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SEPTEMBER 15th MEETING: 
7:00 p.m.  

(meet at Fort Stephenson House) 

P TO SANDUSKY COUNTY COURTHOUSE  
(after a short business meeting)  

O LEARN ABOUT SHERIFF SALES  
AND FORECLOSURE AUCTIONS  
closed properties being auctioned off by the county, do 
on some of the great deals that may be available?  Have 
timidated by the process due to lack of understanding?  
ram pulls the curtain back on the whole process.  We will 
p over to the Sandusky County Court House after we are 
ness portion of our meeting.   

, Administrator of the Sandusky County Civil Office, will 
gh the maze of foreclosures.  Some of you may know 
 long time general manager of the Robert Wolfe 
at career, Brad went from a communications officer with 

 to an appointment as Director of the Sandusky County 
ement Agency, which he held for 4 years, until his 

nt in March.   

s through the foreclosure process from start to finish.  
the wealth of information available at their office before 
 the length of time it takes to get possession, if you are a 
  Can you inspect the property in advance?  How much 
d the day of auction?  We even plan to hold a mock 
n the courthouse steps!   

 plan to attend and bring a friend that may have an 
te as well.  With the confidence you will gain from this 

 you can add Sheriff Sales to your arsenal of property 
ues. 
NOTICE: 
tions will be held during our November 
ike to become a board member please 
ring by letting any current board 
t, as we always look for new and better 
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The 7 Key Contract Clauses for Investing in Real Estate 

 
In real estate you need a set of "standard" contracts to use when you are buying and a second set to use when you 
are selling. Your contracts should be carefully prepared by your attorney to cover you as the buyer when you are 
buying and to cover you as the seller when you are selling. 
 
Here are 7 key clauses you need in your purchase agreement when you are buying a property. Make sure you go over 
this list before you sit down and meet with a seller so that you understand what you are asking for. You can also use 
this list as a checklist as you are having your attorney draft your contracts so that you save lots of money and protect 
yourself when you are buying. 
 
Clause One: Liquidated damages clause: 
 
A liquidated damages clause is critical to your minimizing risk because it lets you contain the cost of walking away 
from a deal. When you enter into a contract with another party you both have the right to expect the other party to 
perform everything that was mutually agreed to in the contract. If one party doesn't do what they agreed to do, the 
other party may sue for "specific performance." This means that they ask a court to make the defaulting party live up 
the terms in the contract. 
 
When you are buying real estate and you sign an agreement to buy a property, you want to be able to walk away from 
the deal if after doing your due diligence you discover something wrong with the deal. Now the way many investors 
give themselves this freedom is by using all sorts of "subject to" clauses in their agreements with the seller. For 
example, "This agreement is subject to Buyer's inspection and approval of the property." Or, "This agreement is 
subject to Buyer obtaining satisfactory financing." You get the picture. 
 
If you were a seller and your buyer showed you paperwork with all kinds of these overt escape clauses, would you feel 
confident that you had a real buyer? That's where a liquidated damages clause comes in to play. It accomplishes the 
same thing as an escape clause, provided it's used correctly, without arousing seller concerns about your commitment 
as a buyer. 
 
A liquidated damages clause merely spells out the exact payment one party must make to the other party in a contract 
should a default occur. When you're buying a property, you use a liquidated damages clause that spells out that if you 
as the buyer default (i.e. don't buy the property) then the seller gets to keep all the money you've paid to the seller so 
far as "full and complete liquidated damages." This sounds pretty strong and sellers like that. But remember, you are 
only giving the seller a token up-front payment. Some investors use up to $500. The key is to delay the payment of any 
serious up front money until the point that you have done your due diligence and are sure you want the deal. 
(Preferably you will have already found your end user for the property before you ever give the seller any serious 
money, whether you put a tenant buyer in the property or are selling to a retail buyer for all cash.) 
 
Here's what the legalese version of a liquidated damages clause sounds like: "In the event of default of Buyer, all 
money paid to Seller by Buyer shall be retained by the Seller as consideration for the execution of this contract and as 
agreed liquidated damages and in full settlement of any and all claims for damages." 
 
Clause Two: "… or assigns, Buyer" 
 
Any time you sign a deal to buy a property you want to maintain maximum flexibility. You may want to buy and hold the 
property or you may decide to quickly resell the property for a fast-cash profit. One important component to this 
flexibility to sell fast is the ability to assign your interests in the deal over to another party for a quick cash payment. 
While any contract is always assignable unless there is a clause in the contract limiting or forbidding the assignment of 
the contract, it still makes sense to clearly put in your agreement the fact that you may assign the contract. 
 
The best way to do this is to pre print into the contract the words "or assigns" right after the blank where you fill in who 
is the buyer. The reason you pre print it into the contract is because if you write it in by hand into the line of who the 
buyer is (e.g. John Smith or assigns, buyer) it calls it to the attention of the seller. Anything that is printed directly into 
the agreement flows smoothly past the seller and is usually accepted without comment. 
 
If the contract that your seller wants you to use has a "non-assignment" clause, make sure you cross out this clause 
and have both you and the seller initial the change. 
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The 7 Key Contract Clauses fo
 
 

Clause Three: The Closing Date and Closing Age
 
Controlling the closing is critical for your success when buyin
who gets to control who will be doing the closing so that you
That's why I recommend you always reserve the right to be a
are buying you want to be able to have a degree of flexibility
financing together, find your renter for the property, or just to
these things by using the following clause: 
 
"Closing shall be held on or about ___________ unless exte
Closing shall be at a time and place designated by Buyer, wh
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Close 
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Clause Five: The World's Best
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r Investing in Real Estate (cont.) 
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g (or selling for that matter). You always want to be the one 
 can make sure they do it in a way you are comfortable with. 
ble to choose who the closing agent will be. Also, when you 

 in case you need a little extra time to finish getting your 
 do other preparation for the closing. You can accomplish both 

nded by no more than 60 days by either party in writing. 
o shall choose the escrow, title, and/or closing agent." 

mission to Start Your Marketing BEFORE You 

d user? Maybe you'll want to rent out the place, or even sell it 
duce your risk in any deal is to have a non-refundable earnest 

close on the property. But to do this you need access to show 
n in the front yard while you are waiting to close. Now I can 
u are selling it for more than they sold it to you for. Of course 
ller understands that the reason I am willing to buy their 
at if they don't feel the deal we've agreed to is a real win-win 
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still lives in the house and it's not empty then rather than him 
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The 7 Key Contract Clauses for Investing in Real Estate (cont.) 

 
Clause Six: Automatic Renewal or Extension of Note 
 
Many times when you are structuring owner carry deals the seller won't want to have to wait for 30 years to get all of his 
money. In these cases using a balloon note works wonders. A balloon note is a loan that has a clause saying that the 
unpaid balance all becomes due at some future date. For example, I once bought a 4 bedroom house where the seller 
carried back the financing with a five year balloon due for the balance of the note. This meant that we paid the seller 
monthly interest payments and at some point within 5 years of closing we must pay of the balance of the loan. This is 
called a balloon payment. Typically it's paid by either reselling or refinancing the property. 
 
Obviously as an investor the more time you have before that balloon note comes due the more flexibility you have. But 
there are times that the seller won't give you as much time as you would like. The best way to handle these types of 
sellers is indirectly. Don't argue with them and butt heads, instead agree to go along with them. Then later in the 
negotiations simply ask for either a one or two time renewal of the term of the loan, or for an extension if you need it. 
 
Here's the way to ask the seller for this, "Mr. Seller, I'm OK with a balloon note of 4 years. That should be enough time 
for me to still conservatively make a profit here. But I would like to have as a worst case scenario the ability to renew the 
loan one time. Obviously I'd have to have paid you on time every month and all that. Does this seem fair with you?" If the 
seller won't give you a renewal, ask for t
much shorter to most sellers.) Even if yo
one year more on the note than you had
thousand dollars to extend the note. If yo
it counts towards the money you would h
front, NOT at the end of the loan. 
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Clause Seven: Substitution of C
 
The final clause you should always ask f
means the seller gives you the right to fr
property you have. Imagine you are buy
7.5% interest. You want to sell that hous
have a substitution of collateral clause in
mortgage of $50,000 over and secure it 
seller. Again, you don't have to use this 
 
Here's the legalese version: "Note Holde
has a total amount of equity equal to or 
note was created, as collateral for this p
agrees to execute in a timely manner an
 

David Finkel, Maui MillionairesTM, w
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he right to extend for 24 to 36 months. (Use months here not years, it seems 
u only get the seller to agree to a one time extension of 12 months, that is still 
 before! If worst comes to worst offer to pay the seller a payment of a few 
u do use this idea make sure you spell out that this payment is of principal (i.e. 
ave had to pay the seller anyways!) The time to ask and to get it in writing is up 

version could look like: "Borrower may renew this note for __ additional terms by 
 or before 30 days prior to the expiration of this promissory note." 

ollateral 

or if you negotiate a seller carry deal is called "substitution of collateral." This 
ee up the property you are buying of any lien and move that lien over to another 
ing a $200,000 house and the seller carries a second mortgage of $50,000 at 
e but don't want to want to lose out on the low interest use of the $50,000. If you 
 your loan agreement with the seller you can move that low interest second 
against another property you have that has enough equity in it to be fair to the 
clause, but it does give you maximum flexibility. 

r agrees to allow Borrower to substitute any property(ies) in which the Borrower 
greater than the amount of equity as existed to secure this note at the time this 
romissory note and accompanying Deed of Trust. Furthermore, Note Holder 
y documents necessary for the implementation of this substitution of collateral." 

Article written by: 
ww.MauiMillionaires.com, InvestorFastTrack.com, and Get Rich, Get RealTM. 
roadway, Ste. E, #105 * Jackson Hole, WY 83001 
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Absorption Rate and Months of Inventory
As a real estate investor, you can help maximize your profits by knowing the liquidity of a given real estate market. 
By knowing the liquidity of a market, you will better understand that market and therefore be able to take advantage 
of the various buying strategies afforded by it. 

One of the measurements frequently used to gauge the liquidity of a given market is the absorption rate. This is 
basically the rate in which a specific segment of a real estate market sells in a given time frame. These segments 
are usually categorized by price range but may also be categorized by property type. 

The easiest way to understand absorption is to put it in more tangible terms and measure it in "Months of Inventory". 
In other words, we take the number of active listings and divide it by the total number of sold transactions within the 
same month to give us the months of inventory. 

To calculate the months of inventory for any given market: 

• Find the total number of active listings on the market last month.  

• Find the total number of sold transactions for last month.  

• Divide the number of active listings by the number of sales to determine the number of months of inventory 
remaining. 

As a general rule, 5 to 6 months of inventory is considered to be a normal or balanced market. Over 6 months of 
inventory and we have buyer's market. Less than 5 months and we have a seller's market. The smaller the available 
inventory, the tighter the market is. Keep in mind that these are simply guidelines and will differ from market to 
market. 

For example, let's say there were 8,000 active listings last month and 1,000 closed transactions. That leaves us 8 
months of inventory remaining on the market and also tells us that we are in a buyer's market. 

If you are in the market looking to buy, calculating the months of inventory can give you an indication of how 
negotiable sellers might be. A large number, say 12 months or more, would mean that sellers have a high level of 
competition and will probably be more flexible on their sales price and terms. 

On the other hand, if you are a seller trying to sell your property, the months of inventory will give you an indication of 
the level of competition you will face. Selling in a buyer's market will require you to put some serious thought into 
your pricing strategy and any incentives you may want to offer. 

 

Thanks again to J. Murphy of Paul Davis Restoration of Western Lake Erie (based out of Holland, OH), our 
guest speaker for the August meeting. 
 
     J. reminded us that mold and mildew are naturally occurring and are everywhere in our environment. 
When the amount of mold in our homes exceeds what is normal, we tend to take notice. And none of us 
want excessive mold in our homes. Mold needs moisture to grow, and if you’ve discovered a mold 
problem, the first step is to find the moisture source. Routine homeowner maintenance is crucial to 
avoiding the buildup of moisture in your home. Proper ventilation and insulation are key components of 
preventing moisture buildup and mold growth.  
     They have the expertise and experience to contain and remove mold from your home, and restore it 
back to its original condition. 
     You may reach them toll-free at 800-886-9844 if you have any further questions. 
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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.   
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Anyone interested in 
Real Estate Investing,
whether you are just 
beginning or a 
seasoned investor, 
are welcome to join.  
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