


I would like to personally congratulate you on making a strategic investment in your education and committing 
to attend our upcoming “3-Day Real Estate Workshop” training. This event has been the starting point for 
many people who have gone on to become very successful real estate investors. 

A decade ago I attended my very first real estate education seminar. At the seminar my eyes were opened to a 
brand new world: a world with unlimited potential. Instantly my life path became very clear. 

First, I realized that although I had a traditional education, I still lacked a financial education. It also became 
clear that I needed to change my money mindset if I wanted to build lifelong wealth. 

I soon discovered the secret world of real estate investing and why it has historically been the #1 wealth builder 
for average, everyday people. All the pieces started coming together, and I made the decision to spend my life 
learning how to master it.  

Fast-forward 10 years later—my decision to attend the seminar proved to be life-changing. Not only have I 
become a self-made multimillionaire, but more importantly, it has allowed me to live a lifestyle I could have 
never imagined years ago. I no longer have to worry about money because I have used what I learned to create 
financial freedom for myself and for my family. 

Real estate investing has allowed me to build a business with many of my closest friends, who have made life 
more enjoyable than I could have ever imagined. Every day I wake up excited about what I do and the people I 
invest with. 

I have taken this journey and leveraged my education to get here. Now I focus much of my time teaching other 
people how to reach their personal and financial goals. Now is your time!

At FortuneBuilders, we have built a systematic approach to building wealth in real estate. We pride ourselves not 
only on teaching the principles of sound real estate investing, but also how to start and grow a successful business 
that is not dependent on you as the business owner. 

Many real estate investors’ sense of success comes from doing a deal and making a profit. From our point of 
view, this is not enough. We believe you’ve reached success when you have a world-class financial education 
and your real estate business is not only profitable, but it also gives you the time to enjoy your life and fulfill 

“Within every person exists an entrepreneur 
who just needs to be awakened. And when 

that happens…watch out, world!”
- Than Merrill
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your passions and dreams. We believe success is defined as having turnkey, systems-dependent investing 
strategies, where your business serves as a vehicle to uplift all the people it touches: the owners, employees, 
and the community. 

That being said, this will not be an easy road. There will be many challenges along the way. You will have to 
overcome many obstacles. However, if you are willing to invest in yourself, to continue to deepen your real 
estate knowledge base, and do what most people aren’t doing today for the next two to three years, you will 
be able to live a life other people only dream about. 

We have developed a proven process for helping people reach their investment and lifestyle goals. We have 
also developed a unique community of highly passionate, like-minded individuals, who are all collectively working 
together to achieve more in every area of their lives. 

My objective with this guide is to better prepare you for your upcoming workshop by giving you an overview of 
some concrete financial and real estate principles.

From this point forward, I hope that you are open to new ideas and that you are ready to look at real estate 
investing in a whole new light. The keys to self-empowerment and self-fulfillment are within your reach if you 
choose to grab them.

I look forward to hearing about your new life!  

To Your Future Success,

Than Merrill
Than Merrill – CEO FortuneBuilders

Welcome From Than Merrill
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We all have goals, dreams, and desires. We all believe 
that our lives have a greater meaning and that deep 
down we all possess special talents that, when 
unlocked, can make a difference in our lives and in 
the lives of others. 

Each of us has a vision for the quality of life that we 
desire and deserve. Yet, for many, those dreams 
become so clouded by the frustrations and routines 
of daily life that they eventually seem unreachable. 
For others, those dreams have completely disappeared 
and a new, less fulfilling reality has set in.  

My goal in writing this guide and creating The Real 
Estate Insiders Workshop is to help you restore those 
dreams, to reawaken the entrepreneur inside you, and guide you down the proven path to real estate success. 
Along the way I will challenge the way you think, as well as open your eyes to the opportunities that exist right 
now within the marketplace. I will also provide you with the knowledge, systems, and tools required to succeed. 

That being said, in order to do this, you will have to be completely open to change and be willing to step far outside 
your comfort zone. You will have to put in the effort and time over the next few years. If you are willing to fully commit 
and challenge yourself now, in the near future you will be able to enjoy a lifestyle that others only dream about. 

I will never forget the day when I realized I was truly living my dream. I was tossing the football with my business 
partner and closest friend Paul Esajian, in the middle of the iconic Lambeau Field in Green Bay, WI. That day 
I was scheduled to speak to the entire Green Bay Packers team about how to successfully invest in real estate, 
and to talk to them about life after football. I played one of my final NFL games with the Chicago Bears on that 
same field a mere ten years ago. I did not know then that my NFL playing career would come to a screeching 
halt after only two short years. I had envisioned playing for seven or eight years and creating financial security 
for myself.  I also believed that if I was willing to put in the time necessary to learn how to invest money 
strategically that I could become very wealthy. Sometimes in life we are dealt a hand we did not expect. 

At the time I had invested the majority of what I had made my first two years in football into a Mexican restaurant. 
I started the restaurant because I thought having a good entrepreneurial idea was enough to make serious 
money in a business. New business owners often refer to this moment as an entrepreneurial seizure. Well, in 
my case, it was more of an entrepreneurial fart. 

“Life is a journey—not a destination. We determine 
our destiny by the direction we take.” 

- Anonymous

Chapter 1 - 
A Real Estate Investor’s Path to Success
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After injuring my knee and being released from the 
NFL, I poured all of my entrepreneurial energy and 
everything I had into the restaurant. I was working 
twelve to fourteen-hour days and hating every second 
of it. Every week we were losing money, and I couldn’t 
figure out how to stop the bleeding, no matter how 
hard I worked or how many hours I put in. I was on the 
brink of financial ruin. 

One night I delivered a burrito to a guy who recognized 
me from college and my NFL days. I remember the 
puzzled look on his face when he said, “Than, why are 
you delivering burritos?”

There are moments in everyone’s life that have the 
power to spark massive change—moments that define 
your future and the path you ultimately choose to take. I remember walking down that guy’s dimly lit driveway and 
getting back into my car. I just sat there, pondering what my life had become, and I broke down in tears. Not 
living up to my NFL goals and then seeing my entrepreneurial dream turn into a nightmare was just too much. 

It was at that moment that I decided to get out of the restaurant business. I didn’t have a passion for it, and I 
knew I had to make a change. Not just any change, but a massive change. 

So I immediately started reading books about real estate, which was something I’d always had a passion for. I 
ended up attending my very first real estate seminar. Everything came together. Finally, the darkness in my life 
began to dissipate and I could begin to see the light at the end of the tunnel. At that seminar I met one of my 
first mentors.  A few months later, with continued education and his guidance, my business partner Paul and I 
ended up buying a few properties. Even though I was still new to the business, I realized its potential. Thus, my 
personal real estate investing journey began. 

The journey was very bumpy in the beginning.

I wish I could tell you my personal journey into real estate investing was smooth sailing after that. It was far 
from it. Shortly after Paul and I bought our first few properties, we ran into a major cashflow problem. In fact, 
the first nine months of our real estate business looked dangerously similar to my failed restaurant. 

Naively, we thought we only needed to know how to find, analyze, fund, rehab, and sell real estate to be suc-
cessful. We believed that if we understood the mechanics and how-tos of investing in real estate, that it would 
be enough. 

Unfortunately, we vastly underestimated how much more we had to learn. We didn’t realize that when you only 
understand the mechanics of real estate, all you’re really doing is buying yourself a job. Our goal was to create 
financial freedom, yet it seemed like all we were doing was running in place. We didn’t realize that you have to 
first fix your money mindset and learn the fundamental principles of how money works. We didn’t understand that 
it’s not about working harder, it’s about working smarter. We didn’t know you have to put systems in place—
otherwise you will work 10 to 20 times as hard. We weren’t aware that even when you invest on a part-time basis, 
you still have to learn how to run a business. We didn’t understand how to manage our money and get our 
money to work for us instead of us working for our money. We didn’t have a proven path to follow where we 
could leverage and roll our profits from flipping homes into other income-producing real estate investments. 
The problem is that most real estate education seminars, books, and curricula only focus on how transactions 
work—you end up trading time for money. Unfortunately, you are not going to be able to retire by just doing 
a deal or two. If you’re like most real estate investors, you started investing because you thought it would give 
you complete financial freedom—to do what you want, work on your own schedule, make the kind of money 
you deserve, and eventually retire on the fruits of your labor. 

A Real Estate Investor’s Path to Success
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Unfortunately, most investors find that stepping out of the picture is extremely difficult or impossible because 
they’ve built a business that relies too heavily on their personal involvement.

In fact, if you look around your community, you will find the overwhelming majority of real estate investors working in 
their business every day.  Sure, they may make good money, but most people want more than just money. What 
they really want is TIME - time to spend with their families, fulfill their true passions, and leave a legacy.

Luckily, there are steps you can take (no matter what stage of investing you are in) to create a valuable, automated 
business that can grow and thrive without you. This is the biggest distinguishing factor marking our journey—
from when we started to where we are now. Today, I personally buy and sell a few properties a week, yet I have 
little to no involvement in the day-to-day work. This is a major reason why so many of our students are so much 
more successful than other investors in their area. 

I want to share a few of the fundamental shifts we made over the years that allowed us to succeed. 

Shift #1: Gain intimate market knowledge so you can make decisions quickly.  

It doesn’t matter where you invest. There are opportunities in every market, in every cycle, no matter what 
happens in the local or national economy. The key is to really understand the unique aspects of your market and 
acquire local market knowledge. 

The process starts by understanding price points on the types of properties you will be acquiring. Your intimate 
market knowledge will also be a competitive advantage in your investing because you will be able to spot 
opportunities other investors don’t. You will also be able to move faster than your competitors because you will 
be able to recognize good deals faster. 

My partners and I lost quite a few good deals in our first year of business to other investors who had superior 
market knowledge. Often a property would hit the market or the seller would contact us looking for an offer.  
We were too slow in our analysis and ended up losing the deal. So we decided we needed to get dialed into 
what was happening in our market. 

The first step is to understand price points of the property types you are focusing on by area. For example, if you 
are focused on median-priced homes it would be a good idea to get a huge map of the area, put it on your 
wall, and then start sectioning off areas based on common price points.  You may find one neighborhood where 
houses generally sell for $200,000 to $250,000. But in another development up the hill, houses sell for $300,000 
to $400,000. This map will give you a good feel for not only your area, but for the sale prices within smaller 
sections of town. 

The next thing you should do is to pick up a local zoning map for the areas where you plan on buying property. 
You will discover that there are many opportunities based on what area the property is located in and what the 
zoning laws are for that type of property. Let’s say you are considering buying a duplex, and you find out that 
the area is zoned for residential and commercial properties. You could potentially turn that duplex into an office 
space and rent it out for a higher amount. I would advise you to attend a few planning and zoning meetings in 
your area because you will learn a lot about new developments being planned and the process in general.

You also have to learn how to appraise properties properly. You will make your money when you buy property 
at a discount, so you must know exactly how to pull market comparables and you must have access to the 
Multiple Listing Service. At the workshop, we will share a few recent case studies with you and explain how to 
get access to the MLS even if you aren’t a licensed real estate agent or broker. 

The bottom line is that having a decent level of market knowledge is important. However, what’s more important 
is your ability to make a decision quickly, even when you don’t have all the information. The investors who can 
make decisions quickly always get the best deals and make the most money. They are able to act in spite of 
fear because they know good opportunities never last. If you are the type who must dot every i and cross every 
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t before making a decision, you will miss out on a lot 
of deals. People who procrastinate in business usually 
don’t trust themselves or their abilities, so they believe 
they have to know everything in advance, which is 
virtually impossible in real estate. They tell themselves, 
“I’m not pulling the trigger until I’ve identified every 
possible problem and know exactly what to do about 
it.” Unfortunately, if you have this mindset, it will not 
serve you well in real estate—you will always be sitting 
in the stands. 

Successful investors, on the other hand, look at the 
decision-making process in a very different way. They 
know that as long as they have invested in their 
education, they will learn more by getting in the 
game and analyzing their performance later than they 
will ever learn from sitting in the stands. They trust 
that once they invest in a property, they will make intelligent decisions in the present moment, make corrections, 
and make the proper adjustments to propel them forward. 

Shift #2: Focus on a niche or property type within your market. 

During our first year in the business, we evaluated and made offers on all types of properties without focusing 
on any particular property type. In our second year, we made a fundamental shift and decided to specialize. It 
proved to be a very profitable decision. It allowed us to focus, grow, and scale rather than jump around from 
one type of property to another. It also made it easier to automate our business and remove ourselves because 
we could train other team members in one or two areas rather than ten. 

Early on we decided to specialize in rehabbing single-family and multi-family properties that needed extensive 
work and were in median income areas. We found that there was a lot less competition among our competitors 
for the bigger rehab projects. Most of the investors in our area wanted to buy, fix, and sell properties that 
required less than $30,000 in work, so we focused on the bigger projects. We were also able to pick up these 
larger projects at much deeper discounts, so our average profit per deal was much higher than our competitors’.

Our choice to specialize in larger rehab projects meant that each project was going to take longer and require 
more capital. It was also going to require a deeper understanding of the construction process; however, we 
knew that after we mastered this niche of the market, we were going to have a competitive advantage over 
other investors. We would feel comfortable taking on increasingly bigger and more profitable development 
projects. We also discovered that our superior knowledge of construction would enable us to get rehab projects 
completed faster and cheaper than our competitors could. We quickly became the largest residential 
redevelopment company in the entire state because of that decision. 
 
I strongly encourage you to specialize in one area first rather than deal with all property types. At the workshop, 
we will share what we feel are some of the most profitable niches in the market right now. We will also show 
you actual case studies of students we’ve coached who decided to specialize, and how their businesses grew 
by leaps and bounds. We will discuss the factors involved to help you make this decision. We will look at the 
local market and your desired lifestyle to help guide you.

Whatever you do, don’t make a decision or start making offers before you get to the workshop unless you 
already have a proven track record in the business. We want you to start with the right information. If you try to 
invest in all sectors, or the wrong sectors of real estate, the odds may end up working against you. 

A Real Estate Investor’s Path to Success
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Shift #3: Learn how to raise money from private moneylenders.

It goes without saying that having access to capital for your real estate deals, your operating capital, and your 
education are very important. What’s more important, and probably a relief for many new investors, is that it 
doesn’t have to be your own money. 

In fact, when you learn how to raise money, you can borrow millions of dollars for your deals regardless of your 
current financials or credit score. At the workshop we will teach you how to raise capital from private 
moneylenders, who will most likely end up being your best and most consistent source of money for your 
future real estate deals. 

Private lenders are individuals who loan their money to fund real estate deals in exchange for a fixed rate of 
interest on their money. These lenders could be friends, family, or anyone in your community who has money 
and is looking for a good rate of return. Essentially, private lenders take the place of a bank and fund the pur-
chase and construction of the properties you buy. 

Typically, private moneylenders will want between 6 
to 12 percent interest on their money. In exchange 
for lending you the money for the deal, you will give 
them a promissory note and a mortgage or deed of 
trust on the property. Likewise, they will be named in 
the insurance policy in case something happens to 
the property while you own it. Finally, some private 
lenders will want you to personally guarantee the 
loan—meaning the loan is secured by your own house 
or other assets— but everything is negotiable. 

Early on, my partners and I realized that having 
relationships with private lenders would give us an 
advantage over competitors who had not taken the 
time to develop those relationships. They not only 
gave us the confidence to make more offers and do 
more deals—they also insulated us from a lot of risk, 
because the access to additional funds gave our 
business more liquidity. 

By utilizing private lenders, we could also borrow at lower interest rates with even more flexible terms than 
other investors in the area. This gave us a significant advantage because we didn’t have to spend a lot of time 
jumping through hoops trying to qualify for loans with banks or other non-traditional lenders—and risk losing 
deals in the process. Essentially, private lenders gave us more flexibility when making offers. Over the years, as 
we have built cash reserves, we have also found private lending to be a great way to keep earning high rates of 
return from the profits on the deals we’ve flipped. Instead of letting our money sit in the bank at dismal interest 
rates, we’ve learned how to lend our money for much higher rates of return. At the workshop we go into much 
greater detail about how private money lending works. 

Shift #4: Develop systems.

Years ago, after my partners and I completed our first few deals, we decided we wanted to start growing our 
business. Many of you reading this book will go through this same thought process. We knew that in order to 
become more profitable we had to become more efficient with our time. We knew we had to create systems in 
order to shrink the average time it took to complete every investment deal.

To accomplish this, we deconstructed a few of our past transactions and looked for more efficient ways to 
manage each step. If a checklist was needed, we created it; if a mind map (visual outline) was needed to 
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organize information, we developed it; and if technology 
would save time, we implemented it. We also created 
positions to handle different aspects of the business 
so that we could begin to remove ourselves from 
much of the day-to-day work. 

We created detailed standard operating procedures 
that we have continued to use and tweak to this day. 
At the workshop, we will show you many of the systems 
we use.

Shift #5: Hire talented team members if 
you want to grow. 

As our real estate business became more streamlined 
through the systems and technology we created and 
implemented, our appetite for growth continued. We knew that the only way to grow further was to hire talent-
ed team members to replace ourselves. We had the confidence to do this because we had developed detailed 
systems and standard operating procedures that other people could follow, even with limited experience. Now 
it was just a matter of interviewing, hiring, and training the most talented people we could find. It is such an 
important topic that we have devoted a whole chapter to the details of this process.

If you truly want to grow a real estate business, it will require you to learn more than how to buy and sell real 
estate deals. First, you have to use your personal time working in the business as strategically as possible. 
Second, you must spend ample time educating yourself on running a business, and learning financial management. 
Finally, you will have to learn how to hire and manage talented people effectively, which we will discuss later in 
this guide.  

Shift #6: Create additional income streams.

Early on, I realized that there are multiple income streams that can be developed outside of just acquiring and 
selling properties. Many people you come in contact with in the daily course of real estate investing will never 
sell to you or buy a property from you. However, you can absolutely influence them and provide other real 
estate-related products and services through a network of affiliate relationships that you can develop. Affiliate 
relationships involve at least two people or organizations that promote the same product or service. 

For example, let’s say you are a personal trainer with a website promoting your fitness services. Your 
colleague has a book about diet and exercise that she wants to sell via your website. For every book that’s 
sold through your website, she’s willing to give you 30 percent of the cover price. 

Commissions or referral fees tend to range from 10 to 50 percent. As you can imagine, affiliate relationships 
can generate a lot of income for you and your business. In fact, in our second year of investing, we covered 
our marketing and overhead costs simply by referring people we met and formed relationships with to those 
selling real estate-related services and products. 

We earned referral commissions from tons of sellers who weren’t motivated enough to sell their property at a 
discount, but were still very realistic about the price. We now refer those leads to our own real estate brokerage 
and the agents who work under us. Likewise, we have referred and continue to refer buyers to hard moneylenders, 
credit repair companies, home warranty companies, etc., and have made a lot of money over the years. 

A Real Estate Investor’s Path to Success
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Shift #7: Reinvest the profits you make from flipping into a  
longer-term rental portfolio. 

Over the years, my business partners and I made a strategic choice to also build our rental property portfolio 
to take advantage of the many long-term benefits of owning real estate. To this day, we continue to build our 
rental portfolio. We have financed the majority of our acquisitions using the profits from the properties we flip. 

When we started out, our goal was to use this monthly 
passive cashflow to take care of our living expenses 
and office overhead. We have also benefited from 
significant tax advantages, mortgage principal  
reduction, and long-term appreciation.

We currently target properties we can buy with equity, 
that have a 18 percent or greater cash-on-cash return, 
and are in strong markets, where we have a great 
property management team.  

 I can’t stress enough the importance of taking the 
same approach with your real estate business. As your 
monthly cashflow grows, your business will become 
more sustainable and predictable because you can 
begin to rely on that cashflow to make sound business decisions. Your cashflow also makes you more attractive 
to banks and lenders when you are looking for bank lines of credit and financing for your other property 
acquisitions. Banks prefer predictability and prefer to lend to investors who not only flip, but who have also 
created consistent monthly cashflow. 

More importantly, you will have more peace of mind when you are vacationing with your family in Bermuda and 
the money is still rolling in. Cheers to that!

Shift #8: Remove yourself from the business. 

The last key lesson I would like to share is how my business partners and I strategically began removing ourselves 
from different parts of our business. Ultimately, the goal of this book is to show you how to strategically build 
your real estate business so you can eventually remove yourself from it. 

Our approach was systematic, but it was not an overnight process. First, you have to master your craft in each 
department of your business yourself: sales, marketing, operations, rehab, financing and so on, to gain a deep 
enough understanding of how the business works. At the same time, you’ll design systems to make the time 
you spend in the business as efficient as possible. Then, you’ll create standard operating and training procedures, 
so you can train someone to replace you in the different divisions of the business.       

My partners and I made a goal to meet every quarter to review not only our personal performance, but also 
the systems we were developing to begin the removal process. Every quarter, beginning in our second year, 
we made it a goal to either hire someone to replace one of us, or expand one of our employees’ roles and 
responsibilities so he or she could take over a new area of the business. It was a difficult but very rewarding 
process. We learned how to achieve our goals, while at the same time helping other people to achieve theirs.

A Real Estate Investor’s Path to Success
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Wrapping it Up

Looking back, all these lessons played a vital role 
in our personal journeys to financial freedom. Each 
lesson was a fundamental shift in the way we invested 
and ultimately each one played a role in how we were 
able to free ourselves from the drudgery of work that 
plagues most real estate investors. The great thing is 
that you can model how we invest and leverage the 
systems we have already created. 

There is no need to reinvent the wheel when it comes 
to starting up and growing a real estate business. 

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 

A Real Estate Investor’s Path to Success

“I just wanted to take a moment to share with 
you our first success story since becoming a 
FortuneBuilders coaching student. My sister, my 
mom and I decided to pursue a dream of investing 
in real estate full-time over the summer. With 
little money and no experience in the industry, we 
looked to FortuneBuilders to help us get a firm 
grasp on what was working right now. We are now 
doing multiple deals a month, and we are loving 
life working together. We have closed some very 
big deals and are doing very, very well right now. 
We couldn’t be more excited about our experience 
with FortuneBuilders and your coaching!”

Chad, Carie, and Diana  Tate / Charlotte, NC

Student Success Story  
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Through years of coaching real estate investors, I have 
discovered that some people have a seriously flawed 
view when it comes to money. Some concepts are 
more philosophical in nature and are reflections of the 
values taught to us by our parents and close family 
members. Other money concepts are specific to the 
real estate industry and to running a business.  

No matter how successful you become, at some level 
you are affected by your money mindset and past 
conditioning. I did not start out thinking or acting 
like a successful investor. I thought I only needed to 
understand the how-tos of the real estate business in 
order to make money and build wealth. Unfortunately, 
that wasn’t enough. My real estate business didn’t 
take off until I started modeling my mindset, thought 
processes, and decisions after other wealthy investors. 

As a result of my own experience and my studies of other successful investors, I have come to realize that 
everything starts and ends in the mind. That’s why I believe it’s essential to discuss in detail exactly how 
successful investors think before we dive into the mechanics and how-tos of investing in real estate. 

More specifically, we will look at how your inner thinking may be affecting your ability to build long-term 
sustainable wealth. Once you start consciously recognizing these limiting beliefs (many of which are 
programmed from your past), then you can begin taking steps to correct them. By helping to raise your 
consciousness, you will be empowered to make better decisions in the present.

We will start by analyzing some of the differences between how wealthy, middle-class, and poor people think 
about money. These are only concepts; they are in no way an insult to anyone facing financial challenges. I 
absolutely do not believe that wealthy people are better than poor people. This chapter will merely be discussing 
how a person’s thinking and how a person’s mentality can affect his or her financial status and outcome. 

So let’s take a deeper look at how wealthy people think and act with their money. 

“Our only limitations are those we 
set up in our own minds.” 

- Napoleon Hill

Chapter 2 - 
The Twelve Commandments of 

How Wealthy People Think

The Twelve Commandments of How Wealthy People Think
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The 12 Commandments of How Wealthy People Think 

Commandment #1: Wealthy people have a growth mindset, not a fixed mindset. 

Years ago I read a fascinating article written by Carol 
Dweck, a professor of psychology at Stanford University. 
Professor Dweck spent three decades researching 
why some people achieved their potential while other 
equally talented people did not. Essentially, she came 
to the conclusion that success often boils down to 
whether or not you believe your intelligence level is 
fixed or if it is something that can be improved upon.  

Wealthy and successful people believe that intelligence 
is something that must be developed. They believe 
the brain is very much like a muscle that can grow 
stronger with use. Their belief leads to an innate 
desire to constantly grow and improve.

Wealthy and successful people also love a good challenge, where they’re allowed the chance to gain valuable 
skills and insights into their businesses. When obstacles and setbacks come their way, they are less concerned 
about their self-image and how other people view them. They are more open to learning from other people’s 
feedback because they are less likely to take it personally. Growth-oriented people are willing to embrace and 
learn from the success and failures of others around them. 

As a result, people with a growth mindset reach higher levels of achievement and are rewarded for their efforts. 
Therefore, wealthy people constantly improve because they create numerous positive feedback loops that 
encourage them to keep learning and improving. 

On the other hand, people who struggle financially tend to have a fixed mindset. They often believe they are 
struggling financially because “that’s just the way it is.” This doesn’t mean people with a fixed mindset don’t 
have a desire for a positive self-image. They too want to perform well and be admired by others. The difference is 
that people with a fixed mindset are more likely to avoid challenges rather than take them head-on. So rather 
than risk failing, they would rather just not try. As we all know, if you keep doing the same thing over and over 
again, you will end up with the same result every time. 

People with a fixed mindset are also less likely to 
benefit from constructive feedback. They generally view 
constructive feedback as a personal attack against 
them rather than something they can learn from. As a 
result, people who want to help someone succeed are 
discouraged from giving any constructive criticism, 
and that creates further isolation. 

Too many people who begin employment at the 
bottom never manage to lift their heads high enough 
to see the opportunity above. Thus they remain at the 
bottom. This outlook from the bottom is never very 

bright or encouraging. Often people begin to accept the rut they are in as fate and begin to form negative 
habits that only continue to hold them back. They view the success of others as a threat and prefer to bring 
other successful people down. 
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As a result, financially challenged people never reach their full potential. Instead of improving, they create 
negative feedback loops that discourage them from learning, improving, and living life to its fullest. 

The good news is that someone with a fixed mindset can learn to change his or her viewpoint with the 
proper mentoring and make dramatic strides in performance. My first step in coaching students with a 
fixed mindset is to make them aware of the problem with their belief system. Then, through a series of 
educational steps and positive reinforcement, I show how the brain, like a muscle, can be exercised to 
improve performance. When someone with a fixed mindset sees improvement and is rewarded for it, that 
person will begin to show more motivation and put forth more effort. This creates a positive feedback loop 
that will change his or her mindset. 

Commandment #2: Wealthy people believe specific knowledge is the way to 
wealth as opposed to formal education. 

I believe there are two kinds of knowledge. One is general, and the other is specialized and specific to an 
industry or a niche within an industry. General knowledge, no matter how great the quantity, is of less use 
when it comes to making money in real estate, or any industry for that matter.  On the other hand, gaining 
specific knowledge and organizing it with a specific plan of action is how most rich people acquire assets 
and build their wealth. 

I have experienced this concept firsthand. I personally invested over $120,000 to attend and graduate from 
a top university, yet it did very little to prepare me to succeed in business. I found this out the hard way 
when I started (and failed at) my first business. 

In my opinion, the current traditional education system could do a lot more to prepare us financially. In college, 
I took history, political science, and art classes, which expanded my mind. But they were of little use when 
it came to investing and running a business. I had some of the most brilliant professors in the country, yet I 
learned significantly more about business and financial matters from my first few bosses and mentors who 
ran their own businesses. I believe college teaches you to think, write, organize, and debate, which is of 
value. However, one reason college degrees do not thoroughly prepare you for success in the real world is 
because they often represent miscellaneous general knowledge. 

A burning desire to accumulate specific knowledge within an industry, when coupled with a detailed plan 
of action and a mentor who can provide feedback, is how most wealthy people succeed.  

In most professions, there are established career paths provided through the traditional educational 
process. For example, if you want to become a nurse and work for someone else, there is a distinct path for 
that career. 

For people who want to pursue real estate investing, there is no traditional career path. So, much of your 
success is based upon your desire to self-educate, surround yourself with other successful investors, and to 
seek out mentors within the industry. 

A century ago, if you desired a specific career, you would apprentice with someone who had years of experience 
and a proven track record of success. This is an area of distinct difference between wealthy investors and 
those who struggle. Wealthy investors realize their probability of success is much higher when they mentor 
with someone. Investors who struggle and who are financially challenged believe they can figure it out on 
their own. Unfortunately, the risk is particularly high in the real estate business, so those investors who go it 
alone are usually the ones who end up losing money and getting out of the industry. 

Many poor people may not be willing to put in the consistent effort required to mentor with someone. As 
a society we have unfortunately developed an instant gratification mentality that plagues many people’s 
chances of financial success. 
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The fact of the matter is that most successful investors acquire knowledge through books, seminars, training, and 
specific coaching programs designed to provide them with the necessary tools and give them a specific path 
to follow.

Because there is no traditional career track, the only way to apprentice is to find a mentor with a proven track 
record of success who can guide you. Wealthy people understand this, and they seek out mentors who can 
help them grow their real estate business. Poor people, however, may scoff at the idea of educating themselves.  

Commandment #3: Wealthy people get their money to work for them instead of 
trading time for money. 

Right now in the United States and Canada, middle class 
families with incomes between $40,000 and $200,000 a year are 
shrinking at an alarming rate. As the income gap between the 
wealthy and the middle class becomes increasingly pronounced, 
it highlights the inequality between those who have achieved 
financial prosperity and those who find themselves caught in 
the proverbial rat race. In fact, those who are members of the 
dwindling middle class are finding that wages have stagnated 
and they feel that their chances of reaching greater financial 
prosperity are more difficult. 

Upward mobility, or the ability to move up the economic 
ladder, is the promise that lies at the heart of the American 
dream. Unfortunately, merely maintaining one’s financial status is 
becoming increasingly difficult—unless you learn how to invest 
and get your money to work for you. 

Wealthy people understand that there are several ways to 
achieve upward mobility, and that the probability of success is 
greatly enhanced by creating investment income. Investment 
income is beyond the income provided by a typical job. In fact, 
the main distinguishing factor of high-net-worth individuals is 
their ability to derive income from their wealth rather than from work. In other words, wealthy people continue to 
build wealth regardless of the number of hours they work. Their wealth continues to grow, regardless of whether 
they are working, on vacation, or sleeping. 

When you examine extremely wealthy people, you will realize the higher their net worth, the higher their 
proportion of income derived from assets rather than work. In fact, it is difficult to have a large and sustainable 
income without getting a large part of that income from investment assets. Of course the majority of all 
investment income is derived from real estate assets.

Wealthy people also realize that being a hard worker is important, but working hard alone will never make you 
wealthy. There are millions of people around the world who work extremely hard every day, yet never seem to 
get ahead financially. The key is to get educated, learn how to work smarter, and then acquire assets. Even if 
you have a relatively high-paying job, your ability to continue to generate a high income is not sustainable over 
the long term unless you learn how to acquire income-producing assets. 

Unfortunately, no matter what your profession is, you are probably trading your time for money. The problem 
with trading time for money is that your time is limited, which places a ceiling on your income. Even highly 
compensated professionals end up trading their time for money. If you look at lawyers, accountants and 
most medical professionals who are in professional service industries, they all trade time for money. That’s 
why most (unless they are partners in a large firm) make a moderate living at best. There is nothing wrong with 
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being in a field where you trade time for money. Just don’t expect to build wealth anytime soon. (Unless you 
figure out a way to duplicate yourself, get people to work for you, or acquire assets.)  

If you want the quickest road to wealth, you will have to start out trading time for money; however, you will 
want to take a different approach than most poor and middle class people. Poor people are fearful of investing 
and would rather get paid an hourly wage or a salary. They need the security of knowing exactly what they will 
be making each week. This security comes with a very high price tag—and the cost is wealth.  

On the other hand, middle class and wealthy people who want to build wealth start out on a very different 
path. If they take a job, they prefer to be paid on commission or a percentage of revenue. They know being 
paid on their results allows them to earn significantly more. Some, rather than taking a job, start a business or 
invest in real estate. Instead of earning a commission or a percentage of revenue, they are now earning profits. 
These commissions, revenues, and profits are all classified as earned or active income. (At this time in their 
lives they are still trading their time for their income. )

Unfortunately, many people get stuck at this point in wealth-building and never make it out. Real estate agents 
and investors who are always in desperate need of their next deal are examples of people who are stuck in 
the active income wealth-building phase. Many, even though they work for themselves, are not wealthy by any 
stretch of the imagination. 

The key factor that distinguishes the middle class from the wealthy is whether or not they convert a large 
percentage of their active income into passive income and interest or portfolio income. 

Passive income, for a lot of real estate investors, is derived from rental real estate assets. We help the investors we 
coach build up monthly passive income so it is greater than their cost of living. This gives them the option of 
leaving their job so they can focus all of their time on investing. When you reallocate your time to a higher and 
better use of it, it allows you to earn increasingly greater amounts of active income from the deals you flip.  

As you continue acquiring passive income-producing assets, the consistent monthly cash flow allows you to 
take advantage of appreciation cycles as opposed to being forced to sell properties at inopportune times. 
More importantly, it allows you to spend more time with your family because you’ve taken the first steps towards 
escaping the rat race. 

As you continue to earn greater amounts of both active and passive income, you can take the final step to 
building wealth—when you convert both of these sources of income into interest and portfolio income. 
Portfolio income is earned interest income from your real estate investments in the form of private or hard 
money loans that you make. It can also come from the interest you earn purchasing tax liens. It can come from 
dividends or capital gains from the sale of stocks, bonds, and businesses that you own. 

Portfolio income is what will allow you to retire early and enjoy life’s finer pleasures. It will be what allows you to 
leave a legacy and help others from a position of financial strength as opposed to weakness. 

Commandment #4: Wealthy people influence their friends and family in positive ways 
and bring them along for the journey. 

Wealthy investors understand that their success is very much dependent on the quality of their team. Wealthy 
people constantly seek to surround themselves with intelligent, positive, and supportive people who have 
similar goals. This built-in support system helps investors through the obstacles and roadblocks they inevitably 
encounter along the road to wealth. 

In contrast, poor people generally lack a defined support system. They often have many negative people in 
their lives who influence them in detrimental ways. When they hear about a friend trying to better his or her life 
through education and real estate investing, they will be quick to judge, criticize, and mock his or her efforts. 
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They will say, “You’re crazy; there are too many risks,” 
and be quick to point out all the ways you could fail. 
How many of you have friends or family members who 
do this?

This happens more than most of us would like to 
admit. Sometimes family members discourage you 
because they truly believe they are protecting you. 
Unfortunately, by trying to protect you, what they are 
really doing is holding you down. They don’t want to 
see you get hurt, but the irony is that in their quest to 
make sure you don’t have problems, they ensure you 
have the biggest problem of all... financial problems. 

Your spouse or family members may not understand 
that in order to succeed, you have to be willing to fail 

many times. They don’t understand that through this process of overcoming obstacles, you gain the insight 
and knowledge in investing and running a business successfully. Because you are willing to take risks and learn 
from your mistakes, you end up living a life most people only dream about.  

I regularly meet people who attend our seminars, wanting to improve their lives by learning how to invest in 
real estate, yet they have a spouse or family member(s) who are not supportive of their goals. Unfortunately, 
when you have other people in your life who are not in alignment with your goals, it can drag you down. The 
best way to handle this is to influence them by taking the time to communicate exactly what you are trying to 
achieve for the family as a whole.  It’s very important to include them in this plan and make the dream as much 
about them as it is about you. If you properly plan the conversation, you’ll find they’re much more open to the 
opportunities in investing.  

I would HIGHLY encourage you to expose your spouse and/or family to basic real estate investing principles. 
Even if they don’t have any passion for the business, with a little exposure, they will have a better understanding 
of how real estate investing can help your family financially. They will also begin to develop a respect for your 
time and commitment to improve yourself by learning the business.

I strongly advise you to bring your spouse, business partner, or family member as your guest to our upcoming 
three-day workshop. It is absolutely worth the investment of their time, even if they have to take a few days 
off from work. If you are truly committed to building wealth, it will be much easier when they support your real 
estate investments.  

If you don’t take the time to expose them to what you are trying to achieve, they can be a serious anchor holding 
you down, and can lessen your ability to build wealth and improve your family’s financial future.    

Of course, there are some people who are so extremely negative that no matter how much you try to influence 
them, they will never come around to your way of thinking. You know who they are, because they are the ones 
constantly dragging you down. Many people do this because they are too afraid to venture out themselves, 
and they don’t want to see anyone else succeed. If that is what you face, you will need to make a decision 
about how you want to live the rest of your life. Don’t rush into a decision, but at some point you’ll discover 
that the mental and financial cost of negative people is simply too great.   

Wealthy people ultimately feel it is their duty to positively influence others and help them understand how 
wealthy people think. In fact, I would highly encourage you to have your spouse, business partner, and/or family 
read this part of the guide so that you can discuss some of the key concepts here. You will likely find that you 
and your loved ones have already adopted some of these principals naturally. Other principals may be foreign 
to you. They are worth discussing and working on together.  
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Commandment #5: Wealthy people 
understand that the educational process 
is a journey, not a destination. 

Wealthy people in all industries never stop acquiring 
specialized knowledge related to their business or 
their profession. Poor people, on the other hand, 
usually make the mistake of believing that the learning 
process ends when they finish school or receive their 
degree. 

Any person who stops learning merely because he 
or she has finished school is hopelessly doomed to 
mediocrity, no matter what industry or investment 
path he or she pursues. Rich people understand that 
the educational process never stops. It’s very much 
like working out. You can’t expect to spend a week in the gym and be fit for life. Obviously, it would be absurd 
to think that way. Still, a lot of people think that they only need to read a book or attend a class to get all the 
information they will need to be successful in real estate. Unfortunately, these are the same people who usually 
end up getting hurt in the real estate market. If you think the educational process is expensive, try ignorance. 

All wealthy people willingly invest in their education. First, they realize that if they have no skin in the game, 
they will lack the self-discipline to follow through. Second, they also realize that if the education is offered at no 
cost, the value and organization of the material would be abysmal at best. Wealthy people seek out the most 
qualified instructors, the best tools, and the best paths for learning. 

In contrast, many poor people think they can acquire their knowledge from free sources online. Let me ask you 
this: If you were having open heart surgery, would you want your doctor to have received his education through a 
series of YouTube videos? Yet many people believe this is how they are going to reach their financial goals. 

Think about it this way: do you believe your kids would get a better education if they had to pay to go to 
school? Do you think the money paid would provide better programs, higher quality teachers, and superior 
technology? That is why many private schools have superior programs in comparison to most public school 
systems. It is also why private school students are generally more successful as a whole than public school students. 

I have yet to see a student get into Harvard from reading blog articles and watching YouTube videos. However, 
this is the exact “plan” a lot of people have for how they are going to improve one of the most important areas 
of their lives: their finances. 

My partners and I realized years ago that knowledge accumulation is an ongoing process. The market is always 
changing, there is constant new legislation, technology evolves rapidly, and new opportunities always present 
themselves. We make a commitment to spend a few hours each week educating ourselves about our 
profession—and we continue to do it to this day.  Looking back, it is one of the best commitments we made 
early on in our careers.  

Commandment #6: Wealthy people build a mastermind group of people who are 
wealthier and more intelligent than they are. 

It’s ironic that many people who have children are adamant about who their children associate with, yet many 
don’t take their own advice when it comes to their own friends and associates.  As the old saying goes, if you 
hang out with dogs, you catch fleas. If you choose to spend time with pessimistic and lazy people, you will never 
rise above their level.  
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Wealthy people, on the other hand, tend to associate with people who are financially as successful or more 
successful than they are. In effect, they create a brain trust of people who help them succeed at increasingly 
higher levels. 

Wealthy people understand it’s impossible for one individual to know it all. They understand the power of 
leveraging other highly intelligent and wealthy people within their mastermind group.  They can get advice on 
how to efficiently organize each person’s knowledge into a specific plan of action. To a wealthy individual, it does 
not matter if knowledge comes from his or her own mind or the mind of others, as long as they can get the 
information quickly. 

In fact, it has often been stated that Andrew Carnegie, 
who founded the Carnegie Steel Company and was 
one of the wealthiest men of his time, knew very little 
about the technical end of the steel business. However, 
he found the specialized knowledge required to 
manufacture and market the steel within the mastermind 
group of approximately 50 people he assembled for 
the purpose of building his company. He attributed his 
entire fortune to the power he accumulated through 
his mastermind group. 

If you study other successful entrepreneurs who have 
accumulated great fortunes, you will find that they 
have either consciously or unconsciously employed 
the mastermind principle. 

It’s very simple when you think about it. A group of people who are connected by similar goals in the spirit of 
progress and growth will provide more insight and thought energy than a single brain. When you gather together 
with others to throw around ideas, discuss and debate, and receive feedback and inspiration, you begin to foster 
new ideas while refining your old ones. When you hang around with other ambitious, like-minded people who 
are going places, you will find yourself striving to accomplish more yourself. 

I like to call this “the power of collective genius.” In fact, one of the reasons I established a real estate coaching 
program was so that I could assemble a mastermind group my business partners and I could benefit from. We 
have tapped into this resource hundreds of times for ideas, answers, and encouragement within our own business. 
The results have been nothing short of amazing for all members of the coaching group. 

Every day, students within our coaching mastermind group share best practices and what is working within their 
businesses. Numerous students have gotten funding from individuals within the group. Students have also 
worked together on bigger deals as well as bought and sold deals to each other. It is truly remarkable when 
you have a mastermind group set up that you can leverage. 

Commandment #7: Wealthy people believe they are in total control of their destiny 
as opposed to their destiny being predetermined. 

Wealthy people believe they are in total control of their own destiny and that anything can be achieved with 
the proper choices, education, systems, and work ethic. Essentially, they believe they are in the driver’s seat of 
their life and that they “make life happen.”

On the other hand, poor people often believe their lives happen to them, as if their destiny has already been 
predetermined for them. You see this a lot in society. 

In the 1950s a famous psychologist, Julian Rotter, came up with a concept he called the “Locus of Control.” 
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The Locus of Control refers to an individual’s perception about the underlying main causes of events in his or 
her life. Simply put, do you believe that your destiny is controlled by your internal efforts, thoughts, and decisions, 
or by external forces such as fate, luck, or powerful forces? In giving it this name, Rotter bridged behavioral and 
cognitive psychology. Rotter’s view was that behavior is largely guided by rewards and punishments and that 
individuals come to hold beliefs about what causes their actions based on these contingencies. These beliefs, 
in turn, guide what kinds of attitudes and behaviors people adopt.  

Essentially, Rotter investigated how people’s behaviors and attitudes affected the outcome of their lives. He 
also believed the orientation you choose has a direct bearing on your long-term success. 

The Locus of Control describes the degree to which people perceive that outcomes result from their own 
behaviors, or from forces external to themselves. Thus, the Locus of Control can be conceptualized by referring 
to a unidimensional continuum, ranging from external to internal: Wealthy people tend to be very high on the 
internal locus of control spectrum. They believe in their own ability to control themselves, while at the same 
time positively influencing the world around them. They see that their future is in their own hands and understand 
their efforts, actions, and choices are what lead to success or failure. People with a high internal locus of control 
tend to work harder and persevere in order to get what they want. 

On the other hand, people who are financially challenged tend to be on the other end of the locus of control 
spectrum. Poor people usually believe external circumstances are what determine their destiny. If you no longer 
take full responsibility for your actions, it becomes very easy to point the finger at others instead of looking 
internally. Poor people will often blame their parents, the economy, the real estate market, their employer, or 
the line of business they’re in. It always seems to be someone else’s fault. 

If they aren’t blaming others, often they are justifying their financial situation somehow. You will hear this when 
someone says, “Money’s not that important.” Or, “If I have enough money to pay the bills, I will be fine.” The 
reality is that this justification simply isn’t true. Money is important. It provides tremendous opportunities for 
you, your family, and the people you care about. Money can be used to help people and causes that are nearest 
to your heart and provide you with a sense of tremendous fulfillment and purpose. Money can provide you 
tremendous education that you can use to change the world in some way. Money is important and learning 
how to make and manage it well is your responsibility. 

The key to your own personal development is to understand your natural tendencies and then adapt them to 
the situations you face. Pay attention to how you communicate with yourself. Be aware of where you point the 
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finger when something goes wrong. If you hear yourself often saying, “It’s out of my control,” or “I have no say 
in the matter,” step back and remind yourself that you always have a degree of control over what you do. 

If you become aware that you tend to look externally, realize this may be holding you back in many areas of 
your life. First, recognize that you always have a choice. Making no choice is actually a choice in and of itself, 
and it’s your choice to allow other people or events to decide your outcomes for you. Second, begin to set 
goals for yourself and reward yourself when you achieve these goals. This positive reinforcement pattern will 
begin to create a new belief system. Finally, begin to develop your decision-making and problem-solving 
skills so you’ll begin to feel more confident in your own abilities, choices, and decisions. 

Commandment #8: Wealthy people believe in and are willing to promote their products, 
services, and businesses. 

You can have the greatest business, product, service, or idea, but nobody will ever know about it unless you are 
willing to promote it. Wealthy people understand this concept and believe in the products and services they 
offer. They also know that they can’t help anyone if they don’t get their products and services into the hands of 
people who can benefit from them. 
 
Imagine for a second that you had the cure for a rare disease, or that you offered a service that could save a 
business owner thousands of hours of time and headaches. Wouldn’t it be a disservice not to let people know 
about what you have? Obviously, the answer is yes, yet many people who are struggling in business make this 
choice every day. As a result, their personal finances suffer because of their lack of confidence in their businesses, 
themselves, and their ability to market these ideas. 

Resenting marketing, sales, and promotion is one of the greatest obstacles to success and building wealth. 
People who are resentful of other people who promote their businesses are often financially challenged 
themselves. How can you expect to build wealth if you aren’t willing to let people know that your business, 
product, or service exists?

To give you a direct example—we have a very successful group of coaching students who apply to be part of 
our accelerated program. We briefly discuss the program and tuition at our workshops. It’s very interesting to 
note people’s reactions. The vast majority of people are thrilled to find out how our coaching program works 
and how it can help them become a highly successful real estate investor. However, there are a small minority 
of people who resent any promotion regardless of how it could personally benefit them. If this sounds like a 
reaction you’ve had, I challenge you to reflect here and question if that behavior is actually helping or hurting 
you. You many find this type of reaction is hurting you in other areas of your career, business, and life. If this 
does sound like you, it is usually for one of the following reasons:

1. You may have had a negative experience in the past with someone promoting 
or selling at an inopportune time. You may have gotten a sales call when you were 
eating dinner, or when you’d just had an argument with a loved one, and you may 
have created a negative association with sales. If this is the case, it is important to 
remember that this past negative experience may not be serving you in the present.

2. You may have had a bad experience in the past when it came to selling 
or promoting yourself in a sales position or a business. In fact, you may still be 
harboring the rejection you received years ago on a subconscious level. Rejection 
creates a fear of failure that understandably can translate into a distaste for promotion. 
This past experience could easily be hurting your future chances of success. 

3. You may have been asked to sell a product or service in the past that you didn’t really believe in. If this is the 
case, many times this subconscious fear can easily translate to your own product, service, or business, years 
down the road. 
4. You believe that promoting yourself is beneath you. Let me make one thing very clear: A high and mighty 

The Twelve Commandments of How Wealthy People Think



19

attitude will never serve you well. Nobody is going to beat your door down to buy your product just because 
it’s from you. 

5. You may feel like you are bragging when you are promoting yourself. There is a good probability your 
parents and teachers taught you to be modest about your accomplishments. Modesty is generally an 
admirable virtue. But when it comes to your business, if you don’t publicize and promote yourself, nobody 
else will. Wealthy people realize that the only way to distinguish themselves from their competition is to openly 
promote themselves and their businesses.

If you look at the wealthiest and most successful people and businesses, you will always see excellent promoters 
who are extremely enthusiastic, passionate, and giving. Take for example Oprah Winfrey, Steve Jobs, and Richard 
Branson. These business icons are three of the best promoters we have seen in the past few decades. And 
look at everything they have given back to society with what they have created and promoted. 

If you believe in what you have to offer and that you can truly help people, it is your duty to promote it to as 
many people as possible. It’s what all wealthy people do. 

Commandment #9: Wealthy people know the greater impact money can have on 
other people’s lives. 

In poorer communities, there is often a certain level of resentment, distrust, and anger directed towards 
wealthy people. It is human nature for people to be jealous or envious of people who live lives they feel they 
cannot have. You will hear things like he/she was lucky, selfish, or he/she had to step on many people to get 
where he/she is. Some people even believe they are poor because rich people make them poor.

These negative stereotypes end up developing into full blown belief systems that get passed down from 
generation to generation. Unfortunately, children do not have the ability to understand where complex emotions 
like jealousy, resentment, and envy stem from. If you were told rich people are evil as a child, then your belief 
system will often reflect that viewpoint. 

Unfortunately, if you hold resentment towards wealthy people, it becomes increasingly difficult to build wealth 
yourself. How can you improve your financial situation if you subconsciously believe wealthy people are 
inherently deceptive and untrustworthy? It is very difficult to become something you despise—your subconscious 
will always work to be in congruence with your belief system.

The only way to break the cycle is to first be aware of how you view money, to understand the negative shortcomings 
about money, and where these thoughts come from. Then take steps to develop an entirely new belief system. 

If you believe that a person who has money is dishonest, then the foundation of your faith is altogether false. 
The overwhelming majority of extremely wealthy people are honest. That is why they are rich. People trust them 
because they work hard, run organizations and businesses that add value to other people’s lives, and they 
make sound investments. People are attracted to them because they are leaders in their respective fields. Sure, 
the news media will always make a big deal about a corporate scandal or a financial controversy, because that’s 
what sells newspapers and gets good ratings on television. But the reality is that the majority of wealthy people 
built their wealth through hard work, integrity, and high moral character. 

I believe money is neither good nor evil. It is the moral character of the people who have money that determines 
whether or not it is used in a beneficial manner. Frankly, money can make your life considerably easier and 
more enjoyable if you recognize its value.

You can never become wealthy if you resent rich people.

The Twelve Commandments of How Wealthy People Think
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Commandment #10: Wealthy people focus on opportunities instead of obstacles.

A few months ago, at one of our advanced boot 
camps, I was teaching everyone about how to benefit 
from some of the recent changes in the real estate 
market. After I was done conducting the session, one 
of our longtime coaching students who has become 
extremely successful and very wealthy over the past 
few years pulled me aside and shared some insightful 
information with me about his local market. He recently 
discovered a few Wall Street hedge funds buying 
properties in his local market. According to him, these 
hedge funds were only buying a handful of properties, 
but the mere rumor was enough to scare off a lot of 
newbie investors in the area. 

He was extremely happy to see these funds enter the market because it validated the future potential for 
return in the market he had been investing in for the past six years. He went on to tell me how he had been 
actively selling properties to these hedge funds and that he was actively seeking other funds to sell to.  

What I found so fascinating was the difference in his reaction versus a lot of new investors in his marketplace. 
Where they saw obstacles, he saw opportunity. Where they saw potential loss, he saw potential growth. This is 
a great example of the stark contrast between how wealthy people view circumstances and how poor people 
view circumstances.

When you have the opportunity to spend time with extremely wealthy people, you will begin to realize how 
highly optimistic they are about everything in their lives. They focus on the opportunity or the task at hand as 
opposed to any obstacles that may get in the way. When they do encounter an obstacle, they never focus on it 
or let it stop them from succeeding. They have the foresight to see beyond the obstacle. In fact, many rejoice 
because they see the obstacle as a challenge they have to overcome to get one step closer to their ultimate 
goal. At the end of the day, wealthy people focus on rewards, whereas poor people habitually focus on risks. 

Wealthy people expect to succeed and they have confidence in themselves, the knowledge they have accumulated, 
and their ability to solve problems. They take educated and calculated risks and know that even if they take a 
temporary loss, they will be able to earn it back very quickly as a result of the knowledge and experience they gain. 

Poor people, on the other hand, are risk-averse and many expect to fail. They lack confidence in themselves and 
in their abilities. Therefore they avoid any sort of risk because of that lack of confidence. Poor people are very 
good at misleading themselves and others around them by claiming to be preparing for an opportunity. In 
their minds, they are getting ready. Unfortunately, what they are really doing is procrastinating because they are 
scared of what could happen if they fail. As a result, the opportunity that presented itself usually goes away. 

Commandment #11: Wealthy people have an investor mindset instead of a  
consumer mindset. 

As real estate investors, we are in the money business, so how we think about money, use money, and leverage 
it is very different from other businesses. We are not like other professionals who primarily sell their time, 
services, or widgets. Large amounts of money will flow in and out of your business as you buy and sell properties. 
So, you must spend more time changing your mindset about money, because sometimes even in the very early 
stages of your business, you will have to leverage large amounts of money. This is a good thing, because with 
leverage comes higher profits.

You must learn to think like an investor instead of a consumer. Consumers are fearful of money, fearful of 
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borrowing it, and fearful that their investments will 
never earn a return. Consumers are always worried 
about what something costs instead of focusing on 
what return that investment will make. Consumers are 
typically very skeptical and make money decisions 
based on this skepticism. 

This mindset exists because many consumers have 
made mistakes with their money in the past. For 
example, during the real estate refinance boom, 
many consumers pulled equity out of their houses and 
bought cars, boats, big-screen TVs, etc. Obviously, these 
assets don’t appreciate in value and do not produce 
a return on investment. In fact, as time passes, these 
purchases decrease in value, so it’s natural to equate 
all future purchases with this pattern of loss. 

Thus, people lose confidence in themselves and their 
ability to make sound investments with their money. 
Consumers begin to adopt a scarcity mindset and 
become negative about money. They blame outside factors and are fearful around money. 

Investors, on the other hand, think very differently about money and credit. They realize that both money and 
credit can be leveraged to make even more money. Investors buy assets and make capital investments in their 
businesses. They realize that there is a cost to the money they borrow or use, but the return will be much great-
er. They look at money the way a bank looks at your money. You put your money in the bank and the bank pays 
you a 1% return, for example. The bank then takes that money and leverages it to make a 5% return on a home 
loan or a business loan. Thus, your hard-earned money is being leveraged by somebody else who understands 
the power of money better than you do. 

In contrast, a real estate investor might put down 5% on a deal and borrow 95%. Let’s say the investor buys 
something for $100,000, putting down $5,000 of his own money, and borrows $95,000. But when the property is 
fixed up and sold, the investor might keep the entire profit of, say, $25,000.  The investor has made $25,000 on 
$5,000 he put down, amounting to a 500% return on his money. This investor knows how to leverage money. 

Consumers are very fearful of losing money and they protect it at all costs. This fear leads to a rate of return 
that is often below the inflation rate. Investors understand the power of money and take control of it. 

Investors also view themselves and their employees as assets. Thus, astute investors constantly invest in 
education for themselves and their staff. They realize that the intellectual capital they acquire will produce a 
much bigger return than the money they invested to acquire it. Investors know that once they are educated, it 
can never be taken away. A big-screen television loses value every month, but an investment in one’s personal 
education and development leads to a lifetime of high returns. 

Commandment #12: Wealthy people learn to act in spite of fear.

Many poor people want to be rich, but their decisions and actions are geared towards survival instead of 
wealth and abundance. Building wealth is not comfortable. There is a huge difference between being comfortable 
and being wealthy. If your goal is to just be financially secure, chances are you will never be wealthy. However, if 
your goal is to be wealthy, then chances are you will end up either wealthy or very, very comfortable. 

I have met a lot of people at our seminars who are very comfortable financially, yet they aren’t living up to 
their potential. Many long for more, but fear stops them from living a truly fulfilled and happy life. I believe it is 
your duty to share your insights, values, and ideas with as many people as possible. I also believe the happiest 
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people on earth are those who consistently push themselves out of their comfort zone—and as a result, they 
develop skills and talents they didn’t know they had. If you are playing small, then you are not serving yourself, 
your family, or society. Society doesn’t need more people who are playing small. The world needs people who 
are willing to face their fears, and who want to step up and create change within their own lives and the lives of 
others. If you want to live a truly fulfilled life, it can’t only be about you. It has to be about contributing to the 
lives of others and to the generation that follows.  

Building wealth is not going to be convenient. You are going to have to make sacrifices to reach your goals. 
Wealthy people don’t base their decisions on what’s easy or convenient. They base their decisions on what is 
going to get them to their long-term goals even if it makes them uncomfortable.

Personally, I have invested in many real estate deals where I was forced to make decisions without having all of 
the information I usually like to have. Many of these deals have kept me up late at night. Some of these deals 
turned out to be six-figure home runs, and others were learning experiences. However, through the process of 
learning to act in spite of my fears, I gained invaluable insight into what it takes to actually be successful as an 
investor. A lot of our company’s present-day systems are built around the mistakes we made early on. We creat-
ed these systems to not only streamline the investing process, but to also avoid making the same mistakes on 
the next deal. Investors who utilize our franchise-like systems are obviously the beneficiaries because they don’t 
have to make the same mistakes we did along the way. 
I believe self-doubt, fear, and worry are the greatest obstacles to success. Wealthy people understand that fear 
will never dissipate, no matter how successful they become or how much money they have. Wealthy people 
learn to manage their fears. Poor people let fear stop them from reaching their financial goals. 

Summary

The single biggest difference between financial success and financial failure is embracing and living by these 
twelve commandments. Make it a practice to surround yourself with people who will push you to achieve more 
in your life. Find and join social circles, groups, and communities comprised of people who are financially playing 
the game at a higher level than you are. Then do everything you can to learn from the way they think, act, and 
make decisions with their money. Then model those decisions with your own money. Find a way to do this even 
if you don’t have a lot of money right now. It’s fairly simple: If you want to build wealth and master money, you 
must learn from those who have already built their fortunes and have demonstrated the ability to successfully 
manage it. 
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People who struggle financially either mismanage their 
money or they avoid the topic of money altogether. 
They often say things like, “I’ll start managing my 
money as soon as I get caught up and save a little.” 
This is like someone saying she’ll first do a real estate 
deal and then spend the time getting educated. Or 
someone who says he’ll lose thirty pounds and then 
start exercising. One has to come before the other, 
not the other way around. You have to learn how to 
properly manage money and then, over time, you will 
have increasingly larger amounts of money to manage.  

Commit right now, and practice the twelve command-
ments of money in your own life. Share them with your spouse and family members and anyone who could 
stand to improve his or her money mindset. Remember, everything starts and ends in the mind, so take the 
time to think about, practice, and master these principles. When you do, you will realize the positive impact it 
can have on all areas of your life.

The Twelve Commandments of How Wealthy People Think

“As a seasoned real estate attorney and broker/
owner for the past 16 years, I strongly recommend 
FortuneBuilders coaching to anyone seriously 
considering embarking on the business of real 
estate investing. I also wanted to express our 
deep gratitude for the coaching program you have 
developed, as it has been worth every penny and 
more. The volumes of deep content materials, 
webinars, constant updates, your support staff, 
the weekly coaching sessions, etc., have proved 
invaluable in the development of our business and 
quite simply are above reproach! Your coaching 
has allowed us to exponentially grow our business 
in months without having to reinvent the wheel. 
Enclosed is a picture of Fred and I in front of a 
rehab we recently sold that we found using your 
system. I sincerely thank you for everything you 
have shared and for taking the time to develop 
this astonishing program.

Chander P. Singh, Esq. / Teaneck, NJ

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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In the late 1970s, there were two major companies 
battling for their share of the video market. Sony’s 
Betamax video standard was introduced in 1975, 
followed a year later by JVC’s VHS. For the next few 
years, the companies battled it out, each trying to win 
market share. VHS eventually emerged as the winner. 
Bitter Betamax owners cringed at their ever-decreasing 
corner of local video stores as VHS became the standard. 

What makes this story unique is that the victory was 
not a result of VHS being a better product. In fact, 
Sony’s Betamax was superior from a product standpoint 
in many ways. The war was won because JVC was 
better at marketing VHS.
 
The lesson here is: If you want market share or more 
deals than other investors in your local area, then what matters most is how you market. Marketing is the engine 
that drives your real estate business. Most aspects of your business will depend on successful marketing. Your 
overall marketing plan will entail foundational brand building, specific direct-response campaigns, public 
relations, and business self-promotion. Without effective marketing in all areas of your marketing plan, your 
real estate business may offer the best service in your area, but no potential sellers or buyers will know about it. 

When we work with new students, we spend significant time in the first few months ensuring they have the 
proper marketing strategies in place to drive in a lot of leads on properties that are significantly under market 
value. We also ensure our students have at least three or four marketing campaigns working concurrently in order 
to find deals. It is imperative to have multiple marketing campaigns working at the same time. If you only have one 
source of leads and something happens to that source, then you could be out of business. In fact, I have seen 
a lot of investors temporarily succeed, and then fail, mainly because they only had one good source for deals. 
You never want to limit your investment options with a one-legged business. 

I’ve found that when investors do not grasp this concept, their marketing suffers.  

There is a stark difference between your foundational marketing that establishes your brand and presence 
and direct-response marketing campaigns that will generate your seller and buyer leads and fuel your busi-
ness. Too often I see investors fail because they focus solely on marketing that promotes their brand, and not 

“The aim of marketing is to know and understand 
the customer so well, the product or service fits 

him and sells itself.”
- Peter Drucker

Chapter 3 - 
Establishing Your Marketing Foundation

Establishing Your Marketing Foundation
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on direct-response marketing which is actually the driving force in getting leads, closing deals, and making 
consistent profits.
 
Of course there is an order to things when you set up your marketing. First, you need to define what types of 
sellers and buyers you will be targeting and understand what marketing messages they respond to. Then you must 
set up your foundational marketing materials so you have a known presence in your area. 

For the sake of clarity, I have divided up the rest of the chapter into two sections. The first section will help you 
understand what types of sellers and properties you will want to target with your marketing. Then, we will 
cover your foundational marketing presence.

Section 1: Understanding What Types of Sellers & Properties You Will Want to Target 
with Your Marketing

As a real estate investor, it is important to understand exactly whom you will be targeting with your marketing. In 
general you will be looking for sellers who are highly motivated, who don’t just want to sell their property but 
NEED to sell it. When sellers need to sell, many will be willing to sell their property significantly below market value. 

Some people I meet at our workshops have a hard time imagining that a seller would sell a property significantly 
below market value, yet it happens ALL THE TIME, and for many different reasons! 

Generally, the seller is looking for an immediate cure to a seemingly overwhelming situation. The problem of-
ten starts out as a financial one that compounds into an emotional one.  Below is an abbreviated list of reasons 
why a homeowner would sell his or her property below market value.

Reasons Why a Homeowner Would Sell His or Her Property Below Market Value: 
• The property was just inherited and the seller wants to liquidate it quickly.
• A landlord is tired of managing one of his or her rental properties.
• The seller doesn’t have the money, time, or energy to fix up an older house.
• The seller is getting a divorce and running off with the cabana boy. 
• The seller just lost his job and can no longer afford the house.
• The seller is elderly and moving into a nursing home, and the children want to sell the property. 
• The seller is behind on payments and is losing the home to foreclosure.
• The seller doesn’t want to deal with a realtor.
• The seller was relocated for a job and is now making two mortgage payments.
• The seller has other financial problems and doesn’t have a lot of time to sell the house.
• The property has fire or water damage and the seller doesn’t have the patience to fix it up.
• The property has recently been condemned by the city.
• The seller wants to downsize or move and has to sell quickly.  

Most of these situations involve someone who has a sizeable financial, situational, or property-related problem. 
As an investor, it’s your job to find the best solution for that problem in exchange for a discount on the purchase 
price. Thus, you will craft your marketing message and materials to address these needs.

Over the years we have bought hundreds of properties from motivated sellers—and I have found that sellers 
usually respond very well to marketing messages that directly address the needs I have listed below. Pay 
close attention here, as many of these needs are also what you will have to address with the seller, either over 
the phone or in person, after they respond to your initial marketing campaign.    

Establishing Your Marketing Foundation
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Motivated Seller Needs That Your Marketing 
Should Address: 
• The desire to work with someone they can trust.
• The desire to work with someone they feel is  
knowledgeable and can solve their problems. 
• The need for quick cash from the sale of their  
property.
• The need for another place (apartment/house) that  
is more affordable.
• The need for moving assistance.
• The desire to rebuild their credit for the future.
• The need to relieve themselves of debt.
• The desire to work with someone who understands 
and is empathetic of their situation.

How many campaigns should you implement?
When you’re starting out as an investor, you should 
execute three to four strategic direct-response 
marketing campaigns every month. Remember that 
the reason you want multiple campaigns going out 
at once is because you never want your business to 
be dependent on just one source of leads. If that one 
source were to dry up, it could be costly—even fatal—
for your business. 

It is also important to note that most real estate rookies give up on their marketing campaigns way too early. 
Marketing is a process. You must test and tweak until you get the desired response rates you need to make the 
campaign pay off.   

That is why so many students leverage the systems we have already created in our real estate investing business. 
Our students use our marketing campaigns and marketing plan because they understand the value of consistent 
leads. They don’t want to bet on campaigns they’re not sure are going to work or that may not bring a return 
on their investment.

Section 2: Your Foundational Marketing Presence

There are eight essential marketing tools every real estate investor must have to create a presence in their 
local market.  

The Eight Essential Marketing Tools Every Investor Must Have:
1. Business cards 
2. A seller credibility packet
3. A buyer credibility packet 
4. A private money credibility packet 
5. Core websites 
6. An easy-to-remember phone number
7. A memorable business name 
8. A logo 

Establishing Your Marketing Foundation
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You will use these tools when you meet with sellers, buyers, lenders, and other real estate professionals. These 
resources will help establish an identity and credibility for you as an investor. They will be the foundation from which 
you build your brand. Once you have these basic marketing materials in place, you can start executing specific 
direct-response marketing campaigns that will generate the majority of your actual leads.  We will take an 
in-depth look at direct response marketing in the next chapter. For now, let’s take a closer look at the items in 
your foundational marketing arsenal. 

Business Cards
A business card is an essential tool that all real estate investors must have. Throughout the course of your day, 
you often meet many people who want to know what line of business you’re in. Business cards will let people 
know you are in business, let them know what you do, and can highlight the services you provide as an investor. 
They can also help to enhance your personal image. Production and printing costs are extremely low, but the 
benefits are immense. 

I do recommend that you put a picture on your business card. Studies have shown that people are more likely 
to hold on to a business card that has a photo on it. You want to differentiate yourself from others. 

Seller Credibility Packet
When you meet with a seller, it is essential to build trust and rapport.  While sellers may have responded to 
your well-crafted marketing message, that doesn’t mean they know or trust you yet. That’s why when you meet 
a seller for the first time, it is your objective to gain his or her trust, and it is essential that you carry a packet 
of information to help establish credibility. The seller credibility packet can be left behind with sellers after you 
make an offer on their properties.

Many sellers will reject your initial offer or will need more time to think about it. That is why it is crucial to 
provide information about your company that will help you continue to build trust after you’ve left. You want 
sellers to have additional material that they can review while they take a few days to mull over your offer and 
make a decision. Your credibility packet will also help set you apart from other investors and real estate agents 
they may meet with who haven’t put together proper marketing materials. 

Your Seller Credibility Packet should include: 
• Your full contact information: Name, phone number, e-mail, website, and office address.
• Core services your business offers: Identify the advantages you offer sellers who don’t necessarily 
want to sell through a real estate agent. 
• Any additional services your business provides: Anything a seller would be interested in besides 
just selling his or her property. This could include relocation services, moving services, credit repair, and 
anything else that might appeal to the seller.
• A company bio: A description of your company and its history. If your company is new, then the short 
bio should be about you. Most people don’t care about you or your personal history. This is simply 
included to help build trust. Sellers are much more interested in how you can help them.
• Testimonials from past sellers: If you are brand new in the business, then put some testimonials 
together from any other real estate professionals you have worked with in the past. 
• A picture of you: Make it look nice, of course!

Make sure the seller credibility packets are professionally printed and have some eye-catching, visually 
stimulating imagery that makes them look professional.  You can purchase the rights to use images for your 
marketing materials on websites that sell stock imagery like istock.com. Lastly, make sure you have credibility 
packets in your car at all times—you never know whom you might bump into. 

Buyer Credibility Packet
On the flip side, you will also be meeting with a lot of potential buyers when you are marketing your properties 
to sell. This is why it is also important to have a Buyer Credibility Packet. 
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Like a Seller Credibility Packet, it should include your essential contact information, core services, additional 
services, business/personal information, and testimonials. The difference is that everything—especially your 
services—should be geared towards buyers instead of sellers. 

Private Money Credibility Packet
Obviously, raising money for your deals is a vital part of the business, and that is why you must have a third 
packet of information. This credibility packet is geared toward private lenders who may be interested in funding 
your real estate deals. 

During the course of your daily interactions, you will meet many people who could be potential private lenders 
for your deals, so it’s of great benefit to you to carry marketing materials that will promote the opportunity to 
potentially earn a high rate of return as a lender.

A private money credibility packet is something you will hand over or e-mail to potential lenders after you have 
given them your elevator pitch about the private lending process and all its benefits. Your elevator pitch is your 
30-second description and pitch about your business and the services you offer. If you haven’t already done so, 
you should write and rehearse your various elevator pitches for buyers, sellers, private lenders, etc.

Your credibility packet should be robust and should include your full contact information, company history, how 
private lending works, case studies of deals you have completed, your buying philosophy, the terms you offer, 
and testimonials from other lenders you have worked with. It should also include a very detailed section with 
answers to at least twenty of the most frequently asked questions that potential lenders have. At your upcoming 
workshop, we will go through many of the questions private lenders want answered before they will lend you money. 

Core Website
Every successful real estate business has 
a dominant online presence. In fact, the 
majority of all sellers and buyers who are 
looking to sell or buy a property start the 
process by searching for solutions on the 
Internet. 

You need to have a core website for your 
business that looks professional and is 
something you can use to establish cred-
ibility, generate leads, and advertise the 
properties you have for sale and for rent.

We believe so strongly in this that we have 
created template websites that can be modified for the students we coach. With these templates, our coaching 
students can have a web presence set up in as little as 24 hours. 

On your core website, you should have the following sections:

• Home Page: This page should include an overview of your company and what you do. On the upper 
right-hand corner of your website, you must have a place where a potential visitor can join your e-mail 
list by filling out a webform with his or her contact information. Your website will help you build your list 
of clients, and is arguably the most valuable asset of your business. On your home page, you should 
also have full contact information so people can reach you via phone or e-mail.  Make it easy for people 
to know how to contact you.

• About Us: This will be a section of your website where a visitor can get more detailed information 
about you, your company, and anybody who works for you.
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• Sell a Property: When someone clicks on this tab, it sends the visitor to a page that speaks directly 
to sellers and discusses all the ways you can help sellers by purchasing their property. On this page 
you should have a webform where sellers can begin the process by giving you some basic information 
about the property for sale so you can follow up with them.

• Buy a Property: This page is geared specifically to buyers who are looking to purchase properties. You 
should have all your properties for sale on this page, as well as a webform where potential buyers can 
submit their information so you can follow up with them.

• For Rent: If you own a lot of rental properties, this is where you can list your properties for rent. 

• Blog: To keep content on your site fresh and 
to add value to your clients’ lives, you should 
write one article a week that can be posted to 
your blog. This will help generate leads and is 
a great way to stay in touch and inform your 
clients. Remember to keep the content val-
ue-oriented.  

• Resources: If you have great affiliate relationships with real estate-related products and services, you 
can list them on this page. You can also use this page to generate some affiliate income, which can help 
you expand your business. 

Obviously, there are many other aspects of your website you can build, depending on the niche of real estate 
you are in, but we’ve outlined the essentials. 

Easy-to-Remember Phone Number
This is a ninja tip: If you want to really enhance your marketing response rates, get an easy-to-remember phone 
number, like cab companies do, that you can use in all your marketing campaigns. The response rate of your 
outdoor campaigns, like For Sale signs and Bandit Signs for example, will be dramatically better when you have a 
number with repeating digits. 

To get an easy-to-remember phone number, call your telephone service provider and ask what numbers are 
available with repeating digits. If you don’t like the list of available numbers, then pick up the phone and start 
calling easy-to-remember numbers, and make the owner of the number an offer to buy his or her phone number. 
Make offers until you get a good number. You will definitely find someone who is willing to sell his or her number 
for a couple of hundred bucks. I have had numerous students find great phone numbers this way. 

Memorable Business Name
You need a memorable company name and an equally memorable Web URL that corresponds to your company 
name and conveys what your business does. For example, a name like William Capital Partners doesn’t convey 
what the business does. However, Atlanta Property Buyers is a more strategic business name, depending on the 
niche of the business you pursue. As you brainstorm, remember that your business name should be strategically 
chosen and mean something to a potential customer who is hearing it for the first time.  

Logo & Business Color Schemes
Having a memorable logo and consistent color scheme will help boost your response rates. There are a number 
of online services that can create a relatively inexpensive logo. Your logo colors should ideally match the look 
and feel of the colors you use in all of your marketing materials. The point is to be consistent with the colors you 
choose. 
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Wrapping it Up

Understanding your customer and establishing your marketing foundation gives you a base level of credibility 
and helps you establish your presence in a market. Having a presence in a market also helps you generate 
referral leads on properties. Once your marketing foundation is in place, you will want to begin executing 
strategic direct-response marketing campaigns as well as to begin farming the MLS. 

This is what we will discuss in the next chapter. So read on, my friend!

Establishing Your Marketing Foundation

“I just want to say thanks for all the great 
teachings and continual education you’re giving 
to me. My life has been totally transformed since 
joining your coaching program. The support 
you’ve given me in my business personally has 
been phenomenal. Your training and coaching has 
been the greatest investment I’ve ever made for 
myself and my family. I’m setting up self-directed 
IRAs for myself and my children so I can let what 
you’ve taught me pay their way through school 
and set up our retirements.   This is something 
I never would have known to do if it weren’t for 
you. I’m in the midst of three more rehabs right 
now, and am marketing for more deals. I’m a 
full-time investor, and it’s a great time in my life 
because of you!”

Terence Young / Pittsburgh, PA

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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The immutable law of marketing is that there is a 
direct relationship between the number of prospects 
you have and your income. Real estate is a business 
of lead generation. If you don’t consistently draw in 
leads, you don’t have a business, period.

Unfortunately, there is no one single marketing strategy 
that will provide you an endless supply of seller leads. 
That’s why we help our students set up systems to 
leverage multiple methods—to farm the MLS as well 
as execute consistent direct response marketing 
campaigns to motivated sellers. 

A direct-response marketing campaign is any marketing 
strategy that is designed to elicit a direct response 
from a specific segment of targeted people. Generally, 
it compels the recipient to either pick up the phone 
and call you, or to fill out and submit a web form with his or her contact information online. In either circumstance, 
you are able to capture his or her contact information when the seller takes an action. 

So let’s take a look at a few direct-response marketing campaigns, as well as how we farm the Multiple 
Listing Service. 

Section 1: Direct Response Marketing Campaigns

Direct Mail
Since we started real estate investing, we have used direct mail to find some of our best deals. Direct mail is 
highly effective WHEN you target the right list (segment of people), have a compelling message that speaks to 
those recipients, and have a system in place so that your direct mail pieces are being sent consistently. 

At our workshops, we teach investors how to go after highly targeted lists. Targeted marketing is how you turn 
small dollars (spent on marketing) into big profits. With a minimal marketing investment, you’ll target sellers 
who are the most motivated to sell you a property at a discount.

“Nothing splendid has ever been achieved except 
by those who dared to believe that something 
inside of them was superior to circumstance.”

- Bruce Barton

Chapter 4 -
Direct Response Marketing & the MLS
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Over the years, these are the lists that have been proven winners for us and for our students:

• Pre-foreclosure lists: These are lists of homeowners who are behind on their mortgage payments 
and are in the process of being foreclosed upon by their lender. 

• Probate lists: Homeowners who have passed away, and the ownership of the property is in the process 
of being transferred from the deceased to their heirs.

• Bankruptcy lists: We target property owners who were recently dismissed from bankruptcy. More 
often than not, the property owners used the bankruptcy process to stall the pending foreclosure.

• Free & Clear Landlord lists: These are rental properties owned by landlords, where there is no 
mortgage on the property. These properties obviously have a lot of equity, so you can also negotiate an 
owner-financed deal as well.  

Your direct mail message should be written specifically for the category of homeowners you are targeting and 
should explain how you can buy the property directly from them. It is crucial to differentiate yourself from real 
estate agents who charge commissions for the possibility of bringing a buyer to the table. Essentially, you 
are an alternative solution to a realtor or you’re an option for the seller trying to market and sell the house on 
his or her own (for sale by owner). You can offer them benefits the alternatives cannot—you can pay cash, close 
quickly, and you will take the property in “as is” condition. You also can be extremely flexible on the closing date, 
since you won’t be living in the property. These things should definitely be part of your marketing message.

Consistency is vitally important to the success of your direct mail campaign. We drop at least four different 
direct mail pieces to the various lists we target. In fact, you are better off hitting a smaller section of the list four 
times rather than hitting the whole list one time. 

Finally, you will want to use a direct mail fulfillment company to help you execute the mailings. Once we did 
this, we offloaded several hours of work each week. What used to take us ten to fifteen hours per week now 
takes us fifteen minutes. 

I have designed compelling campaigns that have dramatically improved response rates. These campaigns are 
geared towards the exact lists you are likely mailing to, and they are set up at a minimal cost, or even better 
yet, they’re free!

If you choose to do the mailings in-house, gathering lists and executing the mailings is a process you should 
familiarize yourself with, and then outsource it. You need to educate yourself on where to get the various lists 
in your area.  You need to create a schedule to get your mailings out.  Learn how to use Microsoft Mail Merge 
if you don’t already use it. Take care of the mailings yourself the first few times, time how long it takes you to 
get your letters done from start to finish, THEN OUTSOURCE IT! Hire someone for $8 an hour to work for a 
specific time block two days a week. Craigslist.com is a great place to find cheap hourly help. The point is that 
YOUR TIME should be worth more to you than $8 an hour.  I want you spending your precious time evaluating 
deals, buying properties, and closing deals, not addressing and licking envelopes.  You will not build wealth by 
completing your own direct mail by hand.

Bandit Signs (Outdoor Signage)
America is a society on wheels.  To run a well-oiled marketing machine, you must follow your customers’ living 
habits. This is why outdoor signs are a necessary component of every marketing plan. Signs create multiple 
points of contact with prospective customers and they are a cost-effective method of establishing awareness 
of your services in the marketplace. It’s a sure way to bring in quality leads to your business. Let’s discuss some 
basic signage options that are perfect for beginning investors!

When evaluating the types of signs available to your business, there is one option that is a no-brainer: bandit 
signs. Bandit signs can be printed in a variety of sizes: 6” x 18”, 6” x 24”, 12” x 18”, 24” x 36” with the most 
common size being 8” x 24”.  Bandit signs should be one of the first marketing campaigns you start and test. 
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They are among the least expensive forms of advertising available to real estate investors, and at the same 
time, they’re one of the most effective tools out there.

Signs promote awareness for your business and provide multiple points of contact with your customer at a very 
low cost.  This is especially true if you are diligent and systematic in your efforts. Repetition of a message is 
what gets the phone ringing, so the more signs you can get in front of your prospects, the more leads you can 
generate.

Where you should place your signs
Once you are actively investing in real estate, one of the most effective places to post large signs is on the 
properties that you own and may be renovating.  The activity on the site will draw attention, so you always want 
people to know that you are in the business of buying and renovating homes.  You may face an issue with the 
city or town if the sign is too large, so always check ordinances before putting one up. That being said, many of 
you reading this guide may just be getting started in investing, so let’s discuss where to place signs when you 
are crafting your direct response campaigns. 

If you have friends in the areas where you are looking to buy property, ask to put a sign in their front yards.  
Many people are willing to do it for political office candidates, so they may do the same for you.  The same 
goes for relatives. You can offer a small monthly fee, or possibly a referral fee for every house you buy as a 
result of a lead you get from the sign on their property. 

Another good place could be outside busy parking lots, especially those of home improvement stores and 
grocery stores. Make sure to use a hard plastic sign, and be sure it is tightly secured to the pole and is placed 
high enough so that every car can see it. Also, make sure it’s difficult for someone to reach for and remove it. 
Again, be aware of town ordinances and local utility regulations—and follow the rules.

Lastly, the best locations are at high traffic street corners where cars come to a stop. The ends of highways or 
freeway off-ramps are great. 

How to get the most out of your signs
One important thing to remember about getting the most results from your signs is to actually put them up.  
This is one type of marketing that you don’t want to overanalyze.  Simply take action.  Never get lazy—they are 
well worth the hassle. They cannot be effective sitting in the back of your car or in your office. Sign placement 
is a job that can be very easily outsourced for a low labor cost, so there is no excuse. 

I am a strong proponent of doing it yourself first for a period of time, so you can offer proper guidance to the 
person you hire to take on the project.

When deciding on the design of your sign, the point is to make it simple.  People driving by your signs do 
not have a lot of time to read a long message, so it should be short and to the point.  Here are a few rules 
to follow:
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• It should include a unique benefit, such as “CASH for your house!!!” or “Sell Your House in 9 days!” 
to capture their attention.
• It should include a vanity telephone number (800# which spells something on the phone keypad) or an 
easy-to-remember local phone number.  (Interestingly, we’ve found that a local number often times works 
better, but it really depends on what number is easier to remember, so it’s something worth testing in 
your market.) 
• Finally, keep a similar theme with all of your signs. Try to use similar color schemes and a consistent 
message.  You can use your logo, but be sure to make the words and the phone number the center of 
attention.

A warning that needs to be repeated: At this point you are ready to go out and post thousands of signs and 
light up your phone with leads, but there is one issue to research and consider. There is a reason why these 
street signs are commonly known as “bandit signs.”  In many municipalities these signs are not permitted by 
local city code. You must always remember to check with your town officials before you post signs, since most 
places have sign regulations. Of course, the regulations vary from one place to another, but in some instances 
you may be fined, so PLEASE check before placing any signs.   

Online Lead Capture Pages (Mini-Sites)
Online lead capture pages are highly optimized websites built around capturing traffic from high-quality search 
terms that motivated sellers and buyers type into the major search engines (like Google, for instance). The dif-
ference between these mini-sites and your core website is that these mini-sites are optimized for one specific 
keyword that has high search volume and low competition. (If you are not yet familiar with these terms, not to 
worry. We will walk you through some visual examples at your upcoming workshop.) 

The structure of online lead capture sites utilizes effective search engine optimization (SEO) techniques, so that 
they show up for the one search term you are targeting. 

On the website itself, you should have a short video that gives the prospect a compelling reason to opt in via a 
webform. That way, a lead is generated. The video itself should be designed to solve a problem the sellers or 
buyers may have based on the search term they are using. 

When you have several of these websites set up, they can literally generate hundreds of leads for you every 
month, which can have a major positive impact on your business.

Networking 
This strategy will work best for those of you who have 
little or no money to invest in marketing, but who DO 
have a few hours a week of time to meet other real 
estate professionals. Networking is establishing rela-
tionships in business for purposes beyond the reason 
for the initial contact. These relationships can lead to 
more business, either directly or indirectly through a 
referral. Networking is a proactive form of marketing. 
It takes a daily commitment to establish and keep 
relationships alive. 

The biggest mistake that investors make is focusing 
on themselves and their own needs first, but remember 
that HELPING SOMEONE ELSE IS THE SUREST PATH 
TO HELPING YOURSELF.
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Why is networking effective?
The reason networking can be such an effective avenue is because people prefer to do business with people they 
know, like, and trust. The best way to make an instant connection with another real estate professional is to 
show sincere interest in him. Find out who he is, what he enjoys, and more importantly, how you can help him. 
You want to be known as a knowledgeable, credible, and sincere real estate investor who serves a purpose in 
the marketplace.  

Networking opportunities are truly endless and they’re only limited by your imagination and your willingness to 
interact with people around you. Make everyone who you come in contact with aware of what you do and what 
services you have to offer.

Key components to remember when networking:

• Understand what professions/people can benefit your business 
• Plan which networking events apply to your networking goals and objectives
• Set networking goals for each meeting
• Know who you’re talking to and understand how you can benefit them
• Build relationships by showing genuine interest in people
• Follow up on a regular basis to maintain the relationship
• Help others succeed, and they will help you do the same

Section 2: The MLS Offer System

The Multiple Listing Service, or MLS for short, is what realtors use to list and sell properties. Essentially, it is the 
database they leverage to communicate with each other as to what properties are currently for sale in an area. 
We have been buying properties directly off the MLS for years. 

What makes the MLS unique is the sheer number of properties that are listed on it. Of course, the majority of 
properties are selling at or around retail price. That means you have to have a system to find the deals within it. 
Also, you will generally be competing with other investors for the really good deals you find on the MLS, which 
means your profit margins won’t be as good as what you can earn by to reaching sellers directly. That’s why we 
always tell our students that the MLS is just one source of deals. Their entire business should not be based 
around it.

What makes the MLS powerful is that there are always deals to be found if you have a system set up to research 
a lot of properties quickly. Within our MLS offer system, there are technicians who execute the majority of the 
research work, managers who oversee the technicians, and entrepreneurs—my business partners and I—who 
own and guide the business. Let me explain.

We have trained a team of real estate agents and interns (technicians) who work on commission and do the 
majority of the research for us on properties listed on the MLS. These interns and agents filter through the MLS 
daily, drive by and view potential properties, check sales comparables, and provide research on properties in 
the particular areas of town we have designated for them. They are responsible for turning in their research so 
our acquisitions manager can narrow down the list of properties we might make offers on that week.  

Our acquisition manager is responsible for evaluating the research so that a verbal or written offer can be 
presented to the listing agent of a potential property. These offers are based on a preset acquisition formula—
basically the numbers we work off of to ensure a highly profitable deal.  Based on our formula, the offers we 
make may be rejected by the majority of sellers, but we don’t deviate from the formula. Success is a numbers 
game. Currently at CT Homes, our system usually calls for making upwards of 15 to 30 offers to get one deal, 
although you shouldn’t expect to be that efficient at first.   

Our MLS offer system is divided into three legs, related to each step of the process: Find, Research, and Offer. 
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Finding Properties 
Under this leg, our technicians search for newly listed 

MLS properties twice a day. That is because deals 

listed on the MLS are highly competitive, in contrast 
to other strategies we use to find deals. Every real 
estate agent has access to every listed property on 
the MLS, so their investor clients will compete with 
us on listed properties. Thus, we make speed itself 
a competitive advantage. 

For example, in our target area, between 50 and 
150 properties typically hit the market every day. Of 
those properties, only 10-15% will have what we consider true investor potential and will need to be researched 
further. Most listed properties are what I would consider “retail” listings that aren’t good for investment purposes, 
because they are priced for the consumer market. Retail houses are purchased by people who want to live in 
them and are not necessarily trying to profit by flipping them like an investor.

Instead, we focus on the remaining 10-15% of properties that potentially promise higher profit margins–Real 
Estate Owned (REOs), pre-foreclosures, probates, or fixers—because they involve distressed buyers or they 
need rehab work. We also like it when the property remarks (the description the realtor includes with the 
property) indicate that the listing agent is open to working with investors who make lower offers. 

 In our system, we have instructed our technicians to search the MLS for real estate agent remarks that use 
words like: fixer, must sell, cracked slab, TLC, contractor, gut, work, motivated, quick close, cash, handy. Our 
technicians also search for special remarks that indicate a financial hardship like: 203k, Homepath, Homestep, 
Fannie Mae, renovation financing. This helps narrow down the properties that have the most potential. 

Property Research
The next leg in the MLS offer system is how we research properties.  Once we find a potential property, we 
contact the listing agent to see how much activity the property has had and whether the seller is open to offers 
from investors. If we find that the agent is focused on working with retail buyers, then the property will fall low 
on our priority list. If the agent is open to working with investors and realizes the benefits an investor brings 
to the table, then we will move it to our property pursuits list, and we generally send an offer within 48 hours.

Fundamental to this leg’s success is how quickly and accurately the research is done. Once a property hits our 
property pursuits list, we run comparables on the property to assess its market value. Then, one of our interns, 
agents, or managers drives by the property to view its condition and the neighborhood.  Who drives out depends 
on the property location and the proximity to our office. Seeing the property helps us determine its as-is value, 
estimated repair costs, and after-repair value—how much it could sell for once it’s fixed up.

Making Offers
Once a property makes it through the first two legs, it goes to the last one.  At this step, we make an offer, 
either making a verbal offer to the listing agent, or letting the listing agent write up the offer for us to sign. 
If the offer is negotiated or accepted, we then go under contract to buy the home. If the offer is rejected, we 
indicate in our database to follow up and resubmit the same offer after 30, 60, and 90 days, if the property is still 
on the market. A lot of our deals come from aggressive follow-up on properties when the seller had previously 
rejected our offer. 

As you can see, the MLS offer system contains three smaller systems (legs), which are each comprised of several 
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steps. The key is to document these steps so that the technicians and managers you hire later can duplicate 
your systems. These small steps add up to each leg, which add up to a larger system that will help you reach 
your business goals.  

I am aware that many of you reading this right now do not yet have all these relationships or team members 
that you can rely on to help you.  Don’t worry. Every one of our students starts out doing the majority of farm-
ing (finding), research, and offers themselves by just following the processes we have set up for them. Then many 
want to buy more properties, so they start to implement the other aspects of this system we have set up for 
them—and over time, they build more relationships and they make a lot more money. 

What’s important to remember is that you must have a process and a system in place if you want to be able 
to compete with other investors in your area. As you develop systems and work on your business rather than 
in your business, you will quickly replace yourself in each role. As you progress up the ladder from technician 

to manager to entrepreneur, you will begin to 
free yourself from your business.  At the upcom-
ing event, we will show you case studies of our 
students, just like you, who have mastered this 
process and are no longer technicians!

The MLS offer system shows the approach you 
need to take in all areas of your business to 
streamline what you do and save enormous 
amounts of time. This approach has transformed 
the way we work, from tasks as simple as an-
swering the phone to running major construction 
projects. It is also what has given us the freedom 
to enjoy our lives and make great money at the 
same time. 

This can be done on a part-time basis. We have students with full-time jobs who buy houses every month with 
just a few hours a week. Systems save you so much time and actually make this possible! 

Wrapping it Up

The most successful investors are always students of the game who have a tremendous amount of patience. You 
should keep studying and stay curious about what other investors and other businesses are doing to generate 
their leads. Take the time to understand and track the cost to generate leads so you can compare campaigns 
against each other. Continually craft and test different marketing messages against each other to see what 
performs best for you. 

Once you have a marketing campaign that works, you want to scale and automate it as quickly as possible. 
Marketing consistency requires an automated fulfillment system that you can easily tap month after month.  It’s 
an important cornerstone of your business that you’ll want to have in place so that it can constantly generate new 
leads and new profits down the line. 

Over time with the right systems, you will start to see strong results from the proven campaigns we recommend. 
However, understand that the intricacies of proper marketing cannot be learned overnight, nor can they be 
learned in a single chapter. Pay close attention to what we teach you on the first and the third days of the 
workshop regarding marketing.
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“Than, Paul, and Team,
I just wanted to thank you for all the great 
education and support I have received as a 
FortuneBuilders coaching student. The skills 
I have learned in marketing, deal evaluation, 
and negotiation have given me the competitive 
advantage in my market. I have been able to start 
a very successful wholesaling business in which 
I am able to wholesale multiple deals a month. 
It has also allowed me to live the rock-and-roll 
lifestyle... Yeah, baby! Applying what I have 
learned through your coaching has allowed me to 
jump a massive learning curve and is, without a 
doubt, the BEST investment I have ever made in 
myself and my business.”

Dave Ludena/ Chicago, IL

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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In real estate investing, where you make your money 
is on the buy side—meaning the meat of the deal, the 
equity—is found on the purchase of the property. That 
profit is then realized when you sell it. 

It is critical to implement a system that allows you to find 
a lot of deals with a high profit margin, then make a lot 
of offers, and shake out the rest of the junk. 

Your income is directly related to the number of strategic 
offers you make each month. While launching your 
business, from the very beginning it is essential to 
implement an efficient system for filtering deals. Our 
three-stage system gives you a quick, structured way of uncovering deals that will bring consistent profits. 

Depending on the marketing campaign you utilize, it will generally take ten to twenty-five leads to land one 
profitable deal. That’s because most sellers are not motivated enough, and therefore want to sell their homes 
for retail market value or higher. As mentioned before, retail houses are priced at market rates, and are 
purchased by people who want to live in them. You will find a lot of uneducated real estate investors who pay 
close to retail for properties. 

As professional investors, we seek deals that are available for 65 cents on the dollar or less. If we are buying 
rental properties, we can afford to pay a little bit more, because we primarily look at the cashflow potential, but 
we still like to acquire those properties at or below 75 percent of fair market value. 

You might think it’s impossible to find deals at those kinds of prices. If you don’t know how to market and you 
lack systems to evaluate leads, it may be. However, once you learn how to target motivated sellers and put the 
right systems in place, finding deals becomes a straightforward and completely doable process. 

Let’s dive into how our three-stage Deal Evaluation System works.

“One’s best success comes after their 
greatest disappointment.”

- Max Beerbohm

Chapter 5 - 
Evaluating Real Estate Deals
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Stage I: Lead Intake

We get leads on properties from many different sources, 
but the majority of those leads come from the 
Multiple Listing Service (MLS), direct response 
marketing campaigns (like direct mail), or referrals 
from other investors and real estate professionals. 
Using the MLS, we work with real estate agents to 
gather information about the property to evaluate 
the deal before going to see the house and possibly 
making an offer. With direct response marketing 
campaigns and referrals, we typically talk directly to 
the seller. 

Let’s start with the process we use when sellers 
contact our office directly. When a seller calls us, we 
need to build rapport and gather all the essential 
information about the property, the seller’s situation, 
and the underlying financing. We want to enter this 
information into our database so that we can track 
the property as it moves through our pipeline. So, we use a Seller-Intake Lead Sheet to make sure we ask 
the same questions every time, and the whole process takes about ten minutes. 

During the seller-intake process, we ask the seller many questions that ultimately allow us to judge whether it is a 
good deal. When asking questions, we want to find out the property’s specifics, such as location, size, number 
of bedrooms and bathrooms, special features, and so forth. This enables us to run comparables to determine 
its value accurately. More importantly, we want to know the seller’s motivation for selling and what sort of selling 
timeframe he or she is hoping for. 

As we talked about in Chapter 4, highly motivated sellers include people going through a divorce, moving to 
another city, buying another house, or going through foreclosure. This tells us a lot about the potential of the 
deal because if the seller is motivated to sell quickly, there is a good probability that we can buy the property 
at a discount. Of course, we also want a property with equity so that there’s a profit margin in the deal. 

During the initial phone call, we also want to find out what the seller owes on the property and the terms of the 
underlying loan. This tells us two things. First, the information helps us to determine if there is any equity in 
the property. If the amount owed is less than the market value of the house, it has equity. Ideally, we are looking 
for 35 percent or more equity to hit our target of 65 percent loan to value. Secondly, the loan balance helps us 
determine how we might structure our offer.  We structure offers very differently depending on the amount of 
equity and loan balance.  For example, we may ask for seller financing if there is a very small mortgage on the 
property, or we may want to buy the property “subject-to” if the seller has equity, but a high mortgage.  We 
will provide specific examples of structuring various offers at your upcoming Insider Workshop.

On the phone, we also want to get an idea of the overall condition of the property and the types of repairs that 
might be needed. It will help us determine the current market value and the repair costs. This will allow us to 
determine the after-repair value of the property—what the property will be worth once it is fixed up and sold at 
retail price. 

Finally, we want to know all the details about the property’s history—who owns the property, and who is involved 
in the decision-making process. While we are speaking with the seller, we check out the seller’s property by 
entering the address on zillow.com. This free website gives you quick sales comparables on similar sold 
properties. It also gives a “zestimate,” which is Zillow’s estimate of the market value. The zestimate isn’t 
highly accurate, but it gives you a ballpark idea of the property’s value based on data aggregated from 
properties sold in the seller’s area.  
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Zillow helps us judge if there’s any equity or upside to the deal by comparing the property’s zestimate with 
the seller’s asking price. Essentially, we try to determine if the seller is looking for retail, or if he or she is willing 
to sell at a discounted price.

For example, Zillow might estimate that the house is worth $250,000. If the owner is seeking $250,000 to 
$350,000, he or she is most likely not a motivated seller. That gives us an idea of how much time to spend with 
the seller (not much!) and how to handle the lead. But if the seller is asking for a price that is far below Zillow’s 
estimate, then we schedule an appointment right away to go see the property.

You should know your market area well enough that when a seller calls you about a property, you have a fair 
idea of the price of properties in that area. Your intimate market knowledge will give you an advantage, be-
cause you can act with a sense of urgency when you come across a really good deal. 

If someone does call you with a hot lead, set an appointment to meet the seller at the property right away. 
Remember—in life, great opportunities never last.

In this first stage, the amount of time spent on the phone is based on what the seller tells us. If the deal starts 
to look good, we spend a little more time building rapport with the seller. You should also have a well-re-
hearsed elevator pitch about your business and what your business is all about, to give the seller confidence 
that you can help him with his situation and close the deal.  

Here’s how the opening conversation usually goes: 

Me: “Thank you for calling CT Homes. This is Than Merrill. How can I help you?”

Seller: “I got your direct mail piece about how you guys buy properties. How exactly does this work?”

Me: “Great, thanks for calling. It’s a really simple process. First, what’s your name?”

Seller: “John Elway.”

Me: “Great, John. Well, we are a real estate investment company here in the San Diego area, and we buy a lot 
of homes in the area, in all conditions, from people just like you. You don’t have to pay any commissions, and we 
can close on your timeline. The process is very easy. We gather some really basic information over the phone 
from you, and if it sounds like something we might be interested in, we will generally have an offer for you 
within 48 hours. So tell me, John, where is your property located?”

You don’t need to memorize this sample conversation, because it won’t seem natural when you’re talking on 
the phone. The important thing is to hit the major benefit points that will pique the seller’s interest and let him 
or her know that the process is very simple. 

Depending on how you generate your leads, you might not always be talking to the sellers themselves. For 
example, we buy a lot of REOs (real estate owned properties) and other distressed properties right off of the 
MLS. When we pursue these types of properties, we speak directly with the listing agents. We evaluate these kinds 
of deals based on factors such as length of time on the market or the poor condition of a property—that 
increase the probability of the Realtor being open to an under-market value offer, so they are more likely to 
facilitate an offer that will be accepted by the seller.

No matter how the lead comes in or whom we talk to, at this stage we are only gathering information and making 
some simple judgments about the deal’s potential. We enter the lead and property information into our data-
base to track the property through the process. We then move to the next stage. 
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Stage II: Desktop Evaluation
During the desktop evaluation process, we will weed out the majority of the properties that won’t qualify for 
Stage III. This is the point when we run sales comparables using the Multiple Listing Service. The MLS helps us 
determine the current “as is” market value of the property, as well as its after-repair value. 

We classify the leads in our contact relationship management (CRM) system as we move them through the deal 
evaluation pipeline. In Stage II, we run comparables using both the Multiple Listing Service and one or two 
non-MLS websites, such as zillow.com and trulia.com. The MLS sales comparables provide us much greater 
detail about the properties than that from Zillow or Trulia, so the MLS makes our evaluation easier and more 
accurate. 

The MLS has more accurate information because agents are required to input highly detailed information 
about the properties they list. The MLS also has more photos of the comparable properties in the neighborhood 
than the other free websites. We have access to the MLS because we have licensed real estate agents on our 
team. You can partner with agents to gain access in your area. 

How we run our comparables is important as well.  Here are some of the basic criteria we use when running 
comps:  

In relation to the subject property (the property we are evaluating), the properties we use for comps must be:

• Within a half-mile radius of the property
• Within 20 percent of the square footage of the subject property
• Should have the same number of bedrooms
• Should ideally be properties that have sold in the past three to six months

 
Running comparables is the indicator we use to figure out whether the deal has potential. We then classify and 
rate the lead. It’s either a hot lead, a warm lead, a dead lead, or an agent referral lead. 

On hot leads, we take action quickly. If a hot lead has plenty of equity and high profit potential, we call back 
and schedule appointments to see the property if one had not already been scheduled on the initial call. 
Another type of hot lead could be a short sale. If the seller is behind on payments and there is no equity, we 
know we will have to negotiate a short sale with the bank to make money on the deal. A short sale is a strategy 
we use when the amount due on the mortgage is more than the home’s market value. The bank allows the seller 
to pay less than what is owed to pay off the mortgage. With these types of sellers, we spend about fifteen minutes 
on the phone explaining the short-sale process and all the documents the seller will have to put together for 
us to be able to negotiate a short sale with their lender. These are hot leads because bank discounts can be 
significant, giving us high profits later.

On warm leads, we don’t make an appointment; instead, we call the seller or agent and make a verbal offer. If 
they don’t think our verbal offer is in the zone of possible agreement, then we reclassify the lead as an agent 
referral lead (if the property is not already listed) or a dead lead if it is already listed in the MLS. 

A lot of deals never make it to Stage III. When we evaluate twenty properties, we might schedule appointments to 
look at three or four of them after running comparables. Along the way, we track all this information, saving all 
the comparables and making notes in our CRM/database. 

The CRM (Client Relationship Manager) system is very powerful and allows us to automate our business. Many 
of our students use our CRM system to build, grow and scale their businesses. In fact, many have gone from 
just a few deals annually to multiple deals a month by utilizing our CRM technology. At the workshop, we will 
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show you how we manage all the vital information you 
need as an investor within our CRM.  

Stage III: On-Site Property 
Evaluation
In the third stage, you will create what we call a 
comparable package of similar properties that have 
sold in the area that you can review before you visit 
the seller’s property and make an offer. Also in the 
comparable package is our repair estimate sheet, 
which we use when we are on-site at the property to 
estimate repairs. 

We take that information and put it in our buying 
appointment folder, which contains all the contracts 
and paperwork we will use to actually put the property 
under contract, if the seller accepts our offer.  In 
addition to a purchase and sale agreement (the 
contract), the buyer appointment folder also contains 
seller disclosures, the authorization to release agree-
ment, and other essential documents. If the property is 
a short sale, we bring additional disclosures and short 
sale-specific documents.   

At this point, we confirm the appointment over the 
phone and head out to look at the property and the 
other comparable properties. Typically, we want to 
look at three to five closed sales comparables (houses 
that sold) and two to three active comparables (houses currently listed for sale). If there are any comparables 
on deposit (in escrow and pending sale) in the immediate area, we look at those, as well.  

If you are dealing with out-of-state properties, you will need somebody to travel out to look at them. It 
could be a person working with or for you, or a real estate agent who can be trusted to make a proper 
evaluation.

If the property is in your area, you will look at it yourself or have a staff member do it.  Once your business 
starts growing, you’re going to have someone who just does acquisitions and manages the entire process 
on a daily basis.

Before heading out of the door, we make a financial evaluation using our deal analyzer tool. We simply 
punch in numbers to determine exactly what we are going to offer for the property before we meet the 
seller or speak to the agent over the phone.  

Later, we can adjust our offer up or down, based on what repairs are needed inside the property. If the 
property looks like a fixer on the outside and needs a lot of work, generally it’s going to be in the same 
condition inside. After we estimate the internal repairs, we then meet with the seller or the agent at the 
property. Obviously, if you’re meeting directly with the seller, your goal is to put the property under contract 
at a good price that is well below market value. Successfully meeting and negotiating with sellers is not 
something to be left to chance. 
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As in any relationship, effective communication is key. How you handle sellers’ objections will make or break 
the deal EVERY TIME.  At the workshop, we will discuss many of the common seller questions/objections and 
teach you how to handle them.  We will also discuss how we determine what exit strategy we will take with a 
property. We will also show you case studies from some of our recent deals to give you a better understanding 
of how we make decisions on the deals we evaluate. 

Wrapping it Up
The Deal Evaluation System requires organization, education and training, but once it’s in place, it will give 
you predictable and profitable results. That is why we are able to review hundreds of properties a month and 
narrow them down to the ones that have the most potential.

Evaluating Real Estate Deals

“Than... You da man! I really don’t know where 
to start... I’ll just summarize by saying that 
joining FortuneBuilders coaching is one of the 
best decisions I’ve ever made. The tools, the 
systems, the technology and of course the team 
and support are all first-rate. No wonder you 
guys consistently rank #1 in real estate education 
nationwide!  Just a quick message, as promised, to 
update you on my latest wholesale deal: 4 hours of 
work + 30 day escrow! Just another day in the life 
of a FortuneBuilders wholesaler! Yeeaaah buddy, 
I feel a MONEY DANCE coming on! I have even 
more deals in the pipeline now, and I feel like this 
is just the tip of the iceberg. Most people fear 
their uncertain future in these crazy economic 
times, but I now have the knowledge, confidence, 
education and road map to get out there and 
create a highly profitable empire... ahem, 
business... to support my family and finance my 
dreams!  Very sincere thanks to you, Paul, JDizzle, 
Konrad, Jon and the whole FortuneBuilders 
family!”

Terriel Charlebois / Los Angeles, CA

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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Once you have completed your due diligence (the 
reasonable steps required to research and evaluate a 
property), and you believe it’s a good deal, you must 
then determine what your best exit strategy is. 

 The exit strategy you choose will be based on many 
different factors, such as:

• Your short-term and long-term financial goals
• Your experience level
• Your time constraints
• The purchase price
• The financing available
• Where the property is located 
• The property itself 

If you have determined that you are going to buy and 
flip the property, you will most likely decide to either 
wholesale or rehab the property. Rehabbing is when 
you decide to buy, fix, and sell the property, which we discuss in the next chapter. Wholesaling is when you either 
sell the contract to purchase the property or you close on the property and immediately resell the property to 
another investor.

There are advantages to both exit strategies—and the one you choose will depend on the factors  listed above. 
However, for those of you who have not wholesaled multiple properties, or haven’t wholesaled one yet, it is 
important to discuss some of the benefits of wholesaling.   

Section 1: The Advantages of Wholesaling
Wholesaling Transactions Have Very Short Timelines
One of the great things about wholesaling properties is that deals can happen relatively quickly in contrast to 
other more work-intensive exit strategies like rehab projects and other larger redevelopment projects. Anytime 
you get involved in developing or redeveloping properties, the timelines are going to be longer.
 

Chapter 6 -
Wholesaling Basics

“A man can fail many times, but he isn’t a failure 
until he begins to blame somebody else.”

- John Burroughs
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Wholesaling, on the other hand, has the potential to produce profits within six weeks or less, depending on 
how you structure the purchase and sale agreement. That includes every aspect of the deal from the time you 
put the property under contract until the moment you profit (sell it). Generally, you will be waiting on alternative 
living arrangements for the seller or tenant who resides in the property. Of course, there will also be vacant 
properties that you can wholesale within a couple of weeks. 

Wholesaling Can Be Less Risky Compared to Other Exit Strategies
Real estate investing always involves some level of risk regardless of your exit strategy. Wholesaling is not an 
exception to this rule. Your job as an investor is to always understand those risks and try to minimize them in 
any way you can. The great thing about wholesaling is that when you are educated in the intricacies of writing 
contracts, you have a great deal of control over the amount of risk you incur based on how you structure the 
contract to purchase. 

One way to minimize your risk is by controlling the size of your deposit in an intelligent way. This does not 
mean you should put down a very small deposit either because you might risk losing the deal by appearing to 
not be serious about purchasing the property. We recommend that you put down a deposit of $500 dollars 
or more on all transactions. Obviously, if you enter a multiple offer situation you may want to increase the 
size of your deposit to strengthen your offer in relation to other people’s offers. 

Knowledge is power in real estate. Knowing that with a modest deposit you can control a property worth 
hundreds of thousands of dollars for a certain period of time is very powerful. 

Market Risk is Minimized When Wholesaling
There are national trends that affect all real estate markets over the course of six months to a year; however, real 
estate markets generally fluctuate very little over the course of a few weeks or a couple of months. Generally, 
it takes a longer period of time for a market to adjust one way or another. Thus, your market risk is minimal when 
choosing to wholesale real estate. When you sell a contract on a property, the transactions usually happen over 
the course of a few weeks or months. 

Dollars Per Hour
It doesn’t take a lot of time to wholesale real estate as compared to other exit strategies. Like every aspect 
of real estate investing you can definitely operate a successful business on a part time basis whether you’re 
wholesaling properties, rehabbing properties, or buying and holding properties.  

If you set up sound systems to manage your business, the great thing about wholesaling is that most transac-
tions don’t require a lot of time in contrast to other investment methods. When we wholesale a property in our 
office we usually spend between eight and fifteen hours on each individual transaction. This includes the time 
spent negotiating the purchase, opening escrow, and selling the contract or double closing on the property. 
Most of that time involves the coordination of the parties involved in the transaction, processing the paper-
work, and other logistical details involved in the escrow process.

If you have limited time because of a job, consider what your job is costing you. For most, a job provides a basic 
level of security. But in exchange for that security, you may be giving up a lot more than you think.

Section 2: The Wholesaling Process
The wholesaling process is best explained in a series of stages. Keep in mind that the overall timeline will be 
determined by the length of negotiations with both the seller and the buyer.
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Stage 1: Marketing for Deals - During this stage you will execute 
several marketing campaigns, as we discussed in Chapter 4, that 
will generate leads for you to evaluate. 

Stage 2: Deal Evaluation - You will evaluate the properties during 
this stage and determine which properties have the best potential. 
On the properties that have potential, you will submit an offer 
either directly to the seller, to the bank, or to the agent who 
has the listing. Remember, you will be analyzing every deal to 
purchase as a rehab because you should never wholesale a 
property that doesn’t make sense to purchase and rehab. Your 
intent should always be to purchase the property as a rehab, and 
if you have an opportunity to sell your contract to another party 
then evaluate whether or not to do so. However, if you can’t find 
a buyer for your contract then you know you have good investment 
property that you can rehab and make a potential profit on yourself. 

Any buyer interested in buying your contract or buying the property 
you just purchased will analyze the deal as a rehab transaction 
the majority of the time. However, you will occasionally find 
interested buyers who will also want to possibly purchase and 
rent the property as well.

Stage 3: Contract to Purchase - During this stage, you negotiate 
the price with the seller, bank, or listing agent. Remember, you 
always want to negotiate a deal that makes sense for you to 
purchase and rehab from a numbers standpoint. You also have 

to negotiate a large enough discount to be able to create enough of a profit margin so you have the option of 
either selling the contract or the property to another investor. Once you have settled on a price, you will then 
go to contract (sign the Purchase and Sale Agreement) with the seller.
 
Stage 4: Marketing for Your Buyer - Once you have gone to contract to purchase the property you should 
always prepare to close on the property yourself. However, at the same time you have the ability to market 
your contract to other potential buyers to see if anyone is interested in purchasing your contract for a profit. 
Remember, you are not the owner of the property until you close on the property, so you can only market what 
you have-which is a purchase and sale agreement on the property. It’s very important that when you speak to 
other interested parties that you clearly disclose that you are a “contract holder” only and not the owner of the 
property.  

When buyers do contact you about the property it is important to spend time prescreening them in order to 
make sure you are dealing with financially qualified buyers.

Stage 5: Choosing Your Exit Strategy - If you do have an interested party, you have to then determine how 
you plan on closing the transaction by either selling the contract or double closing on the property. 

Stage 6: The Closing Process - During this stage, you will monitor the closing process, making sure you meet 
all of your timelines and that you are in constant communication with all the parties involved in the transaction(s). 
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Wholesaling Exit Strategy #1 – Selling Your Contract
When you wholesale a property, there are two common ways to close the deal. You can either sell the contract 
or you can perform a double closing. Depending on where you do business, there are other names commonly 
used for these two strategies. Sometimes people refer to selling your contract as an “assignment” or 
“assignment of contract.” In other areas they will refer to a “double closing” as a “back to back closing” or a 
“double escrow.”

When you wholesale a property, you MUST sign a valid legal contract to purchase the property from the 
seller - it’s typically referred to as a purchase and sale agreement. Technically, the contract itself gives you an 
“equitable interest” in the property, which gives you control.

When you’re signing the purchase and sale agreement to buy the property, you must check to make sure that 
there are no clauses in the contract that specifically limit you from “assigning” or “selling the contract.” 

That being said, there are some contracts which limit your ability to sell or assign the contract, so make sure 
you familiarize yourself with the agreements that agents in your area are using. If you do find a contract with a 
clause that specifically limits your ability to sell the contract, all you have to do is strike the clause from the 
agreement and make sure all parties acknowledge the change as you would any other point on the contract.

It is important to point out that when you “sell a contract” you are not actually selling the real estate itself, nor 
will you go on title. You are actually selling your rights within the contract itself. Essentially, you are selling your 
right to purchase the property at the agreed-upon terms. The person who buys your agreement will replace 
you and assumes the rights and obligations that are written into the existing purchase and sale agreement.

You will want to make sure your contract buyer sends over a deposit to the title agent, escrow officer, or attorney 
who is handling the closing. Of course, everything will be contingent upon the seller performing as agreed in 
the purchase and sale agreement.

When you have a contract, you can market the contract itself - and not the property itself - because you only 
have an equitable interest in the property by virtue of the contract. At this point in the transaction the owner 
is still on title, which is why you must be transparent regarding your role within the transaction when you are 
speaking with anyone who could become involved in the transaction, like a potential buyer, agent, attorney, 
lender, or title company. You should never pretend to be someone you are not in a transaction—that can get 
you into trouble.

What are the positives of selling/assigning a  
contract?
There are pros and cons to selling contracts. First, 
when selling a contract, you will not usually incur 
additional transaction costs because you are not 
technically purchasing the property. Therefore, if 
you sell your contract for $15,000, that is what you 
will receive. This is not the case when you double 
close on a property. When you double close, you are 
buying the property and then selling the property, so 
what you incur will be normal transaction costs like 
you would in any other real estate transaction. Usually, 
the buyer and seller each have transaction costs they 
incur when purchasing and selling a property.
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What are the negatives of selling/assigning a 
contract?
If you are dealing with an investor buyer who is using 
traditional bank financing, you must get on the phone 
with the buyer’s mortgage broker and/or lender and 
let them know that you are selling the contract. Many 
banks have very conservative underwriting guidelines 
right now and some will choose not to finance the 
property if there is a particularly large assignment fee 
going on the HUD. Once again, you must disclose this 
to the buyer’s lender.

In some instances we have had to double close because 
the buyer’s lender wouldn’t finance the transaction 
with an assignment. This is completely dependent on 
the lender the buyer is working with and the underwriting 
guidelines of the lender. Once again, cash buyers are 
the majority of investors that we sell contracts to - be-
cause they are the easiest type of buyers to work with.

Common Misconceptions About Wholesaling 
People often have misconceptions about wholesaling. A lot of uneducated investors sometimes confuse 
wholesaling with bird-dogging.

Bird-dogging, or being paid a referral fee for locating properties for other investors who then purchase the 
properties directly from the original homeowners, is illegal without having an active real estate license. The 
bottom line - don’t do it. And this is another reason why is it important to get legal advice anytime you are 
involved in any type of real estate transaction.

Again, it is very important to be completely transparent about your role within a real estate transaction. Some 
of our students are licensed real estate agents who also invest, so transparency is needed to let all parties know 
your role within the transaction. Sometimes a student of ours is the investor who is the principal within the 
transaction and he/she is either buying or selling the property. 

Other times, students who are licensed agents are acting as the listing agent or buyer’s agent within a transaction. 
This is why you must always be transparent and disclose your role so that there is no confusion for the other 
parties within the transaction.

Wholesaling Exit Strategy #2 – Double Closing
A double closing, or a simultaneous close as it is sometimes referred to, means purchasing the property and 
reselling the property at a later time. This could be the same day, the next day, or 30 to 60 days later, depending 
on the deal. Your company will go into the chain of title and you will be the owner of the property for a short 
period of time until you resell it. It is not very different from the way you would normally buy and sell a property 
when it comes to opening and closing escrow. The difference is that the timeline in which you own the property is 
much shorter, so there are things you must coordinate and be aware of whenever you are performing a double 
closing.

What are the positives of performing a double closing?
In today’s market, it will be easier to double close a wholesale deal if your buyer is buying the property with 
bank financing. However, there are some banks that will question if the property was transferred in the past 30 
to 90 days and will either pull the mortgage from the buyer or require a second appraisal before they finance 
the deal for the buyer. Some banks will require that you own the property for a certain number of days before 
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they will finance the buyer. That doesn’t mean these transactions can’t be completed. It just means that you 
may have to hold the property for a certain number of days or wait until the buyer is able to find another lender 
- which is why you will prefer dealing with buyers who are buying with cash or getting a hard money loan, rather 
than traditional financing. In both instances you will have fewer hoops to jump through.

It is important to note that you can’t “pass through” or use your buyer’s funding to close the initial purchase of 
the property. Instead, you will need to fund the initial purchase and close on the property with your own cash 
or your own financing. This is why we teach investors how to raise private money from private money lenders at our 
workshops. In these scenarios, your private money lender will loan you the money for the purchase and will be 
paid back when you sell the property.

When you buy from one party and then immediately 
resell the property, there are two settlement statements 
created. The first settlement statement, the HUD-1, is 
between you and the seller, where the numbers reflect 
the original sale price that was negotiated. The second 
settlement statement reflects the new sale price 
between you and your new buyer. 

Are there any negatives to performing a double 
closing?
Some title companies or attorneys will not be familiar 
with double closings or will choose not to perform 
them. This is not something you should worry about 
because it is relatively easy to find a title company or 
attorney who has worked with investors and under-
stands these types of transactions. Be sure to get 
recommendations from other investors in your area. 
Usually, the company you will end up working with has 
a lot of investor clients.  

Wrapping it Up

Wholesaling is a great strategy to learn and can definitely be an exit strategy that has the potential to create 
profits in a very short period of time. There will be many times where you are too busy working on other rehab 
properties and a great deal comes along which you can get under contract. In that instance, knowing how to 
wholesale can be a very valuable strategy for you because you can still earn a nice profit on the deal instead of 
having to pass on the opportunity.

The other great thing about wholesaling is it can be done with any type of property from single-family homes, to 
condos, to land, to commercial properties. 

Every real estate market has deals that can be purchased significantly below market value. The market or area 
doesn’t matter because there are distressed properties in every real estate market. To be successful as a whole-
saler requires a complete real estate education, high-performance marketing campaigns, great system and 
tools to manage your leads, and a desire to execute the right business model.
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“FortuneBuilders Team,
Thank you very much for everything you do!  
Thanks to all your help, I just closed my best 
wholesale deal so far: last week on my birthday!  
I was on vacation in Punta Cana, Dominican 
Republic while the deal was closing.  This is the 
first time I have been on the beach vacationing 
while a deal was closing. I look forward to 
continuing growing my real estate business. 
I am extremely happy and blessed to be a 
Fortunebuilders coaching student. Thank you for 
everything! Success is great!”

Carlos Chica / Orlando, FL

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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If you have ever seen one of our episodes on A&E’s Flip this House, then you have watched our company rehab 
properties and sell them for significant profits. In fact, we were originally selected for Flip this House after A&E 
did a nationwide search for some of the most successful real estate investors in the nation—investors 
doing a large number of rehabs. The producers wanted to film several new episodes because the show was 
so popular. They were specifically looking for a cast who was regularly completing 50+ rehabs a year, and 
had systems in place to do consistent deals every month so that they could film multiple episodes at once. We 
were selected, and we have filmed many episodes since. 

In this chapter, and more specifically at the workshop, we will walk you through some of those systems. I do 
want to be upfront—this area of investing requires the most time to learn. Learning how to rehab properties 
and manage contractors is something that demands dedication, time, and intensely focused hands-on workshops 
where you are actually on the jobsite. I would like to give you an overview of how we manage the projects we 
rehab. 

The great thing is that if you are willing to dedicate the time to learn this segment of investing, it will most 
likely prove to be your single biggest revenue generator. Over the years, rehabbing has consistently been our 
most profitable exit strategy. It has also been the single biggest generator of revenue for our students, as well. 

The reason is fairly simple. When you wholesale, you are generally selling properties to other investors who are 
going to rehab them and resell them to retail buyers. You are dealing with other investors who need enough 
of a margin to make a profit. Thus, your profit margin and work level will be lower when you wholesale. Less 
work is great when you are starting out, but most of our students would rather learn how to rehab properties 
so they can make significantly more money on each deal. Of course, with bigger rewards comes more risk, so 
there is no substitute for education.  

Chapter 7 -
Rehabbing

“Success doesn’t come to you; you go to it.”
- Marva Collins

Rehabbing
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There are advantages and disadvantages to both wholesaling and rehabbing, and the exit strategy you choose 
will depend on your goals. For those of you who have not successfully rehabbed several properties, it is important 
to discuss some of the benefits.

In this section we will first discuss some of the advantages of rehabbing properties, then we’ll go over what you 
need to know in order to be successful. 

Section 1: The Advantages of Rehabbing
There is nothing easy about real estate investing if you are a relatively new investor who has not spent the time 
educating yourself about the business. Uneducated people often tell me they are going to do a real estate 
deal first and then spend time learning. Obviously, there is significant risk in real estate and this type of backwards 
thinking usually leads to the horror stories you occasionally hear about. Even though rehabbing can be profitable, 
please note it does not guarantee your success. The only way to increase your probability of success is to get a 
world-class education.  

Small Rehabs are Some of the Easiest Deals to Complete
Small rehab properties, in my opinion, are some of the easiest deals for relatively new investors. The one thing 
that makes wholesaling challenging is that you have relatively short timelines to line up your buyer for the 
property while you are still on contract. This is easy to do with a fantastic education, once someone has started 
to build a buyers list; but for someone without experience, it may be easier to buy the property, fix it up, and 
then find your buyer. I would highly recommend you start with a very small and manageable rehab unless you 
have construction experience. Then, over time, as your experience grows, you can take on bigger projects. 

Versatility Equals Profitability
When you become knowledgeable and experienced at rehabbing, it gives you more options to profit on a 
wider variety of deals. For example, you may find a seller who will sell at a significant discount, but they want 
you to close in seven to ten days. In this instance, unless you have a large buyers list, your best exit strategy is 
to buy the property and then rehab it. If you don’t have the knowledge or experience yet, then you will have to 
pass on the deal. 

Your knowledge will also make you a better and more effective wholesaler. It will be easier to build trust with 
other rehabbers who are buying your properties when you are knowledgeable about what it will take to repair 
it. You build trust with a buyer by giving his or her extremely accurate information about the property, the amount 
of work it needs, and its true after-repair value. If you’re working with an experienced rehabber, the more 
competence and confidence you display, the higher the price you can negotiate. If the buyer thinks you are a 
joker because you lack knowledge, it could really hurt your credibility and reputation in the local market. Your 
reputation is everything in your business. With rehab experience under your belt, you’ll have firsthand knowledge, 
confidence, and the knowhow to clearly communicate with anyone you work with. This separates you from 
other investors and gives you a competitive advantage. 

Larger Profit Margins
Obviously, when you buy properties at the right price and have solid systems in place to manage the construction, 
you can make significantly more money on the properties you choose to rehab. We won’t purchase any 
single-family property here in San Diego unless we are going to make $60,000 or more in profit on the rehab 
deal. In Connecticut, where we’ve also been buying and selling properties for years, we won’t purchase and 
rehab a property unless we are going to make at least $30,000 on it. (We deal in lower price range areas in 
Connecticut.) 

At the workshop, we will show you how to analyze a deal in your market and what profit margins you should 
shoot for depending on the price points of the properties you are buying. 

Rehabbing
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Making a Difference
Adding value to properties through renovations is not only very profitable, but also very rewarding. You are 
providing a great service, not only to the city in which you do business, but also to the end buyer of the newly 
remodeled home. Turning blight into delight!  It’s incredibly rewarding to be approached by neighbors of 
the property and to hear them say, “Thank you so much for fixing this property. It’s been an eyesore in our 
neighborhood for quite some time, and I know the value of my home will increase as a result of this house 
being improved—thank you.”

Our company and many of our students have become very well known within our local communities because 
we are improving neighborhoods with the work we do. Think of it from the cities’ point of view. You are taking 
on ugly, blighted properties, and fixing them up. Those properties can once again generate tax revenue for 
the city and will increase property values. If you want articles written in the local news media about the rehabbing 
work you do, that’s easy if you’re doing great work. And it only helps your credibility with other real estate 
professionals you deal with.  

What is even more rewarding is seeing the excitement and pride the buyer exudes when that buyer purchases 
the picture-perfect home you’ve just rebuilt for them.

Section 2: The Rehabbing Process
The most important action in growing your rehab business is breaking the entire rehab process down into 
stages. This separation allows you to streamline so you don’t have to spend as much time on the jobsite. The 
beauty of systems is that when you have them in place, you can manage projects from afar and multiple 
projects at once if you wish. This is also why our students—even those with relatively little experience—
are so successful. 

Once again, if you are a new investor you should ALWAYS start out with projects that only need minimal work 
so that you don’t get in over your head. Over time, as your knowledge and confidence grow, you can begin to 
take on increasingly larger projects that ultimately prove to be even more profitable.  I would never recommend 
starting with a project that needs to be completely gutted and rehabbed unless you have a construction 
background, systems in place, and a complete real estate education covering all areas of the business. I have 
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seen many investors with a construction background struggle because they end up working on the jobsite 
themselves. The goal for those of you with a construction background is to remove yourself from the day-to-
day work and approach the business from an entrepreneurial perspective. You are not investing when you are 
working on the jobsite. When you are hammering nails, you are valuing your time at $15 to $35 an hour. 
Investors are worth hundreds to thousands of dollars an hour when they work strategically with the right 
systems. That’s why you want to have the right systems in place, to hire an extremely qualified team, and 
to simply manage the construction. This allows you to focus on what’s important—finding other deals and 
growing the business.  

For this section, let’s start by giving you a breakdown of the rehab process. It begins when you have put the 
property under contract and you’ve decided to rehab the property. You will have already walked through 
the property once and estimated the repair costs on the property. 

At the workshop, we will show you the online tools and the database we have developed that makes 
tracking offers, estimating repairs, rehabbing properties, and managing all the information within your 
business very easy.

Stage 1: Scope of Work Development 

The Scope of Work is the key to setting up your rehab project for success. It is a step-by-step checklist that 
itemizes exactly what has to be done throughout the entire property for your contractors. It is broken down by 
area of the house and lists everything that you want done to the property. Included in the Scope of Work, 
you will also list all the materials you want the contractor to use with product SKU numbers and cost 
estimates for the material. 

When a contractor reads the Scope of Work, he or she should have a clear visual of what your finished 
property will look like. You will reference the Scope of Work during every step of the rehab project and this 
will help eliminate communication discrepancies that can happen during the process of rehabbing homes. 
You will also use it to formulate your payment schedule with the contractor. 

When you have a detailed Scope of Work, you will receive much better pricing from contractors who are 
bidding on your job. This type of preplanning will save you a lot of time and money. 

During this second walkthrough of the property to determine your Scope of Work, you should also bring 
the following items:
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Camera
Taking “before” pictures allows you to reference the property when creating your Scope of Work. The photos 
are also necessary if you sell the property to a retail buyer who is using conventional bank financing. Sometimes 
the lender will want to see proof of all the work you have done, especially when you are selling the property for 
significantly more than the purchase price, and in a very short timeframe (for example, if you bought a property 
at $100,000 and two to three months later you’ve put it up for sale at $200,000.)  Send the lender your before 
and after photos and your completed Scope of Work. 

You will also use these before and after photos for your credibility kit when you are out recruiting private 
moneylenders. Of course, it is also rewarding to see the end results of your labor, so keep photo records of 
each project.

Graph Paper
You may have plans to change the existing layout of the property—you may decide to rip down walls, open up 
rooms, redesign kitchens or bathrooms, or maybe add a picture window to maximize space. If you are considering 
changing the layout, use graph paper to sketch out a new layout with corresponding measurements. Many 
homes you rehab will not require a layout change, but you should always be prepared just in case. 

Lockbox
Putting a lockbox on the property which includes the house keys during the initial walkthrough will save you 
time and allow your contractors and employees to access it as needed, so everyone can work more efficiently. 
This simple detail can save you a tremendous amount of time over the course of many projects. As you know, 
time is your most valuable resource. So I highly recommend you buy yourself a lockbox.

Advertising Material
Bring advertising materials and leave them at the property to promote your business! We typically put 4’ x 8’ 
banners on the outside of a house or on the roof. You can post signs on the front lawn promoting your home 
buying business, as we discussed earlier in the bandit signs section. Absolutely take advantage of this free 
advertising opportunity!

Flashlight
It is always a good idea to carry a flashlight in case power has not been turned on or it does not work. You do 
not want to waste a trip due to a lack of lighting.

The Scope of Work is the foundation of the rehab project. It standardizes the materials you’ll use, saves you 
time, and holds contractors accountable.

Stage 2: Job Bidding & Contractor Selection

When it’s time to start taking in contractor bids, bring in multiple contractors. Print up your Scope of Work and 
make at least five to ten copies of it to leave on the jobsite.

Include a Standardized Quote Itemization Form that dictates to the contractor exactly how you want his bid to 
look when he sends it back. Contractors will fill in their material and labor cost for every component of the job 
so you can compare apples to apples. Leave the copies at your jobsite and you can begin sending contractors 
to the house.

Ideally, you will want AT LEAST three bids from every type of contractor that you need to hire. You want to 
keep your best contractors honest by communicating to them that you will receive multiple bids on every job. 
Over time you will develop relationships; eventually you may not need to get three quotes every single time 
you do a rehab, but you should never violate this rule when you are getting started.

Do not accept a flat quote from a contractor for the entirety of the job. Always have the contractor itemize a 
quote so that you know what they are charging you for, for every single component of the job. This way if you 

Rehabbing



57

feel one item is priced too high, you can either negotiate it or find someone else to do that work at a better 
price. If you’ve received a significantly better price on certain components of the job (e.g. the roof) you can 
plug another contractor into that specific element of the rehab and save a lot of money. 

What’s most important is that contractors must understand that you are not a retail customer who accepts 
retail pricing. As an investor you will have multiple jobs throughout the year, and this absolutely needs to be 
communicated to every potential contractor. All the contractors you work with must know that they need to be 
prepared to offer highly competitive pricing on every element of the job to be awarded the work.

Stage 3: Contract Communication at Signing

At this point, you’ve received contractor bids, you’ve evaluated each bid, you’ve made your decision, and it’s 
time to sign the paperwork to get the project underway. The responsibility of getting your actual documentation 
signed and in order is something EVERYONE needs to adhere to. DO NOT rehab property without filling out 
the proper paperwork to protect yourself as the investor. 

It is important to influence and motivate the contractor beforehand by letting him know the potential for repeat 
business if he adheres to your guidelines. We use an Introductory Contractor Meeting Outline to make sure 
we cover all the points before we sit down and sign the paperwork.  

When you meet with the contractor you want to hire, you need to discuss the standardized materials in the 
Scope of Work and make it clear that you will not be looking over the contractor’s shoulder. Explain your ex-
pectations and lay out your communication parameters  for the length of the project. It is important to clarify 
the task at hand and your timelines. You must dictate that you do not do business with any contractor unless your 
paperwork is signed. Frequently, a contractor comes in and wants you to sign his paperwork, which is not how 
you do business. Make it clear that you only do business with contractors who use your paperwork. 

You’ll find that good contractors are excited to work with you because you come across as professional. They 
know you are organized because you have a Scope of Work developed and a set system for how you want the 
work done. A professional contractor realizes that this level of organization allows them him to get his work 
done faster, and therefore he will be paid faster. 

Stage 4: Six Critical Documents That Require Signatures

Independent Contractor Agreement 
This agreement is the meat and potatoes, and is vital to your success. It outlines conduct and behavior rules, 
timelines, warranties, penalties, specific insurance the contractor must have, and who will be pulling permits. 
Cover everything. It’s the first and most important binding agreement; if a contractor doesn’t sign it, you will 
not do business with him. 

We save a tremendous amount of money each year by making sure everything is covered in this agreement. It 
protects us and limits our liability. 

Scope of Work
You may need to make a few changes after listening to contractor suggestions, taking a third walk-though, etc. 
Before you sit down to officially sign with the contractor and sign all agreements, your finalized Scope of Work 
first needs to be fully discussed and signed off on. 

Payment Schedule
The Payment Schedule outlines each payment the contractor will receive, with benchmarks and milestones that 
need to be reached before payment is made. For example, on medium-sized projects we usually set 5 milestones 
with payments that correspond to those milestones being reached. Without this clarification, you WILL run into 
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problems with the contractor. On the other side, you NEVER want to get ahead on payments and behind 
on work.  
 
Contractor Insurance Indemnification Form
This form clearly states the minimum insurance requirements the contractor needs to have; it also assigns the 
responsibility of insurance to the contractor who must keep the required level of insurance current. 

When introducing this form to a contractor, we require that our company be added as additional insured. 

The insurance document should specifically identify the property being covered, and the insurance binder has to 
be faxed or emailed back to you. This document also gives you additional proof that the contractor is in fact an 
independent contractor and not an employee of the company. 

W9 Tax Form
You also want to get a W9 filled out and signed by the contractor. At the end of the year, you MUST have all 
the necessary documentation to 1099 all of your contractors you’ve used so that you are not responsible for 
their tax liability.

After their first job with you, they do not need to resign this document until the next year. 

Remember, you’ll be working with a lot of contractors just ONCE. If you don’t have the W9 with the necessary 
information and you can’t track down a contractor, you could have a tax issue and you could be held responsible 
for the associated taxes. Do you see why knowledge is power and how it can save you a lot of money?

Final and Unconditional Waiver of Lien
The waiver of lien protects you against any disputes that arise from bogus or fraudulent mechanics liens that 
might be filed by the contractor against the property. This waiver is not signed upfront; it is signed at the end 
of the job. However, it’s imperative that you thoroughly review it with the contractor during your initial meeting. 
You need to explain to the contractor that before he receives his final payment, they will need to sign off on 
this document.  

By introducing this form before the job starts, I’m able to handle any objections they may have to signing it at 
the end of the project. You will have less hesitation at the end of the job because the contractor knows he is 
going to be held accountable, and he needs to sign the document if he wants his final payment. 

Saving These Documents
Every single document must be signed, organized and filed so that it can be easily found in the future. Even 
with the smallest job you NEED to get all of these documents signed because it limits your risk. You need 
everything signed at the beginning of the project—it is harder to introduce these documents in the middle of 
a project.    
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Stage 5: Managing the Rehab Process 

The key to managing a successful rehab project is to properly prepare prior to starting the actual work. This 
is why a lot of your effort as an investor is done before the job starts - so that contractors know exactly what 
needs to be done when it’s time to get to work. 

It is important to note that you should always try to complete the first three steps during the closing 
process, and within a week of closing on the property. You will not sign contracts on work to be completed (of 
course) until you close on the property. 

Before the work begins, you must have your contractors pull the necessary permits and coordinate any inspections 
that might be necessary. Never, ever cut corners in pulling permits. This is the quickest way to hurt your reputation 
with the local building department. You want to build strong relationships with all inspectors, city officials, and 
everyone in the building department. It will make so many things much easier over the life of your business. 

Final Kickoff Meeting
You need to have one last meeting on the jobsite the day before work begins. Get as many of the subcontractors 
there as you can for this meeting so you can do one final all-hands-on-deck review of the Scope of Work with 
everyone at once. If there are contractors at the meeting who don’t know each other, they will then have the 
opportunity. It is vitally important that all of your subcontractors meet—their communication is vitally important 
to the success of the project. 

At this meeting, you’ll review the Scope of Work and you’ll answer any questions your contractors may have. 
You will also cover the milestones for the project—where one contractor’s work finishes, another begins. 

If you are using a General Contractor (GC) or project manager, make sure he is introduced. He should actively 
take part in the meeting because all contractors on the rehab will report to him. 

After this final meeting, the work will begin. Then the focus is on milesones. In the example below, there are 
five milestones in a single-family full gut rehab, where significant renovation is being done. 

Milestone 1: The Clean-out 
During this phase you are gutting a portion of of the property or the entire property by removing walls, old 
sheetrock, etc. You may just be cleaning out trash within the property if the property does not need to be 
gutted.

Milestone 2: The Frame-out
During this phase your carpenters and their crew will take care of any framing that may be necessary within 
the property. As they are framing, your carpenters should mark out every aspect of the layout. This is so your 
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plumbers and electricians know exactly where all the 
sinks, tubs, refrigerator, stove, phones, etc., are to be 
placed. Once the carpentry work is done, the rest of 
your contractors will come in. 

If the house needs a new roof, siding, or windows, at 
this point you will want this work done as well. 

Milestone 3: The Rough-Out
During this stage of the project your electrician, 
plumber, and HVAC (heating, ventilation, and air 
conditioning) contractors will come through and 
rough everything out. This is when your electrician 
will install the proper wiring, smoke detectors, cable, 
phones, etc. The plumber will come through and do 
the plumbing in the kitchen, baths, etc. Your HVAC 
work will be done with the heating and air conditioning 
at the same time. 

At the end of the rough-out, you will have your first round of inspections. The order of operations is import-
ant here. First, you must get your plumbing, heating, and electric inspected. Then your head carpenter will call 
in for the final rough inspection by the framing and building inspector.

Milestone 4: Insulation Work
After the final rough inspection is complete, your contractors will then want to complete any insulation work 
that needs to be done. Once insulation work is completed, you will have another inspection before the finishing 
work can be started.  

Milestone 5: Finishing Work
Once the insulation inspection is passed, you can now sheetrock, tape, sand, and get ready for the trimming 
work. The carpenter will trim out doorways, windows, and and baseboards. Once the trimming is completed, it’s 
time to paint. After the interior is painted, the plumber, electrician, and HVAC come back in for a second time to 
trim out other elements and drop the fixtures in. Last but not least is the flooring. Flooring and carpet are always 
the LAST things to go in!    

When the finishing work is completed, you will then go for your final Certificate of Occupancy (CO).  Your last round 
of inspections to obtain your CO follows the same order as the initial rough-out inspections. First, all of the 
subcontractors must get their final inspections signed off on before the building inspector comes in to issue 
you your final CO.  

Stage 6: The Property Closeout

The job should now be very close to complete and you will do your final walkthrough with your punch list. 
There WILL inevitably be a few things your contractors have missed that must be touched up or readdressed.  
Make notes on the punch list of everything that needs to be finished and any touch-ups that must be completed 
before you make their final payment.  

Once your contractors have completed the final punch list and you have checked their work, they need to sign 
the Final and Unconditional Waiver Of Lien. Once they have signed it, give them a copy along with their final 
payment. 

Stage 7: Preparing to Sell

Once the contractors are done with the final punch list, you have two more things to coordinate. 
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First, you want to get a cleaning crew to make sure the property is spotless. Buyers have a hard time imagining 
themselves in a house that is dirty. Women tend to have the final say when purchasing a home, and if they are 
not pleased with the cleanliness of the home (especially the kitchen and baths), it’s bad news for you. 

Next, you want to get the house staged. Staging a house is one of the BEST things you can do to sell the 
house faster. Potential buyers have a much easier time imagining living in your house when it is staged properly. 
We do this even in lower price point areas. It is one of the better small investments you can make to get a full 
price offer.  

The important areas to stage are: the kitchen, the master bedroom, the master bath, the living room, and the 
dining room. You ideally want to stage all rooms, though if you have an unusually large house, you may just 
focus on the key rooms. 

Do take the time to make sure the house smells nice while the house is being staged for you. Fresh potpourri, 
candles, and scented plug-ins are always nice touches. 

Finally, when the house is staged, have professional pictures taken of the property that you can use in your 
marketing. Professional photography often brings more showings. Also be sure to keep copies of the photos to 
document your work. It will build credibility for future jobs.  

After the work is done, be sure to change the lockbox code to prevent theft. Make sure you have complete 
knowledge and control of anyone going in and out of the property and when. 
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Wrapping it Up

Obviously we have only given you an overview of the rehab process in this chapter. There is much more to 
learn, but what we’ve covered here should give you a basic understanding of the different stages of the rehab 
process before the workshop, where we’ll go into much more detail. 

Rehabbing

“Than, Paul, and JD,
I just wanted to say thanks to all of you.  I started 
with you guys a few months back and immediately 
attended your Advanced Rehabbing Bootcamp. 
Since that time, I’ve rehabbed quite a few 
properties and made a lot of money.  I’ve started a 
real estate investment company which has several 
different arms. I will be forever grateful to you 
guys for exposing me to a world that I didn’t even 
know existed and for giving me the confidence to 
move forward!  

Debra Johnson / Hayward, CA

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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In real estate the saying is, “You make your money 
when you buy and you realize your profit when you 
sell.” Obviously, if you pay too much for a property, 
the deal becomes more difficult. That is why it is critical 
to understand your market and how to evaluate deals 
properly so that you can be absolutely sure you are 
always making an appropriate offer. When you buy 
the property at the right time and at the right price, 
it gives you a margin for error, knowing you are going 
into the project with a large spread. That being said, 
you can greatly enhance your profit with a systematic 
and streamlined process for selling properties. 

The three keys to getting any property sold are how 
you price the property, the condition it is in, and the 
exposure it receives. Of course, the process will vary 
depending on whether you are selling one of your 
wholesale deals or one of your rehab deals and the 
size of your buyers list. 

For the sake of clarity, I have divided this chapter into 
two parts discussing the process of selling your wholesale properties and of selling your rehabbed properties. 

Section 1: Selling Your Wholesale Properties
Start your sales process as soon as you put a wholesale deal under contract. When you are a relatively new investor, 
you have to follow a very specific marketing plan that includes multiple marketing strategies to sell the property. 
Over time, as you build your investor buyers list, you will market less because the primary way to sell your 
properties is by sending an email blast to your investor buyer email list. 

For example, when we put a wholesale deal under contract, we usually send one email to our local buyers list 
and we will generally have a buyer lined up for the property within 48 hours. This is why you must continually 
add people to your buyers list throughout the year. At the workshop, we will show you the marketing strategies 
we use to build this buyers list, the technology we use to manage and segment our buyers, and how we market 
to them. We have completely streamlined this process, and it is easy for you to implement. 

Chapter 8 -
Selling Properties

“Success is not final, failure is not fatal: it is the 
courage to continue that counts.”

- Winston Churchill

Selling Properties
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Pre-screening Investor Buyers
When an interested investor contacts you regarding one of your properties, you need to take the time to 
pre-screen them properly. Obviously, you have a contract to purchase the property and you have made a 
commitment to the seller, so you don’t have time to waste. There are a lot of new investor buyers out there 
who will sign a contract to purchase a wholesale deal from you, but their inexperience can sometimes slow 
down the closing and make the transaction more laborious. That is why it is important that you be crystal clear 
in your communication with all potential buyers. You don’t want to risk ruining your reputation because 
you didn’t take the time to pre-screen potential buyers properly.

The reason you want to pre-screen buyers is threefold. First, you will eliminate buyers who aren’t serious—
those who are able, willing, and ready. Second, by pre-screening you will get the chance to make your 
expectations clear and limit their desire to try to negotiate price. Finally, you’ll communicate the closing 
process so everything happens on a very succinct timeline. 

Begin the pre-screening process by gathering as much information about the investor as possible over the 
phone, before you decide to show someone the property. Gather his basic contact information so you can 
create a new buyer record within your database. Then you’ll focus on getting to know the buyer in order to 
establish rapport and develop a working relationship. Find out what type of properties he is interested 
in. Most importantly, you’ll want to find out how he 
plans to fund the potential deal should it interest 
him. Finally, find out how experienced he is and how 
long he has been buying and selling real estate. 

We interview potential buyers using our Investor Buyer 
Interview Sheet. This is a two-page questionnaire we 
use to gather strategic information about the buyer. 
That information goes into our database so we can 
follow up with that buyer either now or in the future. A 
lot of buyers may not be ready to buy a property now, 
but they may be in the not-so-distant future. That is 
why you need to save all this information in a back 
office database. 

Learning these details about your prospects allows you 
to cultivate a new market of buyers and convert some 
of the newbies into future buyers. By understanding 
their fears and by answering their questions, you are 
profiling and developing an emerging customer base. 
From that customer base will come future business.

Interviewing and sorting through prospective investors can be a very time-consuming process when you don’t 
have a system. When I was first starting in real estate, I met with a lot of prospective buyers. I found out very 
quickly that it wasn’t the best use of my time. 

In order to make the process efficient, we created a systematic process where potential buyers actually pre-screen 
themselves.  Prospective buyers land on our website, where they are taken through a two-step process. First, 
we gather their basic contact information via a webform on the landing page, which then takes them to a second 
page where they fill out a detailed buyer application. All of the information is immediately saved in our back 
office business management system. 

If the buyer calls our office, someone in the office pre-screens them, gathers their information, and then enters 
the lead into our database. Many of our students use this same system, although most of them outsource the 
pre-screening and lead intake to either virtual assistants or an outsourced call center that we recommend. This 
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makes it very convenient for investors. They are notified anytime they have a new lead, and they don’t have to 
spend all of their time on the phone with prospective buyers.

Verifying Financing
Once we have a buyer who is interested and makes an offer, we will always verify his funding before we sign 
the contract. If he is buying the property with cash, we have him send us a bank statement or a proof of funds 
letter from wherever he is sourcing his cash. 

If the buyer is financing the deal, we ALWAYS get on the phone with the mortgage broker, hard moneylender, 
or the bank to verify that the buyer is qualified. At the same time, we make sure the lender understands the 
nature of the transaction. 

Cash is King
When you wholesale a property, you should always 
remember that “cash is king.” If your buyer is buying 
with cash, the deal will be  much easier to close. 
Whenever I need to make a choice between different 
offers on a property, I always lean towards taking the 
cash offer. 

The strength of the offer, including all contingencies, 
closing dates, and deposits must factor into your de-
cision. I can’t tell you how many times I have chosen 
to go with a lower cash offer over a higher offer from 
a buyer who wanted to use traditional financing. I 
want to know that my wholesale transactions will close 
and that I won’t have to help push a buyer’s financing 
through. Time is money in the real estate investment 
world, and if I have to spend a whole week trying to 
push a deal through because of the buyer’s financing, 
then I will be losing a good amount of money in other 
areas of the business.

Signing the Contract and Getting the Deposit
When you are dealing with an investor as opposed to a retail buyer, you need to be much stricter on the terms 
of the contract and the deposit. First, when you’re wholesaling make sure the deposit is sizeable enough so 
that the investor has something on the line. Likewise, you will compare the strength and terms of the different 
offers you get from investors. You should be very clear in your communication to investors that you expect very 
few contingencies within the contract. I recommend that inspection contingencies be no longer  than 72 hours. 
You should expect the investors you deal with to be knowledgeable enough and comfortable enough with their 
deposit “going hard” (meeting all its contingencies) after a very short period of time. The last thing you want to 
deal with is an investor backing out of the deal weeks after you have signed a contract with him.

On properties you are wholesaling, the only time you would sign a contract with financing contingencies is if 
you have a flexible seller and you have spoken with the lender who is representing the buyer and you have 
verified all the terms. Even with a substantial deposit, you always want to make sure that you verify everything 
with the lender and that he understands the nature of the transaction.

For buyers who do not have pre-established funding relationships, make sure you refer them to local hard 
moneylenders. This is why you must have a relationship with a hard moneylender so you can quickly hand off 
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potential investor buyers in order to get financing. This is an excellent way to convert some of the would-be 
buyers into viable customers—and drastically expand the pool of investors to whom you can market your deals. 

Keeping in Contact with Your Buyers
Pre-qualifying your buyers and building good relationships does not assure that the transaction will close. That 
is also why you must stay in constant communication with all parties during the closing process. That is why you 
always want to encourage your buyer to use as many of your preferred real estate professionals as possible. 
When you are working with your mortgage broker, your title company, or your attorney, you have significantly 
more control over the deal. 

You or someone who works with you should always be present at the initial showing, the inspection, and the 
appraisal on the property. Not every buyer will need to get back into the property for a formal inspection or an 
appraisal. If the buyer does need to get back into the property, you have to make sure you are present so that 
you can handle any questions or concerns the buyer might have. 

Section 2: Selling Your Rehabbed Properties
When selling rehabbed homes, it is a similar process, but there are slight variations from a wholesale deal. First, 
you will generally not be selling your rehabbed property to an investor. Your preferred buyer will be someone 
who is going to live in the property, and who will pay full retail value for your home. Of course, the exception 
would be when you are selling rental properties that you may have rehabbed. 

When you are selling properties at retail, start your sales process two weeks before you are done with the 
rehab work on the home. Starting before you finish gives you extra time to find a buyer and can cut down on 
your holding costs. 

If you are not a licensed agent and you haven’t built a buyers list yet, we highly 
recommend that you list the home with a really good real estate agent in your 
area. In fact, you should probably list your first few rehabs with an agent when 
you are new to investing. A good agent is worth his or her weight in gold. When 
you work with an agent, you obviously have to pay a commission, but it’s more 
than worth it if the agent is good. A good agent will handle marketing the home, 
meeting with potential buyers, and will take care of parts of the closing process, 
which will free up your time to work on other deals and get more deals lined up. 
If you have a good marketing pipeline to find deals, you will be able to make 
a lot more money focusing on finding your next deal than you would saving 
commission by selling the home yourself. There is always an opportunity cost to 
putting in the time to sell your house yourself. Of course everything depends on how many deals are in your 
pipeline, how big your buyers list is, and how good the agent you choose is. 

Types of Listing Agreements

It is important to note that you do have options as to what type of Listing Agreement you sign with your real 
estate agent. Most agents will only want to sign Exclusive Right-to-Sell Listing agreements. This type of listing 
agreement is by far the most commonly utilized agreement by all agents and some agents won’t work with 
you if you don’t sign this agreement. It gives the agent the exclusive right to earn a commission by representing 
you and bringing a buyer, either through another brokerage or directly. You pay both the listing and selling 
broker fees. Under this agreement, if you bring the buyer to the table the agent will still be paid his or her 
commission. This type of agreement will be the realtor’s preference, as it secures that he or she will be paid a 
commission if the property sells during the time he or she lists it.

The other type of exclusive listing agreement is an Exclusive Agency Listing that gives you more leeway as the 
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owner of the property. Under this type of agreement, 
you are committing to using their agency services 
exclusively; however, if you find the buyer for the 
property yourself and facilitate the sale, you do not 
have to pay a commission to the listing agent. It is 
only when the listing agent procures the buyer that 
you pay his or her commission.  

Agents will always prefer to sign one of these 
“exclusive” agreements. It can benefit you as the 
investor because agents who have an exclusive will 
usually put more time and money into marketing the 
property.

An Open Listing is worth mentioning, though it is 
rarely used because most agents will not agree to it. Under an Open Listing, like an Exclusive Agency Listing 
you have the right to sell the house yourself and you don’t have to pay an agent. It also gives you the right to 
execute as many open listings as you like with other real estate agents. 

If you do sign an Exclusive Right-to-Sell Listing agreement with an agent, you can always make exceptions to the 
contract. For example, if you started marketing the home before listing it and you have two interested buyers 
who you think might come back and make an offer, you can always write in an exception. That way if either of 
those two buyers end up buying the house, you won’t owe a commission to the listing agent. 

What Commission Should You Offer Agents?

This is a common question we get from investors when they are selling their first few rehab deals. Generally, you’ll 
want to offer the agent 5% or 6% total commission on the property. Of course that commission is to be split 
between the listing agent and the agent who brings the buyer. Typically, the commission is split 50/50, but it 
is up to you as the owner of the property. 

When there is a lot of inventory on the market and fewer buyers to generate traffic, offer the buyer’s agent a 
higher commission split. For example, on a 6% listing commission you would offer 2.5% to your listing agent 
and 3.5% to the buyer’s agent. This will give the agents who have buyers more of an incentive to sell your property 
versus someone else’s property that has a smaller commission split. 

How Your Business May Change

Over time, you may build a sizeable buyers list and decide to start marketing and selling your rehabbed houses 
without using a realtor. You may also decide to get your real estate license, which we believe is highly 
advantageous for many different reasons other than saving money on the listing commission.

There are multiple ways to market your home yourself, but here are some of the best strategies we use:

Yard Signs 

According to the National Association of Realtors Profile of Home Buyers, a simple “For Sale” sign remains 
one of the most popular forms of marketing. The information buyers gather from yard signs is second only to 
leads generated on the Internet. It beats out newspapers, direct mail, open houses, and home magazines. 

Yard signs are a simple, low-tech and inexpensive form of marketing which is extremely effective at alerting 
people that your home is for sale. Prospects calling in off a yard sign are much more likely to buy your home 
than are prospects calling in from an ad (print or online). They’ve driven by, obviously interested; they have 
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seen the outside of the property and the neighborhood. 
Getting a buyer past that stage is half the battle! 
A prospect calling in off an ad will ask where the 
home is located, the age of the house, the acreage, 
etc. Frequently they are no longer interested once 
they receive the basic information. 

By using sign riders (which are attached to the bottom 
or to the top of a yard sign), you are able to capture 
leads directly from your signs by getting sellers to 
call you, text you, or go online. When you capture a 
lead from a yard sign, it should go directly into a back 
office business management system so you can follow 
up with the potential buyer.  

At the workshop, we will show you how we capture 
leads using call capture and SMS capture systems and 
then put those buyers into automated follow-up campaigns. These buyer leads are automatically added to our 
back office business management system to make it easy for us to market to them when we have other homes 
for sale later on. Our back office system actually allows us to manage all of our marketing and lead generation 
efforts. The majority of our students use the technology, as well. 

Property Listing Websites
One of the absolute best ways to get people interested in properties you are selling is to list them on property 
listing websites like Zillow, Trulia, Craigslist and other highly trafficked websites. 

The National Association of Realtors recently released a study reporting that over 80% of buyers now start their 
search on the Internet. The majority of these buyers peruse property listing websites, looking at houses for sale in 
their area. 

You want to be where people are looking. 

It can be time-consuming to go to each individual website (like Zillow), create an account, figure out how to 
use the site, enter all the details of the property for sale, verify the information, and upload the pictures of the 
property. If you consider that there are literally 40+ top websites out there like Zillow and Trulia, repeating this 
process over and over again will consume a lot of your time. 

At the workshop, we will show you a tool that automates this process and makes it easy—it literally blasts your 
property information out to over 40+ property listing websites. Imagine instantly giving your property exposure 
to over 4,000,000 monthly visitors. You can certainly do it manually if you like, but this tool will save you a lot of 
time when marketing your properties online.

Facebook/Social Media
For a tiny cost, social media sites like Facebook can help you market your home to a new audience. While you 
can’t count on Facebook to do all the work for you, it is a terrific way to generate buzz about your FSBO house.

Once you tell your Facebook friends you’re selling a property, each of them has the opportunity to share that 
information with his or her friends, and this multiplicative effect gets the word out to a lot of people in a short 
time. Suppose you have 50 Facebook friends and each of them has approximately 50 friends. That means you 
have the potential to quickly reach 2,500 people with news that you’re selling a home.
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Choose Your Neighbor Letter Campaign
Neighbor letters can be a very effective form of advertising for your property. Neighbors care about the sale 
of homes in their area for a variety of reasons. The selling price of your home will affect their property values. 
Neighbors often want to be a part of their community. Neighbors often know friends and family who would like 
to move into the neighborhood. Renters renting a home in the area will jump at the chance to own a home in 
the neighborhood they’ve learned to know and love.

Letters are inexpensive and don’t take much time. It’s another way to inform people of an upcoming open 
house. You are letting neighbors in on what is happening with the property. Your neighbors do care who moves 
next door. They will call their best friends and see if they can move in. If you’re an investor rehabbing a property, 
start delivering letters as you begin your rehab. You’ll 
be better received by the neighbors if you take the 
time to talk to them about the project. Allow them 
to come by and check out the progress of the rehab. 
Invite them to the open house when the work is 
finished—it‘s a great source for finding a buyer and 
prospects for future business).

High Credit Score Renter Campaign
One of our more effective direct mail campaigns 
involves mailing to renters who have a 720 credit 
score or higher in chosen areas. We will get a list of 
a couple hundred renters and mail them a three-step 
“drip” campaign about becoming qualified to buy a home. It has been effective for us. Many of the buyers 
you reach may not buy the home you have for sale today, but when you have a database that you can utilize to 
follow up, they can end up being buyers in the future. 

Pre-screening Retail Buyers
Earlier in the chapter we discussed how to pre-screen investor buyers you are wholesaling to. With retail buyers, 
the process is very similar, though there are some small differences. 

We pre-screen retail buyers with a script called our Retail Buyer Interview Sheet. It’s a two-page questionnaire 
we use to gather information about a potential buyer and the types of properties that buyer is interested 
in. That information, similar to an investor buyer, goes into back office business management system so we 
can follow up with that buyer either now or in the future. A lot of retail buyers are often in the early stages of 
looking for a property and may not be ready to buy a property immediately, but they may be ready in the near 
future. That’s why you must save all prospect information in your database. 

One of the most important things to find out when you are pre-screening retail buyers is to find out whether they 
are working with a mortgage broker and a real estate agent. You need to know all the parties who could possibly 
be representing this buyer. 

The most important thing to know is whether the buyer has already been pre-qualified by a mortgage broker or 
lender. If the buyer hasn’t pre-arranged his or her financing, it is an indicator that he or she is in the early stages 
of looking for a home. If the buyer isn’t working with a lender, then you want to immediately put that person in 
touch with your preferred mortgage broker. You don’t want to waste time showing homes that are out of the 
buyer’s price range. 

You also want to find out if the buyer is already working with an agent. If the buyer is, we will get the agent’s 
information and make a note about it in on the buyer lead record within our database. You have to know if 
there is a possible commission to be paid out on the sale of the house.  
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Once we have all the basic information, we will then set a time to show the buyer through the property. Who 
meets the buyer depends on whether or not you have the house listed or not. If you have it listed, you will want 
your agent to meet with the buyer. If you don’t have it listed, then you yourself will want to go meet with the 
buyer. As your business grows, you will outsource this task to someone in your office.  

Verifying Financing
Once a buyer makes an offer that you like, you should always verify the buyer’s 
financing with the mortgage broker or lender before you sign the contract. Make 
sure you find out if the buyer has been pre-qualified or pre-approved because 
there is a significant difference. A lot of agents and buyers get these two terms 
mixed up, so make sure you know the difference when you are evaluating offers and 
speaking with the lender. 

Getting pre-qualified is the first step in the mortgage process. At this point the 
borrower has supplied the lender with an overall financial picture of their debt, 
income, and assets. After evaluating this information, the lender will give the 
buyer an idea of the mortgage amount he or she will qualify for. The reason a 
pre-qualification is not as strong as getting a pre-approval is because the lender 
has generally not done a credit analysis at this point. Also, the lender has not yet verified the information 
supplied by the buyer. 

The next step is getting the borrower pre-approved. This means they have completed an official mortgage 
application and supplied the lender with the necessary financial documentation to verify their debt, income, 
and assets. This also means that the lender has analyzed the borrower’s credit report and credit worthiness. 
Once the lender has gathered all the documentation from the buyer, he or she will issue a pre-approval to the 
buyer. A pre-approval is MUCH stronger than a pre-qualification when you are evaluating offers and speaking 
to the lender.

You want to always make sure that you speak with the lender and verify that the buyer has turned in all the 
necessary documentation before you sign an offer. If you get the feeling this hasn’t happened yet, you should 
not sign the contract. The last thing you want is to have a borrower’s financing fall apart, forcing you to put the 
house back on the market.  

Once the mortgage broker has obtained the pre-approval, we will then sign the contract with the buyer. 
After the home inspection and the appraisal are completed, the buyer receives the loan commitment from 
the bank. A loan commitment letter is issued only when the bank is certain it will lend on the property. You will 
often see the loan commitment date written on the contract very close to the date of closing.   

The Home Inspection
When you are selling to a retail buyer, you will usually want the home inspection to be completed within a 
week of going to contract. Home inspections may cause a deal to fall apart, so make sure the buyer has the 
inspection completed as soon as possible. 

A qualified inspector will assess the condition of the property. Remember, the inspector is hired to protect 
the buyer. The inspector will point out anything and everything, even minor issues with the property. You want 
to make sure you attend the inspection so you can answer any questions the buyer might have. 

The Appraisal
After the home inspection has been completed, the buyer’s lender will require that an appraisal be performed 
on the property. The appraisal is performed in order to obtain an accurate value of the property for the bank.  
When the bank sends the appraiser out, you need to attend the appraisal as well to make sure the appraiser has 
all the correct information. When you rehab a home, many times there will be a very large difference between 
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the price you paid for the property and your selling price. This is why you want to make absolutely sure that 
you have documented and kept pictures of all the work you have performed on the property. Often in today’s 
lending environment,  the bank will require a second appraisal on a property with a significant price difference 
before it will lend.  

The Closing 
Once the borrower has received the loan commitment from the bank, it is time to close. Depending on where 
you live, you will close either with an escrow company, a title company who also does escrow, or an attorney. 
Title companies are usually larger publicly traded companies. Escrow offices are usually smaller entities with 
less financial muscle that handle the closing process and paperwork. Sometimes, you will work with title 
companies that also have an escrow office—this is why many agents and investors interchange the words 
“title” and “escrow.” 

What’s key is that you stay in touch with all parties during the closing process so that there is never any 
miscommunication that can slow the process down. Always use your own professional real estate team (if you 
can) to prevent problems.  

Wrapping it Up

This is a quick overview of the sales process for investors who haven’t sold properties extensively. At the workshop, 
we will show you the actual systems we use to market to buyers, how we automate the process, and the 
technology we use to gain a competitive advantage. We will also show you how we are currently marketing to 
and working with cash buyers. Cash buyers are currently one of our best sources of buyer leads right now. We 
will also walk you through recent case studies of what’s working to get properties sold quickly for top dollar in 
today’s market.

Selling Properties

“Than, Paul, and Team,
Before joining FortuneBuilders, both Sherry and 
I were doing a lot of studying to learn as much 
as we could about REI, attending seminars and 
joining the local REIA, but we found ourselves 
“spinning our wheels,” spending a lot of money, 
and doing what I heard more than once referred 
to as “Analyze Until Paralyzed” and not making 
a dime. We just closed on our first wholesale 
deal thanks to the support and training provided 
by Than Merrill and the FortuneBuilders team! 
The dimes are finally beginning to roll into the 
bank account. I can definitely state that a lot was 
learned by “getting my feet wet” by doing this 
first deal, and the lessons learned will be applied 
to the second deal and all deals to follow. Not to 
brag, but I am 72 years young! Thank you again!”

Larry and Sherry Hall / Raleigh, NC

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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Real estate investing is a team sport and you are only 
as strong as the team you surround yourself with. 
The investors who assemble the best teams, with the 
strongest contributing members, are always the most 
successful. It is VITAL that you surround yourself with 
the right people, as it WILL directly determine your 
level of success, income, and happiness.

Unfortunately, my business partners and I had to learn 
this lesson the hard way in our first year of investing. 
We had a whale of a deal come in off of one of our 
direct mail pieces. At the time we were still 
relatively new, and this deal had significantly more 
profit in comparison to all the other projects we had 
completed. Naturally, I acted with a sense of urgency 
and went to meet with the seller immediately.

The home was in a luxurious area and the seller was 
willing to sell the home significantly below what it was 
worth if we could close quickly. The seller was getting 
a divorce and wanted to move to Florida. Knowing all of these things, I thought the quickest way to solve the 
seller’s problems was to buy the home “subject to” the existing debt. I knew if we bought the home “subject 
to” and left the existing mortgage in place that we could close within a few days because we wouldn’t have to 
raise money from a private lender to finance the deal.  

I offered to purchase the property “subject to” the mortgage just above what the seller owed. The seller was 
fine with the price, but because of the seller’s unfamiliarity with “subject to” deals, she wanted her attorney 
to review the offer. That afternoon I called her attorney to present the deal. Her attorney was reluctant to 
speak with me and wanted to deal through my attorney. So within minutes of leaving the seller’s house I was 
on the phone with my attorney. I presented the terms of the deal so he could put the deal together with the 
other attorney. My attorney assured me it wouldn’t be a problem and that he would call the other attorney that 
afternoon. 

The next day, eager to find out what happened, I called my attorney and was forced to leave a voicemail.  The 
following day I called my attorney again and left a second voicemail message. The third day I realized I needed 

Chapter 9 -
Your Real Estate Team

“The productivity of work is not the responsibility 
of the worker but of the manager.”

- Peter Drucker
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to call the seller to let her know my attorney hadn’t called me back. When the seller picked up, she told me 
that unfortunately my attorney never called her attorney. Since that time, she had signed a contract with another 
investor. 

I couldn’t believe it. My jaw nearly hit the floor. I remember being so enraged that I jumped right in my car and 
headed straight to my attorney’s office to find out what had happened. When I got there, after literally pushing 
my way through his secretary into his office, my attorney reluctantly told me he had forgotten all about it 
because he was slammed that week with other cases. 

Even though I wanted to shake my attorney by his skinny tie in anger, I decided it probably wasn’t the wisest 
thing to do. On my way home, as I stewed in anger and blame, I knew I was never going to make the same 
mistake. I also realized it wasn’t my attorney’s fault. It was my fault for being satisfied with a weaker player on 
my team.

Even though we didn’t get the deal, we did learn a very valuable lesson about the importance of making sure 
you have a great team who understands your sense of urgency and respects you enough to get things done 
immediately. It was a very difficult lesson to learn, but one that allowed us to make some very important changes 
within our team. 

The lesson I want to pass on to you is very simple. You can only go as far as your team goes. If you don’t 
choose the best team members to work with, then you will suffer. If you do take the time to interview and find 
the best team members, put the right systems into place, and learn how to manage and motivate them, then 
you will prosper. 

If your goal is to build a business that is not dependent on you, then you must have a high-quality team and 
pay them accordingly. It is your job as the business owner to find the most talented people available at the 
pay scale the position warrants. Finding and recruiting A-level talent is your most important job as the driver of 
the business. 

Who are the members of your team and how do you manage them so that they achieve optimal performance for 
your business? 

Your real estate team can be divided into two major categories:

1. Your team of professionals: consists of any outside real estate professional who is involved in a real 
estate transaction. 
2. Your employees: people who work directly for you if you choose to grow your investing business to a 
higher level.

Section 1: Your Team of Professionals
This part of your team is made up of real estate professionals who are involved in your transactions. These 
external team members affect the profitability and speed of your deals. They also determine how much personal 
time you have to put into each deal. These team members include real estate agents, mortgage brokers, hard 
moneylenders, insurance agents, a title company and/or an attorney (depending on the state you live in and the 
closing process in that state), and contractors. 

These professionals don’t work for you, but with you. They have their own businesses, but they are integral in 
closing your real estate transactions, so you have to find the best people, based on a proven track record (and 
statistics if possible). Every real estate transaction is unique. The closing process will sometimes involve very 
few parties, and sometimes it will involve multiple parties depending on how you are acquiring or selling the 
property. That’s why it is so important to have control of as much of the deal as possible, utilizing the services 
of the real estate professionals you work with on a consistent basis. Having control means you will risk fewer 
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deals that blow up in your face due to inadequate 
people playing a role in the deal’s success. 

That’s why you don’t want to choose members of your 
external team only from referrals or from job posting 
sites. You want to work with the best, not your cousin’s 
friend Bruno who happens to be a licensed real estate 
agent and also owns a tattoo shop down the street. 
Bruno is not going to make your life easy when it 
comes to closing your deals. 

Let’s discuss the roles and responsibilities of a few key 
professionals, how they help your business, and exactly 
how to find the best, so you can sip piña coladas in 
the Bahamas while deals are closed by your team.  

Real Estate Agents
 
Great real estate agents as part of your team are essential to your investing success. You will want to work with 
both relatively new agents who will do some of your research on potential properties, as well as experienced 
agents who will help you establish relationships for referral deals and will help you find buyers. 

Extensive research has to be done on properties you plan to make offers on, especially if you are getting a 
high percentage of your deals from new MLS listings every day. You need at least three to four ambitious buyer’s 
agents you can train in your systems to research properties, run sales comparables, view properties, take pictures, 
and make simple property repair lists. 

We spend about 45 minutes to an hour researching each property before making an offer. If you don’t have a 
streamlined system, your agents might take four to five hours researching each property. This is why a lot of 
investors burn through their agents very quickly. 

The buyers’ agents who work for us know that a lot of our offers aren’t accepted. Usually, it’s about one out of fifteen 
offers. Research often goes into deals that never generate a commission for them. You will most likely end up working 
with relatively new agents who have not built up a referral base yet and are hungry to work with investors like you.  

It is especially critical to also establish relationships with a few of the top-producing real estate agents in your 
area. Top producers are the agents who get the majority of listings from banks and private sellers based on 
their relationships and years of experience. Top producers also have the biggest pool of potential buyers for your 
properties. Once you have a relationship with one of these agents, he or she will often let you know about a 
potential deal before it ever gets listed. 

Let’s discuss how to score a couple of top producers for your team. All real estate agents are required to input 
their listings into the local MLS on the date they sign a listing agreement with a seller. Thus, all listing volume is 
tracked within the MLS database and by the local board of realtors. To identify the top-producing agents, all you 
have to do is find a real estate agent who knows how to run listing statistical reports within his or her MLS database 
based on closed listing volume over the past year, and ask for his or her assistance in pulling that report for 
you. The report will show you the agents who have listed the most properties over the past year. Some MLS 
databases will let you search for this data.  

Start by asking a real estate agent who he or she knows or has done business with. Make sure the agent knows 
the MLS inside and out.  Ask if he or she can research and determine who the top 20 agents are based on 
closed listing sales. It’s a good idea to be present when the agent is doing this research—it is important to 
look at what types of listings the top agents primarily focus on. Ideally, you want to work with agents who get a 
number of their listings from banks and distressed sellers. 
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Once you have identified the top-producing agents you’d like to target, you should take the time to call and 
schedule lunches with each one of them. It’s not essential, nor will it be possible to establish a relationship with 
every single agent. You are only looking for a few long-term relationships that will lead to future deals. Agents 
should know who you are, and have an idea of your role in the market. This is essential if you want to create a 
dominant presence in an area. 

It’s key to explain how you can be of benefit to an agent in the near future.  We let all agents know exactly how 
we will become a valuable tool in their toolbox. We do this by explaining to agents that many of our offers will 
be lower than other retail clients they might find; however, we come in as a great benefit for hard-to-sell properties 
or for those requiring the bank or seller to move quickly. We let agents know we are a good fit if they have 
properties that won’t qualify for traditional financing based on their current condition. There are several benefits 
to working with investors, and all you’re trying to do is establish is that you are a serious buyer, that you are well 
financed, and that you could bring multiple commissions annually. 

Remember, you will be submitting many offers to these agents over the course of the next few years, so you 
must put a face to your business and at least have some sort of relationship, even if it is casual at best. 

It should be noted that there is a definite benefit to being an agent yourself when you are trying to establish 
these relationships. Real estate agents trust and prefer working with other agents for many reasons. Over the 
years we have found it highly advantageous to be licensed, and that’s why we opened our own brokerage. 
We have students who have started investor brokerages under us, as well. 

Our real estate brokerage is another income stream for my partners and me, and it can be for your business, as 
well. I believe the two businesses complement each other perfectly, especially when you’re actively marketing to 
motivated sellers. That’s because a lot of sellers who respond to your marketing will not be motivated enough 
to sell to you at the discount rate you need as an investor, but the property is still a great listing. So if you have 
the appetite for it, I highly encourage you to get your license. 

Mortgage Brokers

When you’re selling properties you have rehabbed, you’ll need a good mortgage broker to work with who 
can get your retail buyers financed. Ideally, you want someone who has a large client base and good mort-
gage-processing systems. Banks are cautious about whom they lend to; that’s why you need a mortgage 
broker who knows how to get things done quickly and has relationships with the underwriters.  

Ideally, you want to work with one of the top twenty mortgage brokers in the area—someone who is consistently 
closing loans with a wide variety of loan products. You can find top brokers through referrals from real estate 
agents, title companies, or real estate investment clubs. Your mortgage broker has to have great telephone 
communication skills and the ability to promote relationships. It is not essential, but it is beneficial if the broker 
is local because he or she can also meet in person with clients you refer who need that personal touch. 

Send potential buyers who have contacted you or have seen one of your properties to your mortgage broker. 
Many times they are looking at your house and a few others, so it’s essential that when you refer them to your 
mortgage broker, the broker is an advocate of your business so that the buyer ends up buying a property from 
you. 

It’s important that your mortgage broker know the nature of your business and that you are often buying 
properties and reselling them for considerably more, within a six-month timeframe. Many banks will “red flag” 
a loan on a property bought for considerably less and sold for much more within a very short time period. 
That’s why it is very important to document everything you did to improve the property from a construction 
standpoint so that this information can be relayed to the mortgage broker who is in contact with the bank 
underwriter. 
Ultimately, your mortgage broker will help ensure that buyers of your property qualify to close—so that you get 
paid. 
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Hard Money Lenders

Hard moneylenders are niche lenders who finance 
properties that most banks traditionally won’t lend on.  
In contrast to private lenders, these are professional 
lenders, including many who are former rehabbers 
and will take the property and finish the job if you fail 
to repay your loan. In exchange, they charge much 
higher interest rates and points, and have loan terms 
that are usually six to twelve months. Typically, most 
hard moneylenders charge between 12 to 18 percent 
and two to five points (one point is 1 percent of the 
loan amount) to borrow their money. 

In contrast to banks, hard moneylenders will also typically fund the construction costs a property requires. This 
portion of funding that is taken in draws against work being performed. If you’re thinking this is expensive 
in comparison to what banks usually charge, you are correct. However, a lot of banks won’t lend on residential 
properties that need considerable work unless you apply for a special loan product that has much stricter 
lending criteria. 

Remember, as an investor it’s not so much about the cost of money but the availability that is important. You 
have to calculate the cost of money into the profitability of the deal—and if it is still a highly profitable deal, 
then often it will make sense to borrow money even at higher interest rates. Banks have a role in what we do as 
investors, but we very rarely use them for residential properties we have to purchase quickly, fix up, and sell. 
You also have a competitive advantage in a market when you can close quickly on properties.

Over the years, we have financed a lot of our projects utilizing hard moneylenders. We’ve also referred a lot of 
our wholesale buyers to hard moneylenders to get financing. These wholesaler buyers buy our contracts and 
then do the rehab job. 

Our relationships with hard moneylenders have also benefited us in other ways. Many lenders have referred 
buyers who ended up purchasing properties from us. 

Whether you utilize their money or not, you can see the many benefits of having a few good relationships 
with hard moneylenders in your area. Hard moneylenders are very easy to find by doing a Google search for 
lenders with experience loaning in the areas you have targeted. Most likely, there will not be more than a hand-
ful, so once you have identified them, you should talk to each of them. 

Insurance Agents

One of the easier team members to find will be a good insurance agent. You can ask real estate agents, mortgage 
brokers, and other investors for referrals to insurance agents. The key is to choose an insurance agent who 
understands that you will be buying properties that need significant work. The insurance policies you receive 
will be very different from the ones traditional homeowners receive because many of the properties you buy 
may not have working mechanicals; they may have structural issues and sometimes even cracked foundations. 

Title Agent/Real Estate Attorney

Depending on what states you are buying and selling in, you will need a good title agent and/or closing attorney. 
Different states handle real estate closings in different ways. Find out the standard procedure in the state you’ll 
be doing the most business in. Either way, it is important that you have an open line of communication with 
whoever is handling your closings. That person needs to understand the nature of your business. 

Your Real Estate Team
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As investors, we purchase properties using creative financing techniques, such as buying a property with owner 
financing or subject to the existing mortgage, so the party handling your closing needs to understand the 
structure of those closings. Many of the properties sold have been owned for a very short period of time, so 
your title agent or attorney must understand the structure of your transactions. 

The key is to find a title agent or attorney who performs regular closings with other experienced investors 
in your area. If you close in a state that traditionally utilizes attorneys to handle real estate closings, it is very 
important to make sure you work with an attorney who specializes in this form of law. Attorneys can have many 
different specialties. Just because a law firm handles real estate closings doesn’t mean it specializes in them. Find a 
firm where at least half of the work is real estate-related. That will make your business a top priority.

Contractors

All successful real estate investors build relationships with contractors and contracting teams. If you are rehabbing 
a property, obviously they will be the ones fixing the property up for you. If you are wholesaling the property, 
chances are you will be selling to another investor who will need to fix the property. Good relationships with 
contractors will put the investor buying the property from you at ease if he doesn’t already have his own 
team set up. It will help ease any apprehension he may have in putting in an offer. 

Of course, there are many different types of contractors. Some are specialists in a specific trade and others 
do a little bit of everything. Here is a short list of the different types of contractors you will need to build 
relationships with:

• GC – The General Contractor who oversees the coordination of a larger project, and many of the 
subcontractors.
• General contractors – They usually handle the majority of work on a home: demo, framing, carpentry, 
sheetrock, windows, flooring, tiling, carpeting, painting, kitchens, baths, and sometimes basic plumbing 
and electrical. Of course there are contractors who specialize in each one of these items, so depending 
on the project, you may find you want someone who specializes in one type of work. 
• Heating & Air Conditioning – HVAC
• Electricians
• Plumbers
• Landscapers
• Roofers & Siding
• Excavation
• Foundation & Concrete Work

As the investor, it is vitally important to possess a system to manage construction and all of the different 
contractors. At the workshop, we will show you the system we use to manage our rehab projects. 

Section 2: Your Employees
After you complete your first few real estate deals, you will most likely end up making a strategic choice about 
how you want to grow your real estate business. More specifically, you will be making choices about what type of 
properties you will invest in, and the number of deals you want to complete on an annual basis. 

To be successful in real estate you do not necessarily need to build an office and fill it with employees. You 
can remain small and highly profitable with great systems and outsourcing. Or you may choose to build out an 
office like we have with highly talented employees. If you decide you want to grow and dramatically increase the 
number of properties you buy and sell annually, then you will want to build an internal team of employees. 
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If you were to visit our real estate office, you’d see 
fifteen team members. We consistently buy and sell 
over a hundred properties a year. Let me assure you 
that you do not need a large team to be successful. 
We presently have many students all over the country 
who do very well financially leveraging our systems 
without a team. We also have students with very large 
teams who have leveraged our employee training 
systems and have offices very similar to ours.   

The employee makeup of your office will differ based 
on the type of real estate you invest in. When you 
choose to hire employees, it allows you to scale the 
business and take more time off. 

Here is a look at the positions we recommend for in-
vestors who have completed deals successfully on their 
own and choose to grow their businesses so that they 
can complete more deals. Many of our students have modeled this exact growth structure.

Personal Assistant/Office Manager: This is the first person you will want to hire—someone who will run 
errands and complete simple administrative work for you. As your business grows, your assistant can transition into 
managing the office, paperwork, and can help handle a lot of the legwork and processing involved in your 
deals. 

Acquisitions manager: If you want to increase the number of deals you do each month, your second hire should 
be someone who helps with acquisitions. This hire’s main responsibility is taking leads, researching properties 
and helping you make more offers on properties. 

Project manager: If you are working on multiple rehab projects at once, it often makes sense to hire a project 
manager who will step into your shoes and oversee all of the ongoing construction. We always advise our students 
to start out with a really good general contractor before they decide to create this position in-house.  

Short sale manager: Many of our students who buy a lot of short sale properties end up following in our 
footsteps and hire someone who specializes in negotiating short sales. This position is usually not necessary 
until you start negotiating 10+ short sale deals at once. 

Property manager: This is a position that will vary greatly based on the type of rental properties you are buying 
and where they are located. We have multiple property managers because we buy in different parts of the 
country. What I do not recommend is self-managing your own properties. You want to hire an experienced 
property manager with a proven track record of success.

Bookkeeper: This is someone you can hire on a part-time basis who can help you with your bookkeeping 
needs. 

Each of these positions will be dependent on the profitability of your business. Most of our students start out 
handling everything themselves; then many transition into hiring team members so they can increase their 
income by growing their business.
We have created a system for all these positions, including: detailed job descriptions, training manuals, training 
videos, day-to-day checklists and performance evaluations. Our students who want to aggressively grow their 
businesses use these systems when they start hiring. The exact structure and order in which you hire these 
positions will differ slightly based on the types of properties you target, your individual skill sets, and the 
talents of the people you end up hiring. 
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Wrapping it Up
The quality of team members you associate with is hugely important to your overall success as a real estate 
investor. 

Your Real Estate Team
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Becoming an entrepreneurial real 
estate investor is something many of 
your friends and family will admire. 
Not many people have the self-disci-
pline it takes to venture out on their 
own and “hang their own shingle.” 
When you work for yourself, what 
you accomplish is up to you each 
and every day. You won’t necessarily 
have someone looking over your 
shoulder and holding you account-
able for daily progress. Consequently, 
investing can sometimes be lonely if 
you don’t set up a support system.

As an athlete I always appreciated 
having a coach who would not only 
push me, but also help guide me 
strategically through setting my goals and achieving them. I always wanted to put myself in the best position to 
succeed in the shortest amount of time. That’s why coaching has always been so important to me. In business, 
it’s also instrumental to have a coach or someone who can advise you and hold you accountable to the goals 
you set for yourself. 

In my athletic career, I realized that my coaches could see what I wasn’t able to see regarding my personal 
development, performance, and what I was capable of. With a few choice insights and practice sessions, they 
brought my game to another level, one I couldn’t have reached at that point on my own. 

When I was drafted by the Tampa Bay Buccaneers, my defensive backs coach was a man named Mike Thomlin. 
In the first two weeks of practice, with Mike’s guidance, I learned more about the strategy of the game of football 
than I had in my previous ten years of playing the sport. Mike showed me that even though I didn’t have top 
speed, I could still compete at a high level with a superior understanding of how to read an offense. By 
implementing what Mike taught me, I was able to raise the level of my performance so that I could compete with 
the other players who often had superior athleticism. Mike has since gone on to become a Super Bowl-winning 
head coach of the Pittsburgh Steelers.

Through athletics I also realized that coaches change the way you think. They have a plan for your development 
that ultimately could not be realized without them. I’ve had the opportunity to be coached by greats like Mike 
Thomlin, Dick Jauron, and Tony Dungy. Each has a proven method for developing younger players into future 

Chapter 10 -
Your Advisory Team

“It’s not always what you know…
it’s who you know!”

- Anonymous
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stars. In fact, many of the young players they’ve coached over the years have become defensive and offensive 
stars. Many of their players have also been inducted into the NFL Hall of Fame. In business, it is no different. 

The vast majority of Fortune 500 CEOs (men and women who lead the largest and most successful companies 
in the world) receive business and growth coaching. Many of these individuals are the highest earners on the 
planet, and many of them attribute their success to their openness toward learning. 

Unfortunately, I’ve encountered a few misguided 
people who believe they are admitting weakness if 
they seek coaching. Sadly, some people let their egos 
or other people’s perceptions of them get in the way 
of becoming successful. You know the type: the ones 
who never stop to ask for directions as they spend 
an extra hour and a half trying to get to a destination 
that’s thirty minutes away. Can you imagine the owner 
of an NFL team deciding to go without coaches for a 
year to save money? Obviously, that’s absurd and would 
never happen. Yet, that is the exact choice some 
entrepreneurs (specifically real estate investors) make 
when they decide to start their businesses.

Years ago, I decided to build a team of advisors to 
help guide me. I was not going to let my ego get 
in the way of being successful. I knew I would never 
know it all. I knew that I had to assemble a team of 
people who had the answers when I needed them. It 
was a relief once this team was assembled, because 
I realized I didn’t have to have all the answers and 
I could rely on the decision-making advice of my 
expert team of advisors. I also knew this would help 
me create a competitive advantage over other investors in my area who didn’t have a team they could call on 
at any time. In a sense, this was a form of intellectual leverage, because I could call on them anytime to lend 
me their experience and guide me on the best move within a deal or for my business.  

The individuals on your advisory team will help guide you and hold you accountable as you grow your real 
estate business. These advisors will help you create a business plan and a business model. They will help you 
work more strategically so that you get more done in less time. They will answer your most pertinent real estate, 
business, tax, and legal questions. They will help you overcome obstacles that every real estate investor faces. 
They will help you brainstorm and implement systems. They will motivate, push, inspire, and keep you on track. 
Finally, they will help you make numerous key decisions along the way, so you work smarter instead of harder, and 
you end up reaching your ultimate goal of financial freedom. Frankly above all else my advisors have helped 
me avoid countless costly and even fatal mistakes.

Think of your real estate investing business like and NFL owner would think about his or her team. If you want 
to succeed in the NFL you have to have the best of the best on your team. You want a Joe Montana, Tom 
Brady or Peyton Manning on your team, not some local guy down the street. Well, your real estate business 
is no different. This is YOUR LIFE and your FINANCIAL WELL BEING we are talking about, so make sure you 
assemble the best team possible. The advisors you create relationships with will have a dramatic impact and 
influence on whether or not you will be successful in the long term. Let’s talk about the individuals you’ll want 
to put on your advisory team.
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Section 1: Real Estate Coaches & Business Mentors
Real Estate Coaches

Of all your team members, these individuals are the most important. They will be the ones who provide the 
strategy and business model that you will want to follow. Rather than just blindly trying to build a business, you 
will rely on them for strategic advice so you accomplish significantly more in a much shorter period of time. 
Ultimately, these coaches will also be the people you work with most closely. 

Of course, there are many different sectors of real estate, so having a team of experts is the best approach. For 
example, if you are working on a rehab deal and you get a quote back from a contractor that you feel is too 
high and you want a second set of eyes to look at it, you don’t want to discuss it with someone who just wholesales 
properties, or to discuss it with a realtor. Ideally, you want to receive advice from a specialist in a specific area 
of real estate—in this case, an experienced rehabber. 
So your advisory team should be made up of real estate coaches who each have a specialty; combined, they 
cover the many different sectors of real estate. 

Marketing Mentors

Learning how to market successfully is not something that came naturally to us. We didn’t realize how important 
it is to have consistent marketing to bring in deal flow. After we completed our very first rehab project, which 
took six months to buy, fix up, and sell, it took us two months to find our next deal, because at the time we 
didn’t understand how to create a marketing system. That’s when my partners and I decided we’d better 
find specialized coaches who could teach us to market ourselves on something other than Match.com.

We ended up going to many seminars on marketing, both offline and online, and we found two mentors—
highly successful marketers who helped us grow our business immediately. We realized that marketing was the 
lifeblood of our business and it didn’t matter how much we knew about real estate if we didn’t have any deals 
to analyze and make offers on. 

Negotiation and Sales Mentors

They say in life that you don’t get what you want—you get what you negotiate. When I first got into the field 
of real estate investing, I didn’t realize how much negotiation could affect the profitability of a deal.

There are literally tens of thousands of dollars at stake on an average $200,000 property. That is not even taking 
into consideration the price you pay for the property, which is obviously the most critical negotiation. When you 
buy a property, you can negotiate everything from real estate commissions, closing costs, and financing costs, 
to construction budgets and commissions and closing costs when you sell.

This is why it is essential to develop your communication, persuasion and sales skills as an investor. When I 
started buying and selling houses I didn’t have a clue how essential these skills sets would be. Over time, I realized 
I needed to learn how to sell because I had never held a position where sales skills were required. I knew it 
would take time to develop these skills, so I attended seminars and paid sales trainers to work with me. 

I have also invested significantly in sales and communications training for employees within my real estate 
office. In real estate, you are constantly selling yourself— whether you are working with an agent, contractor, 
seller, or buyer. It is an essential skill and a craft you should develop. You will see immediate changes in your 
profitability when you take the time to receive mentoring in this area of real estate. 

Business Management Mentors

Buying and selling real estate and understanding the mechanics of how real estate deals are done is one thing. 

Your Advisory Team



83

Learning how to run, grow, and scale a business is 
something completely different. This is why I highly 
recommend you only mentor under people who 
understand both. 

Personally, I saw a dramatic jump in revenue when I 
hired my first business coach years ago. My coach, 
who was not so caught up in day-to-day activities, 
easily identified problems that I could not see. He had 
a different way of looking at things from the outside, 
and immediately I began making huge strides. My 
coach helped me to be MUCH more strategic with 
my time, which is probably the single biggest gift 
he gave me. I started to outsource many of the 
mundane marketing activities that were consuming 
big chunks of time. Upon my coach’s advice, I also 
implemented and built a back-end database to track 
all of our contacts, leads, offers, and transactions. This 
saved everyone enormous amounts of time every day. 
We also started tracking the financials of our business, which resulted in well over six figures of additional profit 
the same year. 

Much like my athletic coaches, my business coach was leading me on a set path that resulted in more time 
freedom from my business. 

Legal Mentors

Naively, my business partners and I thought early on that we could use one attorney for all of our business 
matters and real estate deal-related matters. We quickly realized this is not the case. The best attorneys usually 
specialize in one or two areas of law. 

We now have a variety of legal specialists who advise us on everything: asset protection, business law, con-
tract law, employment law, eviction law, planning and zoning law, and litigation. 

Specialists who can give you the best advice can literally save your business from disaster.  (Especially if you 
have a tenant who will flush a potato down the toilet and flood all three of your townhouse units. We actually 
had a tenant who was using the toilet as a garbage disposal, but that’s another story.) 

Tax Mentors

Whether you like it or not, you have a silent partner on every single real estate transaction you complete. Your 
partner is the IRS. It goes without saying that taxes are a good thing, except when you are paying them. As 
mentioned before, my partners and I learned that we needed a tax specialist on our team after our first full 
year of business, which was also when it was too late to do any advance tax planning. Our tax bill was enormous, 
and I remember thinking, How the heck are we going to pay that? A lot of our profits were tied up in other 
deals.

Luckily, we were able to pay the tax bill without incurring any interest; however, forking over that cash was a 
very valuable lesson on why we needed to find a tax specialist. Little did we know that there are some very easy 
ways to reduce and defer your tax liability as a real estate investor. But you don’t know what you don’t know, 
right?

Getting tax advice from your Uncle Larry who owns his own pizza joint and likes to hide the dough is probably not 
the best idea.  
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I highly recommend you find and start building relationships with multiple strategic advisors. Remember, you 
don’t have to know it all—you just have to assemble a team of people who knows it all. It may take time to find 
the right people, but keep asking other investors, networking and evaluating until you find the right fit for your 
team. 

Section 2: Your Mastermind Group
My business partner is a highly skeptical person. He is the type of guy who needs to see something to believe 
it, while I’ve always been the type to jump on a big opportunity and hope I’m not proven wrong. Years ago, 
when I decided to invest over $20,000 in a mastermind group that only had two one-day meetings over the 
course of a year, he questioned my thought process. 

However, we both realized after participating in that group that it was one of the best decisions we had ever 
made as business owners. In that first mastermind group and others we have joined since then, we have created 
strong business relationships with some of the brightest real estate investors in the country. 

Mastermind Group

A mastermind group is very different from coaching. A good mastermind group is usually made up of peers in 
your industry who are trying to achieve very similar goals with their businesses. It is a group of people you can 
brainstorm with and share best industry practices. The collective genius of the people within the group is 
what makes the group so valuable. In any group, there will be people with a wide variety of backgrounds and 
experiences, who with one suggestion or idea can help you completely change your business. 

Ideally, you want other real estate investors in your mastermind group who do business in other markets 
around the country. When members of the group live in other markets, they are often more open about what’s 
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“Over the past five years, my team has 
bought and sold over 200 properties in 
Jacksonville, and none of that would have 
been possible without you as my mentors.  
Now, we’ve built an office of 13 full-time 
teammates, and our goal for this year is 120 
deals. However, the greatest thing is that I 
learn more about building a business from 
you guys each year.  Just this past year, 
I brought a few of my teammates to the 
Advanced Marketing & Wholesaling Bootcamp in Boston, and we started talking to 
some of the other coaches about their business model of hosting a local property 
buying bus tour.  We thought it was a great model, and we could do the same thing 
here in Jacksonville, so we decided to give it a shot.  On the first property buying 
tour we hosted, we sold 7 properties in one day!  Then we had another buying 
tour 3 months later and sold another 8 properties!  We never could have sold 15 
properties in 2 weekends without the FortuneBuilders team.  I’m looking forward to 
building more businesses with you guys in the future! Thanks for everything!”

Gregg Cohen / Jacksonville, FL

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 

really working and are open to sharing best practices, compared to local investors who are likely more competitive. 
Ideally, you get together with your group a couple times a year so that you can continue to build and foster the 
relationships within the group. Ideally, you want a mastermind group that has a set agenda, with a wide variety 
of people, all with different business experiences. One relationship or one idea is all it takes to make a mastermind 
group worthwhile, regardless of the investment. You will always find a variety of solid skill sets in a diverse group.

Wrapping it Up
Seeking and building a team of strategic advisors is the reason why my business partners and I have been able 
to grow our business so quickly. 

Please take the time to really ask yourself whether or not you have the best advisory team for your business. If 
your advisors are not helping you make the kind of money you want to make, should you really be taking financial 
advice from them? 
Clearly, the answer is no.



86

This chapter is where we put theory into practice. I’ll walk you through a few case studies of recent properties 
we have bought and sold. For each case study, I’ve broken down the seven key aspects of the deal as follows:

1.  How we generated the lead on the property
2.  How we structured and negotiated the deal
3.  How we determined our exit strategy
4.  How we financed the deal
5.  How we found our buyer for the property
6.  How we structured the deal to sell
7.  Deal summary and the major lessons learned

When you are evaluating these case studies, be sure to pay particular attention to the reasoning for structuring 
the deal in the way that I chose. Real estate can be a very profitable business for you if you take the time to 
educate yourself. 

Case Study #1: Wholesale Deal
Location: Spring Valley, CA
Exit Strategy: Wholesale deal – double closing
Purchase Price: $105,000
Repair Cost: $100,000
After Repair Value: $320,000
Transaction/Holding Costs: $1,500
Sale Price: $125,000

How we generated the lead on the property:
We found this deal through our MLS acquisition system. Each day we have one of our acquisition assistants go 
through that day’s new MLS listings, looking for new REOs, short sales, and distressed properties that fit our 
specific criteria. We do this work year-round. In the case of this property, one of our own agents at the brokerage 
we own, Realty National, also gave us a call about this property the very same day it was listed.  

Chapter 11 -
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“The greatest achievements were at first and for a 
time dreams. The oak sleeps in the acorn.”

- James Allen
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The property was a short sale that a realtor in Spring Valley, CA had listed for $150,000. The seller owed more, 
but the property was in need of significant repair. We knew immediately that this was a property we should 
look at because properties sell for $250,000 to $350,000 in the neighborhood where it was located. 

From the MLS property listing sheet and the few pictures available, we could tell that the property was going to 
need a complete renovation. We also knew that the property would not qualify for traditional financing. We 
called the agent immediately and went through our short sale negotiation system. This is a system we have 
perfected. We put in an offer with the agent, and essentially either take over or assist the agent in the negotiation 
of the short sale. What we do and how much we do depends on the particular listing agent we are working 
with. It’s highly effective, though we are generally working 20 to 40 deals at any given time. The deals don’t all 
pan out, but many of them do. 

How we structured and negotiated the deal:
We ended up negotiating the short sale with the bank and got them to accept $105,000 for the property as 
payment in full. The key was to get the agent on board who had listed the property. The agent was a great guy 
and realized the property needed a ton of work. Thus, working with us was a great option for him. 

How we determined our exit strategy:
Originally, we planned on rehabbing this property. 
However, after we closed on the deal, we told one of 
our best rehabber investor buyers about the property. 
He took a look at it and ended up making us an offer. 
The property is about 45 minutes from the office, so 
we decided to wholesale the deal. 

How we funded the deal:
We closed on the deal with our own funds and then 
ended up reselling relatively quickly to another rehabber.

The rehab process:
We wholesaled the deal, so we didn’t do any work on the property. We created a detailed scope of work on 
the property, because at one point we were planning on rehabbing the property. 

How we found our buyer for the property:
The buyer was someone we had sold multiple properties to. The buyer was on our buyers list. We knew from 
past deals that this buyer was going to close on time. We double-checked that the buyer had the funds before 
we signed a contract to sell.  

We sent a repair list of everything that needed to be done to the property and the after-repair value comparables 
to the buyer to make his due diligence process easy. 

How we structured the deal with the buyer:
Normally, when we are wholesaling, we find our buyer while we are still in contract to purchase the property. 
However, on this deal we had already closed on the property, so we just signed a new purchase and sale agreement 
with the buyer for $125,000. The buyer was closing in cash, so we closed very quickly.  
 

Deal summary and major lessons learned:
We made $18,500 when everything was said and done. Not too shabby considering we didn’t have many hours 
into the deal. The transaction was pretty seamless, with no major hiccups. 
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You have to act quickly when deals like this come on the market. I guarantee we would not have gotten this 
short sale deal under contract had we not had the MLS Acquisition System in place. Even after the property 
went under deposit, the realtor was still getting a ton of calls about the property because of its price. 

Case Study #2 – Wholesale 
Deal
Location: San Diego, CA
Exit Strategy: Wholesale 
Purchase Price: $450,000
Repair Cost: $8,000
After Repair Value: $790,000
Transaction/Holding Costs: $44,000
Sale Price: $562,000

How we generated the lead on the property:
The seller on this deal found us online and she filled out the web form on our main website. These types of 
leads are why it is so important to have an online presence for your business. The seller had recently inherited 
the property and was looking to sell it fairly quickly. The property itself was in bad condition and needed to be 
completely gutted. This particular area in San Diego is one sought after by buyers, so we knew this property 
would sell fairly quickly. Thus, we decided to move fast, and we made an all-cash offer to the seller. 

How we structured and negotiated the deal:
Initially, we were communicating with the seller directly. We built an incredible rapport over the phone with 
the person in charge of the trust. We quickly set up an appointment to see the property in person.  We took our 
project manager with us to make sure we could make a quick decision on the purchase price based on what we 
found out about the repairs.  The seller showed us around the property and we kept building rapport. We stressed 
the fact that we wanted to make it very easy for her, and we agreed to be very flexible with terms while waiving 
our inspection contingencies since our project manager came along that same day.  The house was full of garbage, 
so we told the seller that we would buy it AS IS with all the garbage.  

At one point the seller was thinking about listing 
the property with a certain realtor. We found out who 
that realtor was and quickly reached out to her. She 
happened to be one of the top agents in the area.  
We explained in detail who we were and we were open 
about our previous communication with the seller. As 
we communicated with the seller and the potential 
real estate agent, the seller said that she wanted to 
use the realtor after all to help with the transaction, 
and she told us to communicate with the real estate 
agent moving forward on all potential offers. So we 
did just that. We had built such a great rapport with 
the agent by that time that she was pushing for our 
offer to be accepted based on our experience and 
our work quality, along with the quick and easy cash 
closing.  
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The real estate agent was representing the seller in this sale, but we know how important it is to work with a 
serious buyer. We wanted her to represent us in the purchase so that she could make the full 5% commission.  
We submitted our highest and best offer with their realtor at $450K—and we ended up winning even though 
some of the other offers were slightly higher. It’s not always price that wins.  Experience, relationship-building and 
good terms play a big role, as well.  

How we determined our exit strategy:
We went into this deal estimating we would spend about $135K on the rehab and selling it at around $790K 
totally renovated, which would have left us with about $135K in profits, as well. By no means was it an easy one, 
but the house had incredible potential. As soon as we acquired it, we submitted plans to the city, which usually 
takes about 30 days to approve, depending on the scope of work and the departments that they have to go 
through.  Usually if we know that this might be the case, we will list the house on the local MLS to see if we 
could get any interested buyers and sell it in AS IS condition. This way, we market the property as we wait for 
permit approvals and we’re not able to do much in the house in terms of construction.  

How we funded the deal:
We funded the whole deal with private money at 10%.  Private money is our number one source of money right 
now, and it’s readily and easily accessible with no crazy paperwork to deal with. 

The rehab process:
Since we knew we wanted to list it on the MLS to see if we could sell this house in AS IS condition, we first did 
some major landscaping and cut down big brush and trees in front of the house and in the backyard.  We also 
had all the garbage removed from the property before we listed it on the MLS.  The house then looked presentable. 
A potential buyer could visualize where everything was supposed to be.

  

We spent about $8,000 total on all the landscaping, total clean-out and the plans that we submitted to the city. 
Looking at the picture above, notice what happens when focusing on curb appeal.

How we found our buyer for the property:
We listed it on the MLS with the same agent that represented us on the purchase, which was part of her request. 
We didn’t mind—she is a rock star agent in this part of San Diego. However, we offered her only 1% on the 
listing side to help us with the sale. One percent is usually the standard if agents want to re-list our houses on 
the back end, as in this situation.  

One more thing that really helped us was asking the agent to take professional photos, even though the 
house was outdated.  We also had a rendering done of the front of the house. That made the house stand out 
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as a great deal. We listed 
it at a range of $540,000 - 
$580,000. We also made 
the description appealing, 
and we were very clear in 
the confidential remarks 
that we had submitted 
plans to the city, and that 
the buyer was more than 
welcome to use them if 
we agreed on the price.  

We ended up getting an 
offer right away and we 
went into contract in 11 
days at $562,000 with a 
cash investor who was 
willing to take the project 
on. After his analysis, he 
could sell it for more and 
spend less on the rehab.  
We followed this house 
through the renovation process. The property actually sold for $835,000 four months later, which means that the 
investor rehabber also made great money.

How we structured the deal with the buyer:
Since we already owned the property, we opened a new escrow with the buyer and he submitted his deposit 
within 3 business days of our acceptance of the offer. We then gave him 7 days to do his inspections and we 
closed 14 days later.  The buyer used cash to purchase the house, so we made sure to verify all the funds before 
we accepted his offer.

Deal summary and major lessons learned:
In summary, this online trust sale lead turned out to be a great MLS wholesale. What made this deal happen was 
our online presence, incredible rapport-building, multiple exit strategies, and creative marketing.  

Online leads directly from the seller are usually the most profitable deals with little or no competition. 
Rapport-building and communication are the skills each investor needs to master; it’s the key to huge success 
in this business. Marketing the house for sale while waiting for permits to be approved is a great strategy for 
selling the house in AS IS condition.  Listing it on the MLS and calling your local investor buyers can sometimes 
generate an offer that you can’t refuse. We could have held on to this house, rehabbed it ourselves and sold if 
for top dollar, but taking the opportunity to make $60K with little work is always the smarter business decision. 
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Case Study #3 – Rehab Deal
Location: San Diego, CA
Exit Strategy: Rehab
Purchase Price: $315,000
Repair Cost: $145,500
After Repair Value: $590,000 - $610,000
Transaction/Holding Costs: $34,875
Sale Price: $602,375

How we generated the lead on the property:
We got this lead through a door-knocking campaign that one of our local students implement. Door-knocking is 
one of the most effective ways to get deals. Most investors are afraid to do it, so competition is low and it’s 
easier to stand out from the rest.  

However, you need to be consistent with it and have a great follow-up system for the leads you actually talk to. 
You also need to leave a piece of marketing behind if no one is home.  

In the case of this property, our student walked through the neighborhood and talked to the seller who was 
motivated to sell the property.  The seller was embarrassed to put the house on the market due to its condition 
and the fact that it had been recently rented to tenants who didn’t take care of it, and turned it into a party 
house. That is exactly why some sellers want to work directly with investors—because they don’t want a ton of 
people walking through the property.  The property needed an overhaul, so a cash sale was the only option 
for the seller. It’s important to add that North Park is one of the best places to live in in San Diego. It has many 
unique properties with a lot of character.  This particular house was a Spanish-style home with a lot of old 
charm inside.

How we structured and negotiated the deal:
We got a call from our student about the deal and we quickly visited the property after running some 
initial numbers, which looked promising on paper.  We had been in touch with our student on a regular basis 
throughout the year and actually gave him ideas and tips for door knocking so that he could be more effective. He 
implemented a consistent system, and it worked out beautifully for all of us. We did our analysis and offered 
the student a $20K wholesale fee since the numbers made sense for us, even with such a big rehab budget. 
He was ecstatic and he agreed to our offer.  We closed a week later with cash and the Mastery student was 
paid $20,000.  Since this was a traditional sale with no agents involved, the student removed himself from the 
contract, and we stepped in to buy it directly from the seller.  We educated the investor on how to present this 
change. The seller had no problem with it.  The student was paid outside of the transaction, between the 
seller and ourselves, by using an assignment contract to protect his fee. 
 

How we determined our exit strategy:
We wanted a great project to work on in the North Park neighborhood.  We could see the potential of the house 
even though it had a smaller yard (which was actually standard in the area). Our budget initially was about $135K 
to redo nearly everything, including foundation issues. We knew that our selling price would be somewhere 
around the $600K mark, based on careful comparables. We called expert agents in the area to get their 
opinions. (This is probably the easiest and most effective way to find out a value on a particular house if you 
are not certain about the area and want to find out what buyers are looking for when it comes to finishes.)  
We were comfortable pulling the trigger on this project after reviewing the comps and talking to other agents.
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How we funded the deal:
We ended up funding the whole deal with a couple of private money sources, with interest rates ranging from 
10%-12%. Private money is our number one source right now, and it’s readily accessible with no crazy paperwork 
to deal with.  It comes down to building relationships with people and getting them excited about what you do 
in real estate—and explaining that the investment is safe for private moneylenders.

The rehab process:
First and foremost, there were significant foundation issues in the house, so we found a foundation expert early 
to fix those problems.  We then changed the layout of the property within the existing square footage to create 
a more traditional master bedroom, and eliminated some doors and openings in the hallway. There were too 
many, which had eliminated a lot of wall space. 

Kitchen:  Before and After

 

Due to the fact that the back yard was small, we enclosed the front yard, which is typical in that neighborhood.  

How we found our buyer for the property:
We listed the property on the MLS in a price range of $575,000 to 
$615,000, which is typical in San Diego.  We got multiple offers within 
days of listing the property and picked the best offer based on price 
and terms. It is a seller’s market right now in San Diego, so if you list 
the right property (staged) at the right price, with professional pho-
tos and an amazing description, you can expect multiple offers for 
your property, bidding the price up.  That is exactly what happened 
in this situation.

How we structured the deal with the buyer:
The retail offer we took agreed to bring the difference in cash to table if the appraisal didn’t come in at our 
agreed-upon contract price, which is happening more and more in a market that is (slightly) appreciating.  
Appraisers are currently conservative and sometimes are not able to come in at the price of the contract for 
what buyers are willing to pay.  However, that doesn’t mean that the house is not worth that amount. It comes 
down to communicating to the buyer the right way ahead of time, making them understand that prices are 
going up, and the seller is simply protecting him or herself in case the appraiser is out of the area and doesn’t 
know the specific market trends.  We also had a slightly higher offer than the one we chose. The one we went 
with, however, was conventional with 30% down. And we also negotiated the buyer’s agent commission down a 
bit in order to get our net up.  The agent was motivated to work with us. His clients absolutely loved the house, 
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so that worked in our favor. This buyer also agreed to close in 30 days and to a per diem charge of $100 if that 
didn’t happen. (The clause motivates all parties to push each other to get the house to closing on time or earlier.)  

Deal summary and major lessons learned:
In summary, this lead from door-knocking was a prime example of what great deals are out there when you 
deal with sellers directly and your competition is low or non-existent. It was a major rehab in a great neighborhood 
which required a little more due diligence on our end with our contractors to make sure we could hit our rehab 
budget. We paid a nice wholesale fee to the student and still made a considerable profit, which is what we 
look for on bigger rehabs. Our rule of thumb on bigger projects is $1 in profits for $1 we spend on renovations.  
We ended up making six figures, which was a huge win.

Remember the importance of the door-knocking campaign and how effective it can be if done correctly. Know 
that you have the ability to change existing layouts to appeal to what buyers want in today’s market.  (Generally, 
a nice master suite with at least 3 bedrooms, 2 bathrooms, and an amazing kitchen with an open layout to the 
dining room and living room.)  However, you need to also remember the neighborhood that you are in and the 
style of a house you’re working on.  Keep the character of the house intact and don’t modernize it too much 
if the market doesn’t call for it. You don’t renovate houses based on what you like but instead, let the market 
speak to you and then create a masterpiece that fits with the surrounding area. 

This leads to the last lesson. You need to stage your houses, take professional photos, and have a system for 
marketing behind it all.  Do not turn cheap in the selling stage.  You will create a great brand for your company 
while getting multiple offers that will literally bid up your sales price over your perceived After Repair Value (ARV).

Case Study #4
Location: San Diego, CA
Exit Strategy: Wholesale deal – double closing
Purchase Price: $420,000
Repair Cost: $0
After Repair Value: $625,000
Transaction/Holding Costs: $0
Sale Price: $450,000

How we generated the lead on the property:
We got this lead directly from the listing agent whom we had developed a relationship with using Facebook. We 
were one of almost 20 offers on this property, so we had to focus heavily on building rapport with the agent 
and differentiating ourselves. We literally called a dozen times and sent numerous emails to aggressively follow 
up with the agent the first week, and almost twice as many times the following week while we were in a 
multiple-offer scenario.

Because of our emphasis on building a strong long-term relationship and our aggressive follow-up, we were able 
to put the house under contract. The property was a bank-owned home in a very desirable area of San Diego 
with several major unknown issues, and with permitting of additions to the property. The area can support 
values of upwards of $700K for that size of home, so we knew we had a lot of room to work because the home 
was in overall good shape.

Finding top agents on Facebook and other forms of social media has proven to be very rewarding for us. A 
majority of these relationships were cultivated without any financial cost, by simply adding value to agents’ 
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posts and regularly calling and referring to the  things in their lives that they’ve posted about. Social media is a 
underutilized tool for generating leads from agents. A majority actively use it.

How we structured and negotiated the deal:
We ended up putting the home under contract at $435,000 originally, but during our inspection period, we 
found that the addition which we knew had questionable permits was possibly a setback (a distance from the 
property line that you can’t have any structure in)—meaning that we would have had to cut off almost 2 feet of 
the two-story structure if it was in the setback.

We had our planner and engineer obtain letters from the city and write up their own reports showing the high 
potential costs of fixing these issues with the permits. Using the letters, we asked for a $30,000 price reduction 
from the bank because of all the possible issues the house could have. Because we were so well equipped 
with expert letters and reports and had the trust of our realtor, we were able to get a price reduction of 
$30,000 to finally purchase the home at $405,000.

How we determined our exit strategy:
Originally, we planned on rehabbing this property. However, we were working on so many large projects at the 
time that we decided to wholesale the property. We had generated plenty of interest on the home since we 
started marketing it during the inspection period as well. 

How the rehab process went:
We did not rehab the property since we ended up wholesaling it. Because we were planning on renovating it 
originally, we offered the investor our planner and contractor, who were already familiar with the job, to continue 
using them on the project. (The finished work was beautiful.) We also referred the agent who was going to help 
us sell the home to the student who is currently helping him sell the home.  

Case Study #5
Location: Middletown, CT
Exit Strategy: Wholesale Deal: Assignment 
Purchase Price: $68,400.00
Repair Cost: $40,000.00
After Repair Value: $170,000.00
Sale Price: $75,000.00
Profit: $6,600.00

How we generated the lead on the property:
This lead came to us off one of our direct mail campaigns to properties that had code violations. This particular 
direct mail campaign was a four-step campaign where each piece was dropped one month apart for four 
months. In the letters we let the homeowner know that we buy properties in any condition, for cash, and we 
can close on their timeline. The owner of the property called us after she got the third letter. One of the things 
that appealed to her was that she could sell her house without having to wait. She also stated that she didn’t 
want to go through the hassle of selling the property using the services of a realtor. She knew that the property 
would end up sitting on the market for quite a while because it was in pretty bad shape. The seller was intrigued 
because we stated in our direct mail piece that we could buy with cash and close on her timeframe, so the 
message spoke to her motivating factors.
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How we structured and negotiated the deal:
After gathering information from the seller, it was clear that her main motivation was to make sure that the 
mortgage of $51,000 was paid off so that she could move on with her life. The seller informed us that her entire 
family was moving down south and that she needed to sell her house relatively quickly. Upon hearing 
how motivated the seller was over the phone, I immediately scheduled a time that same day to go look at the 
property. The comparables in good condition were selling for between $165,000 and $170,000. 

At the property, I estimated the repair cost to be approximately $40,000. The seller also stated that there were 
around $10,000 in water and sewer liens that would need to be paid on top of the mortgage. The seller did not 
want any proceeds from the sale and simply wanted to relieve herself from debt so that her family could move 
out within 30 days. 

Overall, the negotiation was fairly simple because I spent a lot of time building a rapport with the seller and 
because we offered to help the seller find a very good realtor in the area she was moving to. The seller 
wanted her mortgage of $51,000 and $10,000 in liens paid off. We signed the contract for $61,000, which 
was her total debt. The seller’s only real concern was whether we were going to close on time because she no 
longer wanted the financial responsibility of the property.

How we determined our exit strategy:
Whenever we look at a deal, we go into it with the mindset that we are going to rehab the deal. This property 
would have made a great rehab, but we decided to wholesale this property after we signed the contract with 
the seller. We made this decision because the property was about 45 minutes from our office, and at the time 
we had a lot of rehab projects already going on. I’m sure you’re starting to see a trend here. Distance to the 
property and how many projects we currently have are two key factors we use in determining our exit strategy, 
but as I said we always go in with the mindset that we are going to rehab it.  

We knew this would be a fairly easy house to wholesale because it was a very straightforward rehab.  

How we financed the deal:
We ended up selling or “assigning” the contract to our buyer, so we didn’t have to finance the property.

How we found our buyer for the property:
We sent an email to our buyers list and we got plenty of interest in the property. The investor who ended up 
buying the property was someone we met at a local networking event who rehabbed a lot of homes in that 
area. 

It was very easy to show the property as I had communicated to the seller that we would need access to the 
property to show it. When we put the house under contract, I told the seller that anytime I wanted to show the 
property, I would give her 24 hours notice. The investor we ended up selling the contract to was the first and 
only person to whom I ended up showing the property. After he saw the property and the potential in the deal, 
the buyer made an offer. 

How we structured the deal with the buyer:
After a quick walkthrough, our investor buyer made us an offer for $75,000 with an initial cash deposit of $5,000. 
We made the buyer’s due diligence process very easy by providing him with a full repair list and a list of five 
comparable properties in the area that had all sold for over $165,000. The buyer simply needed to verify with 
his own eyes the repairs that were needed on the property. 

We told the buyer we would sign the “assignment of contract” when the payoffs and title work were back from 
the attorney who would handle the closing. 
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There was a small snag when we got the payoffs back. As it turned out, the seller owed $51,000 on the mortgage 
and had $17,400 in liens and back taxes, not the $10,000 the seller had stated when I met with her. This is not 
an uncommon scenario. Many times the debt is higher than the seller originally thought. 

Of course we had a contract on the property for less than what the seller owed and could have pressed the 
seller to come to the closing table with the difference of $7,400. However, we already had an interested buyer 
at $75,000 who was willing to buy our contract. 

So we raised our offer and signed a new purchase contract to cover the entire debt of $68,400. A few days later 
we signed the “assignment of contract” and sold the contract to the buyer for $75,000. 

Deal Summary and Major Lessons Learned:
This was a fairly simple deal. Effectively, we made $6,600 selling the contract on this property to another buyer. 
This isn’t a deal you can retire with, but it was still good considering we had about 5 total hours in the deal. 

The first major lesson you can take away from this deal is to always expect a seller who is either behind on payments 
or has other liens on a property to always owe more than they think they owe. This is why we waited for the 
payoffs and the title search to come back before we signed the “assignment of contract” with the buyer on 
this deal. Thus, when you meet with the seller, always get an “authorization to release” so you can get a payoff 
from the bank yourself. You should also have a really good title company or an attorney who can do very quick 
title searches so you don’t have to wait around for the information.
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“Than, Paul, and team,
Delince and I just wanted to drop you another thank-you note 
for everything you have done for us over the past few years. 
We literally went from not having any experience to owning a 
full-fledged real estate investment company because of what 
you have taught us. We are now buying and selling multiple 
properties a month, and we are still growing every year.  This 
business has totally changed our lives and given us both 
something to get excited about on a daily basis. Thank you so 
much.”

Aaron Breen and Delince Louis / Winthrop, MA

Student Success Story  

All income or earning statements are only estimates of what could be earned. There is no assurance that your earnings or 
income will match the figures we present. Like any business, real estate investing takes work and application of what you learn 
and your results will vary based on your effort, dedication, and willingness to follow the program. 
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FortuneBuilders is a real estate investment education company founded by the stars of A&E’s hit TV show, Flip 
This House, Than Merrill and his business partners. Over the past decade they have bought and sold hundreds 
of properties and built a highly successful real estate investment business model. 

FortuneBuilders prides itself on teaching investors not only the principles of sound real estate investing, but 
also how to build a successful business that is not dependent on you as the business owner. Many real estate 
investors’ sense of success comes from the process of building an efficient business that is profitable. From 
our point of view, having a business that works is not enough. We believe success is when your real estate 
investment business is not only profitable, but also gives you the time to enjoy your life and fulfill your passions 
and dreams. We believe success is defined as having a turnkey, systems-dependent business that serves as a 
vehicle for all the people it touches: the owners, employees, and the community. 

FortuneBuilders has made it their mission to not only teach people how to successfully invest in real estate, but 
also how to build an actual business that is not dependent on trading time for money. 

About Than Merrill
Than Merrill has over 14 years of professional experience in the real 
estate investment and lending industry. He is the founder and principal 
in several residential and commercial real estate investment companies 
and has been involved in over $750 million dollars worth of transactions 
during that time frame. His companies currently manage between 25 to 
40 ongoing real estate development projects at any given time.

Through his education company, FortuneBuilders, he’s been able to 
share his knowledge and passion for real estate with thousands of 
aspiring investors.

As a graduate of Yale University and a former NFL player, Than 
attributes his success in sports, business and investing to coaching, 
education and systems. Than is married and has two children.

About FortuneBuilders
& Than Merrill

About FortuneBuilders
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Real Estate Investor Vocabulary

Acceleration Clause: Stipulation in a mortgage agreement that allows the lender to demand immediate 
payment of the entire loan balance if any scheduled payment is missed. 

Adjustable Rate Mortgage (ARM): Mortgage loan on which the interest rate falls and rises with changes in 
prevailing rates. The mortgage rate is tied to a selected index and may be adjusted annually. Also called a 
variable rate mortgage. 

Agent: Person authorized to act by and on behalf another. 

Air Rights: Right to occupy and use the open space above a parcel of land or property, such as in the leasing 
of air space existing buildings or highways. 

Amortize: Pay a debt in monthly or other periodic installment until the total amount, along with the interest, if 
any, is paid. 

Amortization schedule: A table which shows how much of each payment will be applied toward principal and 
how much toward interest over the life of the loan. It also shows the gradual decrease of the loan balance until 
it reaches zero. 

Annual Percentage Rate (RPR): Combines the interest rate with other loan costs, such as points and loan 
fees, into a Single figure that shows the true annual cost of borrowing. 

Appraisal: A formal estimate of property value conducted by a professional qualified to make such an opinion. 

Appraised value: An opinion of a property’s fair market value, based on an appraiser’s knowledge, experience, 
and analysis of the property. Since an appraisal is based primarily on comparable sales, and the most recent 
sale is the one on the property in question, the appraisal usually comes out at the purchase price.
 
Appraiser: An individual qualified by education, training, and experience to estimate the value of real property 
and personal property. Although some appraisers work directly for mortgage lenders, most are independent.
 
Appreciation: Increase in property value or worth due to economic or related factors; the opposite of 
depreciation.
 
As is: Said of property offered for sale in its present condition with no guarantees as to quality and no promise 
of repair or fix-up by the seller; property is purchased in exactly the condition in which it is found.
 
Assessed Value: A value placed on a property be an agency of the government for taxation and other purpose.
 
Assessment: Tax or charge levied on property by a taxing authority to pay for local improvements such as 
sidewalks, streets, and sewers. 

Asset: Items of value owned by an individual. Assets that can be quickly converted into cash are considered 
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“liquid assets.” These include bank accounts, stocks, bonds, mutual funds, and so on. Other assets include real 
estate, personal property, and debts owed to an individual by others.

Assignment: When ownership of your mortgage is transferred from one company or individual to another, it is 
called an assignment. 

Assumption of mortgage: Taking title to property that has an existing mortgage, and being personally liable 
for its payment as a condition of the sale. 

Balloon Loan: Mortgage loan in which a large final payment becomes due because the loan amount was not 
fully amortized. A final lump sum payment. 

Binder: Short purchase contract used in some areas to secure a real estate transaction until a more formal 
contract can be signed later date; usually accompanied by an earnest money deposit. 

Blanket Mortgage: Single mortgage that convers more than one real property, i.e. a house plus the vacant lot 
next door. 

Blockbusting: Illegal practice of creating panic selling in a neighborhood for financial gain. Typically exploits 
racial and religious bias to get homeowners to sell low so the properties can be resold at a mark up.

Breach of contract: When one party fails to live up to the terms and conditions or a contract, without a valid, 
legal excuse. 

Bridge Loan: Not used much anymore, bridge loans are obtained by those who have not yet sold their 
previous property, but must close on a purchase property. The bridge loan becomes the source of their funds 
for the down payment. One reason for their fall from favor is that there are more and more second mortgage 
lenders now that will lend at a high loan to value. In addition, sellers often prefer to accept offers from buyers 
who have already sold their property. 

Broker: Licensed individual who acts independently in conducting a real estate brokerage business; also a 
person who buys and sells for another for a commission. 

Brokerage: Business of a broker. Also, the amount charged for a broker’s service. 

Builder’s Warranty: Written statement by a builder assuring that a dwelling was completed according to a 
stipulated set of standards. It protects the buyer from any latent defects. 

Building codes: Minimum construction standards set by state or local laws for public safety and health. 
Includes the design, constructing, repairs, and quality of building materials, as well as the use and occupancy.
 
Buy-down: Cash payment to a lender to reduce the interest rate a borrower must pay on a new mortgage 
loan. Commonly used by builders to sell new homes.
 
Buyer’s market: Describes an excess supply of homes for sale, in which there are few buyers and many sellers. 
In such a market, the buyer can typically negotiate more favorable price and terms.
 
Bylaws: Rules and regulations that govern how a homeowners association will be run.
 
Cancellation Clause: Stipulation in a contract that allows a buyer or seller to cancel the contract in the event of 
a certain specified occurrence.
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Cap: Adjustable Rate Mortgages have fluctuating interest rates, but those fluctuations are usually limited to a 
certain amount. Those limitations may apply to how much the loan may adjust over a six month period, an annual 
period, and over the life of the loan, and are referred to as “caps.” Some ARMs, although they may have a life 
cap, allow the interest rate to fluctuate freely, but require a certain minimum payment which can change once a 
year. There is a limit on how much that payment can change each year, and that limit is also referred to as a cap.

Capital gain: Profit earned from the sale of an asset. Capital gains are taxed differently then wage or salary income. 

Cap Rate: is the ratio between the net operating income produced by an asset and its capital cost (the original 
price paid to buy the asset) or alternatively its current market value. Capitalization rate = annual net (after all 
expenses) operating income / cost of property. If net income on an asset is $5,000 and the property cost to 
purchase that property is $35,000 the cap rate would be 14% or 14 cap. 

Cash-out Refinance: When a borrower refinances his mortgage at a higher amount than the current loan 
balance with the intention of pulling out money for personal use, it is referred to as a “cash out refinance.” 

Caveat emptor: Latin for “Let the buyer beware.” Under this legal phrase, the buyer is expected to judge and 
evaluate property carefully before buying, or purchase at their own risk. 

CC&Rs: Stands for covenants, conditions and restrictions. They are the rules by which a property owner in a 
condominium agrees to abide. 

Chain of title: An analysis of the transfers of title to a piece of property over the years. 

Clear Title: A title that is free of liens or legal questions as to ownership of the property. 

Close: Act of finalizing a transaction in which all the concerned parties meet to transfer title to a property. Also, 
when real estate formally changes ownership. 

Closing costs: Expenses over and above the price of property that must be paid by buyers and sellers before 
title is transferred. Also known as settlement costs. 

Closing statement: Written account of all expenses, adjustments, and disbursements received by the buyer 
and seller when completing a real estate transaction. 

Cloud on title: Defect in the title that impairs the owner’s ability to market the property. This might be a lien, 
claim, judgment, or encumbrance. 

Collateral: Something of value given or pledged to a lender as security for the repayment of a loan.
 
Commingle funds: Mixing of a clients’ funds, or escrow, with an agent’s personal funds in an account; 
considered to be grounds for the suspension or revocation of the broker’s real estate license. 

Commission: Payment, or brokerage fees, given by the seller of a property to a real estate agent for services 
rendered. Usually paid at the closing. 

Common elements: Parts of a condominium, cooperative, or private home association shared by all residents, 
so that each unit owner holds an undivided interest in, for example, the hallways, parking facilities, or 
swimming pool. 
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Common Area Assessments: In some areas they are called Homeowners Association Fees. They are charges 
paid to the Homeowners Association by the owners of the individual units in a condominium or planned unit 
development (PUD) and are generally used to maintain the property and common areas.

Comparables: Properties similar to a specific piece of property that are used to help estimate the value of that 
property. 

Competitive market analysis: A method of determining home value that looks at recent home sales, homes 
presently on the market, and homes that were listed but did not sell. 
 
Condominium: Type of housing where buyers own their units outright, plus an undivided share, or joint 
ownership, in the common elements of the building or community. 

Consideration: Something of value, usually money, given to induce another to enter into a contract. 

Construction loan: Type of loan where money is doled out as construction takes place; borrower must obtain a 
permanent long-term mortgage from another source to repay the construction loan. Also called an interim loan. 

Contingency: A provision in a contract that keeps it from becoming binding until a certain event happens. A 
satisfactory inspection report might be a contingency. 

Contract: A legally enforceable agreement between two or more parties. To be valid, a real estate contract 
must be dated, in writing, include a consideration, have a description of the property, the place and date of 
delivery of the deed, and spell out all terms and conditions that were mutually agreed upon. It also must be 
executed (signed) by the buyer and seller. 

Contractor: One who contracts to do something for another. For example, in construction, a specialist who 
enters into a formal construction contract to build a real estate structure or handle renovations, improvements, 
and additions to an existing structure. 

Conventional loan or mortgage: Real estate loan that is not insured by the FHA or guaranteed by the VA. 

Convertible ARM: An adjustable-rate mortgage that allows the borrower to change the ARM to a fixed-
rate mortgage within a specific time. 

Convey: To transfer property from one person to another. 

Conveyance: Document used to transfer title. A deed is a conveyance. 

Cooperative: Land and building owned or leased by a corporation which in turn leases space to its 
shareholders, who are also part owners of the building and have a proprietary lease. In lieu of rent, they 
each pay a proportionate monthly or quarterly fixed rate to cover operating costs, mortgage payments, 
taxes, etc. 

Counteroffer: An offer made in response to an earlier, unacceptable one; it terminates the original offer. 

Credit: An agreement in which a borrower receives something of value in exchange for a promise to repay 
the lender at a later date. 

Credit History: A record of an individual’s repayment of debt. Credit histories are reviewed my mortgage 
lenders as one of the underwriting criteria in determining credit risk. 
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Credit report: A past history of debt repayment used by creditors as an indicator of future readiness to 
responsibly repay debt. 

Deed: Written document that when executed and delivered conveys title to real property.

Deed-in-lieu: Short for “deed in lieu of foreclosure,” this conveys title to the lender when the borrower is in 
default and wants to avoid foreclosure. The lender may or may not cease foreclosure activities if a borrower 
asks to provide a deed-in-lieu. Regardless of whether the lender accepts the deed-in-lieu, the avoidance 
and non-repayment of debt will most likely show on a credit history. What a deed-in-lieu may prevent is 
having the documents preparatory to a foreclosure being recorded and become a matter of public record. 
 
Deed of trust: Document resembling a mortgage that conveys legal title to a neutral third party as security 
for a debt. Also called a trust deed or deed in trust. Some states, like California, do not record mortgages. 
Instead, they record a deed of trust which is essentially the same thing. 

Deed restrictions: Provisions placed in deeds to control how future landowners may or may not use the 
property. Also called deed covenants. 

Default: Breach of a contract or failure to meet a legal obligation. Nonpayment of a mortgage beyond a 
certain number of payments is considered a default. 

Deficiency judgment: Judgment issued against a borrower when the sale of foreclosed property does not 
bring in enough to pay the balance owed on the mortgage. 

Delinquent loan: One where the borrower is behind, or late, in payments. 

Deposit: A sum of money given in advance of a larger amount being expected in the future. Often called in 
real estate as an “earnest money deposit.” See earnest money deposit. 

Depreciation: Gradual decline on paper in market value of real estate, especially because of age, 
obsolescence, wear and tear, or economic conditions. 

Discount broker: Full-service broker who charges less than the prevailing commission rates in his or her 
community. 

Discount points: Added loan fee charged by a lender to make the yield on a lower-than-market-value loan 
competitive with higher-interest loans. 

Down Payment: Initial cash investment made as evidence of good faith when purchasing real estate. It is 
usually a percentage of the sale price. 

Due-on-sale: Clause in a note or mortgage giving the lender the right to call the entire loan balance due if the 
property is sold or otherwise conveyed. 

Earnest money deposit: Money that accompanies an offer to purchase as evidence of good faith. It is almost 
always a personal check, certified check, or money order rather than cash. 

Easement: Limited right to cross or use for some specified purpose the property of another. It may be 
permanent or temporary. Water, sewage, and utility suppliers frequently hold an easement across private 
property. 
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Eminent domain: The right or power of government to acquire private property for public use without the 
consent of the owner, provided fair compensation is provided. 

Encroachment: A building or other improvement that extends beyond its boundary and intrudes upon the 
property of another. 

Encumbrance: Any impediment to a clear title. It can be a claim, lien, zoning restriction, or other legal right or 
interest in land that diminishes its value. The report of the title search usually shows all encumbrances.

Equity: Value an owner has in a piece of property less the debt against it. For example, if the market value of a 
house is $150,000 and the owner has paid off $10,000 of a $75,000 mortgage, the owner has $85,000 equity. 

Equity build-up: Term used to refer to the increase of one’s equity in a property due to mortgage balance 
reduction and price appreciation. 
 
Escheat: Reversion of property to the state when the owner dies without leaving a will and has no heirs to 
whom the property may pass. 

Escrow: Money or documents held by a third party until specific conditions of an agreement or contract are 
fulfilled. 

Escrow account: Special bank account into which escrow monies are deposited and from which they are 
disbursed. Lawyers and real estate brokers maintain escrow accounts to hold money in trust for others. 

Escrow company: A firm that specializes in handling the closing of a transaction. 

Estate: The ownership interest of an individual in real property. The sum total of all the real property and 
personal property owned by an individual at time of death. 

Executor: A person named in a will to administer an estate. The court will appoint an administrator if no 
executor is named. 

Exclusive agency listing: Listing where the owner reserves the right to sell his property himself, but also 
agrees to list with no other broker during the listing period besides the appointed real estate broker.

Exclusive-right-to-sell listing: Listing that gives the broker the right to collect a commission no matter who 
sells the property during the listing period. 

Fair Market value: The highest price that a buyer, willing but not compelled to buy, would pay, and the lowest 
a seller, willing but not compelled to sell, would accept. 

Fannie Mae: Common name for the Federal National Mortgage Association, which buys and sells loans in the 
secondary mortgage market. 

Fannie Mae’s Community Home Buyer’s Program: An income-based community lending model, under 
which mortgage insurers and Fannie Mae offer flexible underwriting guidelines to increase a low- or moderate-
income family’s buying power and to decrease the total amount of cash needed to purchase a home. 
Borrowers who participate in this model are required to attend pre-purchase home-buyer education sessions.
 
First mortgage: Mortgage on a property that is superior to any other. It is the first to be paid in the event of 
foreclosure. 
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Fixtures: Any personal property that has been permanently attached to real property and therefore included 
in the transfer of real estate. The kitchen sink is a fixture.
 
Foreclosure: Legal action instigated by a lender to end all ownership rights when mortgage payments have 
not been kept up.
 
Freddie Mac: Common name for the Federal Home Loan Mortgage Corporation, which buys and sells loans in 
the secondary mortgage market.
 
Fee simple: Ownership of real property that is to be used and/or sold at the owner’s discretion.

FHA: Acronym for Federal Housing Authority, an agency created within the Department of Housing and Urban 
Development (HUD) that insures mortgages on residential property, with down payment requirements usually 
lower than prevailing ones. 

Fiduciary: Person acting in a position of trust, responsibility and confidence for another, such a broker for his 
client. 
 
401(k)/403(b): An employer-sponsored investment plan that allows individuals to set aside tax-deferred 
income for retirement or emergency purposes. 401(k) plans are provided by employers that are private 
corporations. 403(b) plans are provided by employers that are not for profit organizations. 

401(k)/403(b) loan: Some administrators of 401(k)/403(b) plans allow for loans against the monies you have 
accumulated in these plans. Loans against 401K plans are an acceptable source of down payment for most 
types of loans. 

Government loan (mortgage): A mortgage that is insured by the Federal Housing Administration (FHA) or 
guaranteed by the Department of Veterans Affairs (VA) or the Rural Housing Service (RHS). Mortgages that are 
not government loans are classified as conventional loans. 

Gentrification: Process whereby private or government-sponsored development of certain aging 
neighborhoods results in the displacement of low- or moderate-income families by the more affluent and leads 
to an increase in property values. 

Grace period: Specified period of time to meet a commitment after it becomes due, without penalty or 
default. For example, most lenders allow a two-week grace period after the due date of the mortgage 
payment before a late fee is imposed. 

Graduated payment mortgage: Mortgage loan for which the initial payments are low but increase over the 
life of the loan. 

Grantee: Person named in a deed who acquires ownership of real estate; the buyer. 

Grantor: Person named in a deed who conveys ownership of real estate; the seller. 

Hazard Insurance: Insurance coverage that in the event of physical damage to a property from fire, wind, 
vandalism, or other hazards. 

Highest and best use: Use of land that is most logical and productive. Refers to the greatest income it can 
bring the owner, as well as factors such aesthetics and benefits to the surrounding community. 
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Historic structures: Buildings of historical or architectural significance, perhaps landmarks, that are 
designated by federal, state, or local historical commissions. 

Home Equity Conversion Mortgage (HECM): Also referred to as a “reverse mortgage” Usually referred to 
as a reverse annuity mortgage, what makes this type of mortgage unique is that instead of making payments 
to a lender, the lender makes payments to you. It enables older home owners to convert the equity they have 
in their homes into cash, usually in the form of monthly payments. Unlike traditional home equity loans, a 
borrower does not qualify on the basis of income but on the value of his or her home. In addition, the loan 
does not have to be repaid until the borrower no longer occupies the property. Home Equity Line of Credit: A 
mortgage loan, usually in second position, that allows the borrower to obtain cash drawn against the equity of 
his home, up to a predetermined amount.

Home Inspection: A thorough inspection by a professional that evaluates the structural and mechanical 
condition of a property. A satisfactory home inspection is often included as a contingency by the purchaser. 

Homeowner’s insurance policy: Packaged insurance policy for homeowners and tenants that cover property 
damage and public liability, such as fire, theft, and personal liability.
 
Homeowner’s Warranty: A type of insurance often purchased by homebuyers that will cover repairs to certain 
items, such as heating or air conditioning, should they break down within the coverage period. The buyer often 
requests the seller to pay for this coverage as a condition of the sale, but either party can pay.
 
Homestead protection: State and federal laws that protect against the forced sale of a person’s home by 
creditors. Also, upon the death of one spouse, provides the other with a home for life.
 
Housing codes: Local regulations that set minimum conditions under which dwellings are considered fit for 
human habitation. It guards against unsanitary or unsafe conditions and overcrowding. 

HUD: Acronym for the Department of Housing and Urban Development, an agency from which almost all of 
the federal government’s housing programs flow.
 
HUD-1 Settlement Statement: A document that provides an itemized listing of the funds that were paid 
at closing. Items that appear on the statement include real estate commissions, loan fees, points, and initial 
escrow (impound) amounts. Each type of expense goes on a specific numbered line on the sheet. The totals at 
the bottom of the HUD-1 statement define the seller’s net proceeds and the buyer’s net payment at closing. It 
is called a HUD1 because the form is printed by the Department of Housing and Urban Development (HUD). 
The HUD1 statement is also known as the “closing statement” or “settlement sheet.” 

Improvement: Any form of land development or man-made addition, such as the erection of a building or 
fence, to enhance the value of private property; also an improvement to publicly owned structures, such as a 
sewer or road. 

Inspection: The act of physically examining and testing a piece of property to ascertain certain information.
 
Installment payment: Periodic payment, usually monthly, of interest and principal on a mortgage or other loan.
 
Interest: A fee paid for the use of money; also a share or right in something.
 
Interim financing: Short-term loan usually made during the construction phase of a building project or until a 
permanent, long-term loan can be obtained. Also called a construction loan.
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Joint tenancy: Property owned by two or more persons with equal and undivided interest and ownership and 
the right of survivorship. If one owner dies, the property automatically passes to the others. 

Judgment: Court decree stating that one person is indebted to another. Also specifies the amount of the debt 
that is owed to that individual. 

Junior mortgage: Any mortgage, such a second or third mortgage on a property, which is subordinate to the 
first one in priority. 

Lease: Contract that conveys the right to use property for a period of time in return for a consideration, usually 
rent, paid to the property owner.

Lease Option: An alternative financing option that allows home buyers to lease a home with an option to buy. 
Each month’s rent payment may consist of not only the rent, but an additional amount which can be applied 
toward the down payment on an already specified price. 

Leasehold Estate: A way of holding title to a property wherein the mortgagor does not actually own the 
property but rather has a recorded long-term lease on it. 

Lease-purchase option: Opportunity to purchase a piece of property by renting for a specified period, with 
the provision that the lessee may choose to buy after or during the leasing period at a predetermined sale 
price.
 
Legal Description: A property description, recognized by law, that is sufficient to locate and identify the 
property without oral testimony. 

Lessee: Someone who rents under a lease; the tenant. 

Lessor: Someone who rents to another party through a lease; the landlord. 

Liability insurance: Insurance coverage that offers protection against claims alleging that a property owner’s 
negligence or inappropriate action resulted in bodily injury or property damage to another party. It is usually 
part of a homeowner’s insurance policy. 

License: A privilege or right granted to a person by a state to operate as a real estate broker or salesperson. 

Lien: A debt on a property which encumbers it until the obligation is paid; a mortgage, back taxes, or other claim. 

Life Cap: For an adjustable-rate mortgage (ARM), a limit on the amount that the enterest rate can increase
or decrease over the life of the mortgage. 

Line of credit: An agreement by a commercial bank or other financial institution to extend credit up to a 
certain amount for a certain time to a specified borrower. 

Liquid asset: A cash asset or an asset that is easily converted into cash. 

Listing: Contract used for hiring a real estate agent to sell a piece of property. Also a piece of property that is 
for sale. 

Loan origination fee: Paid by the borrower to get a loan; it covers expenses incurred by the lender, such as 
the cost of the appraisal, credit report, title search, etc. 
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Loan servicing: Task of collecting monthly payments, handling insurance and tax impounds, delinquencies, 
early payoffs, and mortgage releases. 

Loan-to-value ratio: Relationship of a mortgage loan to the appraised value of a piece of property. Usually 
expressed to the buyer in terms of how much the lender will lend, i.e. – 75 percent financing. 

Lock-in: An agreement in which the lender guarantees a specified interest rate for a certain amount of time at 
a certain cost. 

Lock-in period: The time period during which the lender has guaranteed an interest rate to a borrower.

Margin: The difference between the interest rate and the index on an adjustable rate mortgage. The margin 
remains stable over the life of the loan. It is the index which moves up and down. 

Maturity: The date on which the principal balance of a loan, bond, or other financial instrument becomes due 
and payable. 

Maintenance fees: Paid by a condominium unit owner to the owners’ association for upkeep of the common 
areas. 

Market price: Actual selling price of a property. 

Market value: Generally accepted as the highest price that a ready, willing, and able buyer will pay and the 
lowest price a ready, willing, and able seller will accept for a property. 
Marketable title: Good and clear title that is free from reasonable doubt as to who the owner is. 

Master deed: Document that converts a parcel of land into a condominium subdivision. 

Master plan: Long-range, comprehensive guide for the physical growth or development of a community.
 
Maturity date: Date on which principal and interest on a mortgage or other loan must be paid in full.
 
Mortgage: Legal document that creates a lien on property; it secures the repayment of a loan.
 
Mortgage broker: Individual or company that brings borrowers and lenders together; a loan broker.
 
Mortgage company or mortgage banker: Financial intermediary that offers mortgages to borrowers, and 
then resells them to various lending institutions, government agencies, or private investors.
 
Mortgagee: Party or institution that lends money; the creditor.
 
Mortgagor: Party or person that borrows money, giving a lien on the property as security for the loan; the 
borrower.
 
Multiple listing: Agreement that allows real estate brokers to distribute information on the properties they have 
listed for sale to other members of a local real estate organization. Allows the widest possible marketing of those 
properties. Commissions are split by mutual agreement between the listing broker and the selling broker.
 
Multi dwelling units: Properties that provide separate housing units for more than one family, although they 
secure only a single mortgage.
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Negative amortization: Some adjustable rate mortgages allow the interest rate to fluctuate independently of a 
required minimum payment. If a borrower makes the minimum payment it may not cover all of the interest that 
would normally be due at the current interest rate. In essence, the borrower is deferring the interest payment, 
which is why this is called “deferred interest.” The deferred interest is added to the balance of the loan and the 
loan balance grows larger instead of smaller, which is called negative amortization.
 
No cash-out refinance: A refinance transaction which is not intended to put cash in the hand of the borrower. 
Instead, the new balance is calculated to cover the balance due on the current loan and any costs associated with 
obtaining the new mortgage. Often referred to as a “rate and term refinance.”

No-cost loan: Many lenders offer loans that you can obtain at “no cost.” You should inquire whether this means 
there are no “lender” costs associated with the loan, or if it also covers the other costs you would normally have 
in a purchase or refinance transactions, such as title insurance, escrow fees, settlement fees, appraisal, recording 
fees, notary fees, and others. These are fees and costs which may be associated with buying a home or obtaining 
a loan, but not charged directly by the lender. Keep in mind that, like a “no-point” loan, the interest rate will be 
higher than if you obtain a loan that has costs associated with it.
 
Note: A legal document that obligates a borrower to repay a mortgage loan at a stated interest rate during a 
specified period of time.
 
Note Rate: The interest rate stated on a mortgage note.
 
Net lease: Lease requiring the tenant to pay all the costs incurred in maintaining a property, including taxes, 
insurance, repairs, and other expenses normally required of the owner.
 
Nonconforming use: Use of property that is permitted to continue after a zoning ordinance prohibiting it has 
been passed. 

Offer: Oral or written proposal to buy a piece of property at a specified price.
 
Open listing: Listing that gives a broker a nonexclusive right to find a buyer; the owner can still find a buyer 
himself and avoid a commission.
 
Option: The exclusive right to purchase or lease a property at a predetermined price or rent at some future time.
 
Origination fee: A charge by the lender for granting and processing a new mortgage loan.
 
Owner Financing: A property purchase transaction in which the property seller provides all or part of the 
financing. The owner of the property acts as the “lender” on their own property.
 
PITI: Acronym for “principal, interest, taxes, and insurance.” Frequently used to describe a loan payment that 
combines all four items.
 
PITI reserves: A cash amount that a borrower must have on hand after making a down payment and paying all 
closing costs for the purchase of a home. The principal, interest, taxes, and insurance (PITI) reserves must equal 
the amount that the borrower would have to pay for PITI for a predefined number of months.

Principal, Interest, Taxes, and Insurance (PITI): The four components of a monthly mortgage payment on 
impounded loans. Principal refers to the part of the monthly payment that reduces the remaining balance of 
the mortgage. Interest is the fee charged for borrowing money. Taxes and insurance refer to the amounts that 
are paid into an escrow account each month for property taxes and mortgage and hazard insurance.
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Planned Unit Development (PUD): Individually owned houses with community ownership of common areas, 
such as swimming pools and tennis courts.
 
Plat: Map or survey showing the location and boundaries of individual properties and how they have been 
subdivided into lots and blocks.
 
Point: Fee charged by a lender to get additional revenue over the interest rate. A point is equal to one percent 
of the loan amount.
 
Power of attorney: A legal document that authorizes another person to act on one’s behalf. A power of 
attorney can grant complete authority or can be limited to certain acts and/or certain periods of time.
 
Prepayment penalty: Fee charged by the lender when a borrower repays the loan early.
 
Pre-qualification: This usually refers to the loan officer’s written opinion of the ability of a borrower to qualify 
for a home loan, after the loan officer has made inquiries about debt, income, and savings. The information 
provided to the loan officer may have been presented verbally or in the form of documentation, and the loan 
officer may or may not have reviewed a credit report on the borrower.
 
Prime rate: The interest rate that banks charge to their preferred customers. Changes in the prime rate are 
widely publicized in the news media and are used as the indexes in some adjustable rate mortgages, especially 
home equity lines of credit. Changes in the prime rate do not directly affect other types of mortgages, but the 
same factors that influence the prime rate also affect the interest rates of mortgage loans.
 
Principal: The amount of money borrowed; the amount of money still owed.
 
Private mortgage insurance (PMI): Required by most lenders for conventional loans with a down payment 
of less than 20 percent. Insurance is paid by the borrower and guarantees the lender will not lose money if the 
borrower defaults. 

Promissory note: A written promise to repay a debt on demand or at a stated time in the future.
 
Property tax deductions: The Canada Revenue Service (CRA) allows homeowners to claim as itemized 
personal deductions money paid for provincial and local realty taxes, as well as interest on debt secured by 
their homes. It also allows for the deduction of loan prepayment penalties, and the deduction of points on new 
loans.
 
Property tax: Assessment levied by city and county governments on real and personal property to generate 
the bulk of their operating revenues to pay for such public services as schools, libraries, and roads.
 
Public auction: A meeting in an announced public location to sell property to repay a mortgage that is in 
default.
 
Qualification: Act of determining a potential buyer’s needs, abilities, and urgency to buy and matching these 
with available properties.
 
Quit-claim deed: A conveyance by which the grantor transfers whatever interest he or she has in the real estate 
without warranties or obligations.
 
Real estate: The land itself and everything extending below and above it, including all things permanently 
attached, whether by nature or by man. 
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Real estate broker: Individual who has passed a provincial broker’s test and represents others in realty 
transactions. Anyone having his or her own office must be a broker.
 
Real estate investment trust (REIT): Entity that allows a very large number of investors to pool their money in 
the purchase of real estate, but as passive investors. The investors do not buy directly. Instead, they purchase 
shares in the REIT that owns the real estate investment.
 
Real estate salesperson: Person who has passed a provincial examination for that position, and must work 
under the supervision of a broker.
 
Real property: Land and buildings and anything permanently attached to them.

Realtor: A real estate broker or agent who is a member of the Canada Real Estate Association (CREA), a 
professional real estate group that subscribes to a Code of Ethics. Not every broker or agent is a Realtor, a 
word that is a registered trademark and always capitalized.
 
Recording: Entering or recording documents affecting or conveying interests in real estate in the recorder’s 
office; until recorded a deed or mortgage generally is not effective against subsequent purchases or mortgage 
liens.
 
Redlining: Practice of refusing to make loans in certain neighborhoods. Also applies to insurance companies 
that refuse to offer policies in certain neighborhoods.
 
Refinance: To pay off one loan by taking out another on the same property.
 
Release of mortgage: Certificate from the lender stating that the loan has been repaid.
 
Rent control: Government-imposed restrictions on the amount of rent a property owner can charge.
 
Replacement cost: The cost at today’s prices and using today’s construction methods, of building an 
improvement having the same usefulness as the one being appraised.
 
Report of title: Document required before title insurance can be issued. It states the name of the owner, 
a legal description of the property, and the status of taxes, liens, and anything else that might affect the 
marketability of the title.
 
Reserve account: An account for money collected each month by a lender to pay for property taxes and 
property insurance as they come due.
 
Restrictive covenants: Clauses placed in a deed to restrict the full use of the property by controlling how 
future landowners may or may not use the property; also used in leases.
 
Right of first refusal: A person’s right to have the first opportunity to either lease or purchase real property.
 
Right of survivorship: A feature of joint tenancy giving the surviving joint tenants the rights, title and interests 
of the deceased joint tenant. Right of survivorship is the basic difference between buying property as joint
tenants and as tenants in common.
 
Sales contract: Contract that contains the terms of the agreement between the buyer and seller for the sale of 
a particular parcel or parcels of real estate. 
Second mortgage: Lien on property that is subordinate to a first mortgage. In the event of default, the second 
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mortgage is repaid after the first. Also called a junior mortgage, and in some circumstances a home equity loan.
 
Secondary mortgage market: Market for the purchase and sale of existing mortgages, designed to provide 
greater liquidity for mortgages; plays an important role in getting money from those who want to lend to those 
who want to borrow.
 
Seller’s market: One with few sellers and many buyers.
 
Seller carry-back: An agreement in which the owner of a property provides financing, often in combination 
with an assumable mortgage.
 
Semidetached: One structure containing two dwelling units separated vertically by a common wall.

Settlement: The day on which title is conveyed or transferred.
 
Special assessment: A special tax imposed on specific parcels of real estate that will benefit from a proposed 
public improvement, such as a street or sewer.
 
Steering: The illegal practice of directing potential home buyers to or away from certain neighborhoods either 
to maintain or to change the character of an area, or to create a speculative situation.
 
Tax sale: A court-ordered sale of real property to raise money to cover delinquent taxes.
 
Tax shelter: A realty investment that produces income-tax deductions for its owner.
 
Tenancy by the entirety: A form of joint ownership reserved for married persons; right of survivorship exists 
and neither spouse has a disposable interest during the lifetime of the other.
 
Tenants in common: Style of ownership in which two or more persons purchase a property jointly, but with no 
right of survivorship and separate undivided interests. They are free to will their share to anyone they choose, a 
principal difference between this form of ownership and joint tenancy.
 
Time-sharing: Part ownership of a property coupled with a right to exclusive use of it for a specified number of 
days per year.
 
Title: Actual ownership; the right of possession; also the evidence of ownership such as a deed or bill of sale.
 
Title insurance: An insurance policy that protects against any losses incurred because of defects in the title not 
listed in the title report or abstract.
 
Title report: A statement of the current condition of title for a parcel of land.
 
Title search: A professional examination of public records to determine the chain of ownership of a particular 
piece of property and to note any liens, encumbrances, easements, restrictions, or other factors that might 
affect the title.
 
Townhouse: Usually a two- or three-story dwelling with shared walls, or a living unit operating under the 
condominium or townhouse form of ownership.
 
Trust deed: A document used in place of a mortgage in certain provinces; a third-party trustee, not the lender, 
holds the title to the property until the loan is paid out or defaulted. Also called a deed of trust.
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Trustee: One who as agent for others handles money or holds title to their land.
 
Tax basis: The price paid for a property plus certain costs and expenses, such as closing costs, legal counsel, 
and a commission paid to help find the property.
 
Tax credit: An allowed deduction that can be subtracted from your income tax. If you are entitled to a $1,500 
credit, and your income tax would otherwise be $10,000, the credit would reduce the tax due to $8,500.
 
Tax rate: The rate at which real property is taxed in a tax district or county. For example, in a certain county, 
real property may be taxed at a rate of 55 mills (or 0.055) per dollar of assessed valuation.
 
Subdivision: A tract of land divided by the owner into smaller lots for home sites or other use.
 
Subletting: The leasing of premises by a lessee to a third party for part of the lessee’s remaining term.
 
Survey: An exact measurement of the size and boundaries of a piece of land by civil engineers or surveyors.
 
Usury: Charging a higher rate of interest on a loan than is legally allowed.
 
Valid Contract: One that meets all requirements of law, is binding upon its parties, and is enforceable in a 
court of law.
 
Valuation: Estimated or determined value; Synonymous with appraising. FortuneBuilders will teach you how to 
make this determination on your own because time is essential when evaluating deals.
 
Value: Market Value or present worth. To have value, a property must have utility, scarcity, effective demand, 
and transferability.
 
Variable rate mortgage: Adjustable rate Mortgage –
 
Variance: A permit granted as an exception to zoning ordinance that allows a property owner to meet certain 
specific needs.
 
Warranty Deed: A deed in which the grantor guarantees that he or she is giving the grantee good title free of 
encumbrances. Considered to be the best deed a grantee can receive.
 
Write-off: Depreciation or amortization an owner takes on a commercial property. 

Yield: What an investment or property will return; the profit or income. 

Zoning: Procedure that classifies real property for a number of different uses: residential, commercial, 
industrial, etc. in accordance with a land-use plan.
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