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Introduction

Although you may feel like you’ve struck gold when you buy a property, you don’t get a dime of your profits
until your property actually sells. When you reach the homestretch, or the closing phase, you can finally see
the light at the end of the tunnel. If not handled correctly it can be a very nerve-racking time. If something
goes wrong, you could be stuck with a house for much longer than anticipated. The closing process is certainly
an area where things can go wrong. It’s also when your team and your key players show their worth. It is sink
or swim time. In order to successfully close the deal, like most anything else, you’ll need a system.

The Closing Process

The final and most critical step in the process is to make sure that the buyer stays in contract and closes on
time. You will be working with all of your key players in this process in order to realize your profit. You’ll be
acting as the “closing coordinator” to make sure that no one drops the ball. It’s essential that you maintain the
right mindset and really keep things moving. By keeping communication open at all times and playing an
extremely hands-on role, you can handle objections, facilitate and help on all sides of the spectrum, and most
importantly, close the deal.
You want to make sure that this part of the process goes as smoothly as possible. Title problems and delays
in getting payoffs are the two main reasons for postponements of closings. Many investors hand off
a complete file to the attorney and expect a deal to close with no further intervention. On the contrary, you
have to remain an active participant and remember that no one wants to close this deal more than you do.
Continually communicate with the attorney’s office and make sure your files are on top of their priority list. You
will find that many details of the transaction will change based on the information that flows in from payoffs
to title issues or from new buyers that come into the picture. It is vital to keep the attorneys informed of
what is happening. At the same time, make sure you also make it clear what information should and should
not be shared with the other side’s attorneys, the sellers, and the lien holders so that you do not weaken your
negotiating position.
Even though the closing process is the most crucial step in the real estate game, it often is one of the most
neglected steps. Most people find themselves spending the last week scrambling around trying to put together a
solution to issues that could have been easily handled weeks in advance. The closing process should start long
before the offer is accepted. The key is to be organized, be prepared, and be proactive.
In real estate, just like in football, the greatest opposition is in the last five yards. The guide is here to make sure
you not only take your team to the five-yard line, but you get in the end zone as well.
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The Due Diligence Phase

A big factor in what makes real estate closings so complex is the amount of people involved. You have buyers,
sellers, appraisers, contractors, inspectors, lenders, title companies, attorneys, real estate agents, and of course
there’s you. That’s a lot of cooks in the kitchen and you need to make sure no one is starting a fire. Keep in
mind with a multitude of people comes a multitude of personalities. Any one of these people can be hit with
an assortment of issues affecting their decisions and performances. Creating a system and maintaining contact
with all parties involved every step of the way will make or break your business.
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The due diligence phase occurs in the first 15-30 days and requires a lot of your attention. Keeping track of all
aspects of a deal isn’t easy. You or your team members truly have to have excellent organizational skills. One of
the best things you can do to stay organized is have all your necessary paperwork in a file and ready to go at
all times.

Remember!
Communication with the buyers/sellers, appraisers,
contractors, inspectors, lenders, title companies,
attorneys and real estate agents should continue
throughout the closing process. As a general rule of thumb,
speak with your attorney or closing agent at least once
each week and stay in touch with the buyer and seller one
or two times each week as well. A simple email stating,
“Looking for an update hope all is well,” will suffice for the
beginning of a closing.
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The Due Diligence Phase
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When preparing to sell a property, here is a list of things you want to be on top of:
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The Due Diligence Phase
Here is another detailed list of things to be completed prior to, the day of, and right after closing. This includes calling
and making sure utilities are set up, paperwork is on hand, and everything is in place where it should be.
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The Due Diligence Phase
Although a checklist of the utilities may seem to be a bit obvious when preparing a close, it is often times overlooked.
This checklist covers all relevant and necessary factors that are to be kept in consideration and tracked such as: water
bill, electricity company, sewer company, insurance company, real estate taxes, tenant information, and future seller
contact information.
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Title Search
As things are moving forward, you should immediately order a title search.
The closing attorney or title company, who play a crucial role in the closing
process, handles this. Not only do they draft the closing papers and oversee
the transaction to make certain it is moving forward in a timely manner,
they are also key team members that help structure the transaction while
providing solutions for any issues that pop up on the title search. In most
situations you will order a title search right after getting the property under
contract, to ensure you’re not wasting your time. The cost is typically
$200-$500 and should be thought of as part of the process.
Here is a list of things that a title search can do for you:
1. Make you aware of liens or encumbrances that will keep you from executing the deal
2. Confirm that whoever is named on the title owns the property and that there are no third or fourth
parties involved
The Closing Process

3. Reveal all liens on the property and any parties that have an interest in the property by virtue of a
mortgage, lien, or any other encumbrance
4. Allows you or the buyer to obtain title insurance

Remember!
Title insurance is highly recommended for personal
protection. There is a chance that the attorney or title
company could miss an attached lien to the property
during the title search phase and you can be sued for the
rights to the property or money.

Mastering the Home Inspections
A home inspection is an important resource for a buyer. Home inspections ensure that buyers don’t get stuck holding
the bag on any of the big-ticket items such as termites, leaky roofs, and plumbing problems. It can certainly kill
the momentum and can even kill the deal. We’ve generally found that the more work you’ve done on a house,
the more a home inspector will dig and try to find something. That being said, you have to make sure you create
a positive experience. There are two major things a home inspector is supposed to do: find problems, and explain
problems. Unfortunately, they seem to rarely do the latter. It’s easy to get frustrated in this situation. Instead, get
involved and help. Make sure you are prepared to re-educate your buyers if they aren’t given correct information,
or aren’t given the full story. Do any and everything you can to help things move along.
When approaching this step in the process, know the importance of finding the right people. Having a quality
inspector on your team can do wonders for your closing process. Inspectors are definitely part of your key players.
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Remember!
If you live in an area where you know that 90 percent of
the population will want a certain inspection done, have it
done right away. For example, if you live in California and
you know that the buyer will request a termite inspection,
treat the property and provide proof to the buyer to ease
their minds. This is an excellent way to make sure you keep
the momentum up and rolling.

What we’ve found is that since we do an excellent job with our remodels, major repairs items typically won’t be on
our report. However, we know that it is the job of the inspectors to find things wrong. Knowing they’re going to
need to find something, we often leave extremely small items for the home inspector to catch intentionally, so that
they feel as if they’ve earned their keep. This can avoid frustration of killing deals and still educate a homeowner.
This way, you gain a little more control back. Here is a breakdown of the different types of inspections you can
expect to see:
STRUCTURAL INSPECTION

STUCCO INSPECTION
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Evaluate and assess the structural components and determine the
squareness and levelness as well.
PEST INSPECTION
A pest inspection can disclose not only termites or powder post beetles, but
also dry rot.
LEAD-BASED PAINT INSPECTION The federal government banned the use of lead-based paint in 1978. To
remove lead-based paint, you can hire a certified lead abatement contractor.
STANDARD HOME INSPECTION Standard inspections look for defects and allow you to find out if any repairs
need to be done.
MOLD INSPECTION
There are several types of mold. Testing air quality can test this in the home.
RADON INSPECTION
A mitigation contractor can test for radon or methane gas and recommend
how to remove it.
TREE INSPECTION
A professional arborist can tell you whether your trees are in good or bad
health and whether they are safe or unsafe.
ASBESTOS INSPECTION
The only way to tell if the house contains asbestos is to take a material sample
and have it tested. There are do-it-yourself tests, but a lab is recommended.
SOIL STABILITY TEST
Testing the soil is very important if your property is on the side of a hill.
During a rainstorm, you don’t want the house sliding away. Some areas can
also be prone to contamination.
WATER SYSTEMS INSPECTION
If the plumbing is galvanized, a plumber can tell if it needs to be replaced.
SEPTIC/SEWER INSPECTION
Older homes may not be connected to a new sewer system.
If stucco is installed incorrectly, moisture can cause big problems that are
beyond the scope of a normal home inspection.
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Insurance Policies
Buying a home is an important purchase; which makes buying insurance for that home is even more important.
You want to make sure that this piece of the puzzle is in place. This business is full of potential risk, so you need
to protect yourself. There are a variety of policies to be considered depending on your specific situation. Typically,
there are three situations you are in: you own a vacant home, you own a property that you’re renting, or you own
the home and live in it.
If you have a vacant dwelling, you will need Builder’s Risk Insurance. When a building is under construction is
can be subject to many different risks. It can catch fire, be damaged by a storm, fall victim to theft, or vandalism.
This insurance tends to be more expensive and is typically used for any home that will be vacant for more than 30
days.
If you are a landlord and renting a property, you will need Rental Dwelling Insurance. These policies provide
most of the benefits of Homeowner’s Insurance. However, it does not include covered for the tenant’s belongings.
Because of this, many large and medium-sized rental properties include a requirement in their lease that the tenants
hold their own Renter’s Insurance.
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If you own a home you will obtain Homeowner’s Insurance. This form of property insurance protects you from
damages to the house itself, damages to possessions in the home, and provides liability coverage against accidents
in the home or on the property. It certainly is not an option. It is an absolute necessity to have insurance when
owning a home. Depending on the area, additional insurance may be required as well , such as flood insurance.
Mortgage companies typically won’t work with you unless you have it.

Understanding Escrow
Escrow occurs after a seller signs a mutually acceptable purchase agreement, but before the buyer gets the keys to
the house. An escrow company typically acts as a neutral third-party that can collect all the necessary documents as
well as the funding that is involved in the closing process. The money involved is called earnest money, or good
faith money that the buyer will purchase the subject house. The real estate attorney, the title company, or the real
estate brokerage trust account will typically hold the earnest money. This part of the process is called Open Escrow.
You can still exit your contract at this stage in the game. There are various contingencies, like home inspections,
that are in the contract allowing that.
During the Closing Escrow phase, there are no longer any contingencies left on the table. The good faith money
will go to the seller if the buyer walks away. This is why it is imperative to know your timelines with each closing.

Handling the Loan Process
Plain and simple, a bad lender and poorly executed loan can kill your deal. There are plenty of things that can
happen and you need to be prepared for it. Particularly, be aware of the government back loans such as Federal
Housing Administration (FHA) and the U.S. Department of Veterans Affairs (VA), as they tend to be sticklers for
everything. Here are some loan basics to focus on:
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Seasoning Requirements on Flips
Find out if there is a seasoning requirement. FHA has had a 90-day seasoning requirement in the past that has
been waived. However, a lot of lenders who got caught up in a lot of bad loans, aren’t required to honor this waiver,
they can make it harder to get a loan and institute this requirement. Make sure you find out up front whether or
not there is a seasoning requirement so you don’t tie up a house for three months without anything that you can
do about it.
Truth in Lending Statement
When a borrower is getting a loan, this statement shows exactly what all their costs are going to be. This cannot
change. We have seen loans go south because a truth in lending statement has changed. This happens because of
a variety of reasons, for instance the borrower was not truthful on their prequalification, or even a lender not being
truthful. Lenders have promised a fixed interest rate when in fact it is a variable interest rate. Federal law requires
that lenders provide this statement to all loan applicants within three business days of receiving a loan application.
Locked-in Interest Rate
A borrower would lock in their interest rate if they think that the rate will increase over the lifetime of the loan. The
lending institution legally commits to charging only this rate. A floating rate loan is the opposite of a locked-in rate.
Floating rates are subject to change and should only be carefully considered because you are in essence gambling.
The Closing Process
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Managing The Process

A real estate transaction has life, and as it quickly grows, excitement grows with it. That’s why it’s important not
to let anything slow down or it can kill momentum and lead to second-guessing. By using all of the checklists
provided and staying organized, you can get your team in the end zone. Having everything in a nice neat
package not only helps your sanity, but it shows everyone else that you mean business. This can help when
you’re meeting with anyone from lenders to potential buyers.

The Closing Process

When forming your team, make sure they’re able to do the same. Supreme organization is an excellent quality
you want to look for in your key players. You want to make sure that they also have the ability to complete
projects and keep things running smoothly. A good Realtor, for instance, can make your process more efficient
and streamlined. A bad one can complicate things more than you can imagine. No matter how good your
team is, remember to always keep communication open, even if you are just touching base on a personal
level. Remind your team that you are the one that can help them make money and do what you need to do to
facilitate the closing.

Setting benchmarks and timelines for things to happen is often an effective way to manage the process as
well. Be sure to hold everyone accountable. Remember to touch base with the buyer once or twice a week to
maintain contact and address any issues before they become problems. Make sure they are communicating
with their financier, lining up insurance, talking to attorneys, and doing everything else they need to be doing
to close the deal. If you have someone with an attitude that borders on obsessive-compulsive behavior and
is well organized, by all means you should delegate the majority of the day-to-day follow-up work to that
employee. Know your people and know your business at all times.

The Closing Process
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Handling Opposition
Managing the transaction on the day of the closing is just as important as anything leading up to this point. It is
vital to make everyone feel comfortable and create the right environment. It might be beneficial to make conversation
about things not related to the sale. At this point, through conversing with the person, you should be able to bring
something up that puts them at ease, or at the very least, shifts the attention from the closing.
In reviewing the final transactions, make sure that you communicate figures in a clear and organized manner.
In situations where the final figures are not what the buyer expected, you must be able to logically explain the
reasoning behind the discrepancy. Some people may forget that there are customary closing costs such as conveyance taxes,
attorney fees, and release fees. When handling objections, remember that people mostly just want to be heard and
want a chance to voice their concerns. Make sure you provide reassurance and have their questions answered.

Remember!
The Closing Process

Have the attorney explain all of the fees, lien payoffs, and
other costs. This can shield you from confrontation and
allow you to only step in if the attorney is not handling the
objection well. This way, you can play the good guy.

Typically the backside of the closing happens within 30 minutes to an hour of the buy side. Unless the buyer is using your attorney, it’s best practice to attend the first couple of closings on the sale side when dealing with a new
investor. You want to not only make sure everything goes as it should, but also build a relationship with the buyer.
At this point you should be thinking of the future and how they can come back to buy from you once again. It’s not
only about who you know, it’s also about who knows you. It is common to bring the buyers a thank you gift and
ask them to tell their friends about you. Since these gifts are rarely anticipated, giving them is entirely a matter of
personal choice.
You should also be thinking of the future in terms of your Realtor. Remind the Realtor that you need to buy again
with your new profits. Finally, send a thank you card to other key players, like the lender, for working with you.
We’ve found that the second your property is sold, people are fast to forget all that you’ve done for them. Take
advantage of the moment.

The 5 Steps of Closing
In controlling a closing, just like most any other part of real estate, you should be following a system. On the next
page, we’ve mapped out a 5-step process for you to follow to make sure you are able to understand and following
all of the nuts and bolts involved. It provides more of a birds-eye view of what to do during this stage and who is
involved at each step.
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Managing The Process

Appraisal Process

The Closing Process

As part of the loan approval process, your mortgage lender will order an
appraisal of the property you are purchasing. It is a best practice to make
sure that either you, or a person from your office is always present at any
appraisal, even if the property is vacant. You want the process to go as
smoothly as possible and the only way to do that is to be there. Once
again, working with the right person is key here. Since the mortgage
lender selects the appraiser, you want to build a relationship with them
quickly. Part of this is so that they contact you the day before the appraisal.
A way to do this is to make certain that you are the contact person for
the appointment. You have the keys, or the code, to get into the house;
therefore you have to be there. They will be inspecting the property
inside and out and play a very important role in the closing process. The
appraisal report is the key to the bank’s decision as to whether or not they
want to lend on the property.

Remember!
Bring a list of improvements to the property to make the
appraiser’s job easier. You can also bring a set of
comparables (comps). Just be careful that you aren’t
stepping on their toes or force-feeding information.
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Day of Closing

You’ve scheduled the closing. All parties are in line. Financing is ready to fund the transaction. The end is in sight.
The biggest thing you want to ensure is that everyone shows up. Here’s a look at the checklist process for the day
of closing:

The Closing Process

Closing Documents
The appointment to sign loan documents is one of the most important dates on a homebuyer’s calendar. Buyers
have to close on their loan and on the real estate transaction. The documents signed vary by where you live and
the specifics of the transaction. One document you
will see is the HUD-1 or Settlement Statement. This
multi-page form itemizes the buyer and seller’s
closing costs separately. It should be reviewed
carefully before being signed.
The first page of the statement includes basic details. In Part B there are details such as your name,
the seller’s name and the property address. Read
sections J and K, which give a summary of the total
amounts owed from or due to the borrower or seller.
Both sections should be reviewed to make sure
the amounts are what had been discussed with
the lender. Here is a breakdown of how to read the
HUD-1:

The Closing Process
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Line 101: The contract price is listed here as stated in the
Agreement of Sale
Line 103: The overall settlement charges to the borrower
Line 120: The full amount due from the borrower including
the contract price, costs listed on page two, and adjustments
for taxes and other items paid by seller in advance
Line 220: The total amount paid by or for borrower including
deposit monies, principal loan(s), and Sellers Assist

The Closing Process

Line 303: The total amount of funds needed in cash or certified
check that the borrower needs to bring in order to close

Lines 406-412: Adjustments made for items that the seller
has already paid in advance of settlement, such as taxes

Lines 501-509: Itemizes all deductions in the amount that
the seller would otherwise walk away with from the settlement

Line 603: The total amount of funds that the seller gets on
the transaction, which typically comes in a check from the
title agent
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Day of Closing
Lines 701-702: Sets forth the total commission that the seller must pay to the real estate agents involved

Lines 801-811: All of the costs associated with the loan such as origination fees, appraisal fee, credit report fee,
processing fee, and administration fee. If marked “LR” or “lender retained,” then this amount was subtracted from
the funding amount wired by the lender to the title company

The Closing Process

Lines 901-905: Any amounts required by the lender to be paid in advance

Lines 1001-1009: All reserves that the lender requires to be set aside in an escrow account such as hazard
insurance, county taxes, and school taxes

The Closing Process

23

Day of Closing
Lines 1101-1113: Includes all charges associated with the buyer’s title insurance such as the insurance premium,
search fee, examination fee, endorsements, closing service letter, and overnight wire fee

Lines 1201-1203: The recording fees charged by the county to record the deed and the mortgage. Also sets forth
the proportionate share of the real estate transfer taxes for the buyer and the seller
The Closing Process

Lines 1201-1203: The seller is also responsible for a share of the real estate transfer taxes. In many jurisdictions,
the transfer taxes are based on a percentage of the contract price and are split equally between the buyer and the
seller

Remember!
The Real Estate Settlement Procedures Act (RESPA) gives
buyers the right to review the HUD-1 statement before
closing. The HUD-1 helps consumers determine if their actual
closing costs were within established tolerance requirements.
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Types of Deeds
Although many types of deeds exist, title is usually transferred by a warranty deed. A warranty deed provides the
buyer with the highest level of protection. The seller must warrant that they legally own the property and that
there aren’t any outstanding liens, mortgages, or other encumbrances against it. Depending on the type of deed,
this can also guarantee the title to the buyer, meaning that the seller will be liable for any damages if the buyer
finds the title to be defective. There are two different types of warranty deeds: a general warranty deed and a
special warranty deed.
General Warranty Deed
A general warranty deed guarantees that the only valid title to the property is the one going to the buyer and that
no one has a lien against it. With the general warranty deed, the seller is liable if they did not provide good clean
title, even if they had no idea. Because of this, sellers and their attorneys often push for a special warranty deed.
Special Warranty Deed
A special warranty deed protects sellers by limiting their liability, thus limiting the buyer’s protection. The guarantee
here is that the seller has done nothing to impair the title. Basically, the special warranty deed covers only the time
the homeowner owns the home, whereas the general warranty deed covers the entire existence of the home.
Here is a snapshot of each:
The Closing Process
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Day of Closing

Final Walkthrough
The ultimate purpose of the final walkthrough is to make sure that the
home is in the best possible condition it can be, and exactly as it has
been agreed upon. The final walkthrough is often done immediately
before or immediately after signing loan documents. You are looking
for things like whether or not the floor got scratched while removing
furniture, if the appliances and fixtures are still intact, and if there are
any major damages such as vandalism, or a tree hitting the house. You
will check that any agreed-upon repair work has been done, and finally
any retrofits required by local ordinance such as the installation of
smoke detectors or water heater bracing.

The Closing Process

Getting the seller to show up to a closing dramatically increases the
chances of a successful closing. However, there are going to be situations
where everything does not go according to plan, even this far into
the process. Generally, a dispute arises from a misunderstanding
and miscommunication that originated during the initial meeting, or
during a previous conversation. Typically, people tend to hear what
they want to hear and set up unrealistic expectations. The first thing
you want to do is reiterate the positive benefits resulting from the sale.
The motivations vary and this is the perfect time to remind them why
they are here in the first place.
If that doesn’t work, really there are three options: walk away, renegotiate, or get an extension to decide. If you do
decide to re-negotiate, make sure you get it all in writing.
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Wrap Up

Remember that every closing is unique. Things are going to change,
opinions may vary, and problems can multiply. The one thing you can
keep as a constant is yourself and how you react to everything. Get a
system up and running so you can keep working smarter to avoid working
harder. Don’t wait until the last minute to start doing these things or
you’ll find yourself learning some hard lessons. If there are three major
things that you remember from this guide, let it be this:

The Closing Process

1) Maintain constant communication with all parties involved in
closing the transaction. As the closing coordinator, it is your job
to make sure everyone is where they need to be when they need
to be. You need to be in control. Do not expect your attorneys
to do this work for you. Make sure that you are always verifying
information and speaking directly with each party to make sure
things are moving forward in a timely manner.
2) Always keep organized in any way that you can. Once you have all of your checklists in line, make sure
you have them printed out and ready to go at each closing. Make sure to have the paperwork necessary
prepared, and have it available. If you can, use a cloud-based system so you don’t have to be at your
computer to get important documents. By making everyone else’s job easier, you end up making your job
easier.
3) Have the right attitude. Remember that this is a slow process but it’s where the big payout happens.
Don’t get too frustrated and always keep your cool. Make sure you build for the future and establish good
relationships with all of the parties involved, reminding them that you are ready to buy again.
At the end of it all, make sure you to take the time to revel in your success, and remind the buyers to do the same.
It was a long road, but you all got there. Just don’t take too much time to celebrate, your next project is just
around the corner.

The Closing Process
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