Disclaimer and Copyright

How to Flip Houses in 7 Days or Less and Get Paid 2x

This publication is designed to provide accurate and authoritative information in re-
gard to the subject matter covered. It is published with the understanding that the pub-
lisher and author are not engaged in rendering legal accounting or other professional
services. If legal advice or other professional advice, including financial, is required,
the services of a competent professional should be sought.

All rights reserved.
© Copyright 2014 by The Lee Arnold System of Real Estate Investing
To order more booklets, please call 800-341-9918

All rights reserved. No portion of this book may be reproduced in any manner, me-
chanical or electronic, without written permission from the publisher, except for brief
portions, which may be quoted in articles or reviews.

Printed and bound in the United States.



How to Flip Houses

In 7 Days or Less and Get Paid 2x

Welcome to the CEO Fireside Chat, what we are going to be covering tonight is How to Flip Houses in
Seven Days or Less and Get Paid Twice. Some of you on here already have the ability to do what I'm
about to show you. Unfortunately, most of you are not. Also, if you are new to the Fireside, just a quick
disclaimer from me personally. For whatever reason, I get all kinds of fired up and sometimes very an-
gry, during CEO Firesides. If this is your first time don’t take it personally, just interpret it as me being
incredibly passionate.

What is the CEO Fireside

These monthly success-building, all content trainings help you over-
come common obstacles and enhance your business acumen for further
growth and development. That being the case, we only want 200 of the
most serious, involved entrepreneurs on the call.




Helping you achieve your financial goals

Today we’re going to discuss the mechanics of wholesaling or how to wholesale the right way. I'm
sure you have heard the term “wholesaling,” and have been to various seminars that focus on whole-
saling. Most people have, however the vast majority of people are not doing it properly. This is con-
cerning because wholesaling really truly is, in my opinion, the first place you should go on any type
of real estate transaction. People often ask me, “How do you know what to wholesale and how do
you know what to fix and resale and how do you know what to rent?”” I will give you my profession-
al opinion: When I identify a great deal I first advertise it as a wholesale. My first line of profitabil-
ity is to find another buyer, get out of the property, and move to the next deal. If I can’t find a buyer
on that deal within the first two weeks, I turn it into a rehab and retail property and start marketing
the property about 30 days before my rehab is completed. In doing so, I create a buyers list of inter-
ested parties who I can then market the property to post-renovation. If [ am unsuccessful in reselling
the property, I am first going to look at some performance indicators. Did I pay too much? Did I
over-renovate? Am I asking too much for the market? Am I priced too high? Am I not offering
enough concessions? Am I not making the property attractive enough to an educated buyer? There
are a lot of things from a performance standpoint that we want to look at as to why the property may
not be selling. If I can’t sell it through the normal channels, I will have to turn it into a seller finance
deal where I am going to carry paper, a lease option, a contract for deed, or a rental property. That is
kind of the progressive nature of what [ want to do from the time I identify a property to the time I
successfully implement my exit strategy.

But why wholesale first? It is the fastest way to create quick cash and I know the majority of people
need quick cash. You don’t have to deal with tenants or contractors, which is very time consuming.
It allows you to make big money without cash or credit and there is little to no risk because you don’t
have to close. And you don’t have to know very much about real estate investing, since you just as-
sign the contract to another investor.

Example, I wholesaled a property about 90 days ago. I made a quick $6,000 on the deal and the guys
that I wholesaled it to are still in the middle of rehab. That means they haven’t made a dime yet.

The downside of buying, fixing and selling real estate for a profit is your paycheck does not come
until the very end.

I know that many of you are looking to go into real estate full time, but you cannot leave your job
until you have replaced your income doing something else. Unfortunately, the direction that most of
you go is into the fix and flip space, which is NOT the fastest payday. Wholesaling is by far the
fastest way to make money in real estate. I am not a big fan of buying, fixing, and flipping until you
have a $50,000 to $100,000 slush fund that you can utilize to pay your monthly expenses while you
fix and repair. Make sure that you are doing these things in order so that you don’t get yourself into
trouble.
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One of the most frustrating things that I encounter out on the road speaking is when I ask you, “How
is business?” What I often hear is that business has been slow, that you attended this seminar a year
ago, and you spent $50,000 for all this training and education where they tell you it’s a good idea to
quit your job and so you do. Why? “Well, I wanted
to focus on real estate full time.” You don’t focus on
real estate full time until you have recovered or recre-

ated the income that you are currently getting at your If you don’t have cash flow, you
job. You have to have monthly income. If you don’t will become a desperate, motivated
have cash flow, you will become a desperate, motivat- buyer and that is when you make
ed buyer and that is when you make really poor in- really poor investment decisions.
vestment decisions. The worst thing you can be in The worst thing you can be in real
real estate is a broke investor because broke investors estate is a broke investor because
are desperate and they make poor decisions. If you broke investors are desperate and
are out there right now and you know for a fact that they make poor decisions. If you
you are a broke investor, then wholesaling is the strat- are out there right now and you
egy that you need to focus on. If you are out there know for a fact that you are a broke
right now and you are doing okay as an investor, but investor, then wholesaling is the

you still couldn’t put together $100,000 of your own strategy that you need to focus on.
money if I called you tomorrow on an amazing deal,
you need to be wholesaling. I am not saying that the
world is ending and the sky is falling and you are a horrible person if you don’t have money, [ am

simply saying you need to focus your strategy on your current income expectations and or needs.
Think about it. Based on everything that I just said, do you need to be focused on wholesaling for
the next 12 months or do you have enough that you can focus on rehab? There are only two answers
here, wholesaling or rehab. If experience serves me well, I know that ninety-nine percent of people
need to be wholesaling. If you fall in this category, you need to be focused on the thing that is going
to put money in your pocket.

What is Wholesaling?

It’s where a wholesaler puts a property, normally distressed, under contract and assigns or resells the
property to another investor. The end buyer investor uses cash, lines of credit, or hard money loans
to close on the property.

Here is a quick and easy example of a wholesale deal. The house will sell fixed up for $100,000 and
needs $10,000 in remodeling. You put it under contract for $55,000 and find an end user buyer at
$60,000 who will need to put $10,000 into it. They are now into it for $70,000. Once they sell it,
after fees, closing costs and everything else, they will net, net, net about $15,000 to $20,000. The
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point here is that you made $5,000 in a matter of days whereas they are going to have to put $10,000
into the property and renovate and repair it. It is going to take them 30 to 60 days to get it up to par
and another 90 days, depending on the market, to sell it.

Rehabbing and reselling does not happen quickly and that is the other fallacy that is out there—you
can get real rich quick in real estate. When I was younger I used to believe that anybody could be a
millionaire overnight. I had a dose of reality smacked in my face in 2008, 2009, and 2010 that said
what comes easily, goes away easily. Since then, | have become much more of a fan of the tortoise
than I am of the hare. Slow and steady wins every time.

Many of you are focused on the grand prize of, “I want to be a millionaire in 18 months.” Why don’t
we work on closing a deal in the next 30 days? I think that is a much more obtainable goal. Some of
you are thinking this is ridiculous. You want to do more than that. If you are already doing one a
month, let’s move it to two. If you are doing five a month, let’s move it to ten. But let’s keep it in
perspective because I think that there is so much fluff out in the marketplace that you are convinced
that you are going to be multi gazillionaires in the next 60 days. I am just here to put money in your
pocket in the next 30 days and I don’t care if it is a dollar. I would much rather put a dollar in your
pocket in the next 30 days than fill you up with all these grand visions that never come to fruition.
Let’s be real. How do we do that? You are going to go out and find these wholesale deals. But first
let’s discuss what mistakes to avoid when doing the wholesale deal.

The Seven Deadly Sins to Avoid in a Whole-
sale Deal

Number One: Don’t chase a deal if the seller isn’t
motivated. One of the things that I see you doing a lot
is that you are holding onto prized anchors. Rather than
going out and pursuing deals that you immediately
know are good deals, you spend time on deal analysis,
checking comps, and making calls with a seller that is
demanding to close at full price valuation. It’s okay for
you to simply say, “I like your property. I like where it
is and I will tell you that if your price is about 50 per-
cent of where you are right now, I would close on this
deal in a heartbeat. But given what you are asking for
the property, I am afraid it’s just not going to work. But
do keep my name and number and if your pricing needs

change, please call me.” Then be done with the deal.
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I use a term called, “tail.” For those young single people on the call, it is not referring to the dating
scene. Tail is referring to business. In business we automatically create tail in the way that we ap-
proach our prospects. Tail is something like this, you identify a deal and you say, “I am going to call
you tomorrow.” The offer to call tomorrow is called, tail. The more tail you create, the more chaos
you have that you are not prepared to manage. What ends up happening is you don’t call back to-
morrow. You don’t send a follow up email within 48 hours. You don’t submit an offer within 36
hours and you lose credibility. So you should only be creating tail on actual deals where there is val-
ue in continuing a dialogue with a seller. If the seller is not motivated or is demanding more than
you know you should or would be willing to pay, do not create tail by saying, “I will follow up.”
Simply tell them right then and there, “You are asking more than I am willing to pay and unfortu-
nately, at this point, I am afraid this deal is just not going to work, but do keep my name and number
and if your pricing needs change, give me a call.” Now, rather than creating tail, we have created a
future opportunity, but we have placed the onus of contact on that individual and we did not create
tail for ourselves. I don’t want ongoing obligations to fulfill on deals that aren’t any good. Don’t
chase a deal if the seller isn’t motivated and don’t create tail on deals where there is no future value.

Number Two: Don’t leave an appointment without leaving a contract behind or getting a
signed contract. What this is referring to is if you are going to drive in your car and meet somebody
at the property, there are a number of things that should have been previously established before you
got in the car. First of all, what is the property worth? You can find this out through Google Earth
or by using Zillow and Trulia. Granted, the valuations are not 100 percent accurate, which is why I
prefer to use Agent First, which is a free application once you sign up an account through First
American Title. With Agent First, you get actual sold comps, which will give you some indication
of the square footage, the year built, and the size of the lot. You can get a pretty good understanding
of what value actually is. So what is it worth and what can I get it for? One of the biggest time
wasters that you have in your business is something that I refer to as, “time in car.” I don’t want to
be driving to a property unless I am going there specifically to finalize a deal.

Some of you who have been up here for Lee’s Inner Circle are thinking, “We went to a lot of proper-
ties and we didn’t finalize the deal.” I understand that, but that was for training purposes. In the real
world, I do most of my business online via the internet and email and I only travel if it is a smoking
hot, home run deal, meaning the deal is good enough that [ want to go see and inspect the property
myself and meet with the sellers to gauge the level of their motivation. When meeting with the
sellers, I am going to look at things like, what do they wear when they show up? What are they driv-
ing? What is their persona? What is their level of fatigue as it relates to the property? Do they drive
up to the property, get out of the car, and look exhausted from having to deal with this property?
These are valuable data points when I have identified a motivated seller. But, until I have identified
them, vetted them, spent considerable time on the phone and email with them making sure that they
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are indeed motivated, then and only then will I actually spend time in the car to meet with them.
Many of you find a lead on the internet and then you immediately jump in your car and drive to the
property without any data to support your trip. I repeat: biggest waste of time in your business is
time in car. Do all of your vetting online. Do all of your seller motivation vetting on the telephone
and then go to the property. Only then does number two actually work. We don’t leave an appoint-
ment without leaving a contract behind or getting the signed contract because we have already done
several hours’ worth of work leading up to actually being on site at the property. Again, only do a
couple of hours of due diligence on deals that we believe to be valid, not deals that we ‘think’ we can
make work. If the statement, “We can probably make it work,” ever comes out of your mouth, it is a
bad deal, period. It either is a deal or it’s not. You don’t need to make it work. You simply need to
spend more time finding more deals, so that you have a greater selection to choose from. If you have
lost money in a real estate transaction, I bet you that at the time of doing the deal it was one of only
two or three available opportunities that you had at that moment. You were in a situation where you
either had to make money or save face with a spouse or relative. You became a motivated buyer.

The problem with being a motivated buyer is you will eventually become a motivated seller because
you paid too much and you have to get out of it so you don’t go bankrupt on the transaction.

You have to have more options available to you, which means you need to be investing money on
marketing. You need to be investing money on online lead generation. You need to get better at
marketing, period. You are spending hundreds of thousands of dollars on training and seminars, but
you are not even doing the bare minimum in marketing, which is often free like running a simple ad
on Craigslist that says, “I buy houses, I pay cash and I can close quickly.” Why spend more money
to learn more stuff if you are not even doing the things available to you right now that are free?

Number Three: Don’t mess with properties on the MLS. I will tell you that this Friday I am clos
ing on a property on the MLS. But, you should also know that prior to even pursuing the property, I
checked the title and I determined that the property was not only free and clear, but it was owned by
an out of State owner. That is like the créme de la créme. That is the holy grail of real estate invest-
ing—free and clear out of State owners. That is my favorite lead. I actually have worked out a sce-
nario with my realtor where she will comb the MLS and find me deals that are free and clear, where
the owner lives out of State and only in that instance am I okay with you buying off the MLS.

If you are shopping the MLS for bank owned REO’s, short sales, FHA, VA and HUD, none of which
you can wholesale, and you need to make a lot of money in a short period of time, then this an exer-
cise in futility. You may as well go pound sand and hope to make glass. It’s not a good use of time
and you’re not going to be happy with your results. You have to invest time, energy, and effort in
the areas where you have the greatest opportunity to get paid.

Number Four: Don’t contract overpriced deals. Don’t pay more than you know you can afford to
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pay.

Number Five: Don’t quit your job until have you done at least ten wholesale deals. Also, as |
stated before, make sure you have $50,000 to $100,000 in
the bank as a cushion, slush fund, or working capital.
Number one reason 80 percent of new businesses fail with-
in the first 36 months is simply because they are undercap-
italized. They simply do not have enough money. Whole-
saling can help you create that cushion and to do it right,
you need to maximize your time and energy. Getting rich
is not difficult if you do the right things and you work hard
and invest 70 hours a week on your business, which is the
volume of hours you should be working if you are self-
employed. Some of you just got immediately turned off
because working 70 hours a week is crazy? You may be
saying, “Haven’t you read Tim Farris’s book, The Four
Hour Work Week?” Yes, I have and I will tell you that that
guy made millions of dollars selling a book that is a bunch

of crap, in my opinion. Making money and getting rich is a lot of work and it is hard work. The
good news is, if you will simply invest the time to learning and doing, you will immediately set your-
self apart from the other 95 percent out there. I warned you I was going to get fired up.

Number Six: Don’t think of other wholesalers as your competition. Many of you when you see a
sign on the side of the road and it says, “I buy houses,” you think, oh great, here is another one. How
many of you have actually written the name and the phone number down of the “I buy houses” guy?
You want to know the biggest challenge that guys has? Finding inventory. He doesn’t have enough
inventory to fix and flip, which is why he is marketing for people to call him with good deals. As a
wholesaler, that is exactly what you are going to be bringing him or her. Next time you see another
sign that says, “I buy houses,” write down the name and the phone number and I want you to call that
individual and say, “Hey, great news? I wholesale houses. Tell me what you are looking for and I
will go find it for you.”

Lastly, Number Seven: Don’t ever stop marketing.

First: Build a Seller List

To build a seller list we are going to respond to ads. Search for words like, “Owner financing,”
“Owner will carry,” “Must sell,” “Make offer,” “Any offer considered,” “Handyman special,”
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“Needs work,” “Investor special.” This is all the search criteria that you will need to have your local
real estate agent set up an auto-responder where their MLS sends to you all of the listings currently
in the MLS as they come online that have the search terms, “Owner financing,” “Owner will carry,”
“Must sell,” “Make offer,” “Any offer considered,” “Handyman special,” “Needs work,” “Investor
special.”

Some other terms that I like are, “Mold remediation nec-
essary,” which you will get simply by putting in the
word, “mold.” The other one that I like is “Meth.” Or,
“This property has been banned by the Department of
Health.” If a property gets really bad, the Department of
Health will shut it down and quarantine the area. When
you buy it as an investor, you can remediate all of the
issues, get a new certificate of occupancy from the De-
partment of Health, and then resell it for a profit. What
is great about those types of deals is that very few peo-
ple pursue them because they scare them to death. “Lee,
you want me to buy a house where they are manufactur-

ing meth?” Yes, you better believe it! “What about all

the environmental issues and everything else?”” The

more what-if scenarios and the more excuses that you can come up with, the better deal you are go-
ing to get because everyone else is coming up with those same excuses and avoiding these properties
like the plague. I have always been a big proponent of the fact that you don’t have to be the best
looking guy if you are the only guy in the room. As it relates to finding great deals, if I am the only
prospective buyer that a seller has sitting in front of him/her at any given moment, I’m probably go-
ing to get the property for whatever price I’'m willing to pay. The uglier it is, the worse condition it
is in, or the more dangerous it sounds, the better the deal could potentially be.

Look for distressed homeowners with equity and create ads to build a seller’s list. Simply place an
ad that says, “I buy houses for cash,” with your phone number and the phone will start ringing imme-
diately with as many as three to five calls per day. When you run these free ads on Craigslist, under-
stand that the purpose of the ad is to simply begin developing a list of perspective sellers, as well as,
a list of perspective buyers. The only reason to market anything and to run ads and spend money on
marketing is to capture three pieces of data: name, email, and phone number, that’s it. When you are
investing money in marketing you have to make sure that you are collecting those pieces of data.
You should also be implementing offline approaches like car magnets, bandit signs and postcards
with the same message, “We buy houses for cash,” and your phone number.

A quick funny story. Ihad a client that actually invested to do private consulting with me, which is
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where I fly out to your house and I spend three days with you. I wouldn’t recommend doing that as I
charge $50,000 a day with a three day minimum. I have guys that are just as good that will do it for
a lot less, but she wanted me, so I went. I get to her house and the first question is, “Show me how
you make your phone ring. What are you doing to make your phone ring?” She said, “I posted some
blogs here and there.” I said, “Show me your Craigslist ads.” She said, “I don’t have any Craigslist
ads.” Isaid, “Show me your Facebook profile that says you’re a real estate investor.” “Well, I don’t
have a Facebook profile.” “Show me your LinkedIn profile where it says you buy houses for cash
and you close quickly.” “I don’t have that.” These are basic marketing tools that you can utilize.
One of the things that I also recommend in my pre-consulting, prior to coming out and working in a
client’s market, is that you invest in certain things. One of them is a car magnet. When we went into
this particular client’s garage to get in the car to go to some appointments, I noticed that on her gar-
age refrigerator was the car magnet that I had her order 90 days ago. I said, “What is this doing on
the refrigerator in your garage?” She said, “Lee, I have just been so busy I didn’t have time, so I just
put it there.” Isaid, “You didn’t have the time?” I grabbed the car magnet and without even turning
a full 180 degrees, I slapped it on the side of her car. Isaid, “Done.” You don’t need to spend
$150,000 for me to come out and put a car magnet on your car. Save yourself the money and just do
it without me.

About a week after I left her town she called me and said, “Lee, you are never going to believe this.

I have three people that called me today who want to sell me their houses at $.30 on the dollar.” 1
said, “That is fantastic. Tell me the source of your lead.” That is the other question I always ask.
Once I identify how you are making your phone ring and the value of the lead to you and your com-
pany, we are then going to spend more money on that particular vertical to generate more leads for
your business. She said, “I am kind of embarrassed to tell you. I was doing my research at the coun-
ty recorder’s office, just like you told me to do and while I was inside several other investors that buy
houses at auction saw my car magnet and called me about some great deals.” She ended up buying
all three of them. It all happened because I took the sign off of her fridge and slapped it on the side
of her car.

It’s all about marketing. You can go to every real estate class in the book, but I will tell you there is
no better investment in your business and on your business, than marketing. If you don’t know how
to market, then take a marketing class or come to one of our trainings. That is where I teach you
how to market the way we do.

In regards to your online approach, you need to utilize social networking sites like Facebook, Twit-
ter, LinkedIn, as well as a landing page. Sellers come to you through your capture page on the inter-
net. This is the best and most cost effective way in finding sellers.

Lastly, of course, is networking, but networking with the right kinds of people. At the top are attor-
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neys. Contact local probate, foreclosure, bankruptcy and real estate attorneys. Also reach out to real
estate partners, like title companies, mortgage brokers, wholesalers, and anyone else related to real
estate. Then I want you to notice where REI clubs fall in the list of importance. They are last.
Many people spend a lot of time going to seminars and REI clubs, but I would venture to guess that
less than a handful actually do a deal or have made money with people that attend those meetings.
So I ask you: Is this a good use of your time? I would go a step further and ask: Of the events that
you have attended in the past where you have collected business cards, how many of those leads
have you actually followed up on as effectively as you could have? What I find most of the time
when I work with clients in their homes and I ask them to show me how they create leads, they hand
me a stack of business cards. I ask them where they got the cards and they tell me they went to a real
estate investment seminar. Okay great, tell me how you stay in contact with these people. They tell
me, “I have been meaning to enter them into my data base, but I haven’t done that yet.” Okay, well
then guess what? We are going to spend time inputting the 75 business cards that you have had sit-
ting on the side of your desk doing nothing for the last six months. They say, “Lee, you mean to tell
me I paid $150,000 for you to come out here and tell me to do data entry?” Yes, money well invest-
ed, because if you are not doing the bare minimum, then you don’t need to be investing in the bare
maximum. I always start at the ground level because I make more money doing the free stuff than I
ever make doing all of the really expensive marketing. Most of you, if [ were to ask what your mar-
keting budget is, you would say, “What is a marketing budget?” How much money are you spending
each and every month to generate leads and to make your phone ring? If your phone is not ringing,
neither is your cash register.

Second: Gain Control and Put the Deal Under Contract

Offer a certain amount for the property, including a contingency clause, disclosure and a long closing
period. Once the offer is signed, put it into a purchase and sale agreement which spells out the de-
tails of the sale and the property.

Once the offer is signed we are going to put it into a purchase and sale agreement, which spells out
the details of the sale of the property as well as the right language. The contract must explicitly state
that it can be assigned to another buyer. If you exclude this little clause you may be unable to get the
contract assigned. You may be using either PME Black book or the Creative Real Estate Financers
Kit to write your offers. Both programs use contracts that already have assignability language in
them. When you are working with a real estate agent or you are using a State approved form, the
boiler plate language is that the contract cannot be assigned, unless stated and agreed to somewhere
else in the body of the contract. On that note, please do not put your offer name, your entity, LLC
and/or assigns on the first page. Although everyone else may teach you to put it there, it is the worst
place you can put it. The place you put it is on the addendum page, which is normally 15 pages deep
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in the agreement. By the time they get to it, they are either sold on your deal or they are ready to
counter your deal and are already thinking of the terms and conditions that they are going to counter
you with. Now, if it is a bank owned REQO, a short sale, a Fanny or a Freddie, or an FHA or VA,
they are going to counter the addendum and say, “This contract cannot be assigned,” at which point
you are dead in the water. This is why, if we are wholesaling for profit, we don’t pursue those types
of properties.

Third, get the title work done. Are there any title defects? Are there any lapses in chain of title?
Are there any problems with documentation? Are there any unrecorded easements, errors, or gaps or
are there any outstanding and unexpected liens or judgments?

The other thing that I always get on any property that [ am about to buy is a home inspection. It
costs $300, which is relatively inexpensive. A home inspection gives me intel about the property that
I don’t have to go out and personally collect myself. I don’t know about you, but I am well past the
days of being willing, anxious, and/or excited to climb around in attics and crawl space where spi-
ders, mice and snakes reside. I don’t like any of those things. So if I can pay someone else $300 to
climb around in there, take pictures, and send them to me in a nice little PDF document that I can
print off and look at in my office, I would prefer to do it that way.

The advantage of the title policy and the home inspection is that I’'m prepared, literally, for any ques-
tion that a prospective wholesale buyer might ask. “Tell me about the plumbing system.” “As you
can see the property inspector has notated that the heating and the cooling systems are okay, but we
have some loose fittings on the water heater that are going to have to be tightened down and we also
have an exterior pipe going out to the road that is lead and is going to need to be replaced.” We can
make educated representations as to the condition of the property. The easier you can make it for
them to buy the property from you, the faster they are going to make a buying decision, sign on the
dotted line, and give you your wholesale fee. That is the place we need to get to as a wholesaler as
quickly as we possibly can.

Four, sign the assignment contract and your right to buy the property over to a real estate investor or
a buyer. Complete the deal without actually owning the real estate or without any cash out of your
pocket.

How do you price the wholesale deal? A good wholesale deal must be 25 to 40 percent below retail
value and the more below you can go, the better. If you find a house that is worth $100,000 and you
can purchase it for $93,000, you won’t profit from the deal. You need to find a deal with a good
profit margin so that when you wholesale it to somebody else, they profit from it as well. You might
think that is a silly example, who in their right mind would do that? You would be shocked at the
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loan submissions we get here in our office from people. We had a loan come over the other day
where they were buying it for $75,000 and they were selling it for $75,000. They wanted to get a
loan from us and then carry financing for their end buyer. We said, “Wait a minute, if you get a loan
from us and you are paying 14 or 15 percent on your money, what are you selling it for?” They said,
“We are going to sell it for $75,000 and we are going to carry a loan at 7.” If you sell it for the same
price that you paid and you sign on money at 15 and you sell it at 7, you are effectively losing 8 per-
cent a year. They didn’t think of that.

When you get ready to go to closing you are going to get something called preliminary HUD’s. Pre-
liminary HUD’s are dropped by the title company based on the information that has been represented
to you by the closing agent. On the HUD’s, at the very bottom it will say, “Cash to seller.” Asa
wholesaler, you are the seller. “Cash to seller,” that needs to be a net, net positive number because
that number is the size of the check that you will get at closing.

What you cannot do is you cannot be greedy. Make sure you allow room for the next person to prof-
it. Develop a system where motivated buyers or other investors want to do business with you be-
cause you passed on the profit. If a house is worth $100,000 and you can buy it for $60,000, don’t
attempt to wholesale it to another investor at $95,000. Instead wholesale it for $70,000 or even
$65,000 and you will make $10,000 in a few days, which is a nice profit for you. The investor will
make a bigger profit, but he or she also has to fix it up, borrow the money and take all of the risk.

I can tell you I recently wholesaled a deal where I bought it and then wholesaled it for $5,000, but
my investor on that deal is going to make about a $40,000 profit. Some of you are thinking that is
crazy. Why didn’t I just do the rehab myself? I can wholesale 10 properties a month at $5,000 a pop
and make $50,000 in a month. What do I care about one house where I am leaving $40,000 on the
table? Where you might think I am leaving $40,000 on the table, I think I am simply lining and pad-
ding the pockets of my wholesale buyer so that they can buy more inventory from me as I obtain it.
When you become a competent deal-finder and vetter, your buyers will overwhelm you with de-
mands for inventory. You can literally make six figures a year easily never having to take title, bor-
row money, or do fix up and repair.

Those of you that think the problem with the wholesale deal is that it is all cash now, you have to pay
taxes on it, and you are not producing any long term wealth. You are not gaining appreciation and
you have no monthly income or cash flow from rents. However if you make $200,000 wholesaling,
you can then put 20 percent down on a duplex, triplex, or four-plex and get conventional or private
money loans at relatively reasonable rates. You can start building wealth that way. Right now the
most important thing to you, the beginning investor, is getting cash. Eventually you need to develop
a horde of cash so that you have options and you’re not a motivated, desperate or greedy buyer or
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seller.

Third: Build a Buyer List

In tandem, as we create the seller list, we also need to
be creating the buyer list. To do this, respond to ads
with words like, “cash for houses, we buy houses,” and
ask if you can contact them when you find a great deal.
You are also going to create ads that will attract them
to you like “Cheap house, must sell, $39,000 cash on-
ly,” “Looking for buyers to purchase homes at 50 to 70
percent of true value,” “Pre-list of 45 foreclosed, dis-
tressed homes”. Some of you are thinking you don’t
have a list of 45 foreclosed or distressed homes. Actu-
ally, you do and the list is readily available to you. It’s
called a foreclosure list. Some of you are in markets
where you have tax auction properties. Whether or not
you actually go to foreclosure auctions or tax list auc-
tions, you can still procure the list and use it as bait to attract interested parties. Anybody that re-
sponds to this ad, you can provide them the foreclosure or tax auction list. Lists are the easiest thing
to come up with, but most investors either don’t have the knowledge as to how to obtain the list or
they don’t have the time to get the list. If all they have to do is give you their name, email and phone
number to get the list from you for free on a weekly, monthly, quarterly basis, they will do it and you

will build a list very, very rapidly.

In 2003 I started a company called The Foreclosure Group and this is exactly what we did to build
our database. We procured the list of properties going to foreclosure sale. We would then provide
the investors, who would sign an exclusive buyer/agency agreement with me, the list of pending
foreclosures, as well as, short sales coming online that were going to auction that day, that week, or
in the coming two weeks. We would then create and provide to these investors documentation, title
searches, lien searches, and tell them which properties they should buy. We would email them the
opening bids at the auction and then we would actually go down to the auctions and we would bid
for our investors. We charged them three percent of the assessed value or three percent of the bid
price, whichever was higher. You might find it fascinating that in our first year in business, we did
$1.3 million dollars in revenue in commission income and we didn’t buy a single house.

You have to be a little more creative as it relates to investing in real estate because there are so many
ways to make money in real estate. The one thing I love about real estate is every time a deal closes,
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25 people get paid—the real estate agent, the title company, the property inspector, the plumber, the
water company, the sewer company, even the local elementary school (because of the tax base that
comes with it). Everybody is getting paid! And in-
vestors will pay dearly for the information that is read-
ily available, public record. You simply compile it,

put it into a format that is easily consumable by them, You have to be a little more creative
and provide it to them on a weekly basis. The minute as it relates to investing in real estate
you stop they will be screaming bloody murder be- because there are so many ways to

cause their source of leads was coming from you. | make money in real estate. The one

have helped other clients set up the very same plat- thing I love about real estate is every

form. But if you charge a fee or a commission on the time a deal closes, 25 people get

acquisition of the property of foreclosure sale, you’ll

need to have a real estate license. [ am a licensed bro- company, the property inspector, the
plumber, the water company, the

paid—the real estate agent, the title

ker and I have been for 14 years. If you don’t want to

get licensed, you can charge a fee for the data feed. I sewer company, even the local
elementary school (because of the

tax base that comes with it).

had a client who was charging $100 to 50 or so clients
a month simply reselling public records the same day

that it is available to everyone for free. That’s pretty Everybody is getting paid!
good money for sitting at your home computer and
pulling public record and doing research that is all

easily and readily available online.

We don’t do that anymore. I found out that there was actually more money to be made lending the
money, which is why our company predominantly focuses on financing. We now provide financing
to real estate investors nationwide and we do a lot of foreclosure auction refinances. We don’t pro-
vide money to investors to buy at the auction, simply because there is no way to secure our collateral.
We will encourage them to go find local money—Mom and Pop money where you can borrow it for
14 days and acquire the property at the auction. We actually have a product called Fortunes in Fore-
closure that teaches you everything you need to know about foreclosure investing. So you obtain the
capital for bid and buy and then we will refinance or take out your interim investor. We actually
have several clients right now that have $200,000, and they are buying the properties at auction with
their own money and then use our money to refinance their capital out. They are carrying their in-
ventory on our capital, not on their capital, which gives them more bang for their buck. Literally, if
you have $100,000 right now you could go to the auction, buy a house and submit a loan application
to us. We will refinance it and you get your $100,000 back and you keep the house. Now you can
fix it up, resell it, and in the meantime you have your $100,000 to go and do it again and again and
again. This is, of course, assuming you know what you are doing because you can get hurt pretty bad
at auction very quickly if you don’t, so be careful. You can take that same $100,000 and you can do
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this ten times a year. Let’s say that you are making $20,000 per house, $20,000 per house on ten
houses in a year is $200,000. If you started with $100,000, you just made a 200 percent return on
investment! That is pretty good. You have to understand that there is incredible power and value in
leveraging your own available capital and for those of you that have the capital, there are even more
strategic ways that you can do this through a self-directed IRA where all of your profits would be tax
free, which is how I choose to invest.

When I invest in real estate, even on my wholesale deals, [ am actually buying them in my IRA be-

cause I only have to put $500 down in earnest money deposit through my IRA and then I wholesale
the deal. If I put $500 down and I charge a $5,000 assignment fee, I just made $5,000 on a $500 in-
vestment? That is 1000 percent return and it is all tax free!

If I was consulting you I would ask you to show me your portfolio, your assets, and your liabilities.
We would look at much liquidity you have, how are you are turning your liquidity, and what the ve-
locity of your capital is. We would also look at how you are moving your cash in and out of your
accounts and whether or not you are utilizing tax free environments. Where are you depreciating
your assets so that you’re lowering your tax exposure or your tax liability? There are a lot of things
that we would look at. Again, this is not just me, this is what all of our consultants and trainers do,
but these are things that you need to be considering.

You may be wondering, “What if [ don’t have money?” You can actually do this with no money. In
fact, if you don’t have money it is even better because when you have money you are tempted to use
it and using your own capital greatly reduces your ROIL. Think about it. My ROl is at 1000 percent,
if I invest $500 and make $5000. That’s 1000 percent ROI! What if I use none of my own money
and I still make $5,000? Now my ROl is infinite. So having money is often times detrimental to
your yield. Don’t let not having any money discourage you because you don’t need it if you know
what you are doing.

Back to building your buyer’s list: Using an offline approach, you can call rental owners, both Sec-
tion 8 and regular rental owners. I will tell you that there is no owner of real property more motivat-
ed to sell than the guy or gal that has a For Rent sign in front of the property. What that For Rent
sign tells you is that he or she has one or more vacancies and when there is a vacancy, the owner is
responsible to cover the debt service of that empty apartment. When I see a For Rent sign I write it
down or I take a picture of it and the address of the property. When I get back to my office, I check
public record to identify if there is an underlying mortgage on the property. If I see a fourplex with
For Rent signs in two of the properties, that tells me is he has a 50 percent vacancy. If I then go in
and see that his mortgage is $200,000, I know that he is probably spending about $2,000 a month and
asking $600 per month, per unit, he is coming out of pocket $800 a month to cover his negative cash
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flow right now. That is incredibly painful for people who own real property. The other problem
with vacancies is that you have to invest money into them to re-rent them. You have to put in new
paint, new carpet, and even new kitchens if the property is outdated. You also have to spend money
in marketing an energy and time in vetting the tenant. You have to collect deposits, first and last
months. You have to get them to move in and then you hope that they will stay. There is no better
pain point indicator than a For Rent sign.

You can also call bandit signs, “We buy houses for cash”. Call For Sale signs, especially rehabbed
sales. See if the seller is an investor ready for new property. You know your neighborhood pretty
well and you know that there is that one ugly house on the street. The next time you see that there is
a dumpster that has been dropped on that property and you actually see people working on the prop-
erty, stop the car, and go talk to whoever is working there. You are going to encounter one of two
scenarios. Scenario one, it is the person who bought it. You are talking directly to the principal, but
they are not doing volume because anybody who is investing and doing volume does not have the
time or the capacity to be doing their own rehab. If they are there doing their own rehab they are
probably doing five to ten houses a year max. You cannot scale if you are the one doing all of the
labor, like painting, roofing, or hanging the sheetrock. I would much rather pay someone else $18 to
$25 an hour to paint and hang sheetrock while I find new deals.

The second thing you are going to encounter when you are out there is a contractor, either someone
that they have contracted with as an independent or an actual employee of the entity that is buying
the property. Either way, they are a great resource because they know all of the properties that their
boss has purchased and currently has available for sale. Ask if you can get their bosses name and
phone number. You then want to call them and identify the types of properties that they are looking
for because you are a wholesaler and you are constantly coming across amazing deals that he or she
can buy. Here is why the contractor will generously give you any information you need to know. If
they are an employee, they only are employed as long as there is work. If you have new properties
coming online, that is new work. If they are an independent contractor they only get paid on new
work and if you are going to go to the guy or gal that hired them with more inventory, they are going
to have more consistent and steady work. If they are unwilling to give you the information, maybe
you should remind them of those things again.

With the online approach for building your buyers list you’ll want to utilize social networking sites
like Facebook, Twitter, LinkedIn, Craig’s List, etc. From a dollar per dollar investment and from a
marketing standpoint, obviously Craigslist is the greatest ROI because it is free. You are only invest-
ing time to do it. However, if you want a more targeted approach, I would try Facebook. If you are
not familiar with marketing on Facebook, I want you to go to Facebook and scroll down to the very
bottom where you’ll see a link that says, “Advertise.” Click on that and read the Facebook advertis-
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ing policies, rules, practices, and procedures. What you’ll see is that you can actually target anybody
in your zip code, your city, or your county who has noted real estate investor somewhere in their
online profile. Now you can buy custom target ads like, “Do you buy houses?” “Looking for inven-
tory,” “I have houses that you can make $100,000 cash on easily.” You can have these ads only seen
by those Facebook accounts that are already listed as real estate investors. That means you are get-
ting a great message to market match. Only the people interested in buying your inventory are actu-
ally seeing your ads. That is awesome. Secondly, Facebook is so geo-targeted that you literally can
get down in a territory of 500,000 people and identify within a few clicks the five people that are the
best suited for the opportunity you have. You can scale that, it can be five, it can be 15, it can be
5,000 and the number of clicks that you make, thereby limiting the search criteria, the more custom-
ized your list will become.

If you want to get even more technical, you can actually do what is called retargeting. If they click
on your ad you can actually pay Facebook to re-target that person and now every time they log into
Facebook your ad will pop up. If you have been wondering why you keep seeing Lee Arnold’s name
popping up everywhere, it’s because we retargeted you. You can either be annoyed or you can be
impressed and educate yourself how to do it. We spend millions of dollars a year on marketing, so
don’t reinvent the wheel, just do what you see us doing. Retargeting is an awesome tool and Face-
book makes it available. Also utilize a landing page, where buyers can come to you through your
capture page on the internet. This is the best and most cost effective way to find buyers and sellers.

You also need to be networking. You have to elevate your position in life and start dealing with pro-
fessionals and stop dealing with looky-loos and tire kickers, which are typically people who go to
free seminars. That is what an REI club is. Again, I am not making a blanket statement, [ am sure
there are a few scenarios here tonight where you have made money with people you have met there.
That is great, but that is more the exception than the rule. If you want to make big money you have
to target people who have big contact lists. That would be foreclosure and bankruptcy attorneys and
title companies.

So, what is a buyers list? It really is your bread and butter. A well devised buyers list contains the
contact information of people that may serve as potential suitors for your subject properties. It is es-
sentially a list of buyers you should contact immediately to carry out the final phase of your particu-
lar exit strategy. Essential information on a buyers list includes first and last name, email address,
phone number, buying criteria, type of funding and other pertinent information.

Here are some questions you should ask to understand your buyer.

e What type of properties are you looking for?
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e What areas are interested in?

e What price range are you looking for?

e What is your level of experience, meaning how
many deals have you actually done?

e How do you plan on financing the deals that I
send you?

e Do you have cash?

e Are you working with a private investor local-
ly?

e Do you have a private money company that

you are working with? If so, I would like for
you to send me a proof of funds letter.

Notice that I don’t wait to have a deal. I am pre-vetting my buyers because I am not going to waste
time taking home run deals to people who may or may not have the availability or capital to close.
Time is money, so these questions are specifically meant to vet out the people that we should invest
the most time with right now. I am not interested in maybes and “Well, I will see, let me look into
it.” No, I want to know the buyer’s experience level, the amount of deals he or she has done, and the
amount money ready for deals. And if the buyer doesn’t have any of his or her own money, I want
to know who is financing the deal and how quickly they can close. I also need to know what the
buyer thinks is a good deal. Is he or she looking at percentage of value, minimum profit or minimum
cash flow? Basically we need to figure out how to pre-vet the numbers that the buyer anticipates so
that we don’t waste time pitching wood. That is another sales term which means pitching garbage.
If the buyer wants to buy four-plexes, I am not going to waste time with single family homes. I will
only call him or her when I have four-plexes. If the investor needs to have at least a $25,000 spread
and I have a deal that is pretty thin at net, net, net $15,000, I am not going to call that investor. Ask-
ing these questions, if positioned properly will really get the investor on your side and they will tell
you whatever you want to know because you are an educated professional that values other people’s
time. You are not going to waste their time pitching wood. You are only going to call them with the
deal that fits into their exact investment criteria.

Finally, make sure you ask, “What level of repairs are you comfortable with? Are you somebody
that wants to put lipstick on a pig or are you a licensed, bonded contractor with crews and tools and
equipment and skill sets and abilities where you can do major cosmetic improvement?” Now when [
say major, [ am talking about adding square footage, adding floors, putting a new roof pitch on the
property, reconfiguring the floor plan, dealing with bearing walls, dealing with electrical, plumbing,
you name it. The higher the level of repair that they are comfortable with, the higher on my list they
are going to be because I can literally call them with anything that I believe will be a good deal. 1
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prefer my guy is a licensed, bonded contractor because this is their business. This is their meal tick-
et. They get it and I don’t have to explain anything to them. As a wholesaler, that is who I want to
be selling to.

My last case scenario is the newbie investor that has never done a deal. Why? Because I am going
to have to babysit and spoon feed him through the entire process. But I am willing to do that because
in so doing I create a new constituency of buyers. You see the problem with dealing with seasoned
pros is they are so locked into a set criteria, that if it doesn’t fit they are not interested. But if you
have the wherewithal and patience to work with newbies, walk them through the process, and help
them make money on deal one and then on deal two. For those of you that are coming to the end of
your careers, you are really more in retirement mode and you are looking for retirement savings
money. You probably have more time that you could invest in helping those types of people and
there 1s value in doing it, especially if they are younger because they have a very long selling cycle.
If they are in their 30°s and 40’s, you could be wholesaling houses with them for the next 20 or 30
years, unless you are 90 and then you will have to teach your kids to wholesale to them. The point
remains the same, if you train them, you can create a constituency that you can continue to off load
properties to.

Fourth: Assign the Contract

Now we can finally assign the contract. Assign your
contract over to the buyer by executing an assignment
of contract agreement. An assignment agreement
states that you are assigning your interest in the origi-
nal purchase contract over to your end buyer for X
amount, which is your assignment fee.

Example: The original contract with seller is for

$100,000. You find an end buyer for $105,000, you
fill out an assignment agreement saying that you are
assigning all of your rights and the original contract
over to your end buyer for the amount of $5,000 and you collect a deposit from your end buyer once

the assignment agreement is executed. You then fax or email a copy of the agreement to your title
company. Then you simply close and get paid. On the day of closing the seller and end buyer will
show up to sign all the documents and the end buyer will bring funds for the purchase of property,
plus your assignment fee. Once everything has been signed and the money has been collected for the
purchase, the title company will cut you a check for your fee, you can then celebrate, but don’t forget
the most important step for your bottom line, you will need to rinse and repeat the process over and
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over again!
How to Get Paid Twice!

That brings us to the question, what if you could get paid two times on the same deal because who
wouldn’t like that, right? Here is how you get paid twice. First you find a deal with equity and you
assign the contract for $5,000 or $10,000. Then you broker the deal to the investor you are selling it
to with COGO Capital financing attached. Admittedly, this strategy is somewhat selfserving be-
cause we get a loan out of the deal, but we will pay you handsomely to bring us the deal and you will
get a broker fee. That means you will get paid twice.

Let me give you an example of how this works. This is a real life example and for those of you who
were up here for the Lee’s Inner Circle about three weeks ago, you are very familiar with this deal
because this is the house that we inspected and walked through. You can see it is a little rough here.
There is a lot of debris in the front yard and the grass has grown up around it. But we were able to
get into it. Most foreclosures, when they are vacant, are relatively easy to get into. You might be
thinking, “That is breaking and entering!” I can tell you that there have been several occasions
where we have actually had the cops called on us. In each case I have explained myself to the offic-
ers this way, “Well sir, my name is Lee Arnold and I am a real estate investor and I am going to go
down and bid to buy this house at auction on Friday or Tuesday or whenever the auctions are held in
your market. So I am inspecting the property. My intentions here are to purchase it, renovate it and
then make it really beauti-
ful and I can assure you
that the neighbors sur- e
rounding the property are ice

going to be very glad that 2oE
we were here.” All three
times this has happened,

true statement every one Of By P * ; ' Instant Wholesale Profit: $10,000
) b -
# Getting Paid 2X

Sell to Investor Sell Cost: $78,000

the responding officers
asked for my card so that

- = ¢ 2nd Mortgage 55% of ARV Appraised Value
they could learn how to be- > $38,245 - Broker Fee $382.45

. i X 45| A
come real estate investors o a'f“?f't? el ol
weeks as a Certified Private Money Broker

t00 ; and Expertly Trained Investor

1st Mortgage 65% of Purchase Price
$44,200 - Broker Fee $442.00

Regarding this house, you can tell that the owner clearly does not love this property. Regardless of
the outside, I can tell you that this property was in good shape. The siding was decent and with a
little elbow grease, it will have great curb appeal. Since acquiring the property we have removed all
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the trash and mowed the grass. All of the debris is gone and the house actually looks pretty good.
The opening bid on this property was $54,000 and I bought it for $68,000. As I mentioned before,
this was during Lee’s Inner Circle. There were about 18 people up here in the Spokane/Coeur
d’Alene area at the auction observing the whole process. As a wholesaler, I am going to look at the
value of the property as it presently sits and then I am going to compare it to the after repaired value.
It is the ARV value that will allow you to market and sell the property to an investor. Under the
COGO ARV program, we can do 65 percent of the purchase price. Here is where we are at. |
bought the house for $68,000. In a normal situation I would mark the property up $10,000 and I
would wholesale it for $78,000. In this case, I simply asked who, of the 18 people there, wanted to
buy it from me. A woman by the name of Erma raised her hand and said she would. She asked what
I was going to charge her and I told her I would sell it to her for $68,000. She said, “Wait a minute,
you aren’t going to make any money on the deal?” I said, “No Erma, I will make money on the loan.
I don’t need to make money on the deal.” Because Erma is a Lee’s Inner Circle investor and because
she took decisive action, she stands to make about $30,000 net, net, net on this deal.

I will tell you, if she were not there, I would have bought this house at the auction for $68,000 (yes, I
use my own money at auction and if you are going to utilize this strategy you will either need your
own money too or a local source to back you) and I would have wholesaled it for $78,000 to an in-
vestor end-buyer. Assuming I sold it for $78,000, here is how this deal would have broken down. I
know that COGO will give this end-buyer 65 percent of the purchase price. The purchase price in
this scenario is $78,000, so sixty-five percent of $78,000 is $44,200, which is, as you can already
see, not enough to cover the acquisition cost. However, COGO Capital also does ARV lending. So,
COGO will lend 65 percent of their purchase price of
$78,000, or $44,200, and then will also do 55 percent
of the ARV. The ARV is $149,900, which means we
can do a second mortgage for $38,245. Meaning, the
investor gets, not only the $44,200 for the first, but
also the $38,245 for the second. So basically this in-
vestor can come in with no money down and acquire
the property. By working it this way, I have made
this deal incredibly attractive to the investor. I ac-
quire the property, I wholesale it for $10,000 to the
end buyer and I broker Cogo money so the end buyer
doesn’t have to worry about the deal or the money! 1
get $10,000 paid out at closing and the broker fee for
brokering the private money loan. I get paid twice on
the same deal! All this and I didn’t have to do a thing
to the property.

Now here is the real value: how
much more quickly could you sell
this property by attaching financing
to it? How much more successful
would you be if any buyer that you
brought to the table had a ready
source of capital? As a certified
broker with COGO, you now not
only wholesale property, you can

also provide the financing to your
end buyer.
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Let’s break this down into real numbers. If you become a certified broker for COGO, which means
you can bring us deals and get a fee, not only would you make the $10,000, but you would also make
$824.45 in broker fees. Now here is the real value: how much more quickly could you sell this prop-
erty by attaching financing to it? How much more successful would you be if any buyer that you
brought to the table had a ready source of capital? As a certified broker with COGO, you now not
only wholesale property, you can also provide the financing to your end buyer. That is powerful and
you should really consider that as a strategy.

Here is another deal. This
house is listed for
$130,000. The agent told
me that they had around
nine full-price offers at
$130,000, but all had hair
on them. Knowing that this

Instant Wholesale Profit: $15,000

was the case and knowing o 4o TN ' Getting Paid 2X
: 4 - > 1st Mortgage 65% of Purchase price =

the neighborhood of the e | o e P g
home and its after repaired g T = 2nd Mortgage 55% of ARV = $56,195.00

2 g Max Loan of 1st and 2nd = $137,445.00=
value was about $249,900, S L Broker Fee $1,374.45

2N s Total Profit $15,000+$1,374.45=

I knew that I needed to «’ $16,374.45 In Two Weeks

write my offer very aggres-
sively.

So Lee’s Inner Circle group went out and inspected the property. Everybody loved it because it was
already a great house. All of the plumbing and electrical was done. It had a new water heater, fur-
nace, roof, and new windows. Essentially all of the expensive repair items were done, meaning it
was simply an internal rehab and cosmetics job. I wrote the offer as is, without any contingencies. It
didn’t have the normal subject to inspection, subject to partner approval, stuff that we would encour-
age you to include in the offer. I wrote it with a $5,000 earnest money deposit and to close next Fri-
day. Within 24 hours they accepted the deal. I am selling it to Joan and Robert for my price of
$110,000 because they came to the Lee’s Inner Circle.

If they didn’t buy it, I would mark it up to $125,000, and make a wholesale fee of $15,000. On top
of that, I would broker the loan to the end buyer, which would look like this: the first mortgage at 65
percent of acquisition, which is $125,000, so we would be looking at $81,250 on a first. Then we
would do 55 percent on a second based on an after repair value of $249,900, which gives us a second
of $56,195. The total financing here would be $137,445. When all is said and done, I am going to
get my $15,000 for my wholesale fee and I am going to make $1,374.45 for brokering the loan to
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COGO.

Now consider this, on just these two deals in the span of one month we made $10,000 on the first,
$15,000 on the second, which is a total of $25,000 in wholesale fees. The income from the broker
fees is an extra $2,198 a month based on these loan amounts. Now if you’re in San Francisco, you
are going to be doing $600,000 loan amounts, so your brokerage fees are going to be $6,000 per deal
because your real estate values are much higher. If you’re in the Midwest or the Southeast, you are
going to be dealing with properties typically under $250,000, so you are looking at $2,500 to $5,000
in broker fees. Do the math accordingly, but I am talking about two wholesale flips a month where
you are brokering the deal to COGO.

Let’s extrapolate this into a year. If the income from broker fees was around $2,198 a month and
you times that by 12 you get $26,376 a year. The cost of out Broker Certification Training is just
$2,497. That’s a 946 percent return. What is more interesting is the total income in wholesale fees
per year. At $25,000 per month times 12 that is $300,000 and that’s without ever having to actually
buy or take possession or ownership of real property.

The thing you have to consider is, as a certified broker, you not only wholesale the deal to an end
investor who is going to do all the renovation and repair, but you can you sell it more quickly when
you are also providing the financing as a certified broker for COGO Capital. Think about that. I
would love to see more of these types of deals coming in. We just got a submission today where this
is exactly what they are doing. The person went out and found a great deal. They identified a buyer
and they have now brought the buyer to us. We are in the process of vetting the deal and ordering
the appraisal. Not only will we close and provide financing, the certified broker will get a broker fee
on top of the amount of $7,000 that he is making on the wholesale assignment. That is powerful!
You are getting paid twice! You are compounding it and you are able to sell property much more
rapidly because you have the financing vehicle attached.

Why should you broker? The numbers that I showed you were based on just being a certified broker,
and, again, those fees were on top of the wholesale fees. All you need to do is simply create a sellers
and a buyers list and then get certified as a broker so you can offer COGO financing on all your deals
and start making these additional checks on top of what you are already doing. As a private money
loan broker or wholesaler, your job is simple. You find and assign your wholesale deal to another
investor and you get your assignment fee, which is your first payment. You submit the private mon-
ey loan packet for the investor to COGO Capital and we then add your one point fee to the private
money loan quote and communicate the terms to your investor borrower. Once your borrower has
agreed to the terms, we begin the loan process. Your broker fee is paid to you at the loan closing,
which is your second payment. Again, this is all done without doing any rehab, with tenants or toi-
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lets.

My investment here with you tonight is really self-serving. I need your deals. We need more deal
flow, either from you on the deals that you are bringing us or from those of you that are becoming
certified brokers. We need you out there bringing us more deal flow. The best compliment you can
pay me and our company is to bring us business and allow us to fund your deals.

With that, I will sign off. God bless you, have a great evening. Thank you for your time in being
here. It speaks highly to your level of commitment to the success of your business and I am humbled
by your participation.




The Circle of Wealth

After years of teaching and mentoring around the nation, I found that education doesn’t mean a lick,

if the person being taught doesn’t have the capital to put their knowledge into genuine action.

So, I took the challenge and created a place, Private Money Exchange, where real estate investors

could go for unlimited funds for their non-owner occupied investments.

While the progression seemed natural, we were missing one, very large and essential piece of the pie.
The marketplace was teeming with people who had the funds, who aspired to make higher returns on
their invested dollar, but lacked the desire to get involved in real estate at the ground level.

In light of this opportunity, we created Secured Investment Corp, which gave people a medium to
lend on first trust deeds (real estate), and make higher returns than they were currently seeing in their

stock market, bank CDs, or bond investments.

As we combined all these facets—training, funding, and the means to lend on real property—we be-

gan to notice a progressing trend of growth and success with the clients involved.

Through this model, what we CIRCLE OF WEALTH
call “The Circle of Wealth,” we
also noticed that people who en- TS e s
tered in at the training level and Education

. Training LENDING TO
borrowed funds for their real es- Mentoring BORROWERS

Makes more

tate investments, eventually be- ‘ money

over time

came lenders in their own right. cesisindadols
Find a Deal

They then helped others obtain Borrow Money
Fix & Flip
the capital needed to grow their

real estate portfolios.

This allowed everyone, on every

side, to win!

It is our goal that everyone can enjoy some level of success in The Circle of Wealth, and inevitably

lap it several times over!

We hope you’re one of them!



Like most self-made
millionaires, I began at
the bottom of the finan-
cial food-chain. My
humble beginnings start-
ed as a bag boy at a lo-
cal grocery chain in
Spokane, Washington
working for $3.90 per
hour. My first “aha mo-
ment” happened while I
was aspiring to a man-
agement role at the store
and was reading the life-
changing book, “Rich
Dad, Poor Dad” by Rob-
ert Kiyosaki. Suddenly
my management aspira-
tions looked very small,
but my future possibili-
ties became extremely
big.

My second “aha mo-
ment” happened while I

THE

was sitting in a philoso-
phy 101 course in col-
lege. My attention span
was divided between the
slow ticking of the
clock and my profes-
sor’s long winded dis-
cussion on the econo-
my. While the minutes
ticked by, he let it slip
that he was making only
$45k a year. That infor-
mation and the
knowledge I gained
from Kiyosaki’s book,
made me realize [ was
on the wrong path to
success and needed to
make some very im-
portant changes fast. So,
from those experiences
and an influential nudge
from an incredibly per-
suasive late-night info-
mercial, I went into real

Who Is Lee Arnold?

estate.

I began the way many
people do—in the edu-
cational and training
space. Like many, I
went to real estate semi-
nar after seminar and
bought course after
course. Through long
years of trial and error, |
built up a very profita-
ble, million-dollar real
estate business from the
ground up. I’m proof-
positive that the training
system can and does
work! Because of this, |
decided to help others
by teaching them how
to translate workbook
education and real estate
theory into the real
world of real estate in-
vestment.

SMARTER
INVESTING:
Experience &

Discipline

It is because of investors
like you, that we are
able to promote The
Circle of Wealth and

help individuals, of any

background, familial, or
income status to receive
the training, the funding,
and the return on their
invested capital that they
need to be truly success-
ful. It is our goal to
make those who aren’t,
“Millionaires,” and for
those who are,
“Philanthropists.” We
are grateful to provide a
platform where investors
not only earn the returns
they seek, but also finish
each day with the in-
tense satisfaction that
their investment allows
someone else’s dream to
be manifested.

Corporate Office

1121 E. Mullan Ave.
Coeur d’Alene, ID 83814

800-341-9918

SYSTEM OF J REAL ESTATE INVESTING



