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Claude’s Success Mentoring Programs

The old way to learn is new again!
Hello, my name is Claude Diamond and | yearned for the success, financial freedom and happiness
that most of us desire. | followed all the rules of the day; | attended excellent colleges and majored
in business, | studied law and received a J.D. (Juris Doctorate). | was employed by Fortune 500
companies. Guess what? | was unmotivated, unhappy and worst of all | was always broke. | did a
good job, but all | got for my efforts were token (very small) raises and pats on the back. My life
was frustrating since all ngreams of wealthwere just that, daydreams. | was so frustrated with
my life that | had to do something drastic so | took the path that many of us travel on. | spent a
fortune (that | didn’t have) attending all kinds of real estate, motivational and business opportunity
seminars, workshops, boot camps, you name it. Then | spent even more money buying all types of
self help books and tapes. | literally spent a fortune and | have book shelves full of pie in the sky
motivation! When it was all said and done | was also in debt! The rules of making it big in America
just didn’t seem to be working for me even though | was following the conventional thinking. All
of the above stuff just didn’'t work! It's not that the information is bad, it's justsinartt term,
quickie, motivational and gimmicky fixes won’t get you to the bank!

OK, OK Claude so if rah rah seminars, bootcamps and fire walks don’t work what does?What'’s
the SOLUTION?

There is a common sense, success method that can achieve remarkable results in a
reasonable timeframe and it's calledMENTORING . It's a way to learn that goes back to the
beginning of time when an experienced successful young teacher (I think Tom Cruise should play
me) would take on a pupil and teach him or her to duplicate/emulate/copy his own success. It's an
honorable old way of learning that had been forgotten, but has been rediscovered and is new again.
(Thank you America.Now back to my story. | was down right depressed about my non career at
this point and to top it all off | had trouble sleeping at night because | was always worried about
money. Life wasiot a bowl of cherries, but | still wasn’t ready to give up and accept mediocrity. |
had the idea that | should try to discover another way to fulfill my destiny, a short cut to success. |
decided to find myself a Mentor, a teacher who had already achieved the success | wanted. | would
listen, learn, emulate and finally succeed someday. | met my first mentor, Max in serene Northwest
New Jersey and he gave me a million dollar education in real estate and business. My life and
fortunes literally changed overnight. Thanks to Max, | was able to start up my own business in
creative real estate and achieve success beyond my wildest dreams. Now it’s your turn to find your
success.

| know of no better way to have the Success you want, the Greatness you deserve and the life you
were destined for than by having a One-On-One Success Mentoring & Wealth Coaching
Relationship. Let me tell you about all the dumb mistakes | have made so you can avoid them and
then let me teach you all the smart things | have learned that allow my family to enjoy a great life.
We live half the year in the Colorado Rockies and the other half in beautiful, warm and sunny San
Diego, CA. (See my addresses below). Mentoring is the smart time honored way to accelerated
learning and growth and to keep the energy and focus on your goals. It's not for everyone. If
you're hungry, ready to make changes in your life and are teachable we can accomplish some great
things.

Here are my Favorite Mentoring Programs:
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Member of the Better Business Bureau



% DiamondConsultingGroup

California Office  (January Through May) Colorado Office (June through December)
Office: (619) 421-4121 Fax: (619) 421-5628 Office: (970) 726-7979  Fax: (970) 726-7999
539 Telegraph Canyon Rd. #145 P.O. Box 960

Chula Vista, California. 91910-6436 Winter Park, Colorado. 80482-0960

Sales Training & Coaching: | have always said that “Sales is the Million Dollar Skill” and

with My “GUTS”"™ Sales Training Success System | can show anyone, from the starter to the
seasoned sales person how to make sales, fun, satisfying and extremely profitable in the next 30
days and go to the bank.

Creative Real Estate/Lease Purchasing: This is my favorite original wealth building

home business. Learn how to control without ownership and develop multiple streams of income
without tenants & toilets.

Mentor Coaching-Coach Training: Learn how to become a Coach, Consultant and/or
Mentor by developing your own specialty niche business. Help others to keep the focus. We have
the business and marketing plans and a sales system that works. This is the most wonderful home
business.

Business/Success Mentoring: Do you have a business concept you wish to develop or an
existing business you want to make more profitable or do you just want to learn 7 figure thinking?
Then this is the program for you.

The Licensee Mentoring Program: This is the one for the real entrepreneur. It includes

full licensee rights to purchase at cost and sell our exclusive product line. Use our trade mark and
proprietary business concepts & materials in operating your own Unique Mentoring, Coaching and
Training business.

“Give me a call, | answer my own phone.” Claude
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Over theyears lhave had theleasure oMMentoringselect individualdrom all over the

world. They wanted tohave the samasuccesghat | found with this wonderful (but
seldomused)techniquecalled Lease Rehasing. What you are about tead isan actual
Mentoringsessiorthat | conducted. | béve thatthis is anextremelyvaluable section of
my book. It contains sonuch hard information and includes so macellentquestions
in a readable and hopefully entertaining and motivating format.

Claude: GoodVorning! Let’s getstarted learning about The Best Concept in esthte,
Lease Purcasing. First aittle backgroundWhen | gotstarted in relestate manyhings

that were trughen are still tre today. There is stilla plethora ofGuru’s selling books,
tapes andseminars.They all seem tasing thesamesong“get rich quick purchasing
foreclosuresfixers, puttingnothing down, using sweatequity and so on. | followed all
this wonderfuladvise and for thenost part had othing toshow, butthousands otlollars

in debt, liability, negativecashflow, overhead like taxesnsurance, repairdegal fees,
principle and inteest payments. Thmanagement of theenants was n@icnic either. |

had very little controbf them. They paid eithdate or insome cases not atl. Therewere

constant evictionsattorneysrepairs andnalicious damage. | had to worksgcondpart

time job just to keep up with all the debt.

Client: Wow, | would have quit at that point.

Claude: | was almost ready to quit, but themeard of a man who was a setfade

millionaire with an unusual technique. Thisoncept wouldallow me to controlgood

properties ingood neighborhoodwithout the bank qualification, largedownpayments
and would be prfitable from the beginning right to thend. He wasny Mentor,Max. He

taught me some of theasic principlesvhich | amgoing to sharevith you today. Max

used to say:

“Why own real estate when you can control it.”

| didn’t have aclue whathe meant. Healso usedo say“just let everyone else buy it, fix
it and then wawill control it”. You see Maxcame tathis countrywith nothing. Nocredit,
no money justknowledge of the true principles déverage and control which we are
going to discuss today. The concept of Lease Purchasing !

Client: OK-OK !l Let’s get going here I'm biting at the bit.

Claude: All right. There are samany differentkinds of lease purchases oroption
techniques so beforeengetinto strategiedet’s beginwith a good foundation and start
off this discussion with a good definition of a Lease Purchase.

A Lease Purchase is really two basic concepts in real estate; Leasing and Purchasing.

The first concept is thdease or asomewould call it the ental. In a lease we obtain
temporarypossession ofomebodyelse’sproperty. We do not own it antitle has not
changed,but yet we control it. We can reminything in oursociety, carslawn mowers,
motelrooms. We cament any kind of reagstate like mobile homespndos,townhomes,
single family residences, large estates, you name it.

If we canrent somebody’s progrty andobtainpossession, we camave partial control of
it just as any other tenant does.

Thesecond part of thdefinition is the option tgurchase. Optioto purchase means you
have theright not the obligation to purchasesomebodyelse’s property for apre-
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negotiated price anterms. So we can rersiomething, we can use it for our own needs
andfor others. We capre-negotiate possible purchase difis property for soméne in
the future.

Now the one thinghat is quiteimperative in deasepurchase igetting theassignment
clause negotiated into the contract if went to personally control it. An assignment
clausegives you theright to sublet, transfer andconvey anyrights which you have
negotiatedwithin the contract to athird or fourth party. If donecorrectly we can now
control someonelse’shome withouthe purchasefransfer oftitle or loan and ourcosts
are fixed to just a simple monthly rent just like any tenant would pay.

Theonly thing youreally have tounderstandlaoutleasepurchasing ishat you can make
more money by controlling othgreople’s reakstate than you can ligying to go out and
buy your own reakstate all the timel-or example, you go out and bugour own real
estate, younave got tacome up witha lot of down payment, 10 t80%. Youhave got to
qualify for aloan, youhave to paytaxes,insurancehomeowners fees and all thituff.
You areresponsible for thenaintenance, if theoof leaksthat’s your poblem. | think we
have allbeen basicallyprainwashedhat the only way wecan beinvolved in real estate is
by buying it all the time and that is simply not true.

We cancontrol propery by negotiating bng term leaseswith options or rights. Aease
purchase fronthe investor’sview point isthat we can ontrol this property the same way
a tenant cancontrol it. We can put one or twaonthsdown for as long dease as
possible andhen go just it further andnegotiate all the terms of the purchase. We
don’t have to pay théaxes,insurance and homeowners fees. Wenot responsible for
maintenance on the property if the heating system goes out or if the septic tank leaks.

We canhave more cainol by optioning or leasingvith optioning a propertythan you
canby buying. This isvhat youmust understand inordés succeedvith this specialized
knowledge.

Now | am going to break down my strategies into four different parts. 1 call them

My Four C’s.

The First “C”

TheFirst “ C” stands forControl. | want to cantrol otherpeoples’properties. How do |
getthis control ? Normally thisnvdves some kind ofmotivatedseller. What doesevery
guru atevery seminar say ? They say find theotivated seller. Well | have some
shockingnews for you,not everybodyis highly motivated. (I know you knewthis
already). The beautgf leasepurchasing ighat wehave atechniquethat canwork with
the non-motivated person, tooThis technique igeally notwell known because it is a
niche and it is not utilized by many. If it isresented tpeople and weducate them on its
benefits and advantages we can workith the ron-motivated person, too. We ageing
to start, however, with the motivated seller for this portion of the First “C”.

Whois the motivatedseller ? Did yowever getstuckwith a property ? We have dlleen
there. We all knowvhatit’s like when wewant toget out of the poperty,when wehave
the tenants fromhell or when ral estate isgyoing down invalue. This could be aeller
who is being transferrednoving, experiencing &mily change, one wihhasbuilt another
home, has a new job, has no job, foanyreasons. Waustdon’t want to buy it, we want

Chapter VI-3



Lease Purchasing for the 21st Century©
to control it.

The control strategy involves twalistinct techniques; Sandwich Leasing and
Assigning. Let’s beginwith the sandwichease. This is essentially a homéere | can
negotiate a log term contractwith the right of assignment. like sandwich leasing
becausehere are a muliitde of profit centerswithin it. You were looking for good
properties, in good neighborhoods, no more war zones and no more major fixer uppers.

Client: What is the difference between sublet and sublease?

Claude: Basically they are tharse thing. | us¢heword interchangeably tmean renting
ahomewith theright to purchase from®wner “ A” andthen turnaround andent it with
an option to Tenant “B”.

Client: Exactly what kind of homes do you mean ?

Claude: My favorite phrase is as follows:
“I like good properties in good neighborhoods.”

I don’t mind if they are blue collaneighborhoodsmiddle/upperclass, etc. ljust don’t
want to gointo the war zoes o dealwith major fixer ypper properties. "Beethere,done
that!" My Don Quixote days are over, thank goodness.

| am not going to get thetype of option money | amooking for by trying to sell
something tgeople theydon't want. Further, don’t want tomake capitaimprovements
on properties | am only renting. FlnaIIyWantthls property tdurnoverwithin 30 days or
less. All this is common sense, yet oes aginst all the conventional thinking
propagated by your well known gurus, writers and speakers. Gee | wonder why ?

Client: Do you have a dollar limit here? What kind of repairs are we talking about ?

Claude: I am talking about cosmetic repairdoin’t mind if a property needs attle paint

or carpetcleaning, new toilet seats aminor things, that’sfine, but I don’t want to do the
major renovatiorstuff. It’s too time, money andenergy consuminglhere are plenty of
good homes ingood neighborhoodsvithout the hassles. Idon't want to do lease

purchases on hard tooveproperties.Yes, Iwant it all and withLeasePurchasing | can
have it.

Peoplewant tolive in goodareaswith good schools andmenities. Itdoesn’thave to be
the prettiest house in the neighborhood, but they want stable neighborhoods.

Client: How did you come to this philosophy ?

Claude:When Istarted in reakstate | thughtthat | wassmarter than thenarketplace. |
got some of the worst properties in neiginboods andceven with generousrent credits
theyweresometimes very difficult tanove. The taantswere lessthan motivated and the
upkeep was costly. | thouglthat | wasgetting a‘steal of a deal’ but irreality all | was

getting was an alligator propergnd a constarheadache. The wagreative reakstate is
taught today bymany is justgoing to result in frstration and burnoutwith loser

properties.

Client: Claude,| recently heard a speaker whwas preaching about his wonderful
technique ofjoing to the ugly properties and wazones, etc. Weshould pay 20 to 30 on
the dollar for theseproperties andhen flip them with creative financing. From what
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you're saying this is not a viable method, is it ?

Claude: Whywould anyonewant to own,muchlesscontrol,homes in higtcrimeareas or
costly fixup propertiesvhen you carcontrol much bettehomeswith a Lease Purchase?
It just doesn’tmake sense. As Isaid my DonQuixote days areover. | am through
fighting windmills or for that matter, hard to market properties. Wedon’t make any
moneywhen we arestuckwith the monthly payments, high advertisingosts and repairs.
The bottom line is we lose money, don’t we ?

Client: If we can't feel safavhenworking on a property then weon’t want the proprty
under any condition, correct ?

Claude: Exactly, and yolkknow what | havediscoveredhere’sjust as manyroperties in
thesegood neighborhooddt’s just a matter of where wefocus ourselves and our
efforts.

Client: Now what kind of properties are we talking about here?

Claude:Condos andownhouse aréine, | havedone a lot of them. Singl&amily homes
areexcellent. llove thoseespecially, thdread and butter Bedrooms/2 baths. Have even
donemobile homes.Have youread a wonderfubook on mobile homes by my friend
Lonnie Scruggs?

Client: I own mobile homes and | never heard of this book. How do | get it?

Claude:Justcall Lonnie at (757) 436-2197. Itosts aroun&30.00which is abargain.
Bestyet, Lonnie usully answers his owiphone. llove mobile homesl've made a lot of
money and I'vecreated a lobf paperwith thematfter | readLonnie’s book and kpplied
my lease purchase methods.

Client: What about the expensive homes, the high end stuff ?

Claude: If youwant to getinto the high endeal estate yogan do thatoo, but ofcourse
you arenot going tocommitsubstantiafunds tothose kinds ofdeals. The last thing you
want to do is getstuck with payments on a homehat’s running acouple of grand a
month. There aresome Lease Purchasetechniqgues we can usm these types of
properties, too which | will discuss later. (See Cooperative Assignments-the 2nd “C”).

Client: Alright, Claude one quicquestion. At avell knownGuru’sseminar weweretold
to negotiate six month Lease Purchase leases only. Do you agree ?

Claude:That strategyustdoesn’tmake anysense. Iprobablysounds reajjood during a
seminar, but oncgou’re outtheredoing thework the NO’S aregoing to be a tile
motivating.Negotiatingwith anowner for sixmonths at dime with arenewalclause is an
unreasonable strategy asldows aack of commitmentOnly a few extremelymotivated
sellerswill go for it. Who wants to worry about finding a new tenamtery sixmonths ?
My feeling is the longer the lease the better.

We want tocontrol properties for as long asssible, the longer thieetter. We therwant
to sublet the home in one year increments or assign the lease to another person.

Client: Why a one year term ?

Claude: The Tenant/Buyer in arsdwich leaseanill possiblyrenew foranother year and
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we can receive additional option money and positive cash flow.

Client: What are your ideas on moving the home fast ?

Claude: Mysuccess sttagy is togive extremelygood rent cedit. | give 50 to 100%
whetherit's someoneelse’s poperty or myown. Thereason ighat | want my phone
ringing off the hookwith potential Tenant/Buyers. Most sellers and landlordwill not
give that kind of rent credit up front, but they did themath they’drealize thatgetting
someoneanto the homdast iswhatit’s all about.When youcompute how much money
you lose by constantladvertising and making all theonthly payments yowealize that
it's better to turnover the home pronto-Tonto.

Client: 1 heard you on a T\6how andyou mentionedthat rentcredit is appliedto the
purchase price. Is this still true ?

Claude: Yes When you’redoing a rent tcown, a sandwichease,rent credit ancoption
money go to the purchag@ice only. If you mistakenlytell the Tenant/Buyer orplace
within your contract that it is going to thedown paymenandthat doesn’toccur, when
they go for a loan, they have grounds for a potential lawsuit against you.

Client: Even theoption money itselfcouldn’t be considered as pia of the down
payment?

Claude: I've got totell you that 99% of the time @loes go to thalown payment, but I'm
justworried about the one guy whgoes to the ong@rivate lender who says none of the
option moneywill go to thedown payment. Why take a chance? I'm mgmiing to stand
in the way if they can get all the money towards the down payment.

Client: You just want to let them know before hand.

Claude: Definitely ! There are threegules, disclosegdisclose and disclosedbo your
businesshonestly and upfrontith people and yowvill find that your problems are
minimized andyour businessvill consistentlygrow asyour reputation precedegou. It’s
the best marketing of all!

To sumup, the Rent Credit andDption Money areapplied to thepurchaseprice only in
my contractsDepending orthe lendermany variables@uld occur inthe Tenant/Buyer’'s
favor.

Client: Thepoint is we wouldtell a buyer that theoption consideration is ualy taken
off the price of the house.

Claude: Tis is the way | usuallgxplain it to them. Allyour rentwill be credited tovards
the purchaseprice andyour option money usuallgoes to thedown paymentepending
on what lender you go to.

Client: OK.

Claude: Don’t use termghat are absolutbecause irthe contracts,option money and
rent creditshould always go to thepurchaseprice. It is usually not anissuewith the
tenant/buyers; thegion’t differertiate betweerpurchasgrice and down payment for the
most part.

Client: It's like a $90,000 house antthey have got$10,000 or $15,000 ieredit it still
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comes to the same price for them.

Claude: The price comes down regardless.

Client: Youjust want tomake it clear to theenant/buyethat option moneygoes to the
price of the home as well as rent credit, but there are exceptions, right ?

Claude: Right and you don’t want to confuse or misrepresent the facts.

Client: Do you have aformula for the percentagef option consideratiorthat you
require?

Claude: I'm looking for a minimum of three tive months or 2 1/2 to 5% of the
purchaseprice. My operational rule ithat thefirst to mention price alwaydoses. Did

you ever read the Herb Cohleook _YouCan Negotiate Anything
Client : No.

Claude: It's a must read. Negotiation is an important skill.
Client: I'll get it.

Claude: Let mesharewith you astory. | had a vergxpensive gperty in a neighborhood
andl wasstuckwith it. | waslooking at the seconohonth rent and was responsible for
the payments. Ihad originallywanted$5000.00option consideration for it, but now |
would havetaken$2000.00. | had #&ady cometo the house who wasery interested in
thehome. | wasanxious andvanted toblurt out to herthat all | wanted was$2000.00
andit’s yours. It was on the tip of myongue youknow, butjust before | said it, she
goes to méMr. Diamond, | have$8500.00will that beenoughmoney?” |said“yes,
we can make thatvork.” (I'm biting my tongue!) | almostmade a$6500.00mistake for
opening my mouthThe fundamental rule of negotiation ishe first to mention price
always loses’. Let them tell you what their budget is first.

Client: You don'’t state in your ads the amount of option money you require ?

Claude: No'! Iwanteverybody who is reading my ads ¢all me and let mé&now what

their budget is. Why limit your upfront potential profit? Did you ever play poker ?

First | am going to run one of my famous rent to own ads. | am not going to put how
much option money in it. want thephone to ring offthe hook. | want to keep this
information in my computer for these potential tenant/buyers.

Client: Sure !

Claude: You wouldchevershow yourcards inadvance; whyvould you state the amount of
money you require on goodhomewith agenerous rentredit ? Alwayshold something
back. You carlower theoption consideration yotequire, but itsure ishard to goback
up. Let the Tenant/Buyers tell you what their budget is and then start your negotiation.

Client: Whatwould be agood way towork with a Tenant/Buyer who ishort therequired
option money ?

Claude: Agood stréegy would be to see if they coulthakehigher rent payments. You
could raise the bridge or lower the water.
Client: This is getting more interesting by the moment.
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Claude: You ain’t seemothingyet. You are reallygoing to enjoywhat we aregoing to
talk about this morning.

Client: Do | just do Lease Purchase deals in my backyard ?

Claude: Mybusiness is ngust here in Samiego, Calfornia or Winter Park, Colorado,
but everywhere. | use the niche of leagarchasing allover thecountry. | have even
workedwith people in othecountries. Thiss atrueniche and if wamarket it correctly we
canuseit everywhere. There igo geographicalimit to where we carwork with this
technique. We can use Lease Purchases anywhere there are free property rights.

Claude: Alight, it seems we took a littldeviation. Iwant us to geback on trackwith my
lease purchase strategies The four “C’s”.

Client: Sounds good Claude thanks for answering all the questions.
Claude : Keep them coming.
Client: So, where are we ?

Claude: We are still talking about the first "C" control and sandwich leasing here.

In a sandwich lease want to control ayjood property foas long agossible. Theule is
‘the longer thebetter’ in terms of the longevity of thiease. A special note to remember
is that if we control it for longer tharfive yearsthere could be taxonsequences for the
seller.Under the IRSode any LeasBurchasdongerthanfive years cou be interpreted
asaninstallment sale. fiis might mean capitalgains consequences for tlogner, but
(this sounds catlus) who cares ?That is esentially the seller’s problem, notours.
Havingsaidthat, however, gimplemaneuverould be to negotiate five year leasawith

a right to renew an additional five year lease.

Client: Claude how long is your average lease ?

Claude: Myaveragdeasewith a sandwich that | am tiking to personally control seems
to be somewherdetween twdo threeyears.Justremember théonger thelease the more
valuable thecontract.It’s always toyour advantage tanegotiate adong a lease as
possible.

Client: OK, but what type of seller are you really looking for ?

Claude: I'm looking obviouslyfor the type of seller who is somewhanotivated for a
variety ofreasons. I'm loking for sellers whohave bad tenants and etionsfiled, who
have vacanthomes. I'm looking for propertiesvhere thelistings are expiring. I'm
looking for anythingthat is for sale or rent by thewner. Mostly I’'m looking for
someonenith a prdolem so Icancommunicate taghem thattheir problemwill be over
with the lease purchase solution.

Thedialogue would go somethinglike this ‘Mr. Seller/Mr. Landlord’ youwill be paid

on time and your property will be taken care of.

A lot of times Iwill get hold of anowner and Iwill identify what his poblem is o what

his pain is andbffer him multiple solutions.Pleasemake notehowever, | am looking for
a propetty that | can geslightly undemarket (at leasi0%) sothat | can get thespread
or margin that we talked about before.

Client: Right,| remembereading abouthat inyour manual, but what if theellerwill not
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or cannot drop the price to give you a reasonable spread ?

Claude: If I cannot geenough of amargin then Iwant a propdy where | canpossibly
raise the purchase price to create the margin | need.

Client: Why not just increase the price over your 5% rule?

Claude: | cannot over price gougepeople Besidessince it is the wrong thing to dahat

ideawill eventually blow up inyour face. Imagine &enant/Buyer whaoesinto a deal
with high expectations of finally owningheir own home and then one day in a casiit
with the nextdoor neighborthey find outtheir home isgrossly over priced. You are
settingyourself up for a digruntled and disappointeluyer, not to mentiorpossible
litigation. Hey, who needs thhassles? Oncagain it is my persongbhilosophy tohave
nonadversariatransactionsLet’s dowin-win deals andstill profit congstently. The rule

is (sorrylots of rulesfor successere), you cameasonablyncrease th@urchaseprice of

ahouse by 3 to 5%ecause you are sublettingaityear intothe future. That is within

reason. If the property is worth $100,000.00 we can sublet it for $105,000.00.

Client: And you are giving back 50% as rent credit.

Claude: Yes, | might give even100%rent credit. It alldepends on théocation, market
demand and hownanyTenant/Buyers have in reserve in mglatabasevaiting to get into
arent to own.

Client: I'm still unclear as to how you negotiate the sandwich lease with the rent credit ?

Claude:Let’s take ahypotheticakituation here. My rulavith the seller or the landlord of
the property is as follows:

"l want to negotiate like an investor and finance like a renter.”
Client: What does that mean ?

Claude: lwant to negotiate thébestdeal for thebest terms for the begirice and for the
longest term possible.

Client: In my state one and a half months is the normal deposit for a rental.

Claude: 1 was talking t@omebody inTexas yesterday antley saidthat they only put
down half a month. Normal in California is one month.

Client: However, many people don’t know they can get a month or even more.

Claude: You're correct. Nowet’s just seewhat we'redoing here. Instead @foing to buy
ahomewith 10-20-or 30% aslownpayment to dank we trulyhave control of a progrty

with a ridiculously small amountthat we call option consideration. I'm looking to
negotiate thdestprice on the poperty so as to create a spread or margin. What does a
nice middle class home go for in your area?

Client: A middle class 3 bedroom/2 bath home goes for $200,000.00.

Claude: Let’s saywe foundthis 200K home in the paper and it was a FSBEQr sale by
owner). Wehavenegotiatedvith the owner a$180,000.0(purchaserice. This is only a
10%discount off the askingrice. Remember there is neal estate agent in thdeal and
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that usually accounts for 6 to 7% commission.

Client: OK, | seewhat you did, but whaexactly did you sayo the sellerwhen you call on
the ad to get this discount and make the deal happen ?

Claude: Greaguestion ! Theanswer is to ask a lot ajuestions. Let theseller tell you
whattheywant to do, whaprice theywant. Every conversation is somewh different, but
here is an example of an opener.

"Hello Mr. Seller, | see yotnave an ad ogour home(for sale orrent). Isthat homestill
available ? (He answers ‘yes’.)

My name isClaudeDiamond and | am loking for a homethat | couldRENT TO
OWN.

Question: (primary question) Would you consider doing a rent to own ?
Question: (length of term) For how long ?

| would pay you oriime everymonth andvould beresponsible for alinaintenance under
$100.00 per incident.

Question{price) Sincethere is no real estate agemiolved whatwould be thebestprice
you can give me on the purchase of this home if we made an agreement today ?

Client: 1 notice that you use thevords rent toown. Is this better thansaying Lease
Purchase?

Claude: Definitely. Most sellers won'thave aclue of what aLeasePurchase is, but do
havesomeidea of what a rent to own is. If you want to dealswith people don't be over
sophisticatedTalk simply and honestly. Ask ot of questions andlevelop arapport, a

relationship. | am a big believer in the concept of what | call ‘relational selling’.

Client: What's that ?

Claude: All it means ighat youshouldsell yourself before yousell the product or
service. Have you ever had a sales person whose personality you truly enjoyed?

Client: Sure!

Claude: They mighhavebeenhumorous, nopushy andafter chatting for awvhile you
discoveredthat you both had manythings in common, sports, schools, frigls,
restaurants,etc. There is often some commonality between people if they can
communicate longnough. If you cameachthis commonality then thehances ofloing
busines$aveincrementallyincreasedOnceagain,it's commonsense Peoplelike to do
businessvith peoplethat they like. The price is not the onigsue inmost cases asuch
asmost peoplahink, it’s the relationship,service andinally the value given. | always
lease high endars.Theyoffer me abettertrade-in because thegtain theirvalue. 1have
beengoing to the same dealership foreoven years. Notbecause of theprice, but
because like my salsman and theervice isfirst class. Theyalways greet me when |
arrive. When | have an occasionahaintenancaepair they loan me a car. probably
could save money at another gdeice, buthey wouldn't have theservice and thepeople
that |1 enjoydoing businesswith. They havetranscended thbusiness andhave become
relational to me. Now THAT'S SELLING!

Client: So selling myself is the first rule of order.
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Claude:lt’'s part of beingsuccessful in any salesxperience. Sell the Leadeurchase
advantage.

Claude: Nowlet's getback to our deaWhat wehavecreated is &20,000.00margin on
the property.

Client: Right.

Claude: Let’s now use my 5% rule anchise the priceslightly andmarket the home for
$205,000.00. Now we have a hypothetical spread of $25,000.00 to play with right ?

Client: Right.

Claude: My goal might shock you so get ready to disagree with me here.

Client : No problem, I'm here to learn.

Claude: Iwant togive awaythat entire$25,000.00. Mygoal isto makethis property look
so attractive to somany tenant/buyerghat thephone ringsoff the hook andthey are
fighting to get into this property. | will negotiate to give maybe 100% of the rent credit.
Client: Houses around here would rent for approximately $1300.00.

Claude: $1300.00 a month; rents are pretty healthy in your area.

Client: They have gone up.

Claude: That’s good.

Client: So how much would you try to rent that home for ?

Claude: | would put an ad in the paper; Rent to C$&%95.00 anonthwith 100% rent
credit.

Client: OK.

Claude: Wewant tomake about $200 month. You know we can gdown, but wecan’t
go up. Do you think we can get higher?

Client: Possibly. So you are looking at about $18,000.00 ywmuld be giving them
back in rent credit and you would still have a $7000.00 note on the back end.

Claude: That’'sight. We are looking for aninimum oflet’s saythree tofive months in
option consideration.Let's say we rurthis ad, we ge$5000.00down and$1495.00 a
month. Let’s say wegave theowner at least one monttown, maybe weeven had to give
them twomonths, but wehave the property for three yeaterm, we have théRight of
Assignment. The Right of Assignment means we can sublet it or assign the contract.

Client: Right.

Claude: Now | amgoing to run an ad in the paper and it is going to fagnt toOwn,
$1495.00 amonth with 100% rentcredit, Three bedroom/two and a halfath, No

qualifying.
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Client: OK.

Claude: 1 anmgoing to put my 800 phone number in the ad. Do you think we are going
to get phone calls with a 100% rent credit ?

Client: You mentioned no qualifying you mean bank qualifying, correct?

Claude: We ar@ot concerneavith the bank right now. | antalking aboutqualifying for
the lease puchase. Theonly thing that quéifies them in mybook is howmuch option
money theyhave. Icouldn’t care ifthey had aankruptcylastweek the onlything | am
concerned about is can they priough option monegown as acommitment to make
me feel good about doing business with them.

Client: Do you run a credit report?

Claude: Always, eventime. With thetapes | am going teend you todaytherewill be a
cover sheetwith some companies | dousinesswith, one ofthem is acompany out of
Texascalled RentRoll. They charge me, | thin10.00 percredit report, | pick up the
phone, use their 800 number and within 30 seconds they fax me the credit report.
Client: OK.

Claude: It's a really good service.

Client: At the end of one year do your Tenant/Buyers ask for an extension ?
Claude: Hold on, we will give it to them. | know where you are going.

Client: If you do want to get rid of them?

Claude: Why do I want to get rid of them if they are a good tenant?

Client: If they buy the house it does not matter.

Claude: Yes.

Client: If theywant a ong/earextension andet’s saythey havebeenlate on therent five
times.

Claude: Now that’s a different story.

Client: Now you are going to court to evict them.
Claude: Right. Do you mind if we role play a little.
Client: OK.

Claude: You know in SaiDiego wehave a rent to own s&on. There are usually 50 to
100 ads in there.

Client: We are in a way better because we do not have any Competition.

Claude: Myphilosophy in doinghis is togive them thebestdeal theyhave everseen, to
give them excellenvalue. Theyhaveneverseen an aavith 100% rentcredit and many

Chapter VI-12



Lease Purchasing for the 21st Century©

potentid Tenant/Buyers argoing to call because they areurious orthey have been
turned down by dank. Whatever thereasorthey aregoing to be curious about thigpe
of ad. My goal is to gesomebody in the propertyithin 30 days or less andnake a
substantial profit ugront. | don’t care if | make nthing at the end of theleal | am
looking for cash flows. | am looking for limitediability, but | want to make aprofit up
frontand recoup any money | put dowrith the owner.Let’s role play. Mr.Client you
call me up on the ad.

Client: Hi, I'm calling about the ad in the paper.

Claude: You and half of Newersey. (Create asense olurgency!) You know I've had
abouttwenty phonecallsthis morning.t’s unbelievable. Sir, are you familiawith renting
to own ?

Client: I don’t know much about it, my wife wanted me to call, she saw the ad.

Claude: Okay, let m¢ell you a little bit about it and we will see if yoqualify, and if
you're interested, I'll give you the address so you can drive by the home today.

Client: Sure.

Claude: It's athreebedroom 21/Dath inClifton, this is a rent toown sir and 100%all
of your rent for ongear)will be credited twardsyour purchase, the rent 81,500.00 a
month; so in ongyear youwould accumulaté18,000 vbwards thepurchaseprice. Now
there are threeequirements wave before | give you theddress on theroperty, would
you like to hear them Sir?

Client; Yes, | would.

Claude: First, inorder for you to gethat 100% rent credit, we have to bepaid on or
before the first of the month. If you pay on the second you theway theentire
$1,500.00 rent credit for that particular month.

Client: Okay.
Claude: Are you capable of paying on or before the first of every month?
Client: Yes, my credit is excellent.

Claude: Okayit’s not your credit I'm concernedwith, can youmakethose payments on
or before the first of every month?

Client; Yes, we could always pay it on thd/®5

Claude: Okaythat’sfine that would beyour responsibility in ordefor you to get therent

credit. If we get paid on the sl you've lost therent credit forthat month, you literally
threw$1,500away. Thesecondrequirement sir, ishat if you chose to dthis deal and we
choseto accept it, wewill do an inspection on the property with you amdake sure

everything isworking and up tosnuff. After that you areresponsible for all the
maintenance of thproperty, thedrippy sinks, the washers or tkal ets or the refrigerator

that breaks. Are you ready to accept that responsibility Sir?

Client: | guess, but how about if the roof leaks or something?
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Claude: Anythingstructural is notyour responsibility. However, the day to day
maintenance anegkpairs areyour responsibility. Inotherwords, if atoilet doesn’twork,
the garbagalisposabreaks, if avindow breaks, ifyou getsome ants during theummer,
these are going to btaken care of ayour expenseYou're going to own thehome
eventually, you might as well get used to maintaining that home.

Client: Okay.

Claude: The third requirement grour part iscalled option consideration. This is the
money you put down ufront. Depending on théender this money could go th00%
towardyour down payment of th@roperty. If youdon’t choose toexercise the option
it's non-refundable. Now hownuch money would/our budgetallow you tocommit to
your future home sir?

Client: Well, my wife and | have about $3,000.00.
Claude: On this property we need closer to $5,000.00. Is that within your budget ?
Client: I'm not sure, I'd have to talk to my wife about it.

Claude: Okay, whydon’t you talk to your wife about it, you see tlon’t want to waste
your time. If you were to buythis home youwould need at least 10%own, even with
goodcredit, whichwould be$20,000. We're setting up this pperty for$5,000which
you will be fully credited for aswell as100% of yourrent. You can geinto this home
this year and possibly buy it next year.

Client: Okay.

Claude: We doneed a minimumcommitment, whydon’t you give me your name,
address and phomaimber sir and let meend yousomeadditionalinformation. Discuss
our conversation with your wife andif this is somethingyou’re both interested in
pursuing please give me a call back.

Client: Okay. (The role play is over.)

Claude: | blew you away didn't | ?

Client: Very good.

Claude: | was even too long on the phone with you.

Claude:Something | mussuggest to you is tget one of thoselittle five minute sand
timers and put it next tgour phone. If yothave notqualified theperson infive minutes
you're wasting your time and money.

Client: OK. What if | had said | had $5000.00.

Claude:Let’s go for it ! You have the$5000.00, the address is 2Bain Street. Why
don’t you andyour wife drive by the propertyoday. Please daot disturb thepeople in
the house asthey are in theprocess ofmoving. If you like the home and the
neighborhoogleasecall meback. Iwant to do acreditreport on you, then wevant to
get you inside the property.

Client: Are yougoing to run acreditreport ? Obviously younave to gettheir written
permission.
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Claude :Yes, | have to do &reditreport itcosts $35. want to get you ampplication, do
you want to put it on Visa or Master Card or do you want to mail me a check?

Client: I guess | could mail you a check.

Claude:Fine, but theclock is ticking, wewant to getgoing on this. lalways create a
sense of urgency. Tell theenant/Buyers hownany people arealling and how many
people aredriving by the home. Nobody wantssomething baduntil they know that
everybody else wants it.

Client: Right. So you send them an application.

Claude: Sure by fax if possible.

Client: That was mypoint. If you run acreditreport and then fowhateverreasonthey
want tobust your chops and sdkiey nevergave youwritten permission to do aredit
check.

Claude: You knowvhat. |haveneverknownanybody to bdined or sent tqail for doing
a credit check.

Client: You never get written permission.

Claude: lalwaysget written permission to do a credit check.

Client: When do you send that to them? When you send the application?

Claude: | fax it to them or | mail it to them.

Client: If I say | will send you a check, do you wait to you receive the check from me?
Claude: Either that or | take a credit card.

Client: But if | said Iwould do a credit card you would automatically do it. Bvhat if |
sent a check?

Claude: | would go ahead and do it.
Client: You would send it out.
Claude: What is the worst that could happen? I‘'m out $10.00.

Client: That isfine. | am justcurious if yousendthem an application at thatoint or wait
and see if they actually send you a check.

Claude: You knowvhat, | go by myinstincts. Ifl think they are justelling mewhat |
want tohear and ar@gust wasting mytime, | amgoing towait for thecheck. | am not in the
business tanakemoney doingcredit checks, there is no money in that.want people
who have asense ofirgency, who saylet’s go, | want to getinside of thehome, what do
we do next?’

Client: Theyhave got tdill out an application andgend you aheckevenbefore they get
inside the house.
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Claude:Yes. | want to seeommitmenthere. | do mybusiness a lotlifferently. | do not
go running to the propertgveryfive minuteslike a real estatagent. You do nomake
any money showing propertiegiving back andorth. | want you to runthis business
95% fromyour desk. Myfeeling is we are offering theraomething very uniquéVhere
on earth could theyind a propertywherethey get50% to 100%rent credit in agood
neighborhood? tteally want thephone ringing. Wwant to create aense of urgency. Now
let's say you and | do deal and let’s takethis to the nexievel. By theway, did you
notice when wavererole playing Icovered all théasics. Itold you how you had to pay
meontime. Itold you, you hado take care of althe maintenance and | tried to qualify
you about how much option mogieyou had before wavent futher. Do you see how |
take care of all that in the first phone call in the first couple of minutes?

Client: Right.
Claude: This is what you must cover with the Tenant/Buyer.

Client: So wesaid the fairmarket rent wa$1300.00 so if | angetting$1500.00 | am
making $200.00 positive.

Claude: That is right.

Client: I might also try and get my guy down a bit, the guy who | am buying it from.
Claude: Right. A little known fact is that rents are negotiable; always ask for a reduction.
Client: Nowlet's assuméhat | am the guy you calledn an ad and you know have a
house | amirying to sell orrent and youhave contacted me. So you agping to be
responsible for the maintenance, correct?

Claude: When you arenegotiatingwith the seller, you say‘Mr. Seller | will be
responsible for anynaintenance unde$100.00’, butwhen yousub-let it to thetenant/
buyer, they are responsible for all of the maintenance.

Client: OK. Igotit.

Claude: OK.

Client: Because of that you try to get him to say $1100.00 or $1000.00 or whatever.

Claude: Rents are negotiable.

Client: In thefirst part of theconversation do yoaver saygive me aball park’ or ‘give
me a rough idea of what your family income is’?

Claude: You could ask anything you're comfortable with in pre-qualifying him.

Client: If theyaremaking$25,000.00 gear you know ahead if they canfafd a 95 to
100K house.

Claude: Right.

Client: So | amgoing to cut him off and justake the name andddress ithey cannot
afford it.
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Claude: Why is he calling on a $1495.00 a month house anyway?
Client: So | want to get control of it, not have ownership.

Claude: A good old three bedroom/onebath house in anice stable blue collar
neighborhood | am fine with that.

Client: That is what | mean.

Claude: ljust like good solidneighborhoods, but mgreference is fomiddle to upper
class neighborhoods. | do nwant to be the gufighting windmills like Don Quixote. |
amthroughtrying to hardsell propertieghat are incrummy lookingneighborhoods. | do
not care whereghey arejust as long ashey are stablareas. Let’s sayhypothetically |
haverented thishouse toyou, | havegotten$5000.00 ugfront, | am getting$1500.00 a
month, youhavebeen paying orime, you are ayood guy and wéiave onlydone a one
year contract.

Client: Right.

Claude: 1 amgoing tocall you uparound the 10th or 11tmonth and | angoing to ask
youif youwant to buy theproperty, but you are not ready to buy the property iet's
role play again.

Hello, this is Claude Wwanted tocheckwith you since we are getting clode the end of
the contract.

Client: Right. Hi Claude how are you doing?

Claude: Fine! Fine! We argetting near thend of thiscontract did youvant to exercise
your option? Would youlike to talk to my mortgagebroker to see abougetting this
loan cooking for you now?

Client: Well 1 was just speaking to my wife about it. Weve thehouse and we are
talking to a couple opeople,mortgagepeople, but wedon’t think we have quiteenough
money to beable to buy itright now. My wife wanted me tocall you aboutpossibly
extending or something like that.

Claude: You andyour wife have been excellent teants and youhave kept your
commitment, thank you very much. Ydwave paid ontime and | havedriven by the
propaty andl know that youhavetakengoodcare of it. Howwould you like another

year for the same price and the same rent? How much option money did you put down?

Client: $5000.00.
Claude: $5000.00 and | gave you 100% rent credit. Good deal.
Client: Yes, we are very happy in the house.

Claude:$18,000.00 plus $5000.00, ydwaveaccumulate&23,000.00.I'll tell you what
I will do if you can give me durthercommitment ofoption moneywhichwill go to your

down payment. Will give you another yeaand everythinghat youhaveaccumulated in
thefirst year Iwill carry over to thesecondyear. Now we only had a ongear contract
butl would bewilling to do another year. Weiill do a newcontract, Iwill carry over the
$23,000.00, however, | wiliot be able to give you 100% rent credit.
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Client: No rent credit ?
Claude: Nada. (None.)

Claude: In ouranalysis | had 25,000.00 spread. Yaccumulate&23,000.00. Really
| do not have anything left | can give you.

Client: So the rent stays at $1500.00.

Claude: | will keep it at $1500.00 you will be protecting your $23,000.00. Bottom line,
who has the power here ?

Client: You do.
Claude: You have to protect the $23,000.00 you accumulated or just walk.
Client: If | give you additional option consideration money how much would you need.

Claude: Always go back to the spread. Wehave $25,000.00 youhave eaten up
$23,000.00, | need at least $2000.00.

Client: That is my point, if you go over that $2000.00 you are in a negative position.

Claude: | workwithin the margin, thespreadthat | have. There is a firm rule here in
sandwich leasing,nevergive away morghan you lave,it's a very commonsenserule.
We have$25,000.00, sdet’s notgive away$30,000.00because | am not prepared to
bring $5000.00 to the table.

Client: Exactly, that is my point.

Claude: If Ihave ahree year leaseption | am notgoing to sub-let itfor four years and
soon. Let mesay if thereal estate in Newlersey startappreciatingwhich it will by the
way becauseeverything in Cafiornia is moving again aneverything thahappenshere,
will happen in Newlerseyfifteen monthslater. If the reh estatestartedgoing up in New
Jersey andhis property waseally worth$210-215 Know, could Iraise the price on the
property for the second year renewal, could | raise the rent if | wanted to?

Client: Sure.
Claude: Do | necessarily have to give rent credit? This is important on the renewal.
Client: No.

Claude:That is thepoint why | give such a generougnt credit thefirst year, so | do not
have to give away a thing the second year.

Client: If they have been bad you can get them out.

Claude: If theyhavebeengood andhey do notwant to give you any moreption money
you canleave it as amonth to month rental. You are stifjoing to make $200.00 per
month.

Client: What if they discover a majagxpense irthe housemaybe a new hotvater heater
is needed?
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Claude: Then you call the owner. “Hello Mr. Owner”, that is the owner’s responsibility.
Client: What if the owner refuses to do it.

Claude: Wehaveclauses in theontract to protect us. | do natant to pay for a newoof.
However, Ihave aclause in my contradhatsays in theeventthat | have tomake arepair
that is theowner’sresponsibility Iwill be compensated on a two for otasis. Youwill
seethat when wego over thecontracts. If | find out theowner is notpaying the home
ownerassociation andhave tocure hisdefault, any money | take out of nyocket Iwill
be compensated on a two for one basis.

Claude: Iwill get credited at the closing if seemdikely that we areclose to the closing
andthe owner startsscrewing up omwon’t make therepairs, | mighttake it out of my

pocket to save the dedflowever,let’s say | am not sure abothis tenant/buyer, | do not
know if he isgoing to buy itor the roofleaks orthe heaterbreaksdown, who has got the
liability here?

Client: The owner.
Claude: The law says that the owner has to make the property habitable if he is renting it.
Client: Who are you to the buyer?

Claude: | am the landlordédler basically 1 en the middle man, but | am not thdegal
owner, | am just renting with the right to sub-let. My Company manages the property.

Client : Does anybody ever ask you for title insurance?
Claude: No, but if they want to go ahead with the expense, it's okay with me.

Claude: OK, Iwant tohammer thdirst “C” control down. | basicallytook someone
else’s property and | sldased it to you for ongear andyou’re going torenew it for a
secondyear. I'm goingto get another$2,000from you. I'm not going togive yourent

credit for thesecondyear because don’t have itwithin the spread and don’t have to
give it. Justremember who has the poweere! Mr. Tenant/Buyer you angour wife

have to protect your interest in the deal, which was $18,000 now it's $20,000.

OK, analysis: Imade$5000 upfront, Imade $200 anonth for oneyear, ($2,400) that’s
atotal of $7,400. | gotanother$2,0000ption money and anoth&é2400 agositive cash
flow for the secondyear. Imade agross of$11,800.Evengiven theadvertisingcost and
the one month option monepaid to the owner treatedmyself a castlow of $10,000
over 2 years. Ididn’t have the rent or theollection problems, have no money in the
deal so Ican’'t gethurt, my liability is minimal because I'm only a renter and not an
owner. I'm not going to make one penny at the end of this deal, but who cares!

Client: Do you getyourself onthe owner’sinsurancepolicy andrequest to benade a
loss payee.

Claude: It can’t hurt to negotiate. That's fine.

Client: Do you normally try for that.
Claude: 1 asKor everything, itdepends on thievel of notivaion of the seller. Youhave
to knowwhenyou’re pushing todar. My bottomline is to get thebestdeal, | can with
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the largest spread. I'm not going to even negotiate any rent credit on a control deal
with the motivatedseller. Iwant thebestprice and to create thepread so | cagive 50 to
100 % rent credit. That will make the phone ring off the hook.

Client: To putitin a nut shell, there will be no monthly rent credit?
Claude: | do not want any rent credit, that is correct.
Client: OK, fine.

Claude: Youdon’twantrent credit in lieu of aspreadbecause if yothave atenant/buyer
who exercises the option in the firgearyou’re reducingyour possibleprofit in the deal.
You always want to get thebest spread byegotiatingand/or increasing the price.
Advertisethis 100%rent credit to get peoplexcited about th@roperty. Youwant the
phone ringing, when the phone is ringing you're making money.

Client: At the end of thelOth month, when yotcall them upto see ifthey’re going to

buy the house or not angu’re negotiating, are youaloing this onbehalf ofyourself or
on behalf of some companyWhen you startlealingwith numbers, are yojust saying
well we can dathis, this and thisAWhen does th@wner come into theicture? You are
actuallyfunctioning as amwner or do people thinkou're themanager? Yoiave allthis

power, bytalking numbers tahem, thetenant/buyer igyoing to think ‘is this guy the
manager or the owner’?

Claude: My compangontrols the property, that is what | saglways the truth.
Client: | represent the owner.

Claude: Idon't say Irepresent thewner, that’s not true. 1 tell them my company
controls the property. That is the answer that | give them.

Client: In otherwords, what you're telling me is you determinednhat thefinal price of
the house is going to be, rent credit and all of that.

Claude:Yes,that’sright. | doone contractvith theowner and | @ two contractswith the
Tenant/Buyers. | do &eparate lease and separate option t@urchasecontract. |
reconfigure the aginal deal withthe owner and make inuch moreattractive to the broad
market by adding a generous rent credit. Did | loose you?

Client: No, no | follow.

Claude: That'svhy we need thatspread. lwant to run an add no one has egeen in
New Jersey, a 100% rent credit. That's not an ad you see everytlay Btar Ledger.
Rent to own,don’t use thewords ‘leaseoption, leasewith an option to purchase’, the
readersvon’t know whatyour talking about. Keep isimple,offer generousent credit to
make thephone ring. Youvant to givethem a value, aaluetheyhaveneverheard of; rent
credi. You want to giveaway atleast 50% tdL00%rent credit SO you can creatieis cash
flow.

Let's do ananalysis: Imademoney up front,nonrefundable tax deferred option
consideration. Imade moneyevery month, ldidn’'t have the rentcollection or the
maintenanc@roblems on the property. If | can do tlienstantlythat’s all | want, | want
to createa cashflow stream and put the ppeity on automaticpilot. | couldn’t careless
if 1 didn’t make any money at the end of ttleal, if theoption is exercised. Instead of a
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$25,000 spreakbt’s say Ireally hit a home run here and | ha&%0,000 spread! Do you
think | couldtake back a note for themaining$25,000 at the end of thdeal or gesome
cash?

Client: Sure.

Claude: Savhen we do geh belowwholesale typa&leal, and we do gehoseoccasionally,
we can makesome money at the end of tlteal. The bottonline is, we don’t make
money trying to sell this property, weant to make it so attractive we gsbmeone in
there veryquickly. Our goal is taturn over this propeytin 30 days or lessThat is our
immediategoal and we reallyhave tohustle thisthing, we will talk about that in the
marketing end of the business.

Client: In addition to option consideration, you also asked for a security deposit.

Claude: No. Idon’t care at all about sedty deposits, theeason llike option money is
because it imon-refundabléheydon’t get onecentback. If | get a security depoghat is

monies they couldjet back. The bottoniine is they are stilresponsible fodamages to
the property no matter what.

Client: You're also in the position if yowant toget themout, youdon’t have to give
anything back.

Claude: Exactly.....if you're in asituationlike that, you want tkeep all the money. You
don’t want to giveanything back and yodon’t have to,it's option considerationVhen |
first started in reakstate, lived andbreathed foithose securitydeposits tgpay off Peter
because | borrowed frofaul. The trouble wasvery now andhen | wouldhave agood
tenant and | wouldhave to give the monelack, | would have tohustle to get someone
elsein the propetty to cover thecheck | wrotefor the deposit refund. | wadiving and
breathing from those deposits.

Now let’s look atanother “ C” Control scenarid.et’s say youcalled me up and you
havesome sales objections. Ytave objections to thprice. Youhave objections to the
one yeaterm, and arobjection to theent. Claude thi§1,495 is way todnigh for me, the
rent in this neighborhood is onl$1,300 and have allsorts of persongbroblems,that
$205,000price is too high, kcould buy a property fo$195,000 inthis neighborhood. So
you have all these objections, can I still do business with you?

Client: Possibly onanotherhouse. If the ptential assignee isetbding me that much |
don’t want him.

Claude: Well, let’s turn it around. Let’s role play again, youjust gave me allthese
objections. Soyou're telling me youwant alower price,lower rent and a longeterm, is
that what you’re saying?

Client: That's what | need Claude.

Claude: Let me propose this to you, are you really serious about this house?
Client: Yes, we have to move and my wife really wants a house.

Claude: OK,I'll tell youwhat. Instead of $1,495, howvould you like this home for

$1,300 a month?
Client: That would be better.
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Claude: Instead of one year, how would you like 3 years?

Client: That would be even better.

Claude: Instead of &205,000purchaseprice, howwould like to have this house for
$180,0007?

Client: That would be terrific!
Claude: If I can give you this deal are you ready to make a commitment to me today ?
Client: Yeah, yeah sure.

Claude: lhave acontractfrom theowner for exactlythoseterms: 3years,$1,300 amonth
for apurchaseprice 0f$180,000. Thisontract is assignable, | can sell ythis contract, |
canevenfinance it foryou. You canmoveinto this property today anthke advantage of
all theterms | negotiated othis 3 yearcontract. | nee®6,500 forthis property forwhich

| will sell you the contract and you can move into it today. Do you have $6,500 ?

Client: I don't.
Claude: How much did you say you have, $3,0007?
Client: | have $3,500.

Claude: $3,5001'll tell you what! will do. I'll finance the remaining3,000 onthis
property. How much can you pay per month?

Client: | could pay on a note like that about $50 per month.

Claude: Can'tdo it, Ineed at least $200month. If you could pay $200 per month on
thefirst of everymonth Iwill not charge you any imtrest. lwant this thing paid off in 15
months.

Client: OK, let me talk to mywife and see if | can dohiat. You got the rent up there by
creating anote, inother words you tookway allyour liability andcreated the note. Now
you’re out of it.

Claude: Did Igive youeverything youwvant? Did | makesome moneypfront andrecoup
everything | put in theoroperty? And did | crea anote for myselfdet’s say you did the
deal, sam¢hing youhave to pay me on the 1st faero interest, do yoknow how many
of these little notes | create all thiene? |havetotally severed myiability, I'm completely
out of the deal and have noresponsibility to theowner. | recouped any mondjat |
have putdown. | mighthavemade gorofit and | created a note fomyself. | speak at all
the major note conventions and all thegeys are looking for the sanmote on the same
property. Sovhat you want to do is createoteswith your specializedknowledge. Get
these leas@urchaseproperties, and instdaof sublettingthem,let’s say we got aublet
here on a property, we got thegperty for Syears for$1,500 amonth, butthe ownerwill
notgive us aspread, but haiill give us a little bit of rent cedit. Let’s take thecontract and
sell it to the Tenant/BuyeMVe are creating our own commodityere, aleasepurchase
note.Worsecase scenario, if the gustopspaying us on the 5th month weve noloss
here. Do you seahat we aredoing? | amsubletting, creatingoption money, positive
cashflow and renewafees. | can assign tharoperty andsell the contract and create a
note.
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Client: But the key on theassignment ighat theremust be no conditions on the
assignment.

Claude: Youhave theright to sublet,transfer orconvey anyright you negotiate in the
contract to a third party. That's the way we have the contract written.

This is the first “ C ” that wehavecovered. This is when weave reatontrol; wehave the
motivated seller, hsigns thecontractthat allows us to do theubletting orassigning on
the property carte blanche, goestions asked. Weant to makesure wehave cashflow
coming in, and get a decepérson intherewith goodoption money, but in the alternative
sell the contract (assign) and finance fit.

THE SECOND “C”

Now let's move on to theSecond “C” Stategy, this is called a Cooperative
Assignment This basicallycomes from the real @rld approach to reatstate. Youwill
find that 70 to 80% of th@eople out thergvith properties for sale or rent are not highly
motivated. You're going tocall them up andhey’re going totell you ‘to take a walk
buddy! Idon’t want youputtingstrangers in myouse, ldon’t wantpeopletrashing my
house. Idon’t want todrop theprice sincethis house is wrth $200,000 and that'what |
want forit’. We get objectiondike that all the timeWhat do we do? Get &ssue, cry,
makeanother 10@honecalls andwait for the next motivatedseller ? No ! We speak to
seller as follows:

“Sir, | agreewith you completely. | camnderstangou’re avery businessavvy person.
What if | showed youhat withthis rent to owrtechnique you could getour full asking
price onthis property? You could get someone wiwould pay you on the 1st of the
month, take care of all the maintenantegre would be no real estat®mmission, no
management comparnis propertywould beself managedwith no closingcosts. Ihave
atleast 10 people | casend by your property t@y andwe could do thissubject to your
approval. Youwill approve theperson andhey will pay you directly. Could we work
together under a contract under these terms ?”

I've given you everything you wanted , didn't | ?
Client: What do you call this technique again ?

Claude: This iscalled aCooperativeAssignment. I'm going tavork with you under a
contract between us. tan workwith the owner for 30, 60 or 9@lays ormore. | would
write thecontract exactly for the terms the owner wantth arent credit. | mayevenraise
the pricewithin the 5 %rule to give him what hewants. | wouldassign thecontract
subject to thewner’'sapproval and keep tressignmentee. I’'m going tocall you up, tell
you that the client wats to leasgurchase/our property for ongear, for$200,000. I'm
going to raise therice to $205,000 because theyvant to put$5,000down and I'm
going to assign theontract to them. I'nmgoing tokeep the$5,000 and yougoing to get
someone in the property. I'm going to set it all up gmavide the correctontracts.
How’s that sound ?

Client: Sounds too good to be true. What kind of negotiation problems occur ?

Claude: Let’s say youhave a prblem with me keeping theentire assignmenfee. The
solution would be to split the $5000.00 with you and possibly split the positive cash flow.
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Client: That sounds alot better, but go over that positive cash flow split please.

Claude: I'll tell youwhat, yousaid your PITI was $1,300 anonth Mr. SellerWhat if |
could get you $1,495 a month? Can we split that, too?

I’'m a participant, gprinciple in thedeal and I'msetting it up for the ownerDoes the
owner know how to set up a rent to own? Heesn’'tknow how to do it and if this is a
nice poperty in aniceneighborhood we can do some kinflgplit. This is why wecall
this a Cooperative Assignment. You are working with a reluctant or unmotivated seller.

Client: This is a veryreasonable strategy.like it. Can yougive me anexample of a
cooperative deal that you did ?

Claude:Sure. | had @eller who has Aouse in San Diegdde had itlisted with a local
real estate agent anthanks totheir unique sellingskills they couldn’t give away the
house. Hethen had it rentedvith a managementompany and they hadne family in
there who ended uprashing theplace for about$5,000damage. He had tevict them
with the legal fees andeverything. He waseferred to me; | started makinghonecalls
and| found anagentwith a client whojust had a bankruptcy. The guwyanted a 2year
rent to own. He ha&7,500 to putdown, so | set ughe whole dealwith the owner. |
assigned theontract to thélenant/Buyer andave the reabstate ager$3,500, and | keep
$4,000 out of thedeal. lalso got theowner $300 more a month rent thamat he was
figuring onfor his PITI. All | did was negotiate a dealith the owner andassign a
contract to the Tenant/Buyer. I'm out of the deal.

Everyone won in thatleal, andthat is how youwant to putsome of these deals together
when you have someone who wants the full price on the property.

Client: This is an owner occupant.
Claude: Yes, owner occupant.
Claude: Now let’s discuss another cooperative straidyy;Pure Option.

We found amobile home that was wortt45,000 and thewnersaid hewould discount it
to $20,000 oracashdeal. It had a true marketlue of$45,000. We got ourselves a 60
day optionagreement on theobile hone. | then started working thghones andalling
up everymobile home dealdn the yellowpages. What we did wesell the contract for
$3,500 because it was great deal. This igalled aPure Option or &traight Option.
When youfind areally great deal and yodion’t want to buy it,lock it up in ashortterm
optionagreement ansee if you canmarket thething. Youdon't have to putdown alot of
money and the sellevill see you adrying to help himmarket his poperty at no cost to
him. This is anotherexample of how we cartooperate as a principlaithin the
transactionWhen youfind someone who ants tocashout, this is the strategyhat you
want to use.

THE THIRD “C”

Claude: Iwant to move on to théhird strategy,this is ahighly proprietary concept
that | developed as e@esult of some consistent problertsat | was having. As irmost
problems you camake a greatleal of money when yofind a solution. Ihavedeveloped
anew and consistent cadtow streamthat helps peoplewith real estateproblems and
nowhere to turn.

Therewere alot ofproperties outhere ljust couldn’t dodeals on. Therevere badhomes
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in badneighborhoods. Manyere too far away or theumberswere upsidedown on the
property. Thertherewerehomeshatjust had nothing to offer anyone. | alkavealot of

peoplecalling me everyday whavant to structureent to ownsand theydon’t have the
contracts or thegon’t know how toputthe deal bgether Others werecalling me up and
trying to pick my brain for no compensatiovhatsoever. | finallythanks to CJxreated a
strategy called Problem Solving Consulting or just consulting andhat’s what the

third “C” stands for. This one sttegy alongepresents aubstantial six figurencome

for me.| consult with people in San DiegdCalifornia, in Winter Pek, Colorado, all over
the United States and all over the world owdividual real estatéransactions. tharge a
minimum consllting fee upfront oreverytransaction. Thaverage_easePurchasedeal

takes 2-4hoursminimum depending on the properiythers are moreomplicated and
can take 5 to 10 hours or more to complete.

Client: You really think I could consult?

Claude: Why not 20nce you are comfortable with the techniques, marketing and
contracts, there are plentyf people who need the Leadeurchasealternative as a
practical solution; propertyowners,landlords,tenant/buyers and investorshe list is
endless. It's just a question of good grass roots marketing.

Client: Is Problem solving consulting the same as Mentoring like we are doing now?

Claude: NO, buthat is an excellenjuestion. Consuhg is working with an individual
who needshelp marketing a specific honma getting intoone. Mentoring is something
very special that | havechosen to do just as my Mentor digith me. Listen carefully
because will only say this once; there are so marphony baloneyGurus andfalse
prophets outherejust selling books, tapesnd seminars. Theghat the get rictMantra
andwrite glorious ads about the salledpeoplethat theycare for, but weboth know that
is not the truth. It iswith rare exceptiorthat | know of anypublic person who returns
calls or answers letters from their customers.

Client: Most of them will neveranswer theirbusinessphone orevenreturn their own
phone calls. You're right. They only care about lining their own pockets.

Claude:Mentoring is abougiving not taking. Ichallenge you to becomsuccessful in
your ownright andenableothers to prosper.will leave youwith this lastthought on the
subject ofMentoring because wéave many otherthings to discuss. Every sgcial
person(s) lhave had therivilege towork with who hasmade it ontheir own afterthis
special Leas@urchasdraining hasalways called andhanked me. Doyou understand
how good thismakes me feel as person tohelp others.There is no amount of money
that cancompensate for the feeling of beiagle tohelpanother human being. Nodon't
getmewrong on thispoint, | am noAlbert Schwitzer oMother Theresa, but | did like the
goodlife and the seaity it gives myfamily. The onething | have discovered and My
Mentoralwaysstressedhis; mybusinessvill grow and grow if | an able tohelpothers
and lead a life by example not braggadocio.

Client: Your prindples are so precise yet so simple. Wdligin't anyone ever speak to me
this way before ?

Claude: Ican’t sayanything aboubefore, busomeone is speaking to you righdw. Are
you listening ?

Client: You bet !! Thank you!
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Claude: Iwill have morethanenough thankghen youshow methat you aredoing deals.
Are you clear on the distinction between Mentoring and Consulting?

Client: Yes, | am.
Claude: Now let's move on. Any other questions concerning the Consulting Strategy ?
Client: Claude, how did you get your merchant account, for Visa™ and Mastercard™ ?

Claude: ljust applied to myregular bank and we had raerchant accounvithin the
week. Having agrowing businessgexcellent credit and a long termelationshipdidn’t
seem to hurt either.

Client: You just told them you were a consulting company?

Claude: No, wetold them weare a property investmegbmpanythat doesconsulting.
Your credit has to be perfect and you midtdve tosign personallyunless youhave a
corporationwith credit. Thebank usually comes tgour home or office andnspects it.
You want to dothis with the bankyou’re doing businesswith, you tell them youwant a
merchant account. ¥a™ andViastercard™ are theasiest ta@et, butonce youget them
you can get Discover™, AmericaBxpress™ and Diners Club™. | caven use it with
my tenants in the payment of rent.

Client: When and who do we consult with ?

Claude: You argyoing to getalot of people whadon’t haveenough option money to get
into a property, oyou’re going to get sellers who say | could do this myself. | josed
the contracts. | jushave a fewquestions.You're notgoing to beable to doa deal with
them because they’re not going to let you into the deal.

Everybody today is a real estagxpert, butthey all have problems.Most starting or
experienced investors have no one to turn to when they do encounter difficulties.

As alLeasePurchase consultant ydiave a waderful problem solving technique and the
correct paperwork. You could help them on their consulting program.

Client: Tell me more about this please.

Claude: Better yet /Il give you anexample. | had a ladgall me, shetold me that she
andherhusband hatleen investing for 30 years, thépught foreclosures afvery kind
and had sompropertiegheywerereally sick of. Theywere veryinterested in the rent to
own. She and henusbandwvanted toinvite me tolunch. “By the way” she inquired,
“could you bring your contracts?” | usally tell them | @nsult professionally and |
would be glad to help. tell themthat | canshowthem how & maximize their profits,
eliminate thetenant andoilet managemenheadaches angrovide them with the finest
contracts to proteahem, sothat theydon’t have tospend money on aattorney or get
into some kind of protractelitigation later on.I cangive youexcellentvalue, soinstead
of me participating inthe deal Iwill corsuk with you on it. “So are yourepared to
bring acheckwith you to lunch?” | asked. She saithat sheneeded totalk to her
husbandabout it. You knowwhat ? Theycalled meback thatnight and put iton a credit
card. Thisis a founding philosophy of mybusiness &sed on thebility to offer people
solutions in real date. This is how dusband and wifestarting outwith a home office
over a garage eventually make a seven figure income.

Client: You mean | can make a six or even a seven figure income ?
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Claude : Idon’'t know. That'sreally up toyou. The fact of thenatter is that if | can do it
why can’t you ? | am your Mentor. | can only shanéh you what hasvorked for me.
It's really your choice whether you usthis information or put it on théookshelfwith
the other Guru’s books andtapes. | am not the guarantor gbur success, you are.
Success begins when you take total responsibility for yourself and your actions.

Client: You're right as usual Claude, could you sum things up for me one more time.

Claude:Sure and Ican do this with just these simplevords. The question is are you
ready forthembecausevhat | am about t@harewith you is the secret of creating all the
money you will ever need. Are you ready for them?

Client: Yes, | am ready.

Claude: Youre Time, Your Knowledge and Your Energy are valuable
commodities, you don’t have to give them away!!

Client: That's powerful stuff, but what does it all really mean ?

Claude:When youneedlegal advise you go to a lawyer; yoveedmedical attetion you
goto adodor; you have an accounting pblem you seek aompeteniCPA. Why should
we be any different in theeal estatebusiness? Whave allthese people athver the world
with real estateproblems. Wehavepeople who need to g&tito properties whdavebeen
turned down bybanks, mortgage brokemstc. Wehavepeople whaare stuck with tenants
and toilets whacan’t sell theirproperties and are losirgleep worrying all theime. They
needsomeone to turn to. If you are smartough to ask for the money you can not only
dodeals, but consult on them. Theautiful thing abut consulting isvhen they say ‘no’
| don’t wasteanymore of mytime, thephonecall is over. A lot of peoplewill say ‘yes’
because yohave aranswer to their problem. Sghat I'm sharingwith you is dynamite.
Its a win-win solution for all the principle parties and you profit in each situation.

1. You either want to control the property and sublet or assign it or
2. You want tocooperatevith the owner becauset’'s a property you caimove and you
have people in there or

3. You want to consult with the owner, landlord, investor or the tenant/buyer.

This is very profoundwvhat I'm sharingwith you because most people do not do anything
like this. Be honeswith me you, do youalk to one or twopeople a day andive away
free information?

Client: All the time. It's just the way | am.

Claude: Yousuffer from “Nice Guyitis”. You areliterally giving away your financial
security. Youhavepaid your dues, yothavemore hands orexperience becausgu’'ve
been out there in the readorld. This is a wonderfuhiche and a greatvay to solve
problems in real eate. | thinkit’s the best problensolving tool out there. Hon’t know
of any other techniquéhat is greatfor all the principal partiesconcerned.There are
people out therethat don’ t have theright contractsdon’t know the differencébetween
option consideration and rentredit. They don’t know what a memonadum is, a
sandwich lease, arassignment or a pure option. hs knowledge and if youmarket it
correctly you can make a lot of money.

You don’t have tocontrolevery poperty and yowon't have to benvolved in every deal,
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however you can make money by consulting on transactions everywhere.

Client: Claude you're blowing my mind with this stuff !!!

Claude: Let re expandyour mind a little bitfurther before itexplodes. Theadvent of the
Internet has changed the way we find andrketpropertiesforever. It’s a revolution of
gigantic proportion. Whatvould happen if youcontacted or rathee-mailed onhomes
that are for sale or rentothe web ? All you wouldhave to do is askhem whether they
would consider a rent to owsolution andvould theylike a free brochte. Do you know
how many clients | get off the web?

Client: I'm curious about it. | was on the web the other day looking at a property.

Claude: There are people all over theuntrywith real estateproblems whodon’t know
how to do aleasepurchaseThere is morébusinesdhere then | can handle. If you are
willing to specialize irthis micro-niche, you camake a wonderfuincome. This is very
important, do nogive these custom tapes or nmganual to anyone. This iswhat my
business isbout. Mybusiness is abouControlling, Cooperating and Consulting.
These are the 3C’s. The way Ihavejust spoken to you is how | run mipusiness and
how | make money.

Client: | hate to ask this, but do you have any more strategies ?

THE FOURTH “C”

Claude: Ihave onemore strategy of C”. It stands forcash If you run this business
correctly you pay offyour bills, pay off your credit cards andviola you haveinvestment
capital.I've beenusing my discretionaryincome andhavebeenbuying properties. This
is my long term wealthbuilding program. It includes condos, townhomes and single
family homes in uppemiddle classneighborhoodsThese homes areewer properties
which we buy at 20% or morender maket. We then leaspurchase thesproperties
out in one year increnms. Here is a example; Ibought a house years ago from a
developer. It was a 3 bedroom,122 bath Californiastuccohouse. Thedeveloper was
selling themfrom $190,000 to $200,000. | got the house &%¥60,000, abou$30,00
undermarket and ot the worse loan you caget, a 40year variable rate with a negative
amortization. wanted to gethe lowest paymentecause knewsomeoneavould exercise
this option someday. In 7 yearfidve had 5STenant/Buyers antavenever receivedess
than $50000ption consideration. hever madelessthan $200 - $400 a month on this
home andet’s notforget the tax benefits. have aTenant/Buyer who is in escrow right
now. When hequalifies for his VAloan, guesswhat I'm going to dowith the cash
when we close ?

Client: Do it all over again ?

Claude:Bingo ! We have aentire portfolio of propertiesthat we own, that weought
undermarket, that wéeasepurchase out ongear at &ime. We make money up front and
every monththis is the growthplan, this is longterm wealthbuilding, this is where you
want to take your business because you get the tax shelter, too.

Client: What if youhave a poblem. For instancé you leaseoption from a seller and 6
months from now youlecidethis isa lousydeal. Youwant out of thedeal and yolhave
$2,000 invested in this. Do you just walk away from this deal?

Claude:What I’'m talking about isbuying your own poperty tolease purchase. This type
of investmentannot bereturnedwithout dire consequences tgour cralit. On the other
hand, ifyou’re stuckwith a property that yolw.easePurchased from thewner you do
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havealternatives. For instancéet’s say youmade a mistake. We all deyen the experts.
Themarket changes, the bottom falls out of the marketysoure stuckwith the progrty
andyou can’t getanyone inthere for 2 to 3nonths. You can go to th@wvner and say Mr.
Owner, I'd like to either renegotiatéhe deal or I'd like todiscuss thereturn of the
property. Iknow wehave acontract for 2 more years, buthat | would like to do isgive
you nextmonthsrent,I'll clean it up for youhave thecarpetscleaned/)’ll give youback
the keys and you will sign a release.

What's hegoing to do? Thenly othercourse ofaction is toreceivenothing andretain a
lawyer andbegin a lawsuit. Itdoesn’t make anysensewhen you canhave aclean
property back and a months rent in advance to boot.

Client: Thatbrings up aguestion Clade. Do yousign thecontractspersonally or use a
corporation.

Claude: | always prefer to use an S Corporation to protect myself from personal liability.
Client: What exactly do you say to the Owner when you need to get out of a deal ?

Claude: Mr.Owner, Iwill pay amonth inadvance, but | want you tign arelease stating
you arereleasing me from theontract and any liability. Fahis | will clean the place up.
We don’t go into business tdack out ofour deals,circumstances happemhere we

might have to. We ddusiness theight way and wemake areasonable offer to the
seller.

CONTRACTS

Claude: OK|Jet's move on to thecontracts. The firstontract Iwant you topull out is the
Residential Lease with Option to Purchase, the subtitle reads‘sublet or assign
motivatedseller’. This contract isvhat we use in thdirst “ C” with the motivatedseller.

Remember thdirst stratgjies; the sandwicktease andassignments. Inorder toave this

type of control we need taegotiate all the imptant terms. Thanost impatant section,
of course, is the right of assignment which we will review shortly.

Client: Got it.

Claude: Notice that this is a very short contract.

Client: Yes, it's only 3 pages.

Claude: It's really only 2 1/2 pages and for a good reason.

Client: You don’t want to scare the owner.

Claude: You got it. There is no point idesigning acontractthat will never besigned
because Unclelarry theRealtor™ andCousinSeymore thdawyer areinterpreting and
redesigning it and adding clauses. Bottdme, we don’t want to intimidate the
Seller/Landlordwith acomplexwritten instrument the size of th¥ellow Pages. Weavant
the contractSIMPLE andSIGNED. Toomany deals ar&illed because of théattle of
the contracts.

Client: This all makes sense.
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Claude:Now, let’s take ahypotheticakituation and apply theumbers tahe appropriate
paragraphs. We are goingaontrol theseller’s property for 3/ears at $180,000.00, for
$1,300.00 anonth. On the top of the page ymll identify the principle parties. The
Seller/Landlord $ the owner and you oryour corporation are the Tenant/Buyer. We
would next identify the location of the home. Place #ugress and thparcelnumber in
the sectionthat says‘for the dwelling located at” . You maglso just
attach a legatflescription and insert sdegal descriptionattached. The nexiaragraph is
the Fixed Term AgreementThis will indicate thelength of thecontract, when ibegins
and ends. You must next insert the rent you have negotiated in the rent paragraph.

Client: What if they move in the middle of the month ?
Claude: Wehave gororata clausenderneathJust put in theadjusted monthly rent.
Client: Why should we initial on the bottom of every page?

Claude: Then no one can ever state that a different page was inserted within the contract.
Claude: Please go to theecondpage to theOption to purchase sectioithe seller/
landlord grants to you théuyer/tenant the right tpurchase theaboveproperty atany

time Thatmeans ifyou’re thetenant/buyer yotave theright to buy this home thérst

day or the last dagf this contract. Naime regriction on the purchasd&kemember, you

have the right, not the obligation.

Client: | don’t have to do the deal if | don’t want to.

Claude: The rentredit sedbn states the Seller/Landlord agretbat upon theexercising
of the option, the Buyer/Tenant with be credited in escrow with X amount of rent credit.

The purchaseprice paragraph refers to thivcked in price at thetime the option is
exercised less any designated option consideration and rent credit.

The option consideration paragraggtates the Buyer/Tenamtill deposit with Seller/
Landlord, as option consideration for the above residence.

The next paragraph is the moghportantparagraph in thevhole contract, younave the
right of assignment. The buyer/tenant shatave the unqualifiedight to sublet and/or
assign, sell transfer ancconvey anyrights which the buyer/tenant, heirgdministrators
and successors malyave intheir contract to ahird party without written notice. Any
assignmenwill release the original Buyer/Tenafiom any liability and substitute the
assgneein his place.This is very powerfubecause, not only are you allowedduoblet i,
you also carassign theentire contract tsomeone and be out of the liability loop. This
is where the rights are delegated to you. This is the whole ball game.

Client: It looks like | hit a home run with that clause.

Claude: You're rightjt’s thatimportant !! Nowlet’s talk about protecting ourselves in the
deal. We talked abowthecking thecredit of theTenant/Buyers, do you thinit's a good
idea to check the credit of the seller?

Client: I never heard of checking the credit of the seller.

Claude:What if we have asellerwith bad credit, do we want teend him acheckevery
month?
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Client: Heck no.

Claude: Wewant to set up ¢hird party payment plan or in tHeast, we wanto make the
payments ourselves directly to the bank, board of taxation, homeowner association, etc.

Client: What else can | do to protect myself in this deal ?

Claude: Youalsowant torecord aMemorandum on the property. There is a sample
provided for you with the contracts.

Client: Why not just record the actual contract ?

Claude: A memoranduris recorded instead because it places a cloud otitteeThis is
better thanrecording thecontractbecause all the pertinent terms are @awtilable for
everyone to see, but it gives notice to the world that you have an interest in the property.
Client: But how does it protect me ?

Claude : Foiinstance, if yolthave a Landlad/Seller who wants ttakeyour option money
and then sell the honte someone skewithout telling you, once &tle check isdone your
memorandumwill show up. No one is going tgive a cleartitte and insurance to a
property with this kind of cloud on it.

Secondlywhat if theseller wants to refinance the home for more than he agreed to sell it
to you for ?

Client: He might not have the difference at the closing ?

Claude:Correct. Idon’t want theowner to over encumber thequerty formore than the

ageedupon salegprice. No lender in his right mind igoing tolend money on a home
with anambiguous memorandum of option on itplitsthem in ajunior position behind

the option at best.

Finally, the nemorandum serves as protection in éwent theowner is deceased and the
propaty goesinto probate. Itgives notice tothe heirs that youhave an interest in the
home. Once again this simple document offers you protection.

Client: How can | protecinyself in theevent theownerisn’t making his payments to the
bank ?

Claude: Greaguestion. lhave twoclauses on théhird page ofyour contract. They are
the DEFAULT CLAUSES. In theevent theowner fails to make higrimary payments to
the bank, taxeshsuranceetc. orrefuses or fails tanakestructural orhabitability repairs
to his home; you can makbese payments artthve therepairs done. Further you can a
recoup any funds that you have expended on a two for one basis.

| developedhese clauses just case wehave aseller who is taking hisime or refuses to

fix a heatingsystem in thelead ofwinter and wehave agoodTenant/Buyer in there. This
is the contract we uswvith the motivatedseller. This isthe one you reallywant to use as
much agossiblebecause igives you thaultimate controljt’s very short and to theoint,

it doesn’t put many restrictions on you, but it gives you alot of control.

Client: These are all great ways to protect me in the deal. Is there anything else ?
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Claude: One last thing you can do ave the Owner sign a letter to release all
information peraining tothe property. Icall this aNotice of Default Letter. There is a
sample contained igour manual. It basically makesure you arenotified by thebank,

home ownersssociation, takoard,insurancecompany, etc. ifa payment islate orthere

is someaction being enacted on the homelet's you know what's goingon with the

home before it becomes too late.

Client: Thanks Claude. How did you think of all this stuff ?
Claude: | made all the mistakes so you don’'t have to repeat them.

Thenext contract/strategy we agwing todiscuss is aractualAssignment This works
great when wénave asituationwhere wehave alenant/Buyer who was a wholesaleleal
instead of aetail sandwich deal. I’'ngoing totake the originatontract. I’'mjust going to
sell that contract for a negotiated price.

Client: How do you determine that assignment fee or price ?

Claude: | basicallywant torecover anyoption money Igave theowner. | alsowant to
factor inwhatamount of optiorconsideration would havereceived for thdirst year and
theamount of posive cashflow. This will give me aballpark figure. Remember we are
not sandwich leasing fdt or 3 years, but wareselling thedeal for wholesalend getting
completely out of the deal quickly.

Client: What if they don’t have this kind of money upfront ?

Claude: Then wdave goracticalsolution. We carfinance theassignment fee and create a
note. Infact, you will also see #romissory Noteprovidedin the manual.This is based
onaconditionthat we recover angption money wehaveplaced in the deal. The rule
stands that you can’t get hurt if you have no money in the deal.

Client: Let me gethis straight. Nowyou're telling me we caralso create notes by just
selling and financing the contract on a property that we don’t own. Is that correct ?

Claude: That's right.

Client: As mykidswould say “this is totally awesome !!! " What are themechanics to
doing an assignment ?

Claude: I am going togive the originalcontract to the assignee and we gmng to fill
outandsign anAssignmentAgreement. This is the single sheet provided for ythat

says AssignmentAgreement on the top of thpage. I'm going tosend acopy of that
AssignmentAgreement to the owner give himnotice that Ihavesold thecontract on his
home to a thirgparty. Next wewill fill out the PromissoryAgreement andign anddate it

and write out what the payments agwing to be.That really is all that isnvolved in an
assignment. All you're doing is selling the contract, giving the owner notice and it's done.

Client: Claude, on the promissory note, do you have some kind of security?

Claude: If there issecurityavailable like a carhome, etcsure. It can’t hd, but in most

cases walon't get any pinkslips. Wehave no money in thdeal atthis point so wecan’t

get hurt. By theway, | alwayshave the payents on the notéied in with some added
incentive.

Client: What do you mean ?
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Claude: I arrangéor the paymentmade on th@ssignmenagreement to be interest free if
the payments areeceived on or Here the first ofevery month. If they ardate then they
incur a 12% interest othat month’s paymentAlways createan incentive to gepaid on
time.

Client: Just like the rent credit deal right ?
Claude: You got it.

Now in the next strategy we agoing to sublet obetterknown as Sandwich Lease the
property. Pull out theontractthat saysResidential Lease andthe contractthat says
Option to Purchase Agreement,subtitled‘you are theseller in a subletsandwich
lease’. I'mgoing to besubletting the property to Mr. &rs. Tenant/Buyer. Will be
chargingthem ahigher rent than | am payinthe ownertherebycreating apositive cash
flow. I'm going to get$5000 in nonrefundable option money. Thisill be a oneyear
contract.

Client: Why a one year contract ?

Claude: The majority oTenant/Buyers in ane year Leasurchaseaenew for asecond
year. That means that we get additional option money for the second year.

Client: How Much ?

Claude: I am looking foat least 50% ofthe option consideratiothat | received thdirst
year.

Client: Howabout the agreements here. Why two ? Whyjuast use ondike the one you
used with the owner ?

Claude: I'musing 2separate agreements here fagand reason. If | evehave to go to
court toevict theTenant/Buyer levict them on thebasis of thdease and regaining the
possession of the home. When you gedort youdon't want to give theTenant/Buyer
a defensivesword intheir hand. They could say something to teéfect, they have
equitablerights in the propertyand this should bea foreclosureaction rather than an
eviction /unlawful detainer action.

Client: And from what | read of case law, your residential lease has to be very strong.

Claude: Yes, but yowant tokeep it distinct and separate because the botiaenis we
want to gefpossession of thproperty, wewant toget themout. They ould argue they
have anoption, but you could sayyour honor, fine, let themhave their option’. I'm
strictly talking aboutpossession of the properhere. Bottomline is, if they can’t pay
their leasethey’re notgoing toexercise the optioanyway. The lease watesigned to
revoke the option anyway. You want to separate the contracts because it protects you.
Client: OK, ontheotherhandwhat you’re doing is protecting yourselivhenyou’re the
buyer by lumping the lease and the option together.

Claude: Let’s look at the Option to Purchase AgreementThe first paragraph deals

with the payment of rent. It saysentmust be paigexactly on the day that it is due and is
written in a separaterental agreement or no rent crediill be applied against the
purchaseprice. Additionally, there isno graceperiod.” On theresidential leas¢here is

also a clause that deals with the specific rent payment. See how they support each other?
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Client : Yup.

Claude: Wewant to put thegpressurevhere itbelongs. Wevant to tie in therent credit to
the prompt payment of the rentTake a lookat the full purchaseprice at thetime the
option is exercisedThe purchaseprice is alwayswritten in at thetime the option is
exercisedless anydesignated option consideration areht credit. There is a section
dealingwith rentcredit asfollows: the seller/landloréhigreesupon exercising theoption,
the buyer/tenant shall beredited in escrowvith a percentage of the monthlgnt applied
to the purchase price.

Client: How about the part dealing with the option consideration from the Tenant/Buyer?

Claude: The contracttates in theoption agreementhat abuyer/tenanwill pay to the
Seller/Landlorchonrefundable option consideratioBotheycan’t get any monepack if
they don't exercise the option.

Client: What's tokeep the Tenants fromoing the same things us and subletting to
another person ?

Claude: Wehave aSubletting/Asgining clauseghatsays, wedon’'t want to givethem the
same right we have, so they are not allowed to assign or sublet this property.

Client: On one part in the contrait says that they payall the closing costs if they
exercise the option. What if they want to negotiate this ?

Claude: Thenust adjust it. You camake it50-50, you canmake itwhatever idraditional
in the area.With mostTenant/Buyers this is not ailssue at thebeginning of aLease
Purchase Sandwich.

Now we have todiscuss the financing disclaimer on the last page of tkption
Agreement It states thefollowing: ‘The parties to thisagreement acknowledgiat
speculation ofavailability of financing orassumption ofexisting loans towards the
purchase of th@bove property ismpossble to predict. Therefore thearties agredhat
these itemshall not be a condition of performancetbfs agreement and thgarties agree
that they have not relied on any representation or warranties by either party’.

This meanghat wehave notmade them @aromisethat theycan qualify for a newoan, or
assume thexisting loan. There was a court case | wawolved in: | had a property |
subleased tdhe people for oneyear and they renewed the contract fosecondyear.
They were greatTenant/Buyers anthey paid ontime and took verygood care of the
property. Thenusband was a man withangedobs alot, but the wife was aexecutive.
They went for aloan and the bankvould notgive them a loarbecause of thusband’s
inconsistent jokhistory. They had a familyfriend who was agparalegal and you know
what advicethey got “whydon’t you sueClaudeDiamond”. Sothey filed a lawsuit
against me. They wanted their entire 2 years of rent and the option money back.
My contract provides meith attorneyfees, so Iretained thebest attorney tould get.
We went tocourt. The judge looked at thHeinancial Disclaimer andhrew the entire
case out. The judge was so maidthe attorney because heonsidered thisa frivolous
lawsuit! Their argument washat | led them to beéve they could geta loan and |
specifically statedhat | made ngoromises orguarantees abouhem getting a loan or
assuming doan. My attorney was awarde#i6000.00 inlegal fees. This is why the
contract is samportant. These peoplgere veryunreasonableTheir attorney thought he
could get us intaourt, that hewould get a very liberajudge, hewould win in court and
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before we would go to appeals, he would get us to settle.

Client: Were they suing for anything else?

Claude: Theraveresome minolissuesrought up in théeginning, but throwrout right
away. Thebottomline is | had theight judge on the right dawith the correct contracts.
You can have thebest case in the worldith the strongestcontracts, and you can still
loose. That's whyit's so important to dathis as a corporation. If yohave done you
corporation right they would have a hard time piercing it.

Client: What about piercing the corporate veil?

Claude: Piering the corporatereil can bedone if youdon't keepyour books proprly
orif it's something you putogether very quicklyn order toavoid liability. You want a
nice strong Nevada or Delaware Corporation.

Claude: The next contract is thReddential Lease with Option to Purchase
Agreement,theassignmentvith the seller cooperation. This basically the same as the
last two contracts wavent overexceptit’s in one form. Theentire lease and the entire
option are together. This is tlentract you would use §ou’re cooperatingwith the
seller. Youhave asellerwith objectionsthis is thecontract you would uswith him. You
would basicallytakethis contract andssign it orsell it to the Tenant/Buyer subject to the
owner’s approval of the tenant.

Client: In what percentage do you actually use the seller cooperation?

Claude: Idon’t do asmany as lused to. I'm busyenoughwith my own properties or
the properties weéhave on thdirst type of contract. | would say it is abo@D-25%.It’'s a
way of doing adeal withsomeone angtill making aprofit. Where youhave a reahice
propaty here, but theowner still wants to keegome controlWe need toreview the
assignmentlause on thesecondpage. It's phrased aittle bit differently. It says
basically anyassignment feeeceived by the originalenant/Buyer, may or may not be
credited to theoption money. Youhave tonegotiatewith the owner whether or not the
assignment feavill be credited tothe deal or not. Amassignment fee is just a fee for
selling thecontract, but Iwant to give the Tenant/Buyergood value. He is giving me
$5000 so he wants to sealue forthat money. Iwould like to negotiate thathe $5000
assignment fee beredited towards theypchase. | usually say to tlwsvner,'Mr. Owner,

| can raise the price for you to absorb the assignment fee’.

Client: So you us¢his CooperativeAssignment Contrasvhen youhave agood property,
but there is owner objection to giving you control, right?

Claude: That’'st. We justwant to haveanothersolution on homes for rent aale, but we
havesome kind of seller objectiofit’s a great wholesale technique and keeps you in the
game.

Client: I know ofseveral sitationswhere the cooperativassignmentvould haveworked
for me, but | didn’t know how to do it.

Claude: Now please pull out thture Option Contract. The pure option was thetory

of themobile home foi$20,000that had avalue of$45,000, this is just an option absent a
lease. Allwe’re going to do is get therice and the terms down and how muehe we
have. Wecan takehis contract andissign it. It hashe same assignmentlause, that you
have the right to assign this contract.
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Client: We use this contract for a deal that we want to flip or wholesale right ?

Claude:Right. If you find areally greatdeal, butdon’t want to commit any substantial
option money than pure option is areat way to generatarofits without risk. You just
sell the contracthat younegotiated. Iressence you areelping the homeownemarket
their home, but as a principle in the transaction.

Client: This would work greatvith commercial or multipledwellings. | am gettingsome
great ideas here.

Claude: The final contract is tHeetter of Intent Consulting Agreement This is the
contract we would use if wevere going to consult on apecific poperty on arhourly
basis or a flat rate. Now since this is our last contract are you ready for your final exam.

Client: Huh ?

Claude: 1 amgoing to see if yothavebeen payingattention.We’re going to do arole
play and | want to see how you will handle yourself. Ready ?

Client: OK.
Claude: Hello, Mr. Client ?
Client: Hello.

Claude: Hi, this is Claude Diamond, you andspoke about 2 or 3 months ago about
your rent to own ad.

Client: Right.

Claude: Well 1 have a rental property andhe tenants arenoving out. I'm really
interested in setting upran to own on this property. Yolknow I've been an invetor for
awhile and what you wer¢alking about seemed realt@resting tome. | would like to
learn how youmake thetenants pay otime, do themaintenance andgtuff like that. Is
there a way you could help me déis rent to own thing up? Could teke you out to
lunch or something® really need to know how to sghis up and Ineed to borrow the
contracts.

Client: Well, I generallydon’t do itthat way. Ihave gprofessional onsultingservice, my
feeis such and suchhere iswhat | offer andhere is how Ican helpyou solve your
problem.

Claude: OK, howdoesthat work?Would you provide mewith the specific contract for
this.

Client: Yes.

Claude: OKgood let’s skit up. That wasgreat. You aked for the moneyThat was the
important part. | am going to give you an A+ as a grade.

Client: Thank you.

Claude: Sdhat’s the way you can caeult with the owner. You can rendeyour personal
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opinion and provide themwith the contract. This is the wayou’re going to work with

somebody who wants to set upeir property as a rent to owit’s either a proprty

whereit’s too faraway or thenumbers aren’justright or they justdon’t want you to be
involved in the deal.

Client: 1 suppose kould modifythat by saying, Ihavethis consultatiorservicewith a
fee of such and such per houbut first could you justbriefly summarizewhat your
problem is and I'll let you know whether or not | can help you with it.

Claude: Sureandwhen youhavepeoplethat balkandsay,“well | didn’t want to pay

you | justwanted to ask you a fequestions and buy ydunch,” what youneed to do

is turn it around anday, “ | canshow you how tanakethis thing moreprofitable, how to
reduce managemeheadaches and rent collections and repairs. And how not to pay a real
estate commission and get the top sales pri¢erther canprovide youwith the correct
contract. Now don't tell me that’s not worth a consulting fee!”

Client: Right,because if you go tthe doctor youwouldn’t takeyour doctor out to lunch
for a diagnosis.

Claude: Soyou just want toraise their anxietyevel. Tell them if they don’t have the
right contract a lot ofthings can go wrongWe’'ve been talking about the financial
disclaimer, thgoromptpayment of theent,theyhave totake care of althe repairsall the
differentthings wehavebeen talking about to protetttem. You need to communicatieis
information to them. Alsotalk about how to educe the micro management of the
property. How the rents angaid ontime, also a top saleprice andprofit up frontwith
option money and rercredit. Explain tahem all thethings you offer and lethem know
theywill be able torecoup altthat you charge at theeginning of thedealanyway. This is
the way we consult on deals.

Client: You go to an accountaand the accountant going to charge you a $100 to do
your return, hedoes the absolut@inimum and you could wind upaying$1000 ormore
money in additionalaxes. You'regoing to go to someone wheally knowswhat he is
doing, you may pay him more money, but in the long gou’re going tosave alot of
money.

Claude: That's the way to sell it exactly. This contradtdve there is avery simple

consuking agreement andhis is what you want tause. By theway, let me ask you a
guestion. What ifyou get alenant/Buyer whaalls you up, yolhave a property you want
$5000, but they only have $2000. Do you think you could consult with that person?

Client: Sure, why not?

Claude: Telithem wehave gorogram itwill costthem a$1000. ‘I couldbasicallyteach

you how to eliminate themiddle man andind your own property. | couldprovide you

with theright contract.” Sawhen | rent a property argliblet it topeople, ofcourse, | need
to raise myprice andnumbers tanake goprofit. ‘How would you like todo that onyour

own?’ They are nogoing to be youcompetition. They are ngjoinginto the investment
leasepurchasing businest)ey justwant to getinto their ownproperty. Why don’t you

teachthem,spend acouplehours andhowthem how to do it. ltcan’t hurt to ask, is my
point.

Client: I agree.

Claude: How about if @just consulwith them for anhour or two and lethem gofind
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their own property and let them do their own deal. That way we stilicgetpensated for
our time and knowledge.

Client: If your phone is ringng off the hook becauseyou’re offering 50-100%rent
credit, you don’t need everybody who calls, just save them in your database.

Claude: That'sight! You can be choosy, but the thingthere are aldifferent ways to
makemoneywith leasepurchasing. We casublet it, we carassign it, we cartooperate
or consult on it with either the owner, the investor or another tenant/buyer.

Client : That's why I'm trying to get out of real estate management. It's not worth it.

Claude: Youmake no money managingal estate. Youmake no moneybaby-sitting
tenants and toilets. You make no money chasing people for rent.

Client: Even if I own ahousefree andclear, thepoint is there is too muchash socked
into one property.

Claude: Let mesharewith you one of myhard and fast rules in reab&te. It iswith rare
exceptiorthat | everwaiverfrom this rule. Itgoes adollows: The rent is due on the
1stof every month and of course, the rentcredit is tied into the rent being paid
on the 1st

Client: Can they mail it to you?

Claude: Theyan do it in one of severalays. Iwill give then pre-stampecanvelopes, to
be mailed out on th@6th of the month and Will not deposit ituntil the 1st. They can
give me 12postdated checks, they can put it on 12 credit csligs. They carevendrop

the checks off at anail zone. But the bottontine is, they payme on the 1st. If | do not

receive it on or before thérst they get aphonecall on the2nd. If we do not get it
resolved on the 2nd, we start a pay or quit on the 3rd.

Client: 1don’t go by the day | receive it, 1 go by when it was postmarked.
Claude: NO! I want the check in my hand on the 1st.

Client: Well whateverdate youdecide on, Iguess | ould ask tohave thepostmark on
the 26th of the month. The mail can take 3 days to get here.

Claude: | putheresponsibilitywhere itbelongs.Theyhave to get it to me thést, late on
the 2nd and eviction starts on the 3rd, no exceptions. | don’t care what the situation is.

Client: Do you call them first?

Claude: Yes, wealwayscall themfirst, to let them know wedidn’t get their check, we
need a checkoday. | put theresponsibilitywhere it belongs. The reason | start the
eviction on the 3rd i®ecause vant theclock to start ticking in case weave to start an
eviction. ldon’t care whathey arefeeling, | say, hey folks, this is a rent to owrt’s not
just a rental. Yowvere giventhis rentcreditbecause wevant to gefpaid ontime. |1don’t
want to havehis conversatiorwith you, butfor whatevereason wedon’t have thecheck

in our hand.’

Client: Even aregularrental, if | don’t have the roney by the 5th of the monthwiill start
eviction action.

Chapter VI-38



Lease Purchasing for the 21st Century©

Claude: Neverfool aroundwith this. That’s the way wenanagethesethings. Overall the
mentality wearedealingwith is that of atenant/buyer not a tenant. Thesant tomakethis
work, they’re making acommitment ugront. Thelikelihood of a problem igeally rare.
Themajority of my tenants are wonderful because thaye tomake a commitment up
front andl let them knowwhat | expectfrom them. This is the way itwill be andthis is
what will happen if youdon't do this’. Ihavethem so trained, ithere is a problem they
pick up thephone andall meright away. Theirgoal is to protecthat rent creditbecause
that is like a savings account for them.

Client: The lastcouple ofyears Ihave had vengood experienceswvith lease options,
however thatloesn’talways mean thegre maintaininghe property. They are paying on
time but,they are not takingare of the prpetty like a homeowner. Then again | see
homeowners who don't take care of their own home either.

Claude: Itdepends on thandividual, andthe commitmenthey made ugront. A good
example | like to use is, did yoever rent a cafrom Hertz™ or Avis™AVhen yourent a
ca, you pick upyourkids, you go taMcDonalds™ and th&ench fries get albver, who
cares, it's a rental car.

Client: Yea, but you're going to make sure you don't dent the car.

Claude: You're nogoing todent it, but you reallydon’t care if it gets a little messed up
becauset’s a rertal. Now if that car isyour brand newLincoln Towncarthat you just
bought fromthe dealership/ou’re notgoing totake those kids toMac Donalds™.That

is the differencebetweenowning and renting. So the mind set for the Tenant/Buyer i
‘it’'s their home and not a rental’.

OK, we covered thecontracts. Nowlet's move on to the Mdeting Section of our
session.

MARKETING

Client: This is the part | am really interested in, tngfore we get in to it too deep could
we discuss the advantages of being a real estate agent if any ?

Claude: Sure. Theadvantages of being a real estate agentaaess to the MLS, the
listings and of course, the walk in Tenant/Buyers.

Client: Not to mention the real estate commission if the option is exercised. Correct ?
Claude: You got it. There amdvantages oworking bothsides of thefence. Some deals
you do asan agent,others as a readstate investor. | would &tt out gettingthe expired
real estate listings.

Client: 1do that already. | have a friend who provides them for me.

Claude: OK, Good. What do you do with them?

Client: 1send detter in myname, that I'm looking to buyproperties. Hopefully from
that 1 will have amotivatedseller. Wehave had aouple ofresponses and eouple of
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good deals.

Claude: That's great. THettershould saysomething to theffect,"You havetried to sell
your home, have you eveconsidered théeasepurchasealternative? LeasePurchasing
would enable you to get the top sales price your home, tohave atenant/buyer, not a
tenant inyour home whowill take care of th@roperty, pay you orime and you may be
able to savgaying a reakstate comission andclosing costs.” End it bysaying,‘please
call me for a free consultation’. This is the way you want to come across.

Client: Didn’t you have a letter in the package you sent me?

Claude: Yes,there are a lot of sample materials and lettgithin the manual. Iwant you

to use them to make upour own material. Make up one for the sellers and one for the
buyers Also design someover letters. Youmust set up a database. It igery easy to set
up, all you have to do is hit the button and it will personally address each letter.

Client: Do you set up 2 databases, one for the buyers and one for the sellers?
Claude: Actually three, one for the buyers, one for sellers and one for the investors.
Client: That's what | want to know, how do you sort?

Claude: Itdepends omvhat we aretalking about. Is itlocation, zipcodes,whatthey can
afford topay, howmuch option mongthey have, if theyhave anycredit problems and so
on. Makesure youkeep the database up date andnput all contactdates. | get people
who call me backyearslater, | have a guy I’'mworking with who goesback t01993. |
have allthis information in the database 8@t gives me the advantagéour database is
your goldmine. You put everyone ithere,even the time wastetsecause you can flag
them, and ithey are calling you upepeatedly, you can go back your notes andknow
this guy is just a time waster.

| send out anewsletter to 25,000eople 4 times a yearsing first chss postage. Write it
from beginning to end. didn’t start outwith a newsletter likethat it developedver the
years, because my database keeps growing gralving. The people who get my
Newsletter eithewant to doa deal with meor getinto a property or they need to consult
ona property. lwant to make thephone ring andh good newsletterwill do that. 1 also
write many articles ormy deals andclient success stories. I'm in a lot different
publications, all yothave to do iswvrite about some of the deals ydwavedone and | get
investors from all over theountry. It resultdn deals ancconsultations, but yohave to
get your name out there first.

I’'m on the Internet and advertiseonline. | nowhave my own welpage. | getseveral
calls every dayjust from theweb. You reallywant to $art using thelnternet, it is a
phenomenal marketingol and is so costffective. You can locatproperties beig sold

and rented. You caB-malil offers topeople in Oklahormfrom anywhere. recently had a
gentlemen irAustin, Texas who had a property on dinl E-mailed himand asked if he
would considedoing arent toown? The guy called me up and waded up doing deal.

It was all done on line.

Client: 1 guess I'm going to have to get more acquainted with the web.

Claude: The more traditional wayf finding propertieswould be thenewspaper. | only
use the Sundapaper. It has the most classifieds in it aitid the onemost everybody
reads. | run 2 kind®f ads in theclassifiedsection, either @eneric ad or a specific ad.
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Generic adsvill say ‘rent to own allareas, na@jualifying, freenewsletterfree report’ and
have al-800number. Aspecific ad would be ‘rent town, $1495 amonth, with 100%
rent credit, noqualifying’ and myname anchumber. You can use ads under reatate
wanted on Sundays only, a family needs a rent to own, excellent credit and references.

Client: So you only advertise in the Sunday paper.

Claude: 1 onlyadvertise in th&Sundaypaper,unlessthere is agooddeal onrates. Here in
California aSunday ad can run you8$-50 for 3-4lines. Multiply that by 5 or 6 ads and
you're talking overhead.

Client: 1 found out that advertising during the week is a waste of time and money.

Claude: | wouldhave toagreewith you. I think mostbusinesses anidvestors go broke
advertising. | see a guwith a quarter page ad andhe’s going tohave to do 2eals to
make gprofit afterspending moneiike that. And if he has a bad weekend jost threw

away alot of money. Be cheap with your ads; run them on Sundays only.

Client: So you wouldn’t put a small ad in and run it for 10 days in a row?

Claude: No, runthemSundaynly, but Icrossreference them. If have arent to own

I will put it under‘houses for sale’ and ‘houses fant’. Thebeauty of leas@urchasing

is we attract both markets, calling on the ads anabiing the properties. tollect every

major newspaper angtou might want to check theclassified ads that may be on line.
Why don’t you do aYAHOO (search engine) search falt the newspapers igour state?

You may be able tdind thereal estate classifieds on line. A lot of the mapapers across
the country are offeringhat now. This idual marketingthe actuainewspaper and being
online. | collect majomewspapers and secondgpers, | get all thesitle freebies at

the supemarkets, they alhaverentals in hem. The'for sale byowner’ publications are

great, too.

Client: What about all these cold calls. | hate that stuff.

Claude: | think oneof the worstthings in the verld is to be making cold calls all day
long. My Mom used taell me notto talk to strangers so | hire telemarketer tanake
these calls. Yowantsomeone who wants tmake someextra moneyfrom homewith a
good phonevoice to do thegrunt marketingRemembeyour time is worth alotmore than
$7-8 perhour.Another thing youdon't want, arethose annoying phong phonecalls.
Let them call back the telemarketer.

Client: Do you use a telemarketing company?

Claude: No. Youwant to hire anindividual, not a company. You want tbhnd an

individual with a professionaloice. Let thatperson useheir phonewith an hourly rate
andabonus on anyleal thatheyfind for you and you pay fotheir long-distancecalls.

Soif it nets out at$9-10 per hour, it's OKbecause yolhave time forputting deals
together. This is a cosfficient way tobusiness, the onlgualifier is to get the right
telemarketer.

Client: You could actually give them a prepared script.

Claude: Give them gpreparedscript, don’t let them do theselling they just need to pre-
qualify.
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Client: Do you have a script?

Claude: | basically go over iith her and say somethinglike, ‘Hi, I'm calling for
Claude Diamond, he asked medall you; is your propertystill available?Would you
consider doing a rent to own dhat property? Wehavemany people interested your
home right now. Whenwould be a convenieriime to peak to Mr.Diamond?’ Make
sure you say we are not a resdtateagent,unlessit’s true. We areprivate investors and
specialize in solvingpeoples’problemswith therent to own alternative. Ipre-qualifythem
overthephone. Youhen maywant to mailthem sanething. | think a 32 ¢ stamp is the
bestmarketing tookhere is. Youwant to tellthem whateasepurchasing can do for them.
We want to hit a volume of people.

Client: Claude do you use bird-dogs ?

Claude: 1 dohave abird dogprogram, butit's quite differentthan any other you ever
heard about. think mostbird-dog programs are&ompletely worthless. Alot of people
contact me and say’'ve seenyour ads,l’'ve readyour articles,l've heard youspeak. |
would love to help youfind propertiestenant byers, consultationsgtc. Let’s just role
play a bird dog phone call. Go ahead and call me.

Client: Sure, OK.
Hi, Mr. Diamond. llive in SanDiego and Iread one ofyour articles and I’'minterested
in doing some work with you.

Claude: That's great! Myame isClaude and have auniqueLeasePurchase Bird Dog
ProgramWould you be interested ihearing about it? In my Bird Dog Programwill
spend an hour or morgaining you. If it's convenient Iwill spend an houwith you in
person or ovethe phone. What Wwould like to dois lay out the kind ofproperties I'm
looking for, what kindof areas, so yohave agoodidea what llike to work with. I'm also
looking for Tenant/Buyers, and Wwant you toknow what kind of Tenant/Buyer | can
work or consui with. | would alsolike to provide youwith the ads,because you may
want to advertise to find these people and properties for me, how does that sound?

Client: Sounds good, but how much can | make ?

Claude: NowsSir, anyperson or propertyhat youbring methat results in me doing a
deal or aconsultation Will pay you 25% of theoptionmoney,assignmentee. Since I'm
going to spendan hour of time with you, however, thecost of the Bird Dog program is
$500 which iswhat | normally charge pehour for mytime. So ifyou want to set up a
date, youneed tdbring $500with you or you can put it on aredit card. By theway, the
$500 will be returned to you upon completion of the first deal we do together.

Client: OK, so | get my money back?
Claude: Yes, if you do a deal with me, would you like to set up a meeting?
Client: Yea!ll

Claude: Let meell youthis, 95% of thepeople who say thewill bird dog for youwill

never doanything. So ithey aregoing topick yourbrain youmake them pay for ijust
like you would anyconsultee. This is the only waywill do it. If the bird dog is not
willing to invest $500 towork with me then they are noserious. Iwill give them their
moneyback, but ljust want tomakesurethat theyare serious andjualified andthat they
arejust notwasting mytime. In the old days, used tomeet withthesepeople, we would
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end up talking for 1 or 2ours and itwould be a completevaste of timeDon’t forget
your time, knowledge andyour energy are valuablecommodities. No one gets a
free ride, they will need to pay for the privilege of your time.
Client: The $500, is that what you personally charge or is that a standard fee?
Claude: This is what | personally charge, $500 per hour.

Client: Good,Good. I haveneverheard anyone speak sssertively about thealue of
these commodities as you call them.

Claude: That's because | am speaking the truth.

Client : What about my real estate club ?

Claude: lwant you to let it beknownthat you arghe Leasd’urchase Guy at the inst@r
club. Leteveryone knowthat whenthey have a poblem property you are the guy to
speak with. You now own the Lease Purchase solutions.

Client: We could put this in our monthly newsletter at the club.

Claude: You want to bethe localleasepurchase constant outthere,you’ll be really
busy because you know who to go to, you have the mail list from the club don’t you?

Client: I'm talking to the guy who does the newsletters.

Claude: Good. How big is your mailing list?

Client: About 400 or so people

Claude: That's 400 people, 5% of the people are going to do something with you.
Client: Let me tell you Claude, | have received calls before to consult.

Claude: Yes, butyou're anice guysuffering from‘Nice Guyitis’ and youhave been
giving it away for free.

Client: Well, youknow, |haven't told youhis, but | havecharged $35 ahour to some
of themembers of my reastate club who neededhand once in avhile with property.
The people are thrilled by that price and they say ‘I can’t believe you're this cheap’.

Claude: So what are they really saying to you ?
Client: That I'm a sucker!

Claude: Youspentthousands oftlollars learning, obtainingyour knowledge, and now
you're giving it away for $35 perhour to a guy whowill make moneywith that
knowledge.It's not a question of theprice, it's the value. If youhave a guy with a
problem property and if you charge this guy a coupiendred bucks or a thousand
bucks for 2 or 3hours and youesolve his problem, that is tHeest money he has ever
spent.Listenyou’re sick and you go to thdoctor, do you care hownuch you pay him?
You justwant to get well. Yothave degal problem, yowvant thebestattorney, price may
be an issue, but you want a competent advisor to help you out.

Client: The guy who comes in cheapest, it may end up costing you more money.
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Claude: Do yowhaverespect for the attorney whis going tocharge you $25 or $250
an hour? Are you getting the idea of the psychology of charging the correct price?

Client: Yes. My $35.00 days are over thanks to you.
Claude: Do you work with the eviction list ?
Client: No.

Claude: Youshould begetting the files of evictions filed iiyour area. This is public
information.

Client: What good will evictions do me ?

Claude: Think abauthis scenario, yowent out,bought a propertyandall of a sudden
you rented to and got the tenants frdmll and nowyou’re going through areviction.
What if | sent you detter and itsaid thefollowing: Dear sir, going through areviction is
anightmarewhat if | showed you a way tavoid evergoing through this problem in the
future? Pleaseall me for afree consultation oithe LeasePurchaseAlternative. Inmagine
that youhave tenants who pay on tfiest of the month andtake care of all the repairs.
What do youthink theresponse ratevould be if yousent 100letters to a 100andlords
going through evictions every month?

Client: I think 30-50 of them would return the calls immediately.

Claude: So you qualiffhem and consulvith themor if it's a really great property you
maywant tolock it up for yourself orcooperatewith the owner. These are people who
need to know about Leadeurchasingoecause the tenangd toiletsare driving them
crazy.

Client: When you mentioned the evictions list, where do | get a copy of that?
Claude: You could go directly to theourthouse or irsome areashere are services
available. You maknow someone you can pay tetrievethis information for you from
the courthouse. Do you have a gopher?

Client: No.

Claude: Do you know a high school kid who can drive?

Client: 1 just do my own gophering.

Claude: That'ggreat, but watcldoing yourown gopheringbecause it can eat wmur
time. Justgoing to the courhouse to look up stuff can eat upadnole day. To find the
ewctions they are recorded in tr@urthouse osome administratioarea orhousingarea
depending onvhat city you argalking about. Youwant tostayaway from the apartments
and directly work with residential properties.

Client: How can you tell between the apartment and the residential?

Claude: Alot of times iwill say so on thecomplaint, do yolthave an orline systemthat
you are using?
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Client: Datauick™, you told me abouhem dout 1 yealago, Isigned upwith them and
went through the training.

Claude: One of théhings | get onDataquick™ isabsentee landlordspeople whohave

seconchomes, investmerropertiesvherepeople havetheir tax statementsiailed to an

alternative address.Also a list of defaultsthat are filed, people who are in pre-
foreclosures.

Client: Can we get that from Dataquick™?

Claude: Itdepends on tharea and theservice, in California yowan. There are other
services avadble; one is calledMetro Scan and TRW hassgrvice calledRedi Quick.
When | do adeal out here | go tDataquick™, | check the property andnakesure I'm
dealing with the owner. | have had people pretend that they were an owner of a property.

Client: We have heard about that in California!

Claude: 1 cantell the squargfootage, how they financedhat kind ofloan they did and |
canfind the comps. Andhey are bettecompsthan the MLS becaugdbey reflect all sales
not just the agent sales. So it's a pretty handy system for me to use.

Client: How far back do you go when checking comps ?

Claude: Sixmonths iswhatthey go on ouhere, this ispretty standardLike | said, you
may want to get defaults that are filed or liens that are also filed on properties.

Client: I notice you do alot of condos.

Claude: llove condos. They are ativer theplace and argreat fordoing LeasePurchase
deals.

Client: Do youhave asolution for condosthat are lower nowthen when the owner
purchased them. We have a lot like that in my area.

Claude: Are you telling me that they are upside down financing on the properties?
Client: Yea. | know people that paid $150K and now the condo is worth $130K.

Claude: It really dependsnhight go to the owner and saypu’re going to loose money
onthis property.There is no wayaround it, butthere aresomeviable solutionshere. The
thing is that we wantio set upthis property so yowre getting myments tocover your
PITI. Wewant to avoidyou giving this property backo the bank or endangeringour
credit rating opossiblygoinginto foreclosureWhat weneed to do on this property is to
buytime for you. We can ddhis one of twoways. We can set this thing up adease
purchase and for thop sales price. Now if thpersondecides to exercisthe option,
you're going tohave tomake up thedifferencewhen it closes. But Ihave to tell you sir,
most people argoing torenew foranother year or thewill move out of theproperty.
Lessthan 25% ofthe Tenant/Buyerwill exercise the option in thiérst year. We both
know thatreal estatewill come back foryou. What I'mtrying to do here is keepyour
PITI covered and yogan keepyour tax benefits. Ithey buy the popety we didn’t need
a red estate agent and velidn’t have to pay the closingosts. Further we got the top
sdesprice. If theydon't buy theproperty, maybe real estatél start to recover ina year
or two andwe can make up thdifference ofthe upsidedown price on theroperty. Here
is my name and number, | specialize in legsechasing. | can set up titeal and | keep
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the option money or the assignment feewe canwork together or if youwould like, |
could consultwith you on this so you coulddo it yourself. What | can do is get
something going on this property today.

Client: You are so up front with these folks.

Claude: The way | communicateth people is to beipfrontwith them. They willrespect
you if you are up frontwith them. Tell them:“look, you have a problemlt’s only going
to getworse andt’s eithergoing toruin your credit orbankruptyou. You have to do
something right now and | have a solution, do you want to hear about it?”

Client: How do you decide whether you want to become involved or just consult ?

Claude: If it is thekind of property you think you camove, then you mightwant to play

a patt in the dealeven ifit's upsidedown and you can keep the option money. If you
think it's a propety that's areal gamble then you get amsulting fee on it. | can put an
adin the papersaying “Isyour property upsidelown, are youloosing moneyevery
month, casider the leasepurchasealternative, call me for dree consultatiorand free
report.” This is the way youmarketthis knowledge, we ar¢éalking about and creating
cashflow. If you could consult on 1 or 2 propertiesvery monthcreate one Sandwich
andone Assignment, yowvill have nice cashflow coming in within a very reasonable
time.

Client: How many deals a year do you do?

Claude: We do anywhereom 3-5 transactionsvery week. We are marketing all the
time. I find if | do busines$ionestly and up fronk gettons ofreferrals becausthere is

no oneelse out there specializing in legserchasing. havecarved outhis little niche for

myself, and I'm the leaspurchaseyuy. That's whyl send out thosenailers all thetime

andwhy | send outoverletters and do newsletterswantpeople to know I’'m the guy to
call.

Client: What kind of professionals do you work with ?

Claude: 1 networkwith a lot of smart reakstateagents and mortgagarokers. Are you
working with mortgage brokers?

Client: No, should | ?

Claude: |1 go to these mortgadpeokers andsay, ‘Do youever getpeople who do not
qualify?What if | showed you a way you could not ontgake money witithese people
by not doing aloan with them, butmaybe in a year or two | could set up a Lease
Purchase. would pay you 25% of the deal and | woulding them back to you in a year
or two to see if they qualify for a loan.

Client: OK, how would you do that?

Claude: Hey Mr. MortggeBroker, myname isClaudeDiamond. I'm aprivate investor
and| consut on leasepurchasingAKA: rent toowns. I'm looking forpeople who for
whateverreason do notualify, or whowant tolive in a betterneighborhoodhen they
qualify for. Do you ever get people like that?

Client: Oh, sure all the time.
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Claude: | was wondering we could work together, Would like totalk to you further
about this. If youcould refer me to the people who do not qualify | maydixe to put
them into a rent to own or consulith them on arent to own, | would pay you 25% of
any fee | collected and if we do a deal | could refer them to you.

Soyou could do the loan. Youlon't need 10 mortgage brokers, you just need one or
two. You can have aconsistent source ofenant/Buyers wheitherwant to dothe deal
who do not have thecredit or the dowrpayment. Theydon't alwayshave bacdcredit by

the way, maybe theywant tolive in a $300,000neighborhood, buthey don’t have
enough toput down. What would happen if we hadomeonewith $10,000down, who
wants tolive in Bergen county and can affo82000 amonth? They need abouty2ars

to save up thedifference. | cartake thafperson andtart calling oneveryhouse forsale or
rent in Bergen county and talk to the owner as follows:

‘Hi, my name isClaudeDiamond and havesomeone who ha$10,000 to putdown on
your housetoday who would bewilling to purchase it in thenex 2 years.They would
pay you on time, they wouldcoveryour PITI andtake care of the pragty if we could
structure this as gent to ownWould youlike to work with me?’ Andthat is the way you
want tocomeacross tahese people. These are the commensewvays we market. By
contacting people who are in troubléth evictions,filing for separation, whdave liens,
preforeclosures a with listings that areexpiring. Maybe youwould want to consider
doing somepublic speaking outhere atsome clubs. Youwant to besendingthem
information, youwant to use aelemarketer, get theird dog program going and get
people to call on the ads and send follow up letters and brochures.

Client: How much time should | be spending doing the marketing ?

Claude: Youshould be spending 50% of youime at least,marketing-marketing-
marketing! This is what you do.

Client: Most of the houses we have right now are on a lease option.
Claude: Beautiful! How much option money did you get on these?

Client: $2500-$3000, wéinance everything urselves and then wgist getout, so we
have no debt service, but on the other hand, tie up a lot of money.

Claude: Youwant to starcontrolling othempeoples’properties, or cooperateth them or
consuk on them. Remember theur “C”s. When Ifirst startedbusiness | didn'have
the morey andwhat little money | had ran out| startedaccelerating myashadvances
on my credit cardswhich is aformula for disaster. Ifone thing goeswrong, all the
dominoes gadown with it. Then you begin taking aecond otthird job to pay off the
debt, which you can neveratch up to. Thesimple way is to lesomeoneelse buy i, let
them pay thelownpayment, let thengualify, let themhave theoverhead, the lkility and

the structural repairs. That's the point efhat we arediscussingtoday, having the
control without theownership. Tavork or cansult with other people and othgreoples’
properties. This isvhat we aretalking about. Youwant to getyour business to @oint

whereyour bills arepaid, youhave thencome and can buthose reahice propertiesthat

are 20-30% undemarket. Did you evepget a greatleal wherecash wasking, but you
didn’t have thecash? A lot of theGurus outthere sayget aninvestor’, | don’t want to

work with tenother people! want to cotrol my own propertiesand keep all therofits.

| find if I bring in other investors | don’t have the control or the profits.

Client: I neverliked doing dealswith other investorsThere are always problemgou’re
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right!!!

Claude: 1 stillhave theliability, too. So wewant to get awayrom that mind set and we
want to do it all on our own or take control of other peoples’ properties.

Client: Have you runinto a situationwhere you are comndting with people and they
really asksome goodjuestions and yodon’t have theanswers? Do you say yauill get
back to them because you have a network of people who can help you out?

Claude: Alot oftime I will go into my databasevhere 1have anaddresssection, lhave

all the professionals there. Youwant to build up a database of all the people in the
industryand refethem. | refer peopleveryday taother people. have ondawyer who is
excellent and tefer her a lot of clients. Yowant to networkwith people in thendustry
andhavethemnetwork back tojou. | have a reakstateagent, Igive this man millions of
dollars in listingseveryyear. Peoplavant agood realestateagent, so Irefer people to
Bob and he refers clients to me. So if you don’t have the answer refer it out.

Client: What should we be doing now?

Claude:lt’s time to getstarted and get this show on tfwad, get thdusinesgoing. Here
is a list of things | want you to do NOW.

A. I want you to finish reading my manual Lease Purchasing for the 21st Century.
(Love that title.)

B. | want you to review all the_easePurchasecontracts angblace thecontracts onyour
computer.

C. You must review all the distinct strategies we discussed, remember the Four “C’s.

D. I would like youto commit tomemory all of the advantages of the Le&@rchase
for the buyer, the seller and the investor.

E. | wantyouto developsomematerials togive to people.Createsomeliterature for the
buyer, seller,the Tenant/Buyer and the Landlord/Seller. These can be brochures, a
newsletter or some basic cover letters. Check out the samples you have in the manual.

F. Get yourself someone to make constant phone calls and mailings everyday.

G. Setup a factionalhome officeoperation.Have adedicatedseparatebusinessphone
line and a fax line. Gegour computer up andunning and get on thimternet becausthat
is the future. Place the database software on your computer and set it up.

Do you have any further questions at this point ?

Client: How do we stay in touch for the rest of the year when | have a question?

Claude: | wouldprefer that use e-mail. Myaddress is CDMENTOR@AOL.COM. |
check my e-mail everyday amdspondASAP. If the question i®f an urgent naturghen
by all means use thghone. Iwill return anycall within a 24hourperiod orsoonereven if

| am traveling. | ask that you beeasonable andion’t call me aboutthe weather in
Hoboken or thdatest football gamelet’'s make our timetogetheralways valuable and
mutually rewarding. No cryingvolf allowed. | also havededicated faxmachines in my
offices.
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Client: | won't abuse the privilege Claude don’t worry.

Client: When we araloing somethingnew, you learn byyour mistakes and go on to the
next deal right ?

Claude: Thas right. Mistakes are grice youhave to pay for learningHopefully you
don’trepeat thanistakes. These mistakes #ne building blocks tolearning bytrial and
error. | know manysuccessfupeople and don’t know anyone who isuccessfukhat
hasrit mademistakesNobody just wakes up and is auccesslt’'s a mind set that we
develop. The winner whauffers a loss orsetback saysOK, | learned from this
experience andwon’t repeatit.” The loserwould just quitcompletely and go back to the
9 to 5 job. He would say somethinglike ‘I'll never try thatagain.” Success is
understandinghat you are capable ofrgatness and nothingill stand in yourway. No
matter what !

Client: My last question. Any final words of wisdom before we end today?

Claude: You become auccesswhen you takefull and completeresponsibility for
yourself. There are no morexcuses in youlife. You can’t blame the government, the
weather, ongyroup ofpeople or another aeven baduck because you create you own
luck. There argust no more excuse#’s all up toyou. If youwant to dosomethinggreat
with your life, then just do it. Make a decision todawhetheryou’re going to make a
difference for you and all those around you.

My final words are this: YOU ARE CAPABLE OFRSREATNESS IN YOUR LIFE,
BUT IT'S ALL UP TO YOU FROM THIS DAY FORWARD. LET NOTHING

Client: Thanks, Claude. This was a great day in my life.
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