorney, or tax advisor before doing the deal to ensure you have proper advice.

				The type of sales I’ve described is considered to be dealer type property, which means that you cannot use the installment sale method. All taxes on your profit must be paid in the year of sale. For instance, suppose you buy a home for $2,500, spend another $500 for advertising, repairs, and etc. You now have $3,000 invested in this home, and you sell it for $5,000. You have a $2,000 gain (profit) and all taxes on this gain have to be paid in the year of sale. It doesn’t matter how much of a down payment you get, or what the monthly payments are, that $2,000 gain is taxable income in the year of sale. And you also have to pay taxes on the interest portion of the payments received each year.

				Let’s suppose you have a $2,000 gain from the sale, and maybe the total interest on the payments you received that year amounts to another $400. That would mean you pay tax on $2,400 in the year of sale, even though you might only receive $500 down payment. Each year thereafter, you would pay tax only on the interest portion of the payments received in that year. Since the principal portion of each payment is your cost recovery, no tax is due on that.

				So, as good as this mobile home business is, like most things, there is a down side. There must be something worse than paying taxes on money you haven’t received, but at the moment I can’t seem to think what it would be. But after considerable thought, I would still rather keep doing these simple mobile home deals and pay whatever taxes I have to pay, rather than working a “job,” or be in the rental business dealing with tenants. I don’t think I could handle any more of those “good old days.”

				How To Stay In A Zero Tax Bracket

				A friend of mine made a statement one time that I considered to be one of the dumbest things I had ever heard. His comment was, “I’d like to invest my money in something, but I just can’t stand paying all the taxes I would have to pay.” My answer to him was...“Hey, if you want to stay in a zero tax bracket, it’s very simple...just stay in a zero income bracket.”

				I don’t like to pay taxes any more than the next person. But, as easy as these mobile home deals are to do, I think it’s better than working like we used to do, and then see a good portion of our pay go into that bottomless pit in Washington. Especially when you see what those Bozo’s in Washington are doing with a lot of it. (Did you ever wonder why some of the joker’s who can’t even manage their own financial affairs, and know the least about money and financing, are the very ones that get to make decisions on how our tax money is used?)

				We paid more taxes last year than we have ever paid. We also made more money than we’ve ever made. But, knowing that still didn’t help when I wrote out the checks. When I sat down to write out those tax checks, I needed to visit my friend Jack (Daniel) three times before my fingers would hold the pen to write out the checks. And this year I’ll probably need to visit old Jack four times.

				We Have A Choice

				We all have a choice to make. We can keep doing what we’ve been doing, work a “job” that we don’t like, pay taxes according to our earnings, or do a bunch of mobile home deals, and then just take the checks to the bank. I’ve decided to just keep on doing mobile home deals, and wait for the mail carrier to bring the checks.

				We’ve tried it both ways. In the past, whenever we were considering making an investment in houses, notes, or whatever, the first thing we talked about was, “How much taxes will we have to pay?” We were all hung up on taxes, and that’s good up to a point. Now, we’ve decided it’s better for us if we can make an investment that requires very little work and time, like these mobile home deals. We realize we will have to pay more taxes, but we like that option better than buying and managing rental property and listening to tenants complain.

			

			
				Personally, I’ve gotten to the point in life that I try to get rid of anything that irritates me, or no longer seems like fun. (Joanne over heard me say that to someone, and ever since then she treats me a whole lot nicer. She doesn’t fuss at me near as much as she used to.)

				I’ve found out that my likes and tastes seem to change about every ten years. Some of the things that I enjoyed doing ten years ago are now the same things I despise doing. And some things I didn’t think I would ever want to do, I find I now enjoy doing.

				Ten years ago, I can’t imagine how anyone could have convinced me that I’d ever enjoy sitting in front of a computer writing a book. Or, traveling around the country doing public speaking and giving seminars. But after I got into it, I really enjoy doing these things. I have to tell you though, I can feel the fun wearing off. And when the fun stops, those things will stop, too.

				So, selling mobile homes and taking back the note does create some unfavorable tax consequences, but I’ve learned to like that better than what I used to do. And even though I can’t tell you how to avoid paying taxes on the sales, I’ll give you a couple of examples in the next chapter of how you might minimize the taxes, and keep a little more of the money in your pocket.

				



			

	






			

			
				Chapter 15

				Lease/Options

				“Lease/Options,” and “Rent to Own” techniques are excellent marketing tools, and can be very beneficial for both parties. Before using either of these plans, I recommend you check with your tax accountant, or someone that is familiar with these marketing methods. I know people that are doing both lease/options and rent to own, with good results. But the IRS does have certain rules and guidelines that must be followed in order for it to be considered a lease/option, or rent to own. If you fail to follow their rules, you could run into a problem that might cause the IRS to say your “Lease/Option” was really a sale. If that should happen, you would be taxed as a dealer on your transaction.

				We have not personally done either a lease option, or a rent to own with mobile homes. All of our mobile homes are sold and the title transferred into our buyers name, for the simple reason that I don’t want to be in the landlord business any more. However, we did sell a number of our rental houses using the lease/option system, and it worked out very well for both the tenant/buyers, and for us. So, with that in mind, let’s do some “supposing.”

				Lease/Option vs Selling

				Suppose instead of selling the home, you decide to offer your tenant/buyer a lease/option or, rent to own plan. They both mean about the same, but your tenant/buyer might be more familiar, and feel more comfortable if you use the “rent to own” term. Either plan gives them the right to buy, but they are not obligated to buy.

				With either method they would simply have the right to buy that home at some future date, provided they fulfilled the terms of the agreement. Let’s see how we can structure a lease/option that would still put the same amount of money in our pockets as a sale would, but minimize the taxes we pay.

				Using our previous example, suppose we sold the home for $5,000, with $500 down and financed $4,500 at 12.75%, $175.96 for 30 months. By selling the home, we have to show a $2,000 gain (profit), and pay taxes on the entire $2,000 in the year of sale, even though we only received $500 for a down payment. Not a cheerful thought, huh? Now, let’s see how we would come out if we do a lease/option instead of a sale

				If we had sold the home, the total amount of our payments would be $5,278, plus the down payment of $500, for a total pay-out of $5,778. But, suppose we find a tenant/buyer that agrees to pay $500 as “option consideration” and pay $200 each month for 28 months. At the end of 28 months, our tenant/buyer agrees to also pay us $500, and we will transfer the title to them. They would then own the home, the same as if we had originally sold it to them.

				If we add up the $500 option consideration payment, plus the 28 monthly payments, plus the $500 buy-out payment at the end, we see that we will have collected a total of $6,600...$822 more than we would have collected had we sold the home. Since we would be responsible for paying the taxes and insurance, this additional $822 should be enough to pay those fees when they come due. So you should make the payments higher on a lease/option than on a sale, for that reason.

				Since we are doing a lease/option instead of a sale, the $500 option consideration payment wouldn’t be taxed until the option was either exercised, or expires. The monthly payments we receive would be considered rent, and we would pay taxes only on the amount received in that year. If our tenant/buyer should decide not to exercise their option and move, they would not be entitled to any rebate for any payments made. All payments would be treated as rent.

				A lease/option can be an excellent marketing tool with many benefits for both buyer and seller, if done right. But be sure you follow the IRS regulations. One of the requirements, as I understand it, is that the final buy-out payment at the end of the term of the option must be at least 10% of the fair market value of the home. In our example the home had a fair market price of $5,000, so the final payment of $500 would meet that requirement.

				Follow The Rules

				I have heard of cases where the seller would agree to let the tenant/buyer make a certain number of payments, and when the last payment was made, the tenant/buyer would pay a token amount of $1.00, or some very small amount, and the home would be theirs. I don’t recommend you do this, because it’s very likely that the IRS will say that you really made a sale, not a lease/option. If that should be the case, you would then be taxed as if you had made a sale. Check with your tax adviser before you do a lease/option so you won’t violate any of the IRS regulations.

			

			
				By doing a lease/option, you are actually in the rental business, so you should realize that you would need to carry proper insurance on the home. You would also be required to have the home titled in your name and pay the taxes and insurance premiums. Since you will be responsible for paying the taxes and insurance, your note should be structured so that the payments are more than they would be had you sold the home.

				Figure what the taxes and insurance will cost each year and make the monthly payments enough to cover it. That’s why I set the payment at $200 instead of $176. The difference should cover the taxes and insurance.

				You might consider trying a couple of lease/option deals to see if you like that better than selling the home. There are some advantages with renting that you don’t get by selling. For instance, you can deduct any taxes, insurance premiums and any expenses related to the home. You can also depreciate the cost of the home, but on these “cheapo” deals, it’s nothing to get excited about. The depreciation must be spread over 27.5 years, so you’re only talking $100 per year, or less.

				Minimize Trouble Calls

				If you do a lease/option, I recommend that you structure your agreement so that you eliminate trouble calls from your tenant/buyer as much as possible. A good way to do that is to make your tenant/buyer responsible for all maintenance and repairs during the option period. That’s the way we handled it when we leased/optioned our rental houses, and it kept the trouble calls to a minimum.

				Explain to your tenant/buyer that the reason you are able to offer them a chance to buy that home for the same amount they would be paying in rent, is because you can’t be bothered with trouble calls, or pay for any repairs. And also, that if you should have to make any repairs, or spend any money on the home during the term of the option, it will be added to the purchase price. This should cut out most of the common tenant complaints and trouble calls.

				O.K., let’s move on to the next chapter and see what happens when they don’t pay.

				



			

	






			

			
				Chapter 16


				What To Do If They Don’t Pay

				Probably the question I hear the most is, “What happens if they don’t pay?” Believe it or not, that’s probably the best thing they can do for you. (I’ll explain later.)

				We normally have our payments come due on the first day of each month. Any payment not received within five days of the due date is assessed a late charge of at least $25.00. There is also a $2.00 per day late charge added for each day after the 5th day.

				From past experiences I’ve found that when a payment is late, and the buyer realizes they have to pay a late charge, they usually aren’t in a hurry to send the payment. They might wait until the middle of the month, or later. But, if they know that each day they wait is costing them another $2, they usually don’t wait so long. I suggest you make the late charges as large as you can get by with, but not so large that a Judge would say they are unreasonable and maybe not award you anything.

				Occasionally, even a good paying customer runs into a problem and can’t make a payment on time. If that should be the case, we’ll try to work with them if they let us know ahead of time. But if I have to contact them after the payment is late, and listen to that age old saying, “The checks in the mail,” or, “I was just getting ready to call you,” then I’m not too patient.

				Once you see that they’re not being honest with you and just trying to stall you off, take action immediately. If they’re serious about getting the payments caught up, they will. If they’re not serious, or just trying to stall you off, don’t give them any more time than necessary. Start the legal action at once. You can always cancel it if they come up with the money they owe you.

				Your buyers should realize, and expect you to take the appropriate legal steps to repossess their home and evict them if they don’t live up to their agreement. There are some people that will test you to see how far you will let them go. You should train your buyers from the very beginning and make them realize that if someone has to wait for their payment, it will have to be the other party, not you.

				Why People Stay Broke

				In my opinion, one of the main reasons many people stay broke is because they just have to have that new car, or a boat, or some adult toy they can’t afford. Every day I see people that don’t have a decent place to live, but they’re driving a nice new car and using the rent money, or their mortgage payment money to make the payments. If those people had the same burning desire to buy a house to live in, as they do to buy a new car, there would be a lot more home owners instead of renters. (Refer to “What’s Wrong With Our Schools” in chapter 21 for a good illustration of what I mean.)

				If it becomes necessary to file a warrant to repossess the mobile home, do so and get the case into court. Once the Judge grants you possession, the defendant will most likely have a week or more, to appeal the case. So the quicker you take action, the quicker you will either get paid, or get the home back to re-sell.

				In my area, once possession has been granted by the court, the defendant has 10 days to either appeal or move out. If they don’t appeal, and they don’t move out, then I have to go back to the court house and get a writ of possession. The Sheriff will serve this writ on the defendant, which gives them three days to move. If, after three days they still haven’t moved out, the Sheriff will meet me at the mobile home and give me possession.

				Any personal belongings left in the mobile home that belong to the defendant will be placed on the curb. The locks will then be changed and the Sheriff will post a notice on the door showing that I now have legal possession. If anyone attempts to enter, they are subject to being charged with trespassing and arrest.

				Now don’t get alarmed about going to court to repossess a home. Hopefully, you won’t have to, but you should be familiar with the procedure if you should ever need to. But, if you do enough of these mobile home deals, most likely somewhere down the road you will have to repossess one. So why not get familiar with the legal system now. It’s not complicated in most cases, but you should be familiar with the procedure and know what to expect.

				Small Claims Court

				Virginia has a small claims court for claims under $15,000. No lawyer is required (hallelujah), and it’s really quite simple to get your case before the Judge. You just file a warrant against the party you’re suing, the clerk sets a court date, and you show up. You go before the Judge, tell your story and present any documents to prove your case. If the defendant shows up, they tell their side and the Judge rules on it. Being able to handle my own court cases is another reason I like these “El Cheapo” deals.

			

			
				If the amount of my claim should exceed $15,000, (more than small claims court allows) I would then be required to hire a lawyer, spend more money, and wait forever to get some results. It’s much easier and much less expensive if you can handle it yourself in small claims court. Check to see what the requirements are for filing a small claim case in your town, and if and when you will be required to use a lawyer.

				If your note should be larger than one allowed in small claims court, you might consider splitting it into two notes at the time of sale. Make the amount of the first note as large as you can, but still small enough to file in small claims court. Then make a second note for the balance. If you need to repossess the home, sue on the first note. You shouldn’t need a lawyer to get possession and judgment.

				Keep Copies Of All Documents

				I make it a habit to always keep a copy of any notice, document, or correspondence I have with my buyers and/or tenants. You never know when you might wind up in court and need to prove a point, or an agreement you had with that person. If you wind up in front of a Judge, and the other person disputes your word, just pull out a copy of your note, or the appropriate document, and hand it to the Judge.

				We’ve covered some of the legal procedures for repossessing a mobile home, and again I don’t want you to get overly concerned about going to court to take a home back. But I think you should be familiar with what you will need to know should it ever become necessary to do so.

				We get a number of homes back, but it’s very rare that we have to take legal action and go through the court system to do so. Most of the homes we get back are the result of the buyer needing to move for some reason. When this happens, they will usually ask us to work out something and let them out of their obligation.

				Occasionally we’ll have someone skip on us, but it’s very rare. And we can usually tell when something like that is going to happen. They may be having financial problems and can’t make the payments, having martial problems, or splitting up and going their own separate ways, and a dozen other reasons for wanting to move. When I sense a problem and I think they may be getting ready to move, I’ll have a talk with them to see what their problem is, and if a mutual agreement can be reached that will avoid legal action.

				In some cases, I explain to them that if they can’t make the payments, and there doesn’t appear to be a solution to their problem, to just leave the home clean and turn the keys over to me and I won’t take legal action. If they’ve been good people up to that point, I’ll try to work with them and help solve their problem. And sometimes I even offer to pay them a small amount to help them move.

				So, if people are fair with you, go out of your way to treat them fair and try to help them solve their problems. At the same time, don’t hesitate to go after some deadbeat that’s trying to rip you off. If someone has been a real pain in the neck, skipped out owing us money, and leave the home trashed, I make it a point to go to court and get a judgment so it will be recorded in the public records. It means spending a little money for a warrant and taking the time to go to court, but I do it so the whole world can check and see that person is a deadbeat.

				In several cases, after two or three years I’ve received calls from someone wanting to know what it will take to get a judgment released so they can clean up their credit. That’s usually when they want to buy a house, or a new car, and find out they can’t get credit until they pay off the judgments and debts and rebuild their credit.

				Free Mobile Home

				Now let’s see what happens if they don’t pay. Suppose we do a typical “Lonnie Deal” where we have $3,000 invested. We sell the home for $6,000, with $600 down (10%), and carry a note for $5,400, 12.75%, payable $199.95 for 32 months. We have $2,400 left in this note. If our buyer makes us 12 payments, we have received all of our money back.

				Now, if for some reason we wind up getting the home back, wouldn’t we have a “free home?” Could we sell it again, get another down payment, and create another note from a new buyer? We certainly can, and we’ve had this happen many times. I’m delighted when our buyer pays us everything we have in the home, and then decides to give it back to us. It’s hard to lose money by selling a free product. So don’t be alarmed if you get a home back. Usually, that’s the best thing your buyer can do for you.

				



			

	






			

			
				Chapter 17

				How To Get Started

				How many times have you heard someone say, “It takes money to make money?” I’ve heard that saying all my life, and I still hear it today. And, there was a time when I didn’t know any better and believed that saying. Thankfully, I learned many years ago that you don’t need money to make money.

				What you need is knowledge, education and a good positive attitude. If it’s really true that 85% of success comes from having the right attitude, then obviously our success, or failure, is determined mostly by our attitude, not by how much money we make.

				One of the big advantages in doing these little “Lonnie deals” is that you can get started with little, or no money. Let’s go over a couple of ways of how you can do that. Our first example shows how you can start with $3,500. In our second example, we’ll do a deal using our specialized knowledge instead of our money.

				You’re probably a little nervous thinking about actually doing your first deal. If it’s any consolation, most all of us felt the same way when we attempted to try something different, and something we weren’t familiar with. But if we never make the effort to do something different, then we never get to realize the rewards and benefits of doing something different. If you want to stay “average,” just keep doing what average people do. (Working a job.)

				Starting With $3,500

				Let’s suppose you’re now ready to do your first deal and you either have, or can get $3,500. Your goal is to buy a mobile home for no more than $2,500 and sell it for $5,000 with a $500 down payment. We will even say that after you pay $2,500 for the home, that you have to spend another $500 before you can sell it. That $500 could be for a months lot rent, advertising and maybe some minor fix up.

				To make things worse, let’s say it takes a whole month to find a buyer for that home. I’m making this a worse case scenario to show that even should all this actually happen, it will still be very good for you.

				O.K., you now have $3,000 in this home and after waiting a whole month you finally find a buyer that can pay $500 down. You still have $500 left from your original $3,500 and I want you to put that away, consider it insurance money in case you should run short and need a few bucks.

				We find a buyer, the park has approved them for the lot, and you feel like they will be good people to sell that home to. If you belong to a credit bureau, get permission from the buyers to check their credit history. If you are unable to run a credit check yourself, ask your buyers for permission to get a copy of their report from the park manager. You want to find out what kind of track record they have paying their bills. Just be sure to get the buyers consent, in writing, before you run a credit check, to avoid violating the privacy act. (Refer to the credit application in the appendix section.)

				You now have the home sold for $5,000 with a $500 down payment. You were hoping to get $200 monthly payments, but your buyers say all they can afford is $175. Let’s see how we will come out if we go with $175. After running some numbers, we structure the note as follows:

				How Note Is Structured
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				Our next chart shows us how we made out on this deal. We received $500 down payment, leaving us with $2,500 in this $4,500 note. We’ll receive 30 payments of $174.37. Check my numbers, but it looks like we have a 67.48% return on our first little deal. Feeling a little more at ease now?

				Amount Invested And Our Yield
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				We now have a nice little note paying us $174.37 each month, but we only have $500 cash left in our pocket from the down payment. Don’t even count the $500 insurance money, that’s not to spend. Now it’s time to do another one of these little deals. What can we do to get another $2,500 so we can buy another mobile home?

			

			
				How To Recover Our Cost

				What if we could sell enough of the payment stream on our note to give us our $2,500 back, and still have part of each payment left over for us. If we can do that, we will also have the $500 down payment we received for a total of $3,000, the same amount we started with. Then all we have to do is find another home to buy and sell, just like the one we just did.

				Suppose we could find someone that has money invested in CD’s, T-Bills, or just sitting in a bank account? They might be earning anywhere from 5% to 7% interest. (All three are earning less than 6% at the time I’m writing this?)

				Maybe you know a family member, or friend that is willing to draw $2,500 out of that 6% account and invest it with you. If so, this is where you will probably have to educate that person about the note business, especially mobile home notes. Most folks aren’t real impressed with notes secured by old mobile homes. So you will have to sell that person on yourself, more than you will on a mobile home deal. Your trust and creditability is what will make it work. But once you prove yourself to your investor, you will be able to find all the money you need.

				And a word of advice here. If you aren’t absolutely sure you can, and will, do everything you promise your investor, don’t do it. If you don’t have the financial discipline to handle money when you get your hands on it, don’t do it. The advice I’m offering here is for the person that has the self discipline, financial discipline, and is a solid, responsible person who will uphold their end of the bargain, regardless of what it takes.

				O.K., so we find a family member, friend or investor that is willing to purchase part of our income stream. Since we only want to recover what we have left in the note ($2,500) we don’t need to sell the entire note. We decide to sell part of each monthly payment to our investor at an 18% yield. How much will our investor receive each month?

				Checking our chart, we see that if our investor pays us $2,500, he will be entitled to receive $104.10 a month for 30 months. After paying our investor, there will still be $70.27 a month left for us. How about that? We have all of our money back and we still get a payment each month. Can you really do such a thing? (What’s the yield on $70 per month when you have nothing in the note?)

				How We Structure Note To Investor.
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				In order to make our investor feel comfortable, we assure him/her that we will be the one sending the check each month. We guarantee the payments to them, and they will never have to worry about taking over a mobile home and having to sell it in order to get their money. If anything goes wrong, that’s our problem, they still get their check each month on time. And again, if you aren’t willing to guarantee the payment and do everything you promise, don’t do the deal.

				Now I realize that $70 a month is nothing to shout about, but how many deals like this would it take to get you excited? Especially if you can start with only $3,500, and use little, or none of your own money. You don’t need to start out trying to set the world on fire, but you do need to get started and do that first deal.

				O.K., we’ve now bought and sold our first mobile home. We’ve sold part of the income stream to give us all of our investment back, and we still get $70 a month. Now we’re ready to start looking for another one. And let’s try to improve our figures on our next deal.

				What if our next home only costs us a total of $2,000? Or, suppose we can get a larger down payment, or larger monthly payments. What if we can sell the next home for $5,500, or $6,000? What if it only takes us a week instead of a month to sell it? Any of these changes would be an improvement over our first deal. Once you get some experience in buying and selling, you will learn how to do much better.

				Setting Goals

				Let’s set some goals. I’ll assume you work a regular full time job and will have to do these mobile home deals on a part time basis, in the evenings and on weekends. Let’s also assume that you will be able to average one deal a month for 12 months, 18 months, or maybe 24 months. You will have to set your own goals based on how aggressive you are, your desire to achieve financial independence, and your desire to someday leave that job that you don’t like.

			

			
				How much you accomplish will depend on how much time and work you’re willing to put into this business. And you will most likely need to break some of your every day bad habits. Instead of taking a seat in that easy chair, make a commitment that will force you to take action, which will result in a deal. Instead of turning the TV on, spend that time calling on ads, or checking out leads for buyers and sellers.

				What Does TV Really Cost You?

				Every hour you spend watching TV, or napping in that lazy-boy, might very well be one less deal and one less monthly check. If you miss just one deal watching TV, how much has it really cost you? (Ever wonder what life would be like for a sofa slug if the TV could only be powered by a treadmill?)

				A recent news report stated that the average person spends over 4 hours a day watching TV. What a terrible waste of a persons time. I also read an article that said by the time the average student graduates from high school, he/she will have spent 19,000 hours watching TV, but only 15,000 hours attending school. And you have to wonder what they did during those 15,000 hours in school, since some of them can hardly read or write when they graduate.

				I guess it’s not too hard to reach your goal if you make it easy enough. And anyone that spends 30 hours, or more, every week in front of a TV hasn’t set much of a goal for themselves. But I know you’re not like those TV watchers, or you wouldn’t be reading this book and trying to learn how to improve your financial position.

				O.K., it’s now been 30 days from the time we bought that first home and we have it sold. Part of the note has been sold to recover all of our cash, and we’re now looking for another home to buy. By the end of the next 30 days we’ve bought and sold another home. And even though it’s very unlikely the numbers will be the same, for simplicity sake, let’s use the same numbers and see what we would have 12 months from the time we received our first payment.

				A “Deal A Month”

				For the next 12 months we average one deal a month. We sell part of the income stream to get our total investment back, and then we buy another home. Let’s see what we will have after doing this 12 times. Remember, it’s actually two months from the time we bought our first home, until we receive a payment.

				Our chart shows us that if we do the exact same thing one time a month for 12 months, we will have a positive cash flow of $10,080 per year...and with none of our money invested. Of course, this means that we must sell each note as soon as we sell the mobile home, in order to buy another home. If you have the knowledge, discipline, and $3,500 to start with, this can be a very good way to get started.
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				Now, let me emphasize an important point that many folks fail to see, or realize. Once the deal is done and your buyer is obligated to send you a check every month, what more do you need to do to get paid? Nothing but wait for the mail carrier to bring the check, and put it in the bank. Your work is done, but you will still get paid even if you never leave your house.

			

			
				Once you do several of these little deals and start receiving checks every month, you will never feel the same about working a “job” again. Especially on a cold, rainy day when you can stay home and watch that wet mail carrier bring the checks.

				You can be sick in bed, on a nice vacation, or just lazy and do nothing, and the checks are still due every month.


				I know a real estate investor who owns 100 apartment units. He told me that every morning 100 people have to get out of bed and go to work, so they can send him a check each month. Isn’t that a nice thought? Wouldn’t the same principle hold true if you owned 100 notes, on a 100 mobile homes? It certainly would, and it’s not an unrealistic goal by any means.

				Suppose you have to get out of bed each morning and go work a job. You work 40 hours that week and then you draw a check for that 40 hours of work. In order to draw another check, what do you have to do? You have to get out of bed each morning and go work another 40 hours. And it might even be a job you don’t like, or a job without a good future. But you have to keep doing it in order to pay bills and eat.

				Now, let’s suppose you decide to do one of these mobile home deals that you keep hearing about. You spend your spare time to buy and sell a home, and now you have a buyer that is obligated to send you a check. Even if it took you a month to do it, once it’s done, it’s like money in the bank...except you make a lot more than the bank pays. There’s nothing else to do except cash the check each month. If the note is set up for 30 months, that means you get to cash 30 checks. If you have enough of these checks coming in, you might not have to get out of bed and go to that job you don’t like. Which sounds the best?

				Yeah, I know, if you do enough of them, someone won’t pay like they promised, and occasionally you might even have to take a home back and resell it. But if you don’t have to work 40 hours a week, on a job that you don’t like, how bad would that be? Especially if you’ve already recovered all of your investment.

				Let’s get back to our “Deal A Month” and see what we could have after a couple of years. If we just keep doing the exact same thing for 24 months we can just double our figures. Instead of $10,080 per year, we would have $20,160 per year. And this is based on not making any of the deals better than the first one, or not ever getting a cash sale for any of the homes.

				Surely on several of the homes you would be able to get a larger down payment, or larger monthly payment, or a larger selling price, or do something to improve on the deal. And occasionally, you will find someone that will pay all cash for that home. A cash sale doesn’t happen often, but it does happen.

				After you gain some experience and feel comfortable buying and selling, you should be able to average more than one deal a month. So set your goals a little high, but keep them realistic. And once you get your cash flow to the point that you don’t have to sell part of the note, your cash build-up will improve considerably. It won’t take very long until the cash payments from deals you’ve already done, will give you enough cash to buy another home. When you reach that point, your net worth will start compounding like a rocket taking off.

				In order to do this, you must keep reinvesting all of your cash as soon as you receive it. You don’t go buying that new car you’ve been wanting, or taking that vacation you’ve been dreaming about. If you do that, be sure you still have that 40 hour week job, because you will need it to buy groceries and pay the rent.

				You buy the toys and take the nice vacations after you have reached a point in life that your investments will allow you to do so without making a difference in your financial position. If you have to alter your investment goals in order to buy a new car, or take that dream vacation, then the price you pay will be too much. The only time you should buy a new car, or take a vacation, is when you’re able to write the check for it.

				Sell The Front End Of The Note

				Let’s look at another idea on what we might be able to do with our note. Suppose we could get by without any of the monthly payment, but we want to recover our $2,500 cost that we still have in the home. How could we do that?

				What if our investor agrees to pay us $2,500 for the front end of the note. Instead of him getting a partial payment each month, he gets the entire monthly payment until he’s received his $2,500, plus 18 % interest. How many payments would he be entitled to if we did that?

				How Note Is Structured

				
					
						
								
								N

							
								
								I

							
								
								PMT

							
								
								PV

							
						

						
								
								17

							
								
								18

							
								
								174.37

							
								
								2,599

							
						

					
				

				

				


			

			
				We see from our chart that if we sold our investor the first 17 payments at an 18% yield, we would receive $2,599.00. So let’s do that. After our investor gets his 17 payments, we still have 13 payments coming to us. If we can just do without any cash flow for 17 months, then things start looking real good. (So hang on to that job for awhile longer.)

				Let’s set a goal of one deal a month for the next 30 months. We use the same figures as before. We sell the first 17 payments to our investor, and we keep the last 13 payments for ourselves. We’ll make a chart to track our payments. We actually receive our first payment 18 months from the time they start. I’ll round the payment off to $174.
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				Let’s go over this again to make sure you fully understand what we’ve done. We’ve done one deal a month for 30 months. We sold the first 17 payments of each note for $2,599, which gave us all of our money back plus $99. (Just add that $99 to your $500 insurance money and forget about it.)

				For the first 17 months of each deal, our investor gets the whole check...we don’t get to keep any of it. Starting with the 18th month, we get to keep the whole check, and we will receive 13 payments on each mobile home.

				When we receive our checks, we simply deposit them in the bank until we have enough money to buy another mobile home. If we do one deal a month for 30 months, that means that on the 18th month we receive one check, on the 19th month we receive two checks, on the 20th month we receive three checks, and so on.

				Our chart shows us that if we save every payment we receive starting with the 18th month, that after five months we will have enough money to buy another mobile home. If we can just keep all of our payments going back into another mobile home every five months or so, just think what a compounding effect this will have after a short period of time. Or, if we don’t spend any of the payments until after the 30th payment, we will have accumulated $15,834.

				Starting with month 18 we would receive our first payment. In month 19 we would be receiving two payments and, so on. By doing one deal a month, we would be adding a payment each month after the 18th month until we reach the 30th month. By the 30th month we would have monthly payments totaling $2,262

				After the 30th month, we would start losing a payment each month unless we kept doing our “Deal A Month.” But by then we should have enough cash flow from our monthly payments that we wouldn’t need to sell our notes. We could then take the monthly cash flow and buy another mobile home. Once we reach the point where we can keep all the notes for ourselves and still do our “Deal A Month” what would our cash flow be after another 12 to 24 months?

				After we build our monthly cash flow up to where we have enough to buy another mobile home, let’s see what we could have coming in each month after another 24 months. If we stick to this plan and use the same figures, that would mean at the end of 24 months, we would be receiving 24 payments of $174 each for a total monthly income of $4,176 (24 X $174=$4,176), or $50,112 each year. A real nice number, huh?

				I realize that it’s very unlikely that each sale, and each note will be the same. What I want you to learn is the concept of what can be done, and what you can accumulate if you will set a goal and stick with it. If you will simply avoid the temptation of using any of your monthly cash flow and just let it compound, it won’t take very long to really see some wonderful results. And you will be well on your way to financial freedom.

			

			
				Power Of Compounding

				What else could we do? Suppose we didn’t spend any of our payments and just let the cash flow build up. At the end of 30 months we have accumulated $15,834. Using our specialized knowledge, suppose we can invest this $15,834 at 18% for 20 years, compounding monthly. How much would we have at the end of 10 years, and how much after 20 years. Our chart shows us the results of such an investment. Very impressive numbers, huh?
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				We see that at the end of 10 years we would have $94,518. But look what happens if we leave it alone and let it work another 10 years at the same rate. The second 10 years it goes from $94,518 to $564,210...almost six times more than the first 10 years.

				And if you want to really blow your mind, look what it would be after 30 years. The awesome power of compounding is working for you, but it does take some time for it to really explode. Tell me where you can find a better retirement plan than something like this.

				From $15,834 To $3,367,951 In 30 Years.
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				If you’re not sure of that figure, let me spell it out -That’s Three Million Three Hundred Sixty Seven Thousand Nine Hundred Fifty One Dollars. And I know people that worked in the factory for 30 years and considered themselves real fortunate to retire with a $1,000 a month, and a wrist watch.

				You might think that 30 years is too far in the future to worry about, but 30 years will pass faster than you think. And it will pass rather you’re financial prepared, or not. Just ask any person that’s 65 or 70 years old, and trying to live on social security, how fast 30 years went by for them. And 95% of those people failed to prepare for their financial future. Are you making the same mistake?

				If you don’t understand the tremendous power of compounding, let me urge you to make every effort to learn. You need to understand the time value of money, compounding power, and the importance of keeping your money working at the highest rate of return possible. Or, you can do like many people do and let the banks, or someone else do it for you.

				$60,000 Yearly

				Why not set yourself a goal to have $60,000 per year coming in from mobile home payments within the next 2-3 years. It will really depend on just how much effort, and how much money you’re willing to put into achieving your goal, but you can do it. Let’s just play with some numbers.

				Let’s suppose that you want to reach that goal in 2 years, or so. If you could average $200 monthly payments on each home, you would need to do 25 deals. That would only require you to do one deal a month for the next 25 months. ($200 x 25=$5,000 per month x 12 months=$60,000 per year.) Doesn’t that number have a nice cheerful ring to it?

				This is a very realistic goal and one you can reach if you set your mind to it. Even if it took you three years to do it, it would still be a good feeling to wake up one morning, and before you even get out of bed, the thought hits you, “Hey, the mail carrier is dropping $5,000 worth of checks in my mail box every month, why am I going down to that job that I never did like and putting up with that nasty old boss?” It might be a good time to tell that boss what he /she could do with that job.

				You can reach that goal if you have the will and determination. It will mean giving up some TV time, or working a little harder, or eliminating some bad habits that you’re wasting your time on. But it can be done, and is being done by many, many people throughout the country. It’s also not being done by many people who choose to make excuses, instead of deals. The choice is yours, but remember...if you want things to be different three years from now, then you have to start doing something different now.

				



			

	






			

			
				Chapter 18

				Ideas For Park Owners

				Here’s an idea for some of you that may own a mobile home park, or can buy or develop one. Instead of renting your lots to mobile home owners, find some nice used homes and set them up on your vacant lots. Then sell the home like I’ve been telling you about. Sell for whatever down payment you’re willing to take, and work out affordable monthly payments for the balance. Then rent the lot, to your buyer.

				This way you have the payment from the mobile home without any management headaches, and you get the rent payment on the dirt. And you make a profit on the sale of the home, plus the financing charges. Instead of letting the banks profit from the financing, the money will go in your pocket. I think this is the ideal way to operate a park.

				Not only will you get a payment from the home and a payment from the lot, but you don’t have someone calling you about a problem they might have with the home like you do when renting. No management problems and you have complete control. If you have a problem getting your rent payments, or wind up with a bad tenant, evict them and sell the home again.

				Of course, if you don’t mind being a landlord, you could rent the home and make an excellent return on your money. But that means the usual landlord problems...trouble calls when something goes wrong, plumbing problems, leaking roof, and etc. That’s what I want to get away from.

				Renting vs Selling

				Let’s do some comparisons between selling the mobile home and renting it, and see which you prefer. Suppose you buy a home for $2,500 and spend another $500 for advertising, minor repairs, or whatever. So you now have $3,000 in this home.

				You sell the home for $5,000 with a $500 down payment, and agree to finance $4,500. You carry a note for $4,500, payable $174.37 a month, 30 months at 12 % interest. Suppose we receive 12 payments in the year of sale, and the interest portion of the payments amount to $451.

				When you figure your taxes on the sale, you would have a $2,000 profit, plus the $451 interest, for a total taxable amount of $2,471. If you are in a 28% tax bracket, your taxes on that mobile home in the year of sale would be $698.

				Now, suppose instead of selling, you decide to rent the home for $200 per month. If you receive 12 months rent that year, your rental income would be $2,400. You would have to pay insurance and taxes which might amount to $250 a year, which you can deduct. You could also take depreciation on the home, but that has to be spread over 27.5 years, which would only amount to about $100. So you have a total deduction of $350 if nothing else was spent on the home. Deducting the $350 from the gross rents leaves you $2,050 taxable income.

				Using the same 28% tax bracket, you would be paying $574 in taxes instead of $698, a difference of $124. So it could be more profitable to rent, rather than selling, providing you don’t mind being a landlord. If you rented out a number of the homes instead of selling, it could make a sizable difference in your tax bill. And of course, you could keep renting that home indefinitely, or until you got tired of being a landlord.

				But, keep in mind that if and when you do decide to sell the home, you would have a lower basis in the home, or maybe no basis at all. If you had no basis when you sold, that means whatever you sold it for would be taxable.

				By renting, you could choose when to sell and thereby have some control when you pay the taxes on the home. If your tax situation favored selling this year and paying the tax, you could do that. If next year proved to a better year to sell and pay taxes, wait until next year to sell.

				You might want to give some thought to renting some and selling some. Before you do, check with your tax accountant as to IRS rules on being a dealer, and being an investor. It might be some question that if the same person does both, even if it is in two different entities, the IRS might consider you one and the same even though you are renting some and selling some. They might say that everything falls under the dealer category.

			

			
				Lease With Option

				Consider this idea. If you don’t want to sell and have to pay all the tax in the year of sale, and still don’t want the problems that go with renting, do a lease with option to purchase. For instance, suppose you offer to rent that home for $225 per month for 30 months. Your tenant/buyer puts up $500 for the option consideration and agrees to pay $225 a month for 30 months. At the end of the 30 months they can buy the home for $500.

				When you lease/option the home, have your tenant/buyer agree to take care of any repairs and maintenance that may be needed during that 30 month option period. If they are unable to pay for repairs when needed, then you, as the landlord, would be obligated to make the repairs. But you will then be able to add the cost of those repairs to the $500 buy-out payment if they exercise their option. This way, you not only limit your expenses, but hopefully you will cut down on trouble calls from your tenant/buyer.

				Suppose the water heater goes bad. Your tenant/buyer would be obligated to replace it, not you. If they don’t exercise their option and buy the home, you have a new heater and the chance to lease/option to another party. If they do move, you might say they “bought” that home while they were there, they just don’t get the title.

				As mentioned before, we’ve never sold a mobile home on a lease/option agreement, but we have sold a number of our houses this way, and it’s worked out very well. I especially like the part where I can add any expenses that I might occur during the lease/option period to the sales price. This really cuts down on the complaints from that tenant/buyer wanting you to make some kind of repair.

				If they call with a problem, I explain that I can have the problem taken care of, but I remind them that the cost will be added to the price of the house. Then I try to show them how they could probably have the problem corrected cheaper than I could. Especially if they were able to do the work themselves, because I would have to hire an expensive repairman to take care of it. Unless it’s a big problem, like a water heater or such, they will usually take care of the problem.

				If you lease/option, you would need to carry proper insurance on the home, and be responsible for paying the personal property taxes. So make your payments more for a lease/option than you would for a sale in order to cover these extra expenses.

				Lease Several Lots

				Here’s an idea you might want to consider. Contact a park owner that has a number of vacant lots. This might be a park that’s poorly managed, or maybe a burned out landlord that just doesn’t manage the park like it should be. At any rate, the park isn’t producing the income it should be producing.

				Offer to lease several lots at a reduced price. Then place a mobile home on the lot, sell the home, (or rent if you choose.) You receive the payment from the home, plus the difference in the lot rent you pay to the park owner, and the lot rent you collect from your tenant/buyer. You could probably increase the lot rent each year for an additional profit.

				For instance, suppose the lot rent in this park is $285 (that’s the average rent in my area.) What if you offered to lease six of the lots for $235 a month each, providing the owner would give you a three year lease, and the right to sub-lease those lots? Knowing they would receive $235 per lot for three years, and not have to worry about finding a renter when one comes vacant, might sound very good to them. They might wind up with more money doing this, than they’ve been getting from a badly managed park.

				You then buy six of the little “El Cheapo” homes like we’ve been talking about, and place them on the lots. You sell the homes and set up financing for three years. You rent your buyer the lot for $285. You are then receiving payments on the homes, plus the $50 difference between the lot rent you pay, and the lot rent you receive from your tenant/buyer. And, you should be able to increase your rent $10-$15 each year for an additional profit.

				You should also try to negotiate your lease agreement so that you have the right to extend the option period for an additional three years, or longer. Or, if possible, work out a lease/purchase agreement that would enable you to buy the park at some future date.

				You might even consider finding a small park and offering to lease the whole park. Somewhere out there you can bet there’s a park owner that would love to be relieved of all the headaches and worry of managing a park, yet still wants to maintain ownership of the park. If you could find such an owner, there’s a good chance they would rather receive less income, if that income was guaranteed with a monthly check, and they didn’t have to worry with tenants and vacant spaces.

			

			
				Maybe you could convince that park owner that it’s a good time to start taking those nice vacations he/she has always dreamed of. Furnish them with some brochures of several exotic places, then offer to advance enough future rent payments so they can go. Sell them on a nice cruise, or a trip to some exotic place they’ve always wanted to visit. Mention how much better that would be than hanging around the park trying to collect rents, and listening to tenants complain.

				



			

	






			

			
				Chapter 19

				Christmas Shopping

				In my first edition of Deals On Wheels, this chapter told of how I bought my wife a Christmas present. That present was a mobile home lot, and the note on the mobile home that was, and still is, on that lot. The same tenants are still there and still paying rent. The note has been paid off, but Joanne still gets the monthly rent checks for the lot, and probably will for the rest of her life.

				I’m leaving the original version in this edition so that you can see just what we’ve been able to do with a mobile home lot, and a mobile home note. I think it’s important that you understand the long term benefits of renting the lots, and selling the homes.

				Joanne has now enjoyed years of monthly income, with absolutely no rental problems. And the rent has been increased every year. Also, there have been no problems with the mobile home because the tenant owns it...Joanne just owned the note, secured by the mobile home.

				Original Version

				As I write this, it’s the middle of December and everyone is busy doing their Christmas shopping. My wife has been in every store and shopping mall for miles around, and regardless of how many packages she brings home, she still hasn’t brought that last one home, yet. There’s always one more to get.

				I’d rather dig a ditch than go in a store to shop for something, and up until yesterday I had made no attempt what-so-ever to do any shopping. I could sense that Joanne was getting a little concerned and was probably wondering if, and when, I would get around to buying her a Christmas gift.

				Well, yesterday I went Christmas shopping and bought Joanne a nice present. I bought her a mobile home lot, and a mobile home note. Let me share my shopping day with you and explain how I wound up buying this particular present. (Hey guys, if you’re having trouble getting your wife interested in this mobile home stuff, put the next mobile home deal in her name, and have the buyer make out the check to her. Works every time.)

				About six months ago, I called on an ad for a mobile home lot for sale. This lot is located in a nice park with almost 200 spaces. When this park was developed many years ago, the first mobile home owners were given a choice of renting the lot, or purchasing the lot. About a third of the lots were purchased by private owners, and the rest are still owned by a corporation.

				This is a “condominium” park and one of the few parks that I know of where you can buy an individual lot. The average size of these lots is 45 x 100 feet, and the going price for each lot is between $18,000 and $20,000. The city tax assessment is $17,000 each.

				When I first called on this ad about six months ago, I learned that the seller had also owned, and lived, in the mobile home. When she sold the mobile home, she couldn’t find a cash buyer (sound familiar?) so she was forced to carry a note for most of the purchase price. Her note stated that the buyer could not move the home off the lot until it was paid for, and there were still 51 payments remaining. She kept the lot and was renting it to her buyer.

				Keep A File Of Sellers Ads

				When I first called the seller, her asking price for the lot was $16,000. That was more than I was willing to pay, but I cut that ad out and taped it to a file card and kept it. When I first talked to this lady, I learned that she also owned the note on the mobile home. I asked her if she would be willing to sell the note, also. She said she didn’t even know it could be sold, and had never thought about it. I advised her that it could be sold, but she would probably have to offer a discount in order to sell it.

				While talking with her, I found out all I could about her situation...why she wanted to sell...how flexible she might be...how soon she needed the money, and if she needed all of it now. I learned everything I could for future reference. I put all this information, and a copy of the ad, on a card file and kept it. (Remember, I said earlier to keep track of old ads and watch for them to pop up again somewhere in the future. And if they do, compare the old ads to the new ads.)

				Well, that ad appeared in the paper again about a week ago, and ran just for the weekend. This time the ad read, “Mobile home lot for sale. Four (4) year occupancy guaranteed,” and her phone number. The following weekend, another ad appeared, but this time it read, “Mobile Home Lot and/or Mobile Home Note for sale. Make Offer.” When I called the seller this time, she told me that she had a verbal offer of $18,000 for the lot and the note.

			

			
				I asked her to bring all the papers she had on both the lot and note, and meet me at the lot. After meeting with her, we then went to a little neighborhood restaurant and started negotiating. When I was satisfied that everything was in order, I asked her what she be willing to sell the lot and note for if I drew up a contract and paid a deposit right then.

				She made the statement again that she already had an offer for $18,000 and wanted to know what I was willing to pay. I explained to her that all she had at this point was a verbal offer, with no written contract, and no deposit. I reminded her that sometimes people don’t always do what they say they will. But if we could reach an agreement, I would put it in writing, pay a deposit and she would know it was sold. Then she wouldn’t have to wonder if she would get paid.

				There were now 51 payments of $185.46 remaining on the note, at 14% interest and a remaining principal balance of $7,098. The lot rent was $190 per month. The real estate taxes were $20 per month, so the lot was netting $170.00 month.

				Written Offers Get Results

				She still wouldn’t name a lower figure, so I finally asked her, “Would you take $17,000 right now if I sign a contract and give you a deposit?” After some serious thinking on her part, she said she would. So I drew up two contracts, one for the note, and one for the lot. We signed both, and I left her a $100 deposit on each contract.

				Now, here’s a point I’d like to emphasize. If you negotiate a deal to the point where you feel it’s about as good as it’s going to get, and you know it’s a good deal, make out a written contract, with a deposit. Don’t get greedy and try to squeeze the last dollar out of a deal. Remember...pigs get fed, hogs get slaughtered.

				The difference in me getting the lot and note, and the other party not getting it, was because I was willing to make a firm written offer, with a deposit. Obviously, the other party wasn’t willing to do that. I’m sure this lady was thinking, “Should I take the $17,000 written offer and deposit, and be sure it’s sold, or should I take a chance and hope the other party will pay $18,000?” I’m glad she made a wise choice.

				Once she agreed to accept my offer of $17,000, we then had to decide what price to put on the lot, and what price to put on the note. I already knew she had paid $10,900 for the lot five years before. She didn’t know that I knew this, but I had already checked the records at City Hall. (I said earlier to find out everything you can so you will be in a better negotiating position.)

				When we were trying to figure out what price to put on the lot, and what price to put on the home, I explained to her that if we had a closing date in January instead of December, (this was early December) any taxes she would have to pay could be put off until the following year. I wanted to keep her from paying any more taxes than she would need to pay in that year. (Also, if the closing takes place in January, we already have a payment due from both the lot and the note.)

				So our contract states that she is selling us the lot for $11,000, which means she will only have to show a $100 gain on the lot. That will leave $6,000 as the price we’re paying for her note. Suppose if we had stated a price of $14,000 for the lot? She would then have a gain of $3,100 she would be taxed on.

				I realize that by showing a lower price for the lot, that if and when we sell that lot we will have a smaller basis and will probably have to pay more taxes than we would if we had placed a higher purchase price on the lot. But our intention is to keep that lot for a long time, probably for life.

				The present net income from the lot is $170.00 per month, so our return is much less than what we normally get from a mobile home sale. But as I said earlier, once your cash flow builds up to where you don’t need it all for mobile homes, put some of it into long term, trouble free investments.

				This is the first mobile home lot we’ve owned, but I just know it’s going to be easier to manage dirt than it is a house with a tenant living in it. What can go wrong with dirt? So far we haven’t found a tenant that has figured out how to destroy dirt, and none of it has disappeared.

				Regardless of what our basis is in the lot, we still have to pay tax on all of the rental income, minus any taxes and expenses. We can’t depreciate land, but by keeping it long term the basis isn’t a big concern, especially since we can show we paid $6,000 for the note. By showing a higher price for the note, we don’t have as much discount in the note, and the less discount, the less taxable income we pay. (When you purchase a note at discount, the IRS treats the discount portion of that note as taxable income.)

			

			
				When we got through with the paper work, this lady said, “You were the one that first asked me about selling the note. I didn’t know until then I could sell it.” And she thanked me for volunteering that information. (I should be thanking her...and I am.)

				How Did We Come Out On This Deal?

				Now, let’s go over this transaction and see what we might expect in the future. If nothing changes, we will receive $185.46 per month for the next 51 months from the mobile home payments. And the home can’t be moved off the lot until it’s paid for. If she takes that long to pay the note off, that means we have a 23% yield on the $6,000 purchase price for that note. Check our chart.

				How Note Was Structured
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				Our Purchase Price & Yield
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				But what if she decides to pay it off early? If she does, that will increase our yield. In fact, would it be better for us if she decided to pay that home off and then move it, leaving us with a vacant lot? I think it would, and here’s why.

				Suppose that home was paid off and moved off the lot next month. If that should happen, we will have received over $7,000 on our $6,000 note that we’ve owned for only a month or so. That would then leave us with about $10,000 invested in a lot worth $18,000-$20,000. We could then find a nice used home, place it on the lot, and sell it with financing like we’ve discussed. In all probability, we would wind up with a bigger cash flow, and a bigger yield on our money.

				Now, suppose this lady doesn’t pay us and we have to repossess the home. Would that be bad? If that should happen, we would then have a nice home that’s worth much more than what we have invested. We would then just sell the home, finance it, and have a larger monthly payment, and a larger note than we have now.

				Any Change Will Be For The Better

				It looks like any change that might take place in the future will be a change for the better. I think this deal is as bad now as it will ever be, and will only get better with any kind of change.

				A net income of $170 per month on the lot gives us a yield of about 19%, and we will have our $11,000 back in a little over five years. From then on, everything will be profit. But hopefully, the lot rent will increase before five years is up. If so, we will have our money back sooner. (Update...Lot rent is now $275 and rising.)

				This lot will provide us with a nice little check every month for as long as we want to own it. And if and when we should decide to sell this lot, we would probably finance it and still have a monthly check coming in. This lot will most likely provide us with a check for the rest of our lives. A nice, safe long term investment, with little or no management problems. I love being able to do a little work one time, and receive benefits for many years, without having to do any more work. This is a good example of how to do that.

				Maybe now you can understand why I said if I owned a mobile home park, there wouldn’t be any homes on the lots except the ones I placed there. Why let a dealer make the profit from the sale, and a bank make the profit from the financing? The profit from both should go in your pocket.

				So folks, what do you think of my Christmas shopping trip? I told you at the beginning of this book of another Christmas shopping trip we did, where we bought a mobile home on Christmas Eve, and sold it on New Years Eve.

				I’ve found out that from around Christmas time to April 15th (tax time) is one of the best times of the year to shop for mobile homes, lots, houses, notes and many other things. That’s when you will have very little competition, because most investor’s are not in the mood to be looking for deals. Many of them have spent their money on Christmas gifts and toys and can’t take advantage of a good opportunity if it falls in their lap. So be alert for bargains when other people are not. And be ready to jump on a good deal when it comes along.

			

			
				Joanne probably had visions of some nice jewelry or clothes for Christmas. But I explained to her that she would be getting a check every month from the note, and a check from the lot for many years to come. And too, it really wasn’t safe now days to walk around wearing a bunch of jewelry anyway. When those checks started coming in, she agreed with me.

				When I give a gift, I like for it to keep on giving. Wonder how many other Christmas shoppers will even remember what they gave, or received, several months after Christmas? Joanne will be reminded of her gift every month...with a check. (Wonder how many wives that read this chapter will now be giving their husbands a different kind of shopping list?)

				



			

	






			

			
				Chapter 20

				Lack Of Knowledge Can Be Expensive

				I’m always amazed (and disappointed) when I see people that need to improve their financial situation, but will not take the time, or make the effort to do so. We have friends and family members that are in this situation. We’ve tried for years to get some of them started in some type of investment program, but with no success.

				We’ve explained to them how much they could benefit by going to the various seminars and learning how to be successful from the very people that are successful, and doing what they teach. But they are always too busy to go, or claim they can’t afford to go. So their financial position stays the same, or gets worse. And these are the same people that complain the loudest about how rough times are.

				We have friends that have money invested in stocks and bonds, T-Bills, CD’s, and etc., earning 5%-6% interest. Several times we’ve offered to share one of our deals with them that would double their earnings. But, they keep letting fear and doubt control their decisions, and will not change. They’re in their comfort zone and nothing will convince them to get out of that zone. So they keep doing the same things, and keep getting the same poor results.

				Penalty For Early Withdrawal

				One friend has money invested in the world’s largest gambling casino (the stock market) earning 6%. He had the chance to take part of his money out of the stocks and make an investment that paid 16%. He wouldn’t do it because he would have to pay a “penalty for early withdrawal.”

				Where is he paying the real penalty, leaving it in stocks and making 6%, or drawing it out and investing at 16%? He has to be smart enough to know that 16% is 10% more than 6%, but he still chose to leave it in stocks. I’m sure that made his stock broker happy. Maybe some day my friend will wise up and really make a killing in the stock market...shoot his stock broker.

				Another friend keeps saying they want to start investing, but they don’t have the money to start. I tried explaining to them that if they would just pay off their credit card and stop using it, they would be making 19%, because that’s what they pay on that credit card each month. They don’t realize just how much that credit card is costing them, or the financial hole that card keeps them buried in.

				We met a man one time at a seminar who told me something that was mind boggling. He told me how just one thing he learned at that seminar would enable him to make a change in one of his investments that would result in an additional $800 a month for 20 years! That figures out to be $192,000 over a 20 year period. (240 x 800 = 192,000.) That means he could just spend an additional $800 every month from what he learned at that one seminar. And I keep hearing people say they can’t afford to go to seminars. If you want financial security, you can’t afford not to go !

				Can you imagine what that one tip will do for that man’s financial position. What would he have in 20 years if he just invested that money each month and made it earn just 10%-12%? (I’ll bet he won’t have to depend on a social security check.)

				What Is Education?

				While we’re on the subject of education, I would like to give you my personal view point on just what I consider a good education to be. And this is strictly my own opinion for whatever it’s worth.

				We all seem to agree that getting a college education is very important in this day and time. But have you also known someone that finished college and then couldn’t get a job, and wound up doing work that didn’t require a college education?

				One person we know graduated from college and after trying for some time to find a job, wound up working for Pizza Hut. In another case, my neighbors son finished five years of college and couldn’t find a job. After looking for a year, and still no job, he decided to go to dental school for four more years. That’s O.K. I guess, if you really want to be a dentist, and you don’t mind spending nine years of your life going to school.

				I think that unless you really do want to be a professional person, that being able to enjoy a good life and doing what you enjoy doing doesn’t mean you have to spend all those years going to school. It’s certainly been proven by many successful people that it doesn’t take a college education to make money. And a college education certainly doesn’t guarantee that you will be financially successful, or financially secure.

			

			
				I know people that have college degrees and have spent years in the work force, and still don’t have anything to show for their efforts. And I know some people with plenty of “education” that couldn’t raise $1,000 cash without borrowing it. Yet they have these fancy initials after their name, driving an expensive sports car, always talking on the cell phone, wearing three piece suits to work, sitting behind a desk all day, and they don’t even own the desk. And trying to stay one step ahead of the bill collector. Is a person like that really educated?

				A friend of mine told me there are three kinds of degrees. There’s the BS degree, and we all know what that is. There’s the MS degree, which is more of the same. And then there’s the Ph.D. degree, which means “Piled Higher and Deeper.” You probably know someone who has all three of these degrees. I’ll bet you also know some people that have a BS, an MS, a Ph.D. and still can’t find a JOB.

				Another friend of mine told me how his mother insisted on him going to college. He didn’t want to go to college, but he did because she insisted. He laughed and said, “College never did me a bit of good. Every job I ever had I could have gotten it just as easy without a college education.” Is it possible my friend wasted four years of his life going to college?

				My point is that if your real desire is to be a professional person, then go for it. Lord knows, the world needs plenty of good professional people. But keep in mind that once you achieve that goal, you will still need to have some financial education, or you could wind up just as broke after years of working as the uneducated person. Regardless of how much money you make, if you don’t know how to handle money and invest part of your earnings, you might very well wind up old and broke.

				So even though you reach your goal of becoming a professional person making big bucks, don’t just take for granted that you have also reached your financial goals. You might be making big bucks today, but unless you have the knowledge and ability to know what to do with a portion of your earnings, you could still wind up being part of that 95% of the population that are unable to care for themselves when you reach retirement age.

				If your desire is to make enough money to provide a good lifestyle for you and your family, it doesn’t necessarily mean you have to go to college. You just have to learn how to make money. So figure out just what it is you want out of life, and then study those things.

				Personally, I think it’s better to be dumb and rich, than to be smart and broke. And I know a number of “smart” broke people. I’ve discovered that most of the things that make me smile and feel good can be bought with money...not everything, but most things.

				Your Attitude Will Make, Or Break You

				One of the best assets you will ever have is a good positive attitude. Having a good optimistic attitude, and a strong determination to succeed, puts you way ahead of many people that maintain a negative attitude. Stay away from negative minded people, they will only pull you down to their level.

				Recently, there was a news report about the unemployment rate in this country. The unemployment rate at the time was 6.8%, and the report went on to say how many people were out of work and how tough times are for some people. Why couldn’t they say that we have 93.2% of the work force that is working

				In my opinion, the unemployment figures should disregard the first 5% of the work force, and only give figures on the other 95% of the work force. I’m convinced there are always at least 5% of the people that will not work for a living, regardless of how good the economy is. Why should they when the Government mails them a check every month to sit home and do nothing? And those are the one’s that usually cry the loudest about how rough they have it.

				Our lives are governed by the choices we make as we go through life. If you choose to exert minimum effort, you should expect minimum wages. If you choose to practice poor financial discipline, you should expect financial problems. If you choose to continue doing the same thing you’ve always done, you should expect the same results. Nothing will change until you do.

				



			

	






			

			
				Chapter 21

				What’s Wrong With Our Schools?

				It seems that our school system teaches everything except how to go out into the real world and survive. How many high school graduates do you know that can balance a check-book, or understands anything about money and financing? Some high school graduates can’t do simple things like making change unless the cash register rings up the correct amount that’s due. If a burger joint looses power, some of the clerks can’t make change for a $20.00 bill.

				Ask some of our younger (and older) generation if they understand the time value of money and compounding of interest and all you get is a blank stare. Yet, some of these same people are experts at some idiotic computer game. They’ve spent many, many hours learning how to play games, but no time learning how to make money, or how to be financially secure.

				TV Takes More Time Than School

				According to statistics, the average student spends 15,000 hours going to school before they graduate, but they spend 19,000 hours watching TV during that same period. If these figures are indeed correct, maybe this will help explain the man in this story.

				A young man called wanting information on a mobile home I had for sale. This man had a wife and a small child and were living with friends. They were trying to find a place of their own, but would need financing in order to buy anything. When I asked him how much he would be able to pay down on the mobile home, his answer was, “I don’t have much of anything right now, I just bought a new car and my payments are $400 month.”

				How To Stay Broke

				This man has a family and no place to live, and buys a new car with $400 monthly payments! Talk about having your priorities in order. It was all I could do to keep from telling him what I was thinking, but I kept quiet and told him I wouldn’t be able to help him.

				What makes a person so irresponsible? What did this man learn during those 15,000 hours he spent in school? It couldn’t have been much, but he graduated. Obviously, he’s a little short on common sense, but I’ll bet he can whiz right through some dumb computer game.

				I felt both anger and sadness while we were talking. If he continued to be this irresponsible, what kind of life could his family expect? On the other hand, what could his financial future be if the schools had taught him something about financial discipline, self discipline, and responsibility? I’ve done some “supposing” to see just how much better off he could be if he had just acquired the knowledge, and had developed the discipline that’s required to be successful.

				Suppose some of those 15,000 hours in school had been used to teach this man about money, financing, and compounding of interest. What could he have done with his $400 monthly payments that would be much, much better than spending it on a car that’s depreciating faster than he can make the payments? Let’s play with some numbers and see what might have happened with a little education and knowledge.

				Let’s suppose the car this man bought cost $20,000 and he either traded, or paid $2,000 down, leaving $18,000 to be financed. If the payments are $400 month and the finance company charged 12% interest, it would take 60 months to pay the loan off. If he makes all the payments, he will pay $24,000, and have a car that is worth very little at the end of those 60 months.

				But if he’s like many people, he will trade that car long before it’s paid for and start all over with a new car. That car will keep him broke, and he probably won’t even understand why he’s always broke. And those computer games didn’t teach him anything about how expensive cars really are.

				What A Difference

				Suppose instead of buying a new $20,000 car, he bought a nice used $10,000 car, and either traded, or paid the same $2,000 down and financed $8,000. If he could get financing for this car for 60 months, 12% interest, his payments would be $178. At the end of 60 months he will have paid $10,680 for a nice used car, instead of $24,000 for that new car...a difference of $13,320.

			

			
				Now, let’s suppose he had gotten the proper education and knowledge, and knew how to invest the difference ($222) each month in something that earns 12% interest, instead of paying it on a depreciating car. What would his financial position would be in 60 months?

				Compounding Power

				If he could invest $222 each month, and make it earn 12%, he would have $18,130 at the end of 60 months. (Check our charts.) And if he was really smart and left that $18,130 invested for another 60 months, he would have $32,937. But since the schools didn’t teach him how to do that, he winds up with a worn out car every 60 months, instead of financial security.

				$222 Payment Each Month @ 12% For 60 Months
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				$18,130 Invested @ 12% For 60 Months

				
					
						
								
								N

							
								
								I

							
								
								PMT

							
								
								PV

							
								
								FV

							
						

						
								
								60

							
								
								12

							
								
								0

							
								
								18,130

							
								
								32,936

							
						

					
				

				

				


				Let’s take this one step further. How could he build up financial security and not have to depend on social security (if it’s even around then) when he reaches retirement age. Suppose at the end of 5 years he will be 30 years old and have $18,130. If he simply left that $18,130 invested at 12% interest until he was 65 (35 years), that $18,130 will compound to $1,184,000.


				$18,130 Invested @ 12% For 35 Years
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				$18,130 Invested @ 15% For 35 Years
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				And if he could learn how to make the same $18,130 earn 15%, just 3% more, he would wind up at age 65 with $3,344,000. Could it be possible this man is really driving a three million dollar car? The power of compounding has been called the 8th wonder of the world, and the schools teach their students very little, if anything about it.

				Why don’t the schools put more emphasis on teaching their students about making money, financing, investing, compounding of interest, and preparing for a secure financial future? Could it be that maybe the teachers don’t know, and never learned how to do it either? Whatever the reason, 95% of the people reach retirement age and can’t afford to retire. And most of them will need help from someone to pay the bills.

				Many people will reach retirement age, and like this man, will still be making car payments, and still be broke. And they still won’t understand why life is so tough. What’s wrong with our schools?

				



			

	






			

			
				Chapter 22

				I opened the local paper one morning and staring me in the face was a half page ad by one of the local banks. The caption, in large bold letters read;

				The Perfect Cure

				Below that, in two inch letters was--“5.35% 22-month CD.” The ad then went on to say--“Get a great return, take the 5.35% cure and get a good night’s sleep.” Then, in fine print it says--“Penalty for early withdrawal.”

				First, the bank insults you with a depressing rate of return, and then has the gall to say that you will get a good nights sleep!! I think the caption should read “The Perfect Nightmare--How To Stay Awake.” If 5.35% will cure your problems and give you a good nights sleep, you don’t have a financial problem, you’re having hallucinations.

				The biggest penalty I can see is placing your money in a bank in the first place. But how many people do you suppose do just that? I wouldn’t attempt to even try to guess how much money is lying in banks, CD’s, T-Bills, and etc., making no more than 5%-6%. And many of the people that have their money invested are probably content and think they’re getting a good rate of return.

				Why do so many people put their money in banks, or something paying such small returns? It’s very obvious...they never took the time, or made the effort to learn how to do better. They’ve been brain-trained, and brain-washed, by banks and savings companies to the point they think they are getting a good return on their money, when in fact, it’s hardly enough to keep up with inflation.

				Years ago, before I studied money and learned about financing, notes, and the time value of money, there was an ad from a local company promising to double your money in eight years. I thought, “Wow, what a deal,” and I wanted to get all the money I could into their pockets before they changed the rules. I didn’t know then that it only took 9% to double your money in eight years. I also didn’t know how simple it was to make 15%-18% and much more, with just a little knowledge. I was paying for my ignorance and didn’t even know it. When I finally realized what my ignorance was costing me, I decided to pay for an education.

				10-10-10 Rule

				Let me give you an example of how simple and easy it is to create a note paying 21%. This is what I call my “10-10-10 Rule.” The object is to buy “something” that somebody wants, for 10% below fair market value, sell that “something” for fair market value with 10% down, and finance that “something” at 10%. Here is an actual scenario played out at one of my seminars. The players were Herb, Jim and Lonnie, and this is how it went.

				Lonnie asked Herb to name something that he would like to buy costing $5,000. The “something” that Herb said he would like to have was a top of the line computer, monitor and printer, with all the latest bells, whistles, and soft music. That’s what Herb wanted, but he had one little problem...Herb didn’t have $5,000. But he did have $500 for a down payment, and he could pay $200 each month if someone would be willing to finance the balance.

				It so happened that Jim had exactly what Herb wanted and was willing to sell for $5,000, which was the fair market price. Lonnie negotiated with Jim and asked the question, “Jim, if I could pay you cash right now, would you discount your price 10% and take $4,500 cash?” Jim said he would. (If you can’t negotiate to buy something for 10% less than the asking price, then you need to take a seminar on negotiations.)

				So Lonnie bought Jim’s computer, monitor and printer for $4,500 and immediately sold them to Herb for $5,000. Herb paid $500 down and signed a note payable to Lonnie for $4,500, 10% interest, $200 monthly for 25 months. Now, let’s run some numbers and see exactly what we’ve done.

				Herb owes Lonnie $4,500 and will pay $200 per month for 25 months at 10% interest. Lonnie has $4,000 of his money left in that note. If Lonnie collects $200 each month for 25 months, and he has $4,000 in the note, he has just created a note that yields 21.6%. Look at our charts.

				How Note Is Structured
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				Learn The Concept

				Now, suppose instead of a computer, Herb wanted a $5,000 mobile home. Would the concept work the same way? Of course it would. This same concept will work on anything you are willing to loan money on and accept as collateral. So anytime you hear someone say they would like to buy something, but they don’t have the money, consider that a chance to create a note on what ever it is they want. And that “something” could be almost anything.

				For instance, if you’re selling mobile homes, you can increase your profits by financing many other things that your buyer might need, or want. It could be decks, sheds, skirting, fence, air conditioner, washer, dryer, paint job, new carpet, and even a move and setup of the home. The list of possibilities goes on and on.

				All you really have to do is find out what a person wants, how much of a down payment they can make, and how much they can pay each month. Then find whatever it is they want, negotiate to buy for at least 10% less than fair market value, and structure a note like we just did on Herb’s computer.

				If you have a good paying tenant/buyer that wants to buy something, find that “something” and create another monthly income stream. Your tenant/buyer will bless you for it, and you’ve just obligated somebody to send you another check. And the more checks the mail carrier delivers each month, the less need to work a “job.”

				Invest In Yourself

				With a little specialized knowledge, you won’t ever have to settle for “The Perfect Cure.” In my opinion, the perfect cure comes from investing in yourself, not banks or investments that pay very little. So be willing to pay for your education now, or be prepared to pay a much bigger price later in life.

				The saying, “The More You Learn--The More You Earn” has never been more true than it is today. Just be sure you learn the right things.

				With a million people each year being “down sized” (fired) you can’t afford to let other people dictate how you earn your living, and how much you will be paid. Or, wondering if and when your time will come to be “downsized” from that “secure” job.

				Your financial future will be determined by the choices you make today. Be sure you make the right choices, because you are the one that must live with those choices.


				



			

	






			

			
				Chapter 23

				The Man Who Sold Hot Dogs

				I came across these stories some time back and I’d like to share them with you. I don’t remember where I saw them, or who wrote them, so I can’t give credit to the writers. But, I think you will agree they make a very good point.

				Buy A Hot Dog Mister?

				There was a man who lived by the side of the road and sold hot dogs. He was hard of hearing, so he had no radio. He had trouble with his eyes, so he read no newspapers. But he sold good hot dogs.

				He put up signs on the highway telling how good they were. He stood by the side of the road and cried, “Buy a hot dog Mister!” And people bought. He increased his meat and bun orders. He bought a bigger stove to take care of his trade.

				He finally got his son home from college to help him out. His son said, “Father, haven’t you been listening to the radio? Haven’t you been reading the newspapers? There’s a big depression. The foreign situation is terrible. The domestic situation is even worse.”

				Whereupon the father thought, “Well, my son’s been to college, he reads the papers and he listens to the radio, so he ought to know. Maybe I should listen to what he says.”

				So the father cut down on his meat and bun orders, took down his advertising signs and no longer bothered to stand out on the highway to sell his hot dogs. And his hot dog sales fell almost overnight. “You’re right son,” the father said, “times really are bad.”

				Time Value of “Time”

				Imagine there’s a bank that credits your account each morning with $86,400. This bank carries over no balance from day to day. Every evening, whatever part of the balance you failed to use during that day, is deleted. What would you do? Why, draw out every cent, of course!!

				We Have Such A Bank, Its Name Is...TIME.

				Every morning, it credits you with 86,400 seconds. Every night it writes off, as lost, whatever amount of that time you failed to use to invest to good purpose. It carries over no balance. It allows no overdraft.

				Each day it opens a new account for you. Each night it burns the remains of the day. If you fail to use the days deposits, the loss is yours. There is no going back. There is no drawing against “tomorrow.” You must live in the present on today’s deposits. Invest it so as to get from it the utmost in health, happiness, and success! The clock is running. Make the most of today.

				Realizing Value

				Treasure every moment that you have! And treasure it more because you shared it with someone special, special enough for them to spend their time with you. And remember that time waits for no one. Yesterday is history. Tomorrow is a mystery. Today is a gift. That’s why it’s called the present!

				Make Every Week National Friendship Week

				Friends make you smile and encourage you to succeed. They lend an ear, they share a word of praise, and they always want to open their heart to us. Show your friends how much you care. Send this to everyone you consider a FRIEND. If it comes back to you, then you’ll know you have a friend for life. Let’s show our friends how much we appreciate them and what they mean to us. Happy Friendship Week!!

				Make A Commitment

				Regardless of what you may have learned from this book, or any other book, that knowledge will not do you a bit of good unless you use it. Please don’t just read this book and throw it on the shelf thinking, “I’ll start trying some of these ideas next week, or when I get time.” If you do that, chances are you will put it off until you find enough excuses that you will never do anything.

			

			
				Why not pick up today’s paper right now, look through the classified section and call and make appointments to go see at least three mobile homes. If there’s nothing in the paper that looks good, drive through some of the parks until you find several homes for sale. Then stop and talk with the sellers. Even if they don’t turn out to be what you expected, and you don’t make a deal, you will have gotten over that first hurdle.

				Then make yourself this promise, and keep it. Promise yourself that before thirty days is up, you will have bought and sold one mobile home...just one. If you will just do the first one, I’m betting you will be doing another one before the next thirty days goes by. Once you find out what a good feeling it is to reach in the mailbox and pull out that first check, you won’t ever feel the same about working a job again.

				Joanne and I want to thank you for reading this book. I hope you’ve enjoyed reading it as much as I have writing it. But more importantly, I hope I’ve been able to show you some ways to better your financial position by using some of the ideas I’ve gone over with you. There are opportunities all around you if you will just learn to look for them, recognize them, and act on them. Best wishes for a very profitable future in the mobile home business.

				[image: Missing image file]


				Here’s a toast and a wish that life brings you good health, good friends, and good deals.

				Lonnie & Joanne Scruggs


				



			

	





			
				THE SAFE ACT

				JACKIE:  I want to welcome everybody to the Tuesday night CashFlowDepot and LonnieScruggs.net conference call. Tonight, we’re really excited to have Lonnie Scruggs as our guest speaker. We’ve also got Carol and Eb Samlowski from Cleburne, Texas. Bobby Redwine will be joining us shortly. He’s from Wichita Falls, Texas, I think Steve Flores from Houston and Charles Steen from San Angelo, Texas; so a lot of Texas people. Since I’m from Texas, I know the Texas people that are involved in mobile homes.

				I want to welcome everybody to the call, and especially to our special guest. Lonnie, let’s start out with you. I know some people that are on the line, they’re familiar with Lonnie Deals and what it’s all about, but other people they’re just now being exposed to it. So, why don’t we start out with just talking a little bit about what is a Lonnie Deal and what are the advantages of mobile home investing right now?

				LONNIE:  Okay. Typically, a Lonnie Deal is one I started off with back in 1986, or something like that. I was trying to get into the note business and I couldn’t find the kind of note business I wanted, so I stumbled into the mobile home business and I started creating my own notes. For all the listeners, I want you to think not so much about being in the mobile home business as you are in the note business, and the mobile homes is just simply a good vehicle to create the note.

				A Lonnie Deal, in essence, is one that, after I fine-tuned them, for the biggest bang for the buck is the ones that I call the Cheapo Lonnie Deals; basically, one I can buy for $3,000 or $4,000 and sell it for at least double what I have in it, and then finance it, and normally with at least 10% down. So, it’s pretty much like buying a car down at the corner lot where they finance their own cars.

				That has turned out to be probably one of the best, if not the best investments I’ve ever gotten into. And several reasons for it, mobile homes, especially the older type that I deal in, is the most affordable housing in the country. But even that is people that want to buy them, the big problem, like most things, is they can’t get the financing and they don’t have the money. So, you’re simply coming in and putting a deal together and offering to finance it, and then you’re creating a note.

				So that, in essence, is a typical Lonnie Deal.

				JACKIE:  One of the things that you just pointed out, Lonnie, is the reason that you can buy mobile homes so cheaply is because, when you drive through a mobile home park, you see some of these older mobile homes, and people say it’s for sale and they want $15,000 or $20,000. The fact of the matter is, is there is no kind of financing that’s available. It’s hard enough to get financing for a stick-built house right now. But there’s sure not any financing for these older mobile homes. It’s basically impossible.

				If somebody has $15,000 cash, they’re not going to go out and buy a mobile home. That’s just not the logical thing that they would be doing. So, that makes it much easier for you to negotiate a really, really cheap price, because there are no other options for the sellers of these mobile homes. If they want cash, it’s going to be not very much cash.

				LONNIE:  Um-hmm. Yeah, that’s the two key factors that make a Lonnie Deal work so well. One is that you’re offering to finance, which you just hit on.

				JACKIE:  And you’re talking about when you’re selling.

				LONNIE:  You have to have financing or you can’t sell it.

				JACKIE:  Right.

				LONNIE:  And the second key to it is being able to buy them right to start with. As you mentioned, that couple or whoever has that mobile home for sale that’s an older home, the people who want to buy it don’t have the cash, but they will buy it if they can make monthly payments. So, it’s a perfect vehicle to put together to make some notes out of it, and it’s tremendous returns on your money.

				JACKIE:  But thanks to the federal government, they’ve just put a little bit of a kicker in the whole problem. Whenever you’re selling a mobile home with owner financing, it’s always been very easy to get a pretty good down payment and get monthly payments. But recently, the federal government and many of the states have adopted something new that’s called the SAFE Act, which limits your ability to sell with seller financing unless a couple of things.

				One of them is that you actually lived in the property that you’re selling, then you can still sell it. But with a Lonnie Deal, that’s not going to work out. The other criteria is that you go through a mortgage broker and that they actually take the application for the buyer. They explain the terms of the note, they quality them, and they might even want you to close in a title company.

			

			
				And when you’re talking about as few little dollars as are involved in these Lonnie Deals, like you might buy it for $1,500 and be selling it for $7,500, and you might only get $500 down; so there’s really not a whole bunch of extra money floating around in a Lonnie Deal for you to be able to hire all these other people to comply with the SAFE Act.

				So, Lonnie and I have kind of put our heads together and we’ve talked to some other people on some other things that you can do to still be able to get the monthly cash flow on these properties but not violate any of the rules and regulations that are now required for you to sell with seller financing and be compliant with the SAFE Act.

				One of the things that you talked about, Lonnie, that was one of my favorite things that you talked about, is forget about selling it with seller financing. Just rent it to them for three or four years and say, “If you pay your rent on time for three years, at the end of that three years I’ll just give you the title to the mobile home.” They’ll get the same thing.

				LONNIE:  Yeah. Recently, I talked with one of the mobile home dealers that’s in this full-time, Lonnie Dealing, and he’d been through that class, “Whatever It Takes to be a Loan Broker and Originate Loans.” The question came up, “I’ll just do a rent to own and then they can buy me out at the end of the lease option of rent to own.” But if I remember correctly, he stated that the SAFE Act requires the last payment to be the value of the mobile home, the actual value of the mobile home.

				Now, whether that’s true or not, I’ve spent about two hours today pulling up all kinds of stuff on the SAFE Act and posts from different people. The only thing I can tell you is that the more you read, the more confused you get. I don’t think any two people are on the same page, and that includes the politicians.

				JACKIE:  One of the things that complicates this is there was the Federal SAFE Act, and then the Federal SAFE Act basically told each state, ‘Now, you’ve got to come up with your own rules on this, and if you don’t then the Federal SAFE Act is going to apply in your state.’ So, every single state has rules and regulations that are just a little bit different from what the guidelines were for the federal government. So it’s extremely confusing.

				LONNIE:  Yeah. Let me go back to the idea that we discussed before, Jackie. Let’s suppose that if you sold your home and set them up at, say, on three years, and let’s suppose the payments were to work out to be $200 a month; and I’m just pulling numbers. If you rent it to them for three years, you tack on another $50 to take care of insurance and maintenance. So you tell your potential buyer or your rent-to-own person, “I will rent you this mobile home for $250 a month for the next three years. You have to pay the cost of any maintenance. Your payments have to be on time. But at the end of three years if you’ve made good payments on time, I will give you the mobile home. “

				So there will be no sale. Now, of course, the first thing I’m going to hear from whoever they are, they can see right through that. Well, maybe they can, but let’s see if I’ve violated any rules. Is there anything that says I can’t rent you a mobile home for three years for $250 a month? Not that I know of. Is there any reason that I can’t give you the mobile home at the end of three years as long as the value is not over $13,000 and there will be no tax consequences? We can all give each other $13,000 a year.

				So, would that work? I haven’t tried it. I haven’t heard of anybody trying it, but it seems to me like it should. Any comments on that from anybody?

				JACKIE:  The only complication in that whole strategy is that a lot of mobile home parks will not allow rentals. So, what would your suggestion be on people going and talking to the park manager or the mobile home park owner and explaining to them why that they’ve got to be able to rent?

				LONNIE:  Yeah. Everything you do, make sure you clear it with the park manager. That’s the number one requisite.

				JACKIE:  Right. And they may not even know about this SAFE Act. But once you education them on it and see how it complicates your business a little bit, then they should be just fine with what Lonnie just talked about.

				LONNIE:  Yeah, you definitely need to talk with a park manager regardless of what you’re going to do if you’re going to play ball in their park. But let’s take the park manager now. If this thing really takes off and if it really affects the business; say you own a mobile home park and you’ve got a bunch of vacancies where prior to this SAFE Act that you have counted on that Lonnie Deal in your area to fill some of your lots or to buy and sell the home that’s been vacated and left on your lot. Now, all of a sudden, the Lonnie Dealers can’t help you because they can’t make a loan.

			

			
				Now, that park manager, I think if you explain to him right to where they understand, I think they’re going to need you just as bad as you need them. So, they should be more than happy to work with you. Any comments on that from anybody?

				JACKIE:  Eb and Carol, I know you’re on the line. What do you think about all this?

				EB:  It sounds like a very interesting concept. We haven’t approached it with our park owners. But we’re in the rental business anyway, so, we’re not selling a bunch of our trailers right now.

				JACKIE:  Right. Most of the mobile homes that you do, Eb, are mobile homes on land, and the rent is good on those. But I know you’ve got a couple of them in parks.

				EB:  Yeah, we’ve got ten in the park. And we don’t do quite Lonnie Deals, but we’re buying in the $10,000 to $20,000 range and then selling them for $25,000 on a 7.5 year note. And what I like to do is I’ll hold the note for four or five years. And then I’ll find an interested party that likes to get 10% return on their money, and I’ll sell them the 10 on the note, and that increases my yield greatly.

				JACKIE:  Eb, how are you changing your business with the SAFE Act in mind, since mobile homes fall under the SAFE Act?

				EB:  I’m a friend of Brian Duncan’s, and I’ll probably go ahead and get my mortgage origination license somewhere down the road. Brian basically says just bite the bullet and do it. Carol probably won’t. I probably will. It’s just the same thing. I’ll probably go ahead and get my mobile home dealers license this year just so I have it, so I can trade some of these other properties.

				JACKIE:  Right. Now, you do a pretty high volume of mobile homes every single month. What advice would you give someone that maybe they’re just now getting involved and they just want to dip their toe in the water and see if they even like this business before they go out and do all those things? So, if someone hasn’t even done a mobile home deal yet and they’d like to do basically a Lonnie Deal, to buy at one price and sell it at twice as much, what would your advice be to them?

				EB:  Truly, my advice is to find somebody that’s doing it and talk to them and see what they’re doing. I think that’s the most helpful thing, because just to jump out there and do stuff without knowing anything about the business, that’s always scared me. But there are so many people out there doing mobile homes that most of the people I’ve met are very likely to share their information.

				I’ve taken a number of people driving them around and showing them what our properties are and what we’re doing, because I don’t view people as competition. In our area, people have started calling me because they think I’m the mobile home expert, which I’m anything but an expert. But we buy one or two mobile homes every month on land, and it’s worked out very well for us.

				JACKIE:  Lonnie, I want to talk to you a little bit more about some other strategies that people could use whenever they’re doing Lonnie Deals. The SAFE Act is going to limit us a bit on doing the seller financing the way that we’ve don’t it traditionally, where we basically explain the terms and handle all the paperwork ourselves. And even though a mobile home is not real estate, it’s personal property, we’re still kind of wondering why in the world was it thrown into this. And it’s probably because they know that mobile homes are being sold with owner financing.

				LONNIE:  That’s interesting, because it was just today when I was pulling up all this stuff on Google, there was a congressman from North Carolina that made a statement about this and he said mobile homes were not meant to be included in the SAFE Act. So, I think as time goes on we’re going to find more politicians that are going to be on the side of let’s amend the SAFE Act and fine-tune it so that it will read like they meant for it to read.

				I’m going to go out on a limb and predict that it’s just a matter of time until this SAFE Act is going to be amended to where the typical Lonnie Deal is not going to be affected by it.

				In another post I pulled up today, it states that the SAFE Act refers to a dwelling and taking a mortgage. Well, if you sell just a mobile home and no land, that’s personal property, and that doesn’t carry a mortgage. A mortgage has to have a Deed of Trust. Personal property is chattel mortgage and it has a Title.

				So, it’s just all kinds of confusion, and I think it’s going to have to be a lot of things worked out and amended. I don’t know how long it will take. We might have to vote this administration out to do it, but I think it’s just a matter of time until this thing is going to be amended to where it’s not going to be as bad as everybody thinks it is. And right now, I think it’s more intimidation than anything else with everybody.

			

			
				It reminds me of so many times when people find out you need to get a dealer’s license to buy and sell mobile homes. Well, that stops a lot of people dead in their tracks, but it’s not that hard to get a dealer’s license most everywhere I’ve known. But still, intimidation and thinking that you have to do that is stopping a lot of people.

				So, my advice is don’t be so intimidated that you just stop and don’t try to do business. There are ways to get around it. So if we all put our heads together and think, come up with ideas and share what’s working, I think we can work this out and continue to do business.

				JACKIE:  You know, Lonnie, whenever I bought that big package of 60 mobile homes and I was working on getting them sold, there was an older gentleman that bought, I think, five or six of them from me that he was going to have moved into his mobile home park. And I was telling the guy that, ‘Now that I’m doing all these mobile home deals, I guess I better go get my mobile home dealer’s license in Austin.” And I had already signed up to go take the class.

				By the way, it’s three boring days and $350 to sit in the class to get your mobile home dealer’s license. So it wasn’t a big deal.

				But when I told that guy he said, “Mobile home dealer’s license, what are you talking about?”

				I said, “Well, if you’re going to be buying and selling more than a couple of mobile homes a year, you’ve got to have a dealer’s license.”

				He said, “You’re kidding me!” He said, “I’ve been buying and selling mobile homes for 40 years and I’ve never gotten a dealer’s license and never been challenged about it.”

				But he’s someone who’s in the business. He’s doing the right thing. He’s not cheating people, not being dishonest. And if you’ll kind of follow that guideline and treat people fairly, then you’re not going to be front page news, or you’re not going to be reported on the nightly news or the newspaper about somebody that takes advantage of people.

				LONNIE:  I think that’s one of the best keys. Don’t give a cause to complain. And if you treat them honest, ethical and fair, you don’t get any complaints. It’s only the people that are always trying to screw somebody that winds up in trouble and, of course, that reflects on the rest of us. Yes, it’s a bag of worms right now, but I think it’s going to work itself out.

				Now, Barney Frank and Chris Dodd are the two that proposed this thing, I think. Somewhere in one of the papers I read today, now they have made a suggestion and they’re trying to make it to where you can sell five a year without being involved in the SAFE Act. So see, they don’t even know what they’re getting themselves.

				JACKIE:  Right. There are still other things that you can do too. One of the things that we’ve talked about before is what you’re really doing is you’re creating a note that you can buy. And a mobile home is just a vehicle for creating that note. So what you can do is you can go and talk to the seller that has a mobile home for sale and say, “I’d be interested in buying your mobile home.” But my goal would be to just sell it to somebody else right away with owner financing whenever I bought it. ”

				Just explain that to the seller and say, “But the federal government’s kind of gotten in our business and it’s a little bit more difficult for me to do it that way. So, Mr. Seller, this is what I’d like to do. I want to help you find a buyer for your mobile home. You create the note to that person, and then I’ll buy your note the very same day.”

				So they get what they want out of the deal. You get what you want out of the deal, which is a note. So then, you’re buying a note. You’re not selling a mobile home with seller financing. You’re just buying a note.

				LONNIE:  Not only are they the owner of the home, but think of that new dealer that takes one in trade. That’s one of their biggest problems is getting financing for those used ones. So if you cultivate a good relationship with a new dealer and let them know what you’re willing to do; let them sell the home and just like Jackie just got through saying. They sell their home, they take a note, and you buy the entire note, or you buy parts of the note.

			

			
				But just be aware that make sure you check out the people they sell it to, because if they know you can buy the note from them, they might not be too keen on putting the people in there.

				There are a number of ways, if you just start using your head. It’s a note business. That’s really what we’re in. So, if a dealer takes back a note, you could buy the whole note in pieces. If it’s a 48-month note, buy the first 24. When you get payments for that one, buy the next 24.

				I’ve bought notes from new dealers here, and they had the same problem I just discussed. They can’t sell those used ones unless they take a financing. One guy in particular, he was always needing money, and I bought a number of notes from him and never paid more than $0.50 on the dollar. And this was notes from new dealers, so I wound up just as well off and don’t have to do anything but just buy the note.

				JACKIE:  A lot of the new dealers will take the older mobile homes in trade and they want to liquidate them. So if you’re looking for where can I get some used mobile homes, you need to go visit the dealers. They’ll have some.

				LONNIE:  Right. We all need to get in a different mode of thinking and get more creative, because every problem’s got a solution, if we’ll just think about the solution instead of the negative side.

				JACKIE:  Right. Eb, are you still on the line?

				EB:  Yeah, I’m here.

				JACKIE:  Eb, one of the things that I really wanted to talk about, and it’s something that you’ve just discovered, is why the mobile homes are such a great business to be in right now. There’s just a desperate need for affordable housing both for renting and for people that want to buy. And whenever you’re getting these double wides on land, people get a lot more square footage in that double wide than what they would get for the same amount of money if it was a single family home that was in town someplace.

				EB:  Yes.

				JACKIE:  What are some of the things that you’re finding with the people that you’re renting to and that you’re selling to on why that they really, really want to be in a mobile home?

				EB:  Our clientele has changed drastically in the last two years. We’ve getting more and more people who’ve lost their homes. So, we’re actually getting homeowners that are living in mobile homes. Bobby Redwine puts it this way. He calls them ‘city rats, country rats, or lake rats.’ He goes, “A lot of people will like being out in the country. They like country living.” Most of our mobile homes are on an acre, plus, and they just like being out there.

				As I said, our clientele has changed drastically here in the last two years. For us, why we’re investing in mobile homes, especially ones on land, we’re getting mobile homes that sold for $115,000, $120,000 literally two years ago or three years ago. We’re buying them for $25,000 to $30,000. Fixed up we’ve got $35,000 to $40,000 in them, and they’re renting for $850 to $900 a month.

				JACKIE:  Wow.

				EB:  That’s a no-brainer for us.

				JACKIE:  A lot of times you’re buying these mobile homes with money that you got from private lenders, so you might not even have that much of your own money in the deal.

				EB:  Most of these deals I don’t have any of my own money in them. I do a lot of the equity partnerships with people with money. I’ve found they expect 8% to 10% return on their money while we’re renting and another 8% to 10% when we sell them, and they’re extremely happy. Our return on these, the ones on land is 30% plus per year. Now, you have to take into account vacancies and things like that. But we also get the depreciation and things like that. It works out very well for us.

				JACKIE:  One of the things that I’m seeing out here in East Texas is there are people in Dallas, in Houston, San Antonio, that are selling their $150,000 houses they’ve lived in for a long time that’s already paid for, and they’re taking just a fraction of that money, maybe one-third of that money and they’re buying their five acres with a double wide on it, and then just putting the rest of it away for retirement. I see people downsizing.

				EB:  Yeah. From an investing standpoint, the way I looked at it is with $100,000 I could buy one house and maybe get $900 to $1,000 a month for it. For the same amount of money, I could probably get three mobile homes and get around $2,200, $2,300 for it, maybe a little more.


				



			

	





			
				JACKIE:  Um-hmm. From that standpoint, your cash flow is so much better with mobile homes than it is with single family homes in the square footage.

				EB:  Yeah, absolutely.

				JACKIE:  Lonnie, in the people that you’ve talked to, I know we get emails every day at LonnieScruggs.net on your website from people that just got started maybe six months ago, and they’ve already done about ten Lonnie Deals, and their cash flow is $2,000, $3,000, $4,000 a month. So it’s a way for so many people are worried about losing their job or that they’ve already lost their job, this business in creating the cash flow is a quick and easy way to quickly ramp up that cash flow.

				LONNIE:  It is. It’s the fastest way I’ve seen to create the amount of cash flow you can, especially when you don’t have to buy the land; you’re just buying the mobile homes. It’s the biggest bang for the buck of anything I’ve known.

				JACKIE:  And it takes the least amount of cash to get into compared to other properties.

				LONNIE:  Yeah, the least amount of cash, the less risk, the highest returns. It’s just fantastic if people will just get into it. On another note, now with this SAFE Act, you’ve got a lot of people afraid. Some of you that don’t mind being a landlord, I tell you, that’s an excellent business. As you just heard, you take these older mobile homes, if you’ve got a two or three-bedroom mobile home that’s in nice condition, you rent it out for whatever, $250 or $350 or $400 a month, that is an excellent return on your money.

				And it’s got some pluses where the Lonnie Deal that’s selling doesn’t have, because if you rent them, you can rent them for the rest of your life, or as long as you want to. I know a number of people that are strictly in the rental business. It’s like you heard before. So, if you don’t mind being a landlord, it’s a excellent business to get into, and it’s a big bang for your buck there, and you don’t have to worry about the SAFE Act. So just start thinking a little differently. It’s all about cash flow.

				JACKIE:  It’s all about cash flow. There’s an investor I know up in the Chicago area that for about 25 years he was in the buy/fix/sell business mostly in subprime type neighborhoods, and his business pretty much fizzled out about three years ago when we had the subprime meltdown. He was getting close to retirement age and he quickly needed to switch gears and do something that was going to create cash flow for his retirement. So he started doing mobile home deals and exactly what you talked about. He would buy them for $1,000 or $2,000 in Chicago. And he might have to spend $1,000 or $2,000 to fix it up, and then he’d rent it out for $600 or $700 a month. And it only took him about 1-1/2 years to get 12 of them, and so, now he’s got really, really good cash flow coming in from those. He’s hoping to get about ten more by the end of this year, and then he’ll be set.

				LONNIE:  Yeah, he sure will. See, rentals are not bad if you will learn how to rent and learn how to be a landlord. Most of the people I’ve met and heard about, they hate the landlord business, they hate the rental business because they never learned how to deal with people. They put the wrong people in there. They don’t screen them. They’re continuously in court getting it back. But it’s like anything else. If you’ll learn what to do and do it right, it’s not that big of a problem.

				I’ve rented real estate for 35 years. You start off and you’ll learn as you go. But there are some excellent courses on it. You can’t find any better than Jack Miller’s. If you’ll just learn to do it right, renting property, houses, apartments and mobile homes can be the most lucrative deal or business you can get into. So I wish somebody would start thinking about rentals.

				JACKIE:  One of the good things about the mobile home center in a park is that park manager and the owner of the mobile home park, they have to approve the person also. So if they’re on their toes, their criteria for who’s going to live in that mobile home should be even better than what yours would be. So you’ve got a failsafe a little bit.

				What are your suggestions, Lonnie, on finding the right tenant or the right person to sell to? What are some of the criteria that you look for?

				LONNIE:  When I was still in the business I would run three reports. I got a tenant report, a credit report, and a criminal report. And I never used a FICO Score in my life when I was renting houses, apartments. I never rented mobile homes but when I sold them, because a FICO Score, all it tells me is what they did in the past. It doesn’t tell me what they’re going to do in the future, which we don’t know.

				My policy was we’ll take the application and make them pay for the application fee. And when they see they were going to be checked in all three different counts, criminal, tenant and credit, that would get rid of the people that can’t stand to be checked out. So, the more slack you are on choosing your people and screening them, the more trouble you’re going to have. That’s simple enough. But if you find a tenant and you put people in there and you require a reasonable down payment or a rent security deposit, or whatever you want to do, and check the background, I’d much rather sit down with those people for at least 30 to 45 minutes, maybe an hour and just talk to them and learn how to interpret what they say, not what they’re telling you but what they’re really saying, not what you’re hearing but what they’re really saying, learn to read between the lines, learn to understand people, their body language.

			

			
				And when you do enough of this, I can sit down and I’m not always one-hundred percent, but I tell you, I think I can sit down with a person and within an hour of talking to them, I can get a pretty good feel and a gut feel of whether I want to go with them or not. And looking back, just about every mistake I made is because I violated my gut feeling.

				JACKIE:  Either yours or your wife’s, right, either yours or Joann’s? Probably sometimes her gut feeling was even stronger than yours.

				LONNIE:  Yeah. Oh, absolutely. But if you want to be a good landlord, learn how. Take the time to learn how. Like I started off, I didn’t know any better, and somebody would tell me, “Well, I’ve got half of the rent now. I’ll pay you the other half payday.”

				“Yeah, okay.” Well, it didn’t take me long. If somebody told me the rent was in the mail, I’d chase the mailman down looking for it. I started off as green as anybody. But it doesn’t take you long to learn if you stay in the business. But if you’ll learn the right way, you’ll eliminate a lot of problems.

				So, being a landlord doesn’t have to be any problems where you can’t put up with it, no more than anything else.

				JACKIE:  Right.

				BOBBY:  Lonnie?

				JACKIE:  Bobby, I see that you’ve joined us on the line.

				LONNIE:  Hello, Bobby.

				JACKIE:  Bobby’s from Wichita Falls, Texas, and thanks to Lonnie, he’s been in the mobile home business for quite some time. Bobby, I wanted you to talk a little bit about, I know that you’re kind of in the process of trying to sell a lot of your single family homes right now, and whenever you do, you’re going out and buying three or four mobile homes.

				BOBBY:  The same thing Eb’s doing.

				JACKIE:  Yeah, the same that Eb is doing. Now, I know a lot of people on the line would ask if you’ve got this beautiful $100,000 house in Wichita Falls that’s free and clear, why in the world would you want to sell it and go get four or five mobile homes on land with it? Do you want to explain that a little bit?

				BOBBY:  Two words: cash flow.

				JACKIE:  There you go. So if you’ve got that $100,000 house in Wichita Falls, what will it rent for, about $900, $950?

				BOBBY:  That would pretty well do it, yep.

				JACKIE:  And then, if you sell that and you exchange into some mobile homes?

				BOBBY:  You can at least get 2 to 2-1/2 times. Supposedly, you’re not going to have the appreciation.

				JACKIE:  Um-hmm. Yeah, you forget about the appreciation in Texas has never been in our vocabulary, so all we’ve ever worried about is how much cash flow are we going to get. We never worried about if the price of the home is going to go up. And guess what? The rest of the United States is kind of in that same ballgame right now.

				BOBBY:  I talked to a guy in Florida today, and his version of SAFE Act is he’s just doing lease with options. We can’t do that here in Texas, but a lot of places can.

				JACKIE:  Right. That’s one of the things Lonnie and I talked about. I don’t know if you were on the call in the beginning. Just rent it to them for three years or four years and say at the end of the four years, “If you’ve made your payments on time, I’ll deed it to you, or I’ll give you the title to it.”

				BOBBY:  Right, right.

				LONNIE:  Bobby, I don’t know if you were on the line when I was talking about I talked to a man recently who had gone through that loan origination circus that you have to do to get a license to do this. And if my memory is correct, on a lease option or a rent-to-own, he says that the last payout to get the title, the payout has to be the fair market value of the home. Now, whether that’s true or not, I don’t know. I didn’t take it. But we were talking about just renting it to him for three or four years, and if he makes all the payments on time, just give him the home. It’s the same as structuring the deal to begin with.

			

			
				But here’s another thought too. On a lease option, suppose you put them on, say, a three- or four-year lease option. Now, when it comes time to exercise the option, they have to pay you the fair market value of that home. Well, does anything say that it has to be in money? What if you could say, “Well, I’ll take anything in trade that will equal the fair market value of this home”? It could be a car or a boat, or anything. Wouldn’t that work?

				JACKIE:  Or you could say, “If you go find me another old mobile home that I’ll buy, then we’ll call it even.” That’s even better to keep that cash flow stream just coming in.

				Lonnie, I want to ask all of you. I know people are getting excited about these Lonnie Deals and mobile homes right now. And the question’s coming in, how do you find those deals?

				LONNIE:  How do you find the mobile homes? Is that the question?

				JACKIE:  That’s the question.

				LONNIE:  My preferred way is the park manager. That’s the most essential person to have on your team. I can’t tell you how valuable the park manager is if you get in with the right one, and they’re willing to work with you and you work with them. I’ve had several of the parks I’ve worked in, my favorite park. It’s no telling how much money those park managers put in my pockets. So you start with the park manager.

				And again, I want to emphasize, make sure that you clear everything through the park manager. Don’t try to slip something under the radar and think they won’t catch it, because you won’t do any deals in there. The park manager is number one.

				Then, just go into a park and knock on doors. Talk to people, leave them cards, let them know what you’re doing. Talk to as many people as you can and let them all know what you’re doing. I always told all of them that any referral they furnished me, if I do the deal they get a finder’s fee.

				There are a number of ways. But I kept an ad running in the paper all the time. You contact people that work in the park. You contact people that deliver pizzas, delivery people; that’s a good one. Get in with the pizza delivery people that deliver pizzas in parks, and then work out a deal where they’ll put a flyer in their pizza every time they deliver one.

				It’s just a matter of getting out there and doing some leg work and talking to people. And once you get going and people know that you will buy and sell mobile homes, you’ll have people calling you. If you’ll just stay on that track for a while, you won’t have any trouble finding them.

				JACKIE:  Right. A question that was just emailed in, and I want to get feedback from all of you on what you think about it, is if you agree to sell a mobile home to somebody for a certain price and that they’ll make payments that a certain amount every single month, but there’s no interest on it or anything, if there is no interest rate that’s attached to it, would that still considered seller financing if it’s just ‘I’ll sell it to you for 30 payments of $300 a month’?

				EB:  I think that definitely could still be seller financing.

				JACKIE:  Right.

				LONNIE:  Yeah, the government’s going to say that.

				JACKIE:  That’s what I thought, but the question came in, so I wanted to know.

				LONNIE:  Yeah, I think it would still be seller financing. Now, way back years ago, I used to hear that if you didn’t charge interest, the IRS would impune interest. I’ve never known that to happen, I don’t know; but here’s another thought too. You take these little Lonnie Deals that we’re talking about. How much manpower do they, whoever they are, how much manpower will they have to keep track of what’s going on in these little deals? And this is a bunch of red flags going up. I don’t anticipate hearing a whole lot about it, unless it’s somebody out there unscrupulous and red flags go up. But they certainly must have a lot more things to do than to come after a little $5,000 mobile home deal. That’s my opinion.

				JACKIE:  Right. Jeff Veasley just sent an email that said that he’s paying a loan broker $100 to just handle the whole deal for him.

				LONNIE:  That’s was another idea, yeah.

				JACKIE:  That’s another idea. I mean, you can just do that. Jeff, why don’t you press *5 and talk a little bit about how you found that broker and how you work everything out with them so that they can do that. I don’t know what your phone number is, so you need to press *5 so I see you pop in. Or you can send me an email with what your phone number is and I can unmute your line.

			

			
				But that’s certainly something you can do, is go talk to your mortgage broker. They know what the SAFE Act is out there. Tell them what you want to do. You want to be able to sell cheap little mobile homes with owner financing. You need for them to take the application and explain the terms to the people. And you can still dictate what those terms are. You might have like a plan A, a plan B and a plan C, depending on how much money that they have down, and the mortgage broker can explain that to them.

				Another person, when we had the SAFE Act conference call with Dyches Boddiford, one of the things that I suggested was have people call in to a recorded message whenever you’re advertising a home for sale. Just call in to a recorded message and have that mortgage broker say: “Thanks for your interest in the mobile home. It’s available with owner financing. If you’ve got $1,000, this is what we can do. If you’ve got $2,000 down, this is what we can do. If you’ve got $3,000 down … And if none of those plans work, call me at (whatever phone number) and we’ll see if we can’t make it work for you.”

				LONNIE:  Give people a choice.

				JACKIE:  Yeah, make it the people’s choice. But supposedly with the SAFE Act, you’re supposed to be removed from that whole process of taking an application and explaining the mortgage or the loan terms to the buyer. You have to get a loan officer or a licensed mortgage broker involved in that process. So just pay someone to do it. And if you spell out what it is, if you have them go to the recorded message that you put on a phone that people can call in to, it’s going to simplify the process for everybody.

				You can get an eFax account where you have applications at the house, people fill it out, and then fax it in to an eFax number that automatically goes to you and that mortgage broker. So you get to see it, the mortgage broker sees it; and you can streamline and automate this whole process.

				I just unmated somebody and I don’t see what the area code was, but go right ahead if you had a question or a comment. Was that you, Jeff?

				JEFF:  Yeah, that’s me, Jackie. How are you doing?

				JACKIE:  I’m good; good to talk to you.

				JEFF:  Good to talk to you. First of all, I want to say Hail to the King. Hello, Mr. Lonnie Scruggs, and you are the king.

				LONNIE:  Well, thank you. And who is this?

				JACKIE:  This is Jeff Veasley from Reno.

				LONNIE:  Well, good talking with you; glad you tuned in.

				JEFF:  Yes. What I did in lieu of the SAFE Act, there are a lot of good mortgage brokers right now are not getting loan applications.

				JACKIE:  They’re not getting anything.

				JEFF:  What I’ve done is two or three people that used to do houses with me, what I did was I have them run the credit, and we pay them their $25 credit fee, or whatever their number is; normally it’s $25 in my town. And then they put together the loan package for us. And I tell them the terms and everything else. And the people bring everything in; their W2’s, their paycheck stubs, everything that builds the file. And I tell the people that I’m going to go ahead and finance them unless there’s something crazy on their credit.

			

			
				So a foreclosure does not prohibit me from financing this house for them. But as long as they have the income, is what I’m looking for, and they pass with the landowner. We give the whole file over to the landowner. And it normally takes three or four days for everything to happen, and these people will get to move in.

				Just like Lonnie said, I find my customers in apartments, because I go door-to-door in apartments passing out flyers. And the better the apartments, normally, the better the deal. And it’s always apartments around mobile home parks. So that works.

				JACKIE:  And they get a lot more square feet in the mobile homes than they would in the apartment. Plus, they don’t have people living on top of them and underneath them and on both sides.

				JEFF:  That’s correct. And they get their own parking and they get their own yard. That’s what I sell. And I try to buy three bedrooms, two baths, and what I’m looking for is to put a family in there. So, that’s what I’m doing.

				LONNIE:  Who do you have taking your applications and doing your package?

				JEFF:  What I do is I take the application right there on the spot, and I pick up the $25 right there on the spot, because then I know who’s serious and who’s not. And then I run them over to one of the two people that used to do house financing for me. They would go out and do a regular traditional loan. And then they’ll go ahead and run the credit, because I know I need the credit to turn in to the land person. And then I have them call them and say, “Yes, you’ve been approved for the house, and we need you to come in and finish filling out the paperwork.”

				LONNIE:  So it’s working good for you.

				JEFF:  Exactly.

				LONNIE:  Now, there’s one other person now you can look for to do the same thing. Find out who the people are that have taken this, what do you call it, a loan broker’s license?

				JEFF:  Yes, a loan broker, the same people who are doing houses. It’s the same thing.

				LONNIE:  All of you could use some of those people to do the same thing that you need to do.

				JACKIE:  Right. And if you’re only paying $100 for them to do that, that’s the right number for these kinds of deals. It’s probably one of the things that’s helping to keep food on their table right now.

				JEFF:  I normally tell them I’m never going to take any more than two hours a day of their time. So when these people come in, I’m going to supply the contract, which we’ve already gone over in advance. I supply the contract just like an escrow officer. I supply the contact. I pick up the credit report from them, and three-quarters of the time I don’t need to see them. They leave it at the front desk of wherever they are. But then I run it over to the landowner, because right now I’m not having a whole lot of success at parks. I’m having success, but we have third-acre lots and lots where people put the homes, one-acre lots or whatever. And so, I will either call or fax it over to the person or the landowner.

				JACKIE:  Are you getting an opinion on these mobile homes? Is that what you’re doing?

				JEFF:  Oh, no, no, no, no. I buy the house.

				JACKIE:  Okay, you’re buying the house.

				JEFF:  I buy the house.

				JACKIE:  And then you’re selling it with seller financing.

				JEFF:  I’m selling with seller financing, but I’m running it through, to make sure that I’m legal, I’m running it through a loan broker.

				JACKIE:  Um-hmm. Now, I know, Jeff, in Reno the market’s kind of tight for selling or renting houses, and this is probably the thing that’s working the best in Reno right now. Is it?

				JEFF:  Well, it’s been paying my mortgage.

				JACKIE:  Yeah, that’s good.

				JEFF:  Right. So, what we’re doing is we run it up. I tell them it’s going to be $495 for prospecting, when I sell them the mobile home, just like the escrow fee of the whole thing. And what I do is I give $100 to the loan broker and then $200 to the licensed dealer in my town. And that’s what we do. Everybody has to pay $25 to get started, and if you don’t have the $25, then we can’t get started.

			

			
				JACKIE:  Right, um-hmm.

				LONNIE:  Jeff, there’s one more thing that you might think about now, that you just triggered a thought. Let’s suppose that loan broker, if he originates his own notes. And this would also apply to the people that have just finished these courses where they are now a loan broker for mobile homes. Stay in touch with them, because sooner or later they’ll run out of money and they might want to sell their note. So let them know that if they do, that you’re in the market to buy that note or part of it.

				JEFF:  Well see, my people are pretty much self-contained. A lot of my clients are primarily Hispanic, and so I have a Spanish speaking loan broker, and her job is just to get the information; because there’s nothing in the SAFE Act that I understand that says that I have to require good credit. All I have to do is require that they’re able to pay. And how I’ve determined they were able to pay is that they’ve got income that I think will pay the note.

				Now, I’ll take some dings on the credit, and if the park says they’ll take them, then that’s fine. The one thing that I do not take is if you’ve got more than one eviction. If you’ve got an eviction on your record, you need to explain it to me. If you’ve got more than one eviction on your record, I get rid of you right now.

				JACKIE:  Right. That’s a good strategy. Okay Sam, in area code 661, I just unmated your line. You had a question? Go right ahead.

				SAM:  Yes, ma’am. You had answered the first question I had about taking a payment plan at no interest, and that was actually going to be considered financing. My other question was… it actually escapes me. I’ll have to get back to you.

				JACKIE:  Okay. I’ll leave the line unmated. If you think of it later, just go ahead and jump right in.

				Jeff, I want to thank you for what’s working for you. And you know, that’s a good lesson for all of us. If the SAFE Act says you need to use a mortgage broker, then use a mortgage broker. Don’t think you can use the world. You just need to work out a deal with somebody so that it’s still cost effective for everybody that’s involved. That’s exactly what Jeff did.

			

			
				LONNIE:  Yeah, thanks for sharing that.

				JEFF:  That’s what I’m doing. And I want to tell you that most of them will tell you that they run credit anywhere from $10 to $15. So if you charge the $25 and let them keep the $10, they don’t have a problem with running the credit four or five times for you.

				JEFF:  Um-hmm. Yeah, that’s good.

				Now, Eb, you had said that you’re planning to just go ahead and get your mortgage broker’s license in Texas, and you’re in Texas, so what does that involve?

				EB:  Here, it’s just a matter of taking a bunch of course work, getting the hours, and then they’re going to have some sort of test.

				JACKIE:  It sounds like getting a real estate license, right?

				EB:  No, I’m not getting my real estate license.

				JACKIE:  No, but it’s kind of like that.

				EB:  Yes, sort of. It’s a lot simpler. It’s not necessary. It’s a hurdle, but if they’ve got to play these games, to me, the volume of business that we’re doing isn’t going to hurt me.

				JACKIE:  It’s the cost of doing business, right?

				EB:  That’s right, it’s just a cost. But I look at it as this is a time of great uncertainty. And in times of the greatest uncertainty, it has always been the times of greatest profits. So I like all this uncertainty.

				JACKIE:  Yeah, I know what you mean, because some people just get into a cocoon and not do anything, and other people will get out there and scoop up all the good deals. Unless they’re a real Bobby Redwine, there won’t be any left. Isn’t that right, Bobby?

				BOBBY:  Oh, I doubt that.

				EB:  Bobby and I can’t buy them all.

				JACKIE:  I know, I know.

				If anybody else has any questions, I just want to remind you all you need to do is press *5 on your phone, and that lets me know that you have a question; so I can unmute your line. You can also email your question to Jackie@cashflowdepot.com and I’ll be glad to ask the question for you.

				Pat, I’ll get that information to you later on.

				EB:  One thing I’d like to reiterate. It’s in Lonnie’s books, is not to view other people that are doing mobile homes as a competition but talk to them. Most people doing mobile homes are very easy to talk to and they’re very friendly; they’re willing to share. And you never know when they’ll pass you a deal or you’ll pass them a deal. Bobby and I talk a lot. So, don’t be afraid of the people out there doing it and feel free to call them.

				LONNIE:  Yeah, you’re right. If you’ll turn your competition into partnerships, you’ll make a lot more money.

				JACKIE:  Yeah. Area code 575, I just unmated your line so go right ahead.

				CALLER:  I actually have three different questions for you. We’re just getting started in this business and we just bought Lonnie’s first book, so many of my questions are answered in there. But the situation we have right now is I have a good friend who’s a bank manager, who has a park that’s repossessed and it has 140 spots. It’s in a real rough shape, and there are only four. They kicked out all of the tenants and owners except for four. So basically, the park would need to infill. We we’re just wondering if anybody has done this kind of deal before and if there’s anything that we should look out, or if this is a good opportunity.

				JACKIE:  It kind of sounds like your mobile home park, Bobby. Why don’t you go ahead with that one? Why don’t you tell them about the mobile home park deal that you did.

				BOBBY:  Back when I bought this park, there was plenty of financing available for single wides and double wides, and they were moving them in. To fill up a park today, you’re going to have to buy your own homes and bring them in there. So unless they give you some sweet deal on the financing, to me, it’s hard to make it work. Like I bought one two or three years ago at like 50 spots, I’m absolutely sure I could fill that up. But if I had 140 empty spots, if it cost $20,000 a spot to fill that up, you’re talking millions of dollars. You better have a financing mechanism.


				



			

	





			
				JACKIE:   The only other option would be to send out a flyer to people that live in other mobile home parks and try to steal customers from other people.

				EB:  And you’ll get a few of those and you can pay for the move.

				JACKIE:  You can pay for the move, yeah; that’s the only other thing that you could do. But depending on how many vacancies you’ve got, you’re going to have an uphill battle on getting that park filled up and getting it up to its potential.

				LONNIE:  Did you say this was a 140-unit park and there were only four homes in it?

				CALLER:  Correct. There are four mobile homes in the park. The place is 140 spaces. The bank is willing to get as creative…they’re asking $675,000. It’s 16 acres. As it stands, you’re right. We’d probably spend $1 million filling up the park. But what we we’re thinking of doing was saying, “Let us go ahead and take over the park; we’ll work on infilling it,” have the bank own it, but have the bank offer us the first option to buy it?

				BOBBY:   I would set the price today, because you don’t want to start filling the park up and then they get the benefit of the inquiries.

				JACKIE:  The problem with them owning it is after you do all the work, they could screw you out of the deal.

				LONNIE:  Yeah. And you say you’re just starting out. You haven’t cut your teeth on these yet?

				CALLER:  Right.

				LONNIE:  I tell you, I would pass on this one.

				JACKIE:  What you should do is get an option for it as cheap as you can and sell your option on the park and let somebody else with a little bit more experience tackle that.

				LONNIE:  Yeah, that would be the only way. But I wouldn’t cut my teeth on this one.

				JACKIE:  Right. Give me a call tomorrow or send an email to Jackie@cashflowdepot.com and I will explain to you how to get an option on that park way below market, and then how you can just sell your option and make some quick money and move on, because this is going to take up the next ten years of your life if you took on that park right now. Especially in this economy, it might be even longer than that. So with limited experience, the best thing to do is get an option, make some quick money and move on. Just send me an email at Jackie@cashflowdepot.com and I’ll be glad to tell you how to do that. Okay?

				CALLER:  Ok, great.


				



			

	





			
				Bonus Chapter:
Create Your Own Economy

				Hello, I’m Lonnie Scruggs and I thought I would do a little talk on the state of the economy, or more specifically the state of your economy, because I hear all kinds of reports around the country that the economy is in the tank, the sky is falling. But yet, I hear other people and talk to other people that the economy is great, so I would like to ask you a question:

				What kind of an economy are you experiencing? Is it a good one or a bad one? Are you finding opportunities, or are you finding many problems and no opportunities?

				See, it has a lot to do with you and also where you are living. I look at the economy just like I do the weather; it’s local. It can be nice in one place and stormy in another. It can vary from state to state, city by city, neighborhood by neighborhood, even street by street. So, it’s not all about what Wall Street says. It’s be concerned about what your street is doing, and the same with the unemployment rate.

				In some parts of the country, the unemployment rate is over 15%; others, it’s like 4.5%. In my local economy here, it’s a little over 5%. And when you get within a 5% range on unemployment, I’ve always considered that to be pretty much full employment anyway, because I’m convinced it’s about 5% of the working force that could work will never work regardless of what the economy is.

				Also, unemployment depends on the skills and the knowledge that the worker has to take to the employer. What are they able to do? See, minimum effort gets minimum returns, and they are usually the ones that suffer from the economy. So, I would say first, if you’re having trouble finding a job, then learn a skill that’s demanded in the workforce.

				Also, foreclosures, that’s big in the papers in the news today. But still, on the other hand, if you look at the bright side, what does the news media dwell on? Well, they dwell on bad news because that’s what sells. They don’t tell you that 95% of the houses are not in foreclosure. They tell you that 5% are. And the same with people out of work. They don’t tell you that 93%-96% of the people are working. No, they want to dwell on the people that are not. So I think if you just stop watching the evening news, the economy will get better.

				This session is based really on a talk I did this past week at my local real estate club. It went off what I thought was pretty good, so I decided to put it on a CD and share it with anybody who would like to listen to it. I started this session by asking the people in the audience, “How many people consider themselves as just an average person; just the average job, average lifestyle, just being an average Joe?” And probably about half of the hands went up.

				When I saw that, my next response was: “Well, there’s your problem. You’re settling for being average, and that’s not going to cut it. See, average people with no job skills, no discipline and who can’t handle money, the economy for those people is always bad whether it’s good times or bad times. So the first thing you need to do, if you consider yourself average, is stop being average and set your sights a lot higher. After all, if you just want to be average, then do like the average people do. And that’s a lot of the people that you see in the unemployment lines.”

				Here’s my definition of the life and times of an average person. Now, see if you agree with some of it. The average person goes to school to get a good education so they can get a good job with good benefits and a good retirement program. Isn’t that what we all hear? Then they work 40 years or more, retire on a fixed income; and incidentally, an income that’s fixed by somebody else. And if you expect to retire on a fixed income, just make darn sure that you’re the one doing the fixing. So they retire on their fixed income, then they start drawing their social security check, and then they get a part-time job, and they die.

				Now, is that a plan that excites you? But that’s what average people expect and wind up with. Now, when we talk about social security check, the average social security check as of now is $1,153. And I just pulled that up on the Internet a couple of days ago. How many of you want to try to live on $1,153? It’s not a good way to go.

				An average person graduates from school after 12 years, and they don’t know any more about money than they did when they started. Everything we do takes money, but the schools don’t teach you about money. They teach you how to get a job and work for money. The average person goes to work wherever they can get a job. They show up when they are told and they get paid whatever somebody is willing to pay them. The average salary, depending on whose report you read, is somewhere between $32,000 and $37,000 a year. That’s somewhere around $15.50 to $17.50 an hour.

			

			
				The average person thinks or expects the government or their employer or somebody, they think they’re the solution to their problems. The government is not the solution to your problem. The government is the problem in many respects. The average person wants everything guaranteed. They want their guaranteed wages, guaranteed benefits, guaranteed job, security, retirement. They’re not willing to take self-responsibility and be responsible for their own actions. They have to be guaranteed. There is no guarantee in life. The one that can guarantee your future is you.

				The average person buys things they don’t need with money they don’t have, trying to impress people that don’t care. They put it on a charge card and then make minimum payments, and then wonder why they’re always broke. According to reports, depending on what report you get it from, the average creditor debt per household is somewhere around $8,000 to $9,000. That tells me there are a lot of credit cards slaves out there, and I hope you’re not one of them.

				Again, the average person if you spend tomorrow’s earnings for today’s toys and pleasures, you will always be broke. And I’ll repeat that: If you spend tomorrow’s earnings for today’s toys and pleasures, you’ll always be broke.

				Now, stop working for money and learn to be an entrepreneur and make money work for you. Create what I call mailbox money. Obligate somebody to send you a check every month. See, your income should be generated by income producing assets, not a job. A job is not going to get you to where you want to go, unless you have your sights set low and you’re just happy with being the average person. If you’ll learn to be a problem solver, learn to recognize opportunity, there will always be profitable deals and opportunities for the creative thinker. So learn how to think. Learn how to recognize opportunity. I would also suggest strongly that you just stop watching the evening news. That’s nothing but bad news. How many of you have ever had the news media make you a dime? The news media won’t make you any money in good times or bad times, but they’ll sure keep you in a state of depression.

				How do you create your own economy? By taking control of your life. Start today. Develop and practice good financial discipline and good habits. Make the right choices, because the choices you make and the habits you practice today will determine what your economy will be like tomorrow. So you can create your own economy, or you can continue to stay average, if that’s your choice.

				Start your educational program. Design your plan and work your plan. Work your roadmap. Get on the road that will take you to where you want to be. And be willing to pay for your education. I think you should set aside at least one hour each day, quiet time, some place with no phones, no televisions, no computers, nothing except you and the educational material that you want to study. Do that for each day, one hour at least.

				Also, I think you should go to at least one good quality seminar each year based on the education that will get you to where you want to go. And don’t look upon education as an expense. It’s not an expense. It’s an investment in yourself. If you’re not willing to invest in yourself, then who will? And if you’re not willing to invest in yourself and take action, then you will be average and your economy is probably not going to be too well.

				I remember a case many years ago. I was at a seminar. It was a three-day seminar, and after the seminar was over, I was talking to a man who said that he almost didn’t come to that seminar because he figured the cost of the seminar and plane ticket and expenses were just too much money. It would have probably run him $1,000. But he said, “I’m sure glad I did because I learned one thing at this seminar this weekend that will enable me to increase my cash flow $800 per month for 20 years.”

				Now just think, how much would he have “saved” if he had not gone to that seminar? Many $1,000s? How much would it have cost him if he had not gone? Multiple $800 a month by 20 years; isn’t that close to $200,000? See, that man didn’t know what he didn’t know. The same with most of us: What we don’t know can be expensive and we don’t even know it.

				When I’m speaking of education, it has to be the right education. It has to be based on what you want to achieve and what will get you to where you want to go. So if you want to reach financial freedom and be financially secure, what should you study? Study money, financing, the power of compounding interest, the time value of money, how to make money work for you where you don’t have to be there. See, what I call mailbox money. You obligate other people to send you a check. And learn to compound your education the same as you would compound your money. And don’t just settle for one phase of the investment business. Diversify. Learn different skills and never stop learning.

			

			
				There is a world of opportunity in real estate, in notes, mobile homes, buying and selling. I spent 19 years in the mobile home business buying and selling the older mobile homes that nobody else wanted. And it was a fantastic business and still is for the hundreds and probably thousands of people around the country that are doing it.

				So compound your education. Learn different things. I’ve been in the speaking business, the seminar business, the writing business. Of course, you don’t have to get into all of them, but I think you need to learn more than one skill or any one business. Diversify so that as time goes on, maybe one will not be so good, you can switch to something else. Or if stop enjoying this, then switch to something you do enjoy.

				Here’s my interpretation of the formula for wealth. You might want to write it down.

				Formula for Wealth: Money + Interest + Time = Wealth.

				Let me give you one example. Let’s suppose that you open a Self Directed IRA, and hopefully you already have. If you contribute $5,000 a year into that IRA for the next 30 years and figure out how to make it earn 15%, you would have approximately $2.2 million at the end of 30 years. And if it’s a Self Directed Roth IRA, you’ve already paid the taxes on the money when you put it in. That means when you start spending that $2 million at the end of 30 years, you would owe no taxes. I urge you and encourage you to study the IRA and open one, if you don’t already have one open, and start putting the maximum amount of money into it.

				I’ve been in the investment business for many, many years. In fact, I always tease people and kid them when I’m talking that I started back in B.C., back before calculators, before computers, before cell phones, and I still was able to work my way through all of those handicaps and I still came out in good shape. So I don’t know what I could have done if I had had all the high-tech gadgets they have now. I probably wouldn’t have done as good, because since I didn’t have all those things, it forced me to use my brain.

				And that’s sadly what’s missing in a lot of people nowadays. They learn to use machines and they get the answer from pushing buttons. But if the electric goes off, or if the batteries go dead, they’re lost. They can’t think. They never learned to think. They never learned to solve problems by using their brain. Unfortunately, I was forced to use my brain back then because I didn’t have anything else to use.

				Over the period of time when I was in the investment business, there are three things that I learned that I think are just an absolute must if you’re going to be successful in a business of any type. I think you have to be (1) a good manager of your time, (2) a good manager of your money, and (3) a good manager of people. And if I had to pick one out of the three, the most important, I’d probably pick people because this is a people business. You’re dealing with people. You’re negotiating with people. You take people to lunch. You don’t take a house to lunch. You don’t negotiate with a house. It’s a people business. So you have to be able to deal with people and talk to them and negotiate with them.

				In looking back over all the people I know that have failed in business, just about invariably I can trace every failed business to somebody that couldn’t handle the time or the money or people, and usually the people. So learn those three things: how to manage time, money and people.

				At the talk I did last week, I held up a $1 bill and I asked the people there to tell me what they could see except the $1 bill. I got several answers but none that I was really looking for. What I wanted somebody to say was that, “I don’t see a $1. I see one employee.” I went on to explain to them that if they would learn to look at money as employees and just assume that every dollar they spend is one employee that they are fired. They fired that employee and that employee will never make them a dime. See, if you take that $1 bill, or a $5 bill or a $100 bill, and you invest it wisely and you manage it and tend to it, those employees will return money to you. They will make you money for the rest of your life.

				I mentioned a cup of coffee. I said, “How many of you buy a cup of Starbuck’s coffee and probably spend $3 for it?” One lady raised her hand and said it wasn’t $3; it’s $5. I couldn’t believe that. I couldn’t believe that somebody spent $5 for a cup of coffee. I said, “I don’t know what’s in that coffee. It must be more than coffee.” See, I go to McDonald’s and get a senior citizen’s discount; $0.39 is the way I buy coffee.

				But let’s use this $5 cup of coffee. If you add that up, that’s $150 a month that somebody is spending on a cup of coffee each day. Now, what could they do with that $150 that would be a lot more than buying a cup of coffee? What if they took the same $150 a month and stuck it in some investment that would return them some money, or in a Self Directed IRA?

				And if you want to go one step farther, for some of you that smoke; I don’t know what a pack of cigarettes cost, but whatever it is, if you could cut out one cup of coffee and one pack of cigarettes a day, and then that might be enough to fund an IRA. See, if you just did that, you could retire rich and healthy. And by spending that money into some type of appreciating income producing asset, you’re going to be a world ahead of the people that are just buying coffee.

			

			
				Let’s face it, I can’t think of anything that depreciates any faster than a cup of coffee. You spend $5 for a cup of coffee at 10 o’clock, and by 11, 12 o’clock at the most, that is fully depreciated to where it has no value at all.

				Another thing I would encourage you to do is learn to live below your means. Learn to say No to yourself. And that’s hard to do; I know. But you have to cut out the frills and the unnecessary spending and make some sacrifices if you want to achieve financial security and financial freedom. So start hocking your future to pay for your present. That’s your financial future you’re wasting. That’s not just a cup of coffee or a pack of cigarettes. So learn to practice better habits.

				Here’s someone else that you absolutely have to understand if you want to create your own economy. You must understand money, respect money and value money. If you don’t, how can you expect to have any? Think of all the people who have won lotteries, or the high paid athletes who never understood money and never were able to handle it, and then they are rich one day and they are broke the next. You’ve got to understand money, respect money and value money and learn how to handle it.

				Here’s another question I asked the group that I spoke to last week. I said, “How many of you are getting a tax refund?” One guy raised his hand and I said, “Would you mind sharing just how much you’re getting back?” and he said $6,000. I said, “That’s a nice return. Now let me ask you a question. Would you be willing to loan me $6,000 today for one year with no interest, and I’ll pay you back and I’ll secure that $6,000 with good collateral?”

				He said, “No, No.” He wouldn’t loan it to me.

				I said, “Well, why not? You made Uncle Sam a zero interest loan for $6,000. Why wouldn’t you do it to me?”

				Then I made a suggestion to him. I said: “Well, if you’re still having that much money above what you owe deducted, why don’t you have your W2’s adjusted to where Uncle Same will only deduct what’s needed and take that $6,000. That’s $500 a month. And if you have an IRA, put that $500 a month into a Roth IRA, and then just watch it compound over the years and tell me how much better off you’ll be? Why would you want to make an interest free loan to Uncle Sam when you could put it in some income producing asset?”

				Like I said, you have to understand money. Here’s what I also suggested to him and to you. Start keeping a money chart. For the next 30 days, list every dollar you spend, what you spend it for; I mean every dime. And at the end of that 30 days, analyze and evaluate that chart and see just how much money that you spent that you didn’t need to spend, that you just wasted. Then see if you can’t take that money and put it into an investment or an IRA.

				Do the same thing for a time chart. For the next 30 days, keep a time chart. Every hour that you spend during the day, write down that you spent it for, and at the end of the 30 days, analyze it and see how much of your time was actually just wasted, piddled away. And then put that time toward your education. If you take the same amount of time that you wasted and then use that time to study some good educational material, how much better off would you be?

				See, one thing about time: You can’t recover time if you waste that like you can money. If you lose some money, you can make that back. If you waste time or you lose it, that can’t be recovered. So time is your most precious asset. Don’t waste it.

				Here’s something that people find a hard time doing: Pay yourself first. When you draw your check, put at least 10% of your take home pay into some kind of an educational or investment opportunity. You can save it until you’ve got enough to invest it. I recommend a book called The Richest Man in Babylon. If you haven’t read it, I would recommend that you get that book and read it. I think it only costs like $6, or so. It was written back in 1920-something. The author is named George Clason. The information he wrote about in 1920-something is just as current today as it was then.

				The author tells you that you should take %70 of your income to live on, take 10% and save it, invest it, spend 10% on good quality education, and the other 10% just give it away to your favorite charity or to a needy person in need of something that has hard luck in their life and needs help. Notice I said a needy deserving person. I’m not talking about the welfare bums and the people standing on the corner with a cardboard sign ‘Will work for money,’ that sort of thing; a good needy person. Because I’ve found out that I think that if you help a needy person in need with no expectations of anything in return, that’s one of the best feelings you’ll ever get. So try it. You’ll like it.

			

			
				As I said, you also have to understand debt. Debt can and is a prison, and you have to know the difference between good debt and bad debt. My interpretation is this: Good debt will put money in your pocket. That comes from maybe a tenant that is renting your house or some income producing property that’s being paid off by somebody else. Bad debt takes money out of your pocket. For instance, credit cards and automobile payments, that’s two of the worst things that this country is faced with, is credit card debt and automobile loans. If you will just pay off your credit card debt and your automobile loans and take that money and invest it in a Roth IRA or some good income producing property, you’ll find out that you will be able to create a good economy.

				Here’s another question I asked the group the other night when I was talking. I asked one fellow there, I said, “Tell me, how many people do you work for?” He named off the company he was working for, his employer. I said, “No, that’s not what I meant. How many people do you work for that you pay money to?” I asked him if he had a credit card payment every month. He said yes. I said, “Well, you’re working for the credit card company. Do you have a car payment?” He said yes. I said, “Well, you’re working for the car company or whoever financed your car. Do you rent or are you buying your house?” He said renting. “Well, you’re working for the landlord.”

				That’s what I mean when I ask people, “How many people do you work for?” What I’m really asking is, “How many people do you have to share your paycheck with every month?” If you can just get those people paid off, how much better off would you be? When you have no debt and what I call mailbox money coming in, you will have a great economy. In fact, if your house is paid off, nobody can take your house. If your car is paid off, nobody can take your car.

				Joanne and I paid off all of our debt many years ago when everything was good, and we had more money coming in than we needed or could invest in someone else. It’s just a good feeling to wake up every morning and know that you don’t owe anybody anything, and you still have mailbox money coming in from people that owe you money. Those people sending me a check every month, they are the ones that have to get out of bed and go to work and make the money to send me a check. I could stay in bed, especially on these rainy, cold days. I don’t have to get out and fight that traffic getting back and forth to a job, but there was a time when I certainly did my share of it.

				For many years, I worked two jobs thinking that was a key to financial freedom. Boy, what a dummy I was. I was a living example that we don’t know what we don’t know and a living example of how ignorance can be so expensive. Then when I started getting some education and started understanding how money works and how you can make money work for you instead of you working for money, my life changed drastically for the better.

				I’m here to tell you that I don’t care what kind of a job you have, how much money it pays, you will never be able to earn as much money as your money will earn, and you will never be able to work as hard as your money will work. So learn how to make money work for you and you can stop working for money. Give up that job. A job normally not only will not pay you enough money or provide the lifestyle you want, but one of the biggest problems with a job is that you have to get up next week and go do the same thing that you did this week; fight the traffic, take whatever somebody is willing to pay you and be happy with it.

				Now I’m going to give you several examples of actual case histories that worked well for me and will for you. These are case histories of how you can obligate other people to send you a check every month, or what I call mailbox money. And if you’ve got enough mailbox money coming in, you will have a good economy. I’m going to use real estate as one case history, notes as another one, mobile homes as another one, and hard money loans as another one.

				We’ll start with real estate, and this is an actual case history. Back in 1976, I bought a little 15-unit efficiency apartment that nobody else wanted and nobody else recognized as an opportunity. In fact, I almost missed it myself. This was in February 1976; cold, miserable weather. I called on this ad and met the seller there. The seller had bled that property dry. There were only three places rented out of the 15, and I think he had those rented by the week, like $35 a week when he could get paid. Heating and AC weren’t working. He had bled it as dry as he could and was ready to lose it in foreclosure. But it looked more like a little 14-unit motel with a two-bedroom attachment. When I first looked at it I said, “No, I don’t want this thing. It’s just a motel.”

			

			
				He convinced me to take a look at another place. I didn’t like that one, and then he wanted me to take another look at the first place. I said, “No, I’ve already looked at it. There’s no reason to look at it again.”

				He kept insisting, and it was his car and his gas, so I went back. The second time I looked at it, it was just like a big fog lifted. The first time I didn’t see the opportunity because I was looking for an opportunity with my eyes. The next time I went back, I looked at it and I saw that opportunity with my mind. And I looked at it again and I said, “Oh, my goodness. This is a cash cow just laying here waiting for somebody to take over.”

				I bought that property for $77,000, $5,000 down, assumed two mortgages, and he took a third. Within 30 days, I had them all rented out. That little 14-unit efficiency plus the two bedrooms turned out to be the best cash income producing property that I ever owned. I kept it for 16 years and sold it. I sold it because I just got burned out as a landlord, and I think probably every landlord has got some kind of a burnout button that will go off somewhere in the future. Well, mine did, so I sold 
that place.

				I paid $77,000 for it and put up 5,000 employees. Remember? I put up $5,000, which I consider 5,000 employees that I put to work in 1976. Those 5,000 employees gave me an excellent return for 16 years when I owned it. Then I sold it for $225,000 which was market; $20,000 down and I carried the financing.

				There were a couple of reasons I chose to carry the financing myself. First off, why let some bank make the interest? I carried the financing, and that enabled me to minimize my taxes by using the installment sale. And also, by not getting my hands on all that cash, I wasn’t tempted to do something stupid with it. I just liked those checks coming in, and for the next 14 years that’s what I got, a check for a little over $2,000 a month. Then, the buyer sold the property and paid me another some $140,000 in addition to all the payments he had been making.

				Let’s recap this. Back in 1976, I put 5,000 employees to work for me. I managed those employees. I watched over them, gave them good management, good care, and for 30 years they made me a good cash payment every month, plus some $140,000 at the end of 30 years. That was from 5,000 employees. That’s the way you should look at money; not as $5,000 but 5,000 employees that will return you money if you will just manage it properly and invest in the proper things.

				For those 14 years after I sold it, I got a nice check every month, but I didn’t have any management, no maintenance and no tenants. That is pretty sweet. I’m sure that buyer had plenty of problems and vacancies and all that, but it didn’t affect me. I didn’t have to get out of bed to solve any of them. That was his choice.

				He wound up selling that same property. Are you ready for this? I sold it to him for $225,000. Fourteen years later, he sold it for $685,000. Maybe I should have sweated it out a little longer and put up with those tenants; but no, I’m happy for him. He just happened to hit the market at exactly the peak. You talk about the market being at the right time, that was it. If he had waited just a few more months, he probably couldn’t have gotten that. But he sold it for $685,000, paid off everything and wound up with about a half-million dollars. You might say that in addition to all the cash flow he had during the time he owned it, he wound up with about a half-million dollars in cash after he sold it. That’s not too shabby. That’s my example with real estate.

				Now let’s get into the note business, which I think is probably as good or better than any business I know of. If you don’t know anything about notes, I would encourage you to start learning. This is a note I bought right after I got into the note business. I started selling off my properties when I got burned out and didn’t want to fool with tenants anymore, but I still wanted a check coming in, so I started studying about notes: discounted notes, how to create and sell them, that sort of thing.

				This is one of the first notes I ever bought. I ran some ads and I got a call from a man on the opposite side of the state. He and his wife had lived in Virginia Beach and sold their house and moved. After they moved, they split up and went their different ways. He called on a note that I said I’d buy notes and mortgages. He had sold that house and took a second mortgage on it. The first mortgage was a good assumable VA, a lot of equity in the house in an excellent neighborhood. At the time, they still had 148 payments left. By asking questions, I learned that he didn’t need to sell the whole note. I said, “How much money do you really need to solve your problem now?”

				He said, “I really need $7,500.”

				That gave me a lot of good information, because if I had offered to buy the entire 148 payments at one time, the discount would have had to have been so deep that I’m sure it would have scared him off. He couldn’t have stood it. So then I figured ‘He’s what I’ll do,” and I made him this offer which he took. I offered to buy the first 36 payments for $7,500. If you run the numbers, that’s a 32% yield. The payments were $329 and change. When I received those 36 payments, I would pay him another $7,500 for the next 36, the same with the next 36. And then the last number of payments left, he would get $5,000. That’s what he accepted, because that solved his problem.

			

			
				I want to point out here a very good lesson that I learned and I’ll pass it on to you. When you’re talking with people and negotiating with people, stop making comments, stop making statements and start asking questions. By asking questions, I learned that this man’s problem wasn’t deep enough that he had to sell the whole note. He could sell $7,500. That’s what he needed. He didn’t know that you could sell part of the note until I educated him on it. So by buying the note in pieces, I wound up making a 32% yield where, otherwise, I probably wouldn’t have bought the note. The note business is a great business and I encourage you to get into it and learn it; not only how to buy them, but how to create them, sell them, trade them. There are all kinds of things you can do with notes.

				Next is the mobile home business. I think I mentioned before that I was in the mobile home business for 19 years. I bought and sold and created notes on older used homes 10 to 15 to 20 years old. These are mobile homes that nobody else in my area, and in most parts of the country, would look at as a good opportunity. You take a 15 to 20 year-old mobile home, how much value does the average person (there goes that word again, ‘average’), put on a 15 to 20 year-old put on somebody else’s land? They don’t even get the lot with it; very little. But if you understand again how to recognize opportunity, then this is an excellent business. I was in the mobile home business 19 years, and it was an excellent business. It still is.

				Here is an actual mobile home I sold eight years ago to a man. I don’t remember what I paid for it, but it was a little higher priced home than I normally deal in, because at the time it was on my lot. I sold him that home and set him up on payments of $350 a month. Now, every time he’d get it paid down to where he had some equity in it, he would want me to loan him some more money. Well, I would, a couple of thousand, three thousand, amend the note and start all over. Right now, he’s paying $400 a month, and there is still over a $9,000 balance left on that mobile home.

				This is a man who is no young chicken. He’s probably late 50’s and working at a “good job” at the shipyard over 30 years. He’s got the requirements. He could retire, but he’ll never be able to retire because he’s broke all the time. He’s one of those people who never learned about money, never learned how to manage it, never acquired any financial discipline; so all he does is live from payday to payday. So I’m sure that probably as long as I’m willing to loan him money on it, he’ll keep coming to me for a loan. And right now, he’s paying $400 a month and probably will until I decide not to loan him anymore money.

				I also got into the hard money loan business. That’s an excellent business too. If you don’t know anything about that, you might want to study up on it. It just takes being careful who you do business with, but it’s been an excellent business too. I use this example because when I mentioned before how to make money work for you instead of you working for your money, I’m using a good example to emphasize that.

				We had the windows in our house replaced this past year, and it was right at $8,900 is what they cost. It so happened that a few months before that, I had made a hard money loan and it paid off just about the time that my bill for the windows came due. I wrote a check several months before that. I don’t remember the figures, but I made $9,200 profit on that one loan. So that means that I wrote a check today. Several months later, I get a check back that’s $9,200 more than what I loaned out. I took that $9,200, paid off my window bill of $8,900. So that’s what I mean when you can let money work for you.

				Let’s suppose I had been an average worker making $16-$17 an hour. If I had had a job that required me working that job to get the money to pay for those windows, it would have taken me about 13-14 weeks of work full-time on a job to pay for those windows, where I paid for it out of one loan. I wrote a check, I cashed the check, took my profit and paid for the windows.

				So there again, start learning how money works for you. Study money, study financing, study time value money, compounding of interest. If you’ll start applying some of this stuff, you will be able to create a good economy.

				Now I’m going to hit on a little mobile home park. Some of you probably read about this little park or heard me talk about it. This is my daughter Janet’s little park that she bought 16 years ago, and it’s in one of the books. I forgot which now, Deals On Wheels or Making Money with Mobile Homes. Some of you probably read. If you haven’t, you can read about it in that book. She bought this little park, a little 29-unit park 16 years ago. About a year or so ago, I got a call from her and she says, “Hey, mark this date off because I’m having a little party.”

			

			
				I said, “Oh, what’s the occasion?”

				She said, “I’m having a mortgage burning party. I’m making my last payment on that little park.”

				So she paid that park off sometime last year. Now, during the time she owned that park, she has enjoyed an excellent cash flow. Her net income before taxes is between $80,000 and $85,000 a year. This is a little small 29-unit park. Most of the homes in there are very old, but she has managed to pay that park off. Her tenants, she put in 20,000 employees. She put 20,000 employees to work in that park 16 years ago. Those employees paid that park off, and now she has an asset that’s producing $80,000 to $85,000 a year net income before taxes. And she doesn’t spend, maybe three hours a month at the most, running that park. Now, that’s more than twice the average of your yearly full-time worker in this country.

				How many of you would like a little retirement plan like that? Well, you can certainly get it. You see, that’s not the only little small park around. I’ll guarantee you that you can drive within 30 to 45 minutes or an hour from your house and you could find yourself a little park, if that’s the way you want to go. I think a mobile home park is still the nearest thing to a goldmine that I’ve ever seen.

				Speaking of just the lot rent, see, she doesn’t own any of the homes. Now, she’s eliminated all the maintenance on those homes. She sells the homes and takes the note. I don’t know how many times that she’s had somebody move, and she would wind up buying that home at a good wholesale price and then financing the sale at a retail price, and she gets the payment from the mobile home. So, I haven’t even included any income from all the resells on the mobile homes she’s done.

				If you want to get into a great business, they are buying and selling and creating notes, but the older used homes is one of the best cash producers and best returns, the lowest amount of money, the lowest risk of anything I know of. And if you want to go a step further, get yourself a little mobile home park, and then do like I did. When I had mine, I rented the lot, I sold the home. So therefore, I eliminated probably at least 95% to 98% of all the problems that you have when you’re a landlord. If a roof starts leaking, it’s not my home. They don’t call me. If their furnace dies, they get to fix it. I don’t. I’m just a lean holder, and lean holders don’t fix water heaters.

				So, there are several case histories and examples to get you to thinking. Start thinking creatively. Start recognizing opportunities, because opportunities recognize with your mind, not with your eyes.

				In closing, I want to add a few more things where I think you need to do in order to create your own economy, the kind of economy that you want. You don’t have to accept what those bozos in Washington dump on you. All they’re doing, in my opinion, with all this stimulus billions of dollars is creating welfare bums, because I’ve just never been convinced that you can solve somebody’s financial problems by giving them money or to pay them not to work. But obviously, there are so many of those politicians in Washington think that’s the answer to the economy, while all they’re doing is creating more welfare bums, in my opinion, because when you give somebody money, they’re going to just look for more money the next time.

				So I would urge you to start your educational program now and be willing to pay for your education. If you’re not willing to pay for it now, you’ll pay for it later, and you might very well be one of those people when you wind up at age 65 standing in the doorway saying, “Hi, welcome to Wal-Mart.” Or you might be saying, “Would you like fries with that?”

				Start a little, maybe a breakfast club or a lunch club where you invite some of your fellow investors or people that want to get involved in investing. Start a networking group and just have a little breakfast together. We still do that here for some of the people in our real estate group. It’s a good chance to just get kind of a few of you alone, swap ideas, go over what you’re doing, share techniques, and just make it a good little educational networking group.

				Decide what you want to do. Then find out who are the most successful people that are doing what you want to do, and then make it a point to learn from them. If you can, hang around those kinds of people. Or if they have material out, buy it. Buy their books, their CDs, or go to their seminars. The only real difference between poor people and rich people, or successful people and unsuccessful people, is education; education and action.

				Now let me ask you to do a little financial checkup on yourself. If you haven’t had a financial checkup, you need one. So put these numbers down. Let’s suppose you finished high school at age 18 and didn’t go to college. You played around for a couple of years trying to find yourself, whatever that means, and you got a real job, went to work at age 20. Let’s say you’re 40 years old, so that means you’ve been in the workforce for 20 years. Figure up what you are really worth today, your net worth. And your net worth, when you’ve paid off everything you owed, whatever you’ve got left is your net worth. And I hope you’ve got a plus sign there.

			

			
				Take the 20, which is the number of years that you’ve been working, divide it into your net worth, and then that will give you your average yearly net worth buildup. See what you think, and if it’s not like what you want, then obviously you’ve got to start doing something better.

				I’ll go over a few excuses I hear all the time. “Well, I’d like to do all this investing and some of this stuff, but I don’t have any money.” No money shouldn’t be a problem. There was a time I believed what everybody told me, “You’ve got to have money to make money.” It does not take money to make money, at least none of your money. It takes education and action. So if you don’t have any money, then be a bird dog. Go out and find deals for other investors and then get paid a finder’s fee. That’s worked real good for me. I know one man that was in the mobile home business here. He found a mobile home and he flipped it for me for $1,500. So I paid him $1,500 for a deal that turned out to be extremely well for me. Did it take money? No. He found the deal and I paid him $1, 500 for the deal.

				If you don’t have any money, then partner up with someone with money. See, there are two ways to go. If you don’t have the money, find somebody that’s got the money. You do the work, they put up the money, and you split the profits. Or, if you’ve got the money and don’t want to do the work, then find somebody that can do the work, and then you partner up with them so that they do all the work and you split the money with them.

				Again, no money? Then use something you have, like a car, boat, RV, furniture; anything that you have that you don’t need that can be used in place of money for the down payment or lease option on a property.


				



			

	





			
				Set a goal to do one deal of some kind within the next 30 days. That could be buy one house, keep it and rent it. Or you could buy one house, a fixer-upper, fix it up and then sell it or rent it. You could buy or create one note, and then you could use that note as a down payment on something. Or you could sell part of the note to recover your investment in the note. It wouldn’t require any money. You could get an option on a property, an option on a note, then sell or assign the option. You could buy, sell or rent one mobile home.

				See, there are numerous things that you can do, and I hope you will set a goal for the next 30 days that you will do one deal of some kind. If not, if you wait past 30 days, chances are you are going to slip right on back in your average lifestyle, and you’re going to wind up with a bad economy. You’ll fit the goal that all the politicians are convincing you how bad the economy is, and you’ll be convinced too.

				Learn the note business. That is a great business. Learn how to create notes, flip notes, assign notes. You can sell a partial. You remember before when I said I bought a note in pieces. You can trade this kind of note for full value. You can use notes in place of money. You can sell something and use the money to get started. You can put up a note that you’ve ordered at discount with some cash or the property to get what you want. So figure out how can you get to where you want to go and then put a plan into action.

				Buy income producing assets that will be paid off by someone else. That’s good debt. Let’s suppose that you could somehow buy five $200,000 houses and you could manage to put 10% down on each one. You took a 20-year loan. If you could do that and just manage the property, that means in 20 years you’ve got $1 million worth of property at today’s values. So it’s not hard to build up a good economy and retire rich, if you’ll just understand money, financing, time value of money, and start making an investment. But it does require a good, positive attitude. It requires you to make the right choices and it requires you to practice good habits.

				A lot of people I run across today complain about what their life has been like and I’ll say, “I tell you what. You show me the habits you practice and I’ll predict your future, because if you want to see what your future is going to be like, just look at what your past has been like; because if you don’t make any changes, then your future is going to be just like your past. Nothing is going to change unless you do.”

				If you’re not what you want to be, it’s because of your choices and your habits. And if you’re not where you want to be, it’s because of your choices and habits. So change your habits. If you’ve been practicing bad habits, change. If you have a bad attitude, change it.

				Where do we keep hearing that? “We want change. We want change.” I just hope that this present administration when we wind up with change, it doesn’t happen to be pocket change. But it’s got me worried.

				Here’s what I’d like for you to do at the end of each day. Look in the mirror, maybe about the time you’re ready to turn in for the night and go to bed. Look in the mirror and ask yourself this question: Did I do anything today that added value to my life and/or helped me reach my goals? If the answer is yes, then you’ve had a good day. If not, then start working on tomorrow. Make some changes.

				And if your economy isn’t what you want it to be, ask yourself, “If I do the same thing this year as I did last year, where will I be next year?” And if you don’t like the answer, then obviously you have to do something different. Somebody said the definition of insanity was to keep doing the same thing over and over and over and expecting different results.

				You have to ask yourself do you want instant gratification, or do you want long-term security? Each one requires a different plan. If you want long-term security, financial freedom, then obviously it’s going to take some sacrifice on your part, and you’re going to have to change your habits. On the other hand, if you choose to be poor, then all you have to do is just sit down and do nothing, or just don’t make a decision. See, no decision is really a decision to stay where you are. Poor people stay poor because they keep doing what poor people do. On the other hand, rich people get rich for the same reason. They do what rich people do.

				I have to wonder now, with the way the government is throwing billions and billions, do you notice now they don’t talk about millions anymore. And thousands, that’s a thing of the past. But they don’t even talk about millions. It’s not billions and trillions. It’s making me wonder if maybe we shouldn’t get into poverty and welfare. It seems like that’s where real money is.

				But seriously, there are all kinds of opportunities. In fact, this economy is going to produce a lot of multimillionaires within the next 5 to 10 years. These are the people that understand the economy. They understand the opportunities out there and are willing to do what it takes to take advantage of those opportunities. Or you can be that 5%, or whatever it is, that’s standing in the lines and talking about how bad the economy is. It’s your choice. But there are all kinds of businesses out there that are just fantastic.

				Finally, let me give you one of the best businesses I know of to be in. That’s a little neighborhood bar. You talk about a perfect business, people drink when they’re sad and they drink when they’re happy. So, that’s a good little business to have too, if you want to go that route. Seriously, there are many opportunities out there and some with your name on them, if you’ll go find them.

			

			
				I’ll wrap this up by encouraging you again to start your education program, get education, get off the couch and learn to recognize opportunities and take action. If you will do that, you will have a good economy. I wish you the best. Now, put some of this that I’ve shared with you into action, and I wish you all the best.

				This is Lonnie Scruggs and thanks for spending a little time with me.
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				Mobile Home Purchase Agreement
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				Mobile Home Sales Agreement
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				Credit Application
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				Lot Rental Agreement
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				About The Author

				Lonnie Scruggs was born and raised in Virginia. He has been in some type of business most of his adult life. For over 30 years he owned, rented, managed and maintained his own rental properties. After becoming a burned out landlord, he began selling off his properties and started buying discounted notes and mortgages. When it became more and more difficult to find good notes, he found a way to make his own. He discovered how to create his own “Mobile Home Money Machine” by buying, selling and financing used mobile homes.

				His two books, Deals On Wheels and Making Money With Mobile Homes, explain in complete detail his simple, unique, and proven system of how you too can create your own money machine. Lonnie shows you how to put your money to work for you, instead of you working for your money. Lonnie says you should “Never Let The Mail Carrier Pass Your House Without Leaving A Check”.

				And Lonnie’s latest book Taking The Mystery Out Of Money teaches you what the schools fail to teach you about money. It’s loaded with case histories, examples & money making ideas to help you understand money & financing & how to create money instead of working for it. This book is a MUST read for anyone who wants to achieve financial freedom.


				For information on Lonnie’s books, home study course, speaking engagements and seminars, write to:

				


				Lonnie Scruggs

				1236 Smokey Mountain Trail

				Chesapeake, VA 23320
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