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USING PRIVATE LENDERS TO HELP ACQUIRE PROPERTY

Chuck Williams, Broker with Next Level Realty, Member of the Firelands
Board of Realtors and Member of the Toledo Board of Realtors will be
discussing private lending options at our next SCAREIA meeting —
Monday, February 15", at 6:30 (We're also having FOOD!!).

Chuck completed the necessary requirements to acquire and maintain his
HUD Broker licensure. Chuck attends continuing education to maintain his
Ohio Professional Housing Provider (OPHP) designation and recognition of
distinguished achievement which he was awarded in 2006. His rental
company, Main Street Properties, manages multiple apartments, houses,
and commercial properties, so he has hands-on knowledge of renters and
how to serve their rental needs.

Concurrent with his 30 year real estate career, Chuck was an Agent and
Field Underwriter with the New York Life Insurance and Annuity Company,
although he has since retired. Chuck earned his Chartered Life
Underwriter (CLU®) designation from the American College, Bryn Mawr,
Pennsylvania in 1994. The Chartered Life Underwriter is the world's most
respected designation of insurance expertise. This prestigious course of
study provides in-depth knowledge on the insurance needs of individuals,
business owners, and professional clients. The CLU degree is awarded
after years of in-depth studies in asset accumulation and preservation.
Chuck earned his Associates Degree in Architecture and Engineering from
Terra Technical College.

Chuck served his country in Vietnam, as a helicopter pilot and Warrant
Officer in the Army. Chuck took his Warrant Officer Flight training at Fort
Rucker, Alabama. Prior to becoming a helicopter pilot, Chuck earned his
private pilot’s license for fixed wing aircraft, at AG Aviation Academy in
Reno, Nevada.

Buying and selling NOTES is Chuck’s current interest. He likes to buy, sell
and finance used mobile homes. These are known as “Lonnie Deals”, as
taught by Lonnie Scruggs. Chuck uses many techniques learned at
seminars, having attended Noteworthy Conference in San Diego,
California, the Jimmy Napier Financial Calculator Conference in Orlando,
FL, the Richard Desich Equity Trust Boot-Camp in Atlanta, GA, Wendy
Patton Seminars in Lake Orion, Michigan. Chuck has been on several Real
Estate Investors Association (REIA) cruises, and Mr. Landlord (Jeffrey
Taylor) cruises in the pursuit of ever expanding his creative financing
techniques and talents.




Landlords - Beware of Rent Check Scams

Surely you are well aware of the recent increase in
fraudulent claims and Internet scams. It was only a
matter of time before landlords would be affected.
The United States Postal Inspector recently warned
property owners to be cautious when answering
prospective tenants who respond to online rental
advertisements from overseas.

These scam artists will ask to pay the deposit with a cashier’s check, money order or some
other form of paper tender; in many cases asking to pay several months in advance plus
administrative fees. The scammers may also say it's too complicated to send you the money
directly, so they’ll arrange for someone in the United States to send you a check.

These above mentioned payments may look real, however, are in fact fake. Bank Tellers
may even be fooled, as the checks are made to mislead. The company’s names that appear
on the check may be real, dummied up to fool even savvy investors. They may come in the
form of phony cashier’s checks, or may appear to be from legitimate business accounts.

Under federal law, banks must make deposited funds readily available, usually within one to
five business days. However, this does not mean the check has cleared and the funds are
available. Please be aware that it may take weeks for the check to bounce and for the
forgery to be discovered.

The scammer will then ask the landlord to wire back part of the money, usually the
“administrative fee or costs” or ask that the entire amount be returned by giving a reason
that they may not take possession of the unit. After the landlord returns some or all of the
money, the check is then found to be fraudulent. These con-artists are most often from
foreign countries and very hard to track down. This scam has also taken place via the
telephone.

Here are some tips to steer clear of these scammers:

1. Always request a face to face meeting with any prospective tenant.

2. Upon accepting any tender, unless cash; make sure that you wait for the check to clear
and allow an extra 10 days.

3. Conduct thorough background checks.

4. If it seems too good to be true, it is!

If you happen to become a victim of one of these scams, report it to the Post Office
Inspector General (http://www.uspsoig.gov/) and The FBI-Internet Fraud Unit,
(http://www.fbi.gov/majcases/fraud/internetschemes.htm).
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Lowering Rent to Fill Vacancies — A Good or Bad Idea?

The answer is double-edged sword.

On the one hand, by charging 1-5% below market rate you can attract more potential tenants,
i and thus fill your vacancy sooner.

i On the other hand, by reducing the rent associated with your rental property you have actually

i just reduced the current value of that property. Since most sophisticated buyers/investors will :
i analyze and buy a rental property based off of a percentage of the income it creates, by reducing :
: your property’s income you actually reduce the value of the property. This is most important if :
i you plan on selling the property within the next year.

However, if you don’t plan on selling the property within the next year, then you might be better
i off by accepting less money now and gradually raising your tenant’s rent when they renew their
i lease.

Now | know what you’re saying, what about all of the rent | lost by charging 1-5% less than
i market rate?

Well, if market rate is $1000.00 per month for the unit and you reduce your rent by 5% per
: month, your new rent is $950.00 per month; when annualized you wind up losing $600.00 for the
i year with the new lower rent.

! Butif your new reduced rent is able to get a new tenant two weeks sooner than you otherwise
: would have been able to get, then you wind up making an extra $475.00 that month and the
$600 annual loss is almost wiped away.

If you're in a tough rental market and vacancies are taking several months to fill, this is a no-

i brainer as a slightly lower rent will help fill the vacancy sooner and will pay for itself with not just
i the extra money you make the first month, but also with peace of mind knowing your vacancy is
¢ filled.

i Additionally, it’s important to think about all of the extra “hidden” money you spend by keeping a
i vacancy on the market. Don’t forget to include all of those extra marketing costs, the costs to

i keep your unit powered and heated and/or cooled and maintained, the gas money and all of the
i extra time you spend showing the vacant unit while holding out for top dollar.

In the end, it’'s a judgment call whether or not to lower asking rents for vacancies to attract
i tenants quicker, and every landlord or property manager needs to evaluate the cost verses
i reward relationship this dilemma presents every time a vacancy rears its ugly head.

.
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Quote of the Month

"Success s not final, fatlure is wot fatal;
[t ls the cournge to continue that counts."
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The reason why most people purchase real estate investment properties is not because they have a
longing desire to become a Landlord, but rather because they want to achieve financial freedom and
real estate allows the average person to more easily achieve this goal.

In fact, when most people think of a Landlord, images of a wealthy, greedy, shrewd, and cut-throat
property owner come to mind. However, generally speaking, this is not the case. Most rental properties
are owned by people that only own one or two rental properties and are not full-time Landlords. They're
everyday, hard-working individuals that have the foresight and stomach to take a risk on an extremely
expensive investment.

So how can you become more profitable with your rentals? In short, by reducing expenses and
increasing rents.

Reducing expenses is something that should be addressed at lease twice a year. So how can you
reduce expenses? First, think of your highest expense: your mortgage. Do you have a high interest
rate? Are rates and/or programs currently available that will allow you to keep more of your money on a
monthly basis? If so, this is a way to increase your bottom line. However, make sure you consider all
factors such as the cost to refinance compared to your break-even point. This break-even point will be
at some point in the future when you’ve saved as much money from your refinance as you actually
spent on refinancing. If you plan to own the property for at least a few years and your break-even point
will occur in less time than you plan to own the property, then refinancing, if an option, should strongly
be considered.

The next expense which should be considered is your property taxes. The majority of property taxes
today are actually overvalued. In fact, it's estimated that over 60% of properties are overvalued for their
tax assessment. If you get a property tax reduction your profits are sure to increase.

Third, consider shopping around for lower insurance. Let’s be clear, you shouldn’t skimp on your
insurance as this could have a devastating affect. Rather, you should shop around for the same level of
coverage, but at a cheaper price.

Lastly, consider all other expenses such as garbage removal, repair fees, advertising costs, heating
costs, electric costs, maintenance, etc. Get creative. Think through ways that you can reduce your
expenditures on any of these items. Doing so will ultimately lead to more profits and a greater bottom
line.

So how can you increase rents? Well, that’s the beautiful thing about real estate. Legally, you're
allowed to increase the rent every year. The amount in which you can increase the rent will vary based
on municipality and state; however, by even the slightest increase in monthly rent you can increase
your bottom line profit, as well as the value of the rental property.

Other ways that you can increase rent immediately are to make improvements on the property. Does
the rental property need a new roof or siding? Has your tenant asked for new flooring or kitchen
cabinets? Any of these improvements will actually increase the value of your rental property, while
simultaneously giving you a reason to increase your tenant’s monthly rent — and with their approval.

As you can see, by thinking through how you're spending your money and how you’re receiving your
money, you should be able to find ways to increase your bottom line profits for all of your rental
properties. Make sure to address this topic at least twice a year and you’ll maximize your results.




FREE TIPS

You can save a lot of money by using the same interior color on all of your rentals.
Example: Use Sherwin Williams - latex, dover white, satin finish on the whole interior. This
includes walls, ceilings, trim, and doors. Painting contractors in this area love using Sherwin
Williams and as a SCAREIA member, we get a contractors discount to purchase the paint.
By using the same color on all of the interior, it allows the painter to spray everything. This
saves a lot of time and money!

Tip #1: How to save money on painting

Tip #2: Emergency Plumbing Repairs

There is a great product named Sharkbite fittings for emergency plumbing repairs on copper
pipes. All you do is cut out the damage and install these slip on fittings made by Sharkbite.
The fittings are sold at most major home i mprove
Depot. They work great in tight areas and there is no soldering required. They are quick and
easy.

Tip #3: Avoid Plumbing Freezes and Leaks

Always disconnect and drain your garden hoses in the winter. Also, if you have water shut
off valves for your outside spigots, turn them off. And drain the excess water out of the
spigot. You can even go a step further and place an insulation cover over the spigot. They
are sold at most home improvement stores.

Tip #4: Never Say This

Never say that you are the owner of the property. You are always the "rental property
manager" or an "associate" of the rental property management company. Why? This gives
you an out when a tenant asks for something. You simply tell them you need to ask the
owner and that you will get back with them. This makes it easier to tell the tenant "NO" to
their request.

THANK YOU TO LAST MONTH'S GUEST SPEAKER:

Special thanks to Morgan Stanley, from Home Savings Bank. Morgan
gave us some much needed advice when it comes to the availability of
financing for your commercial properties.

If you have any further questions, or need assistance with any of your
financing needs, please contact Morgan Stanley at the Fremont office of
Home Savings and Loan at 419-334-7188.
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About

SCAREIA was
organized in October
2005. Our primary
focus is to share
information, to help
educate and to
motivate our
members in their
successful real estate
endeavors.

Our

Anyone interested in
Real Estate Investing,
whether you are just
beginning or a
seasoned investor,
are welcome to join.

Organi zati on

SCAREIA meets the
3rd Monday of every
month at 7pm.
Meetings are located
in the basement of
the Fort Stephenson
House, 600 W. State
St., Fremont, Ohio.

REPORTS
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610 W. State Street
Fremont, Ohio 43420
Toll Free: 800-332-6446

SPECAL THANK YOU TO FIRST AMERICAN TITLE FOR
PROVIDING THE MONTHLY EVICTION AND FORECLOSURE

First American Title Insurance Company

Direct: 419-332-0313 Fax: 800-322-6446

DISCLAIMER: The SCAREIA newsletter is published 12 times per year by the Sandusky County Area
Real Estate Investors Association. First class postage paid. Copyright 2009 by the Sandusky County Area
Real Estate Investors Association. All rights reserved.

Reproduction or dissemination in whole or in part, in any form whatsoever, is expressly prohibited. Printed
in the USA. The information contained herein is believed accurate, but is not guaranteed or warranted in

any manner by any party.

The information is provided with the understanding that neither the author(s), program speaker(s), nor the
publisher (or its trustees, officers, employees, or agents) are engaged in rendering legal, accounting, or
other professional advice. If legal, accounting or other professional assistance is required, the service of a

competent professional person should be sought.

SANDUSKY COUNTY AREA
REAL ESTATE
INVESTORS ASSOCIATION
600 W. STATE ST., BOX SCAREIA

FREMONT, OH 43420

e




