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These are markets thal demenserale a2
clpacity b0 suppeact growiky, whers the
lease crmrracts have an wpside potencial,
amd where exising Tinancing can be ae-
Quired.

Reing income-nriented, 3 REIT must
Ipok not anly At Igng-LeTm appIecialion
parential bul al posindve cesh flow as
well, By eslablishing & mimmum cash
flow redurn, 8 REIT can assuce 115 inves-
iors of the valus of 1he investment simply
becawse the greatet ihe cash flow, the
fighter the purchase price musi be.

Onee 1he propeny 15 purchased, a
RKEIT Puncrions acainl like a limied pan-
necship. I manages the prooperty and
makes the improvements oocessdry o
meel boih occupancy and tenant reicn-
liom requirements.

Tax-Advaniaged Beaelits

A REIT also offers the henefis of 5
laz-advantaged invesiment, sheltering
substantially all of the income it pro-
duces. In berms of tax equivabents, an io-
vesior in lhe 40 percent tax bracket carn-
ing & [0 percent sheltered income com
the REIT winds up with a 16 percend tax-
alle aquivaleni vield,

In addition 1o shelbering the truwst 's in-
cioimat, & REIT cnay alsa sell ofF & few of
its propertics during the holding period
to provide some capital grios carly oo,
And there are more capital gains al the
£nd when the entiee Lrust 15 liguideded.

Mot all invesiors are spived o1 REITs.
They are meosl atlractive (0 investors who
nesd B consistent income siceam shel-
eered Nrom faxes while ar the tnme |eod
secking caningal apperacianion .

Look, for example, at the results of
10,000 ipvested into 8 REIT io todar's
market,

™e'll assume our investor says with
the trust tbroogh its five-year lilelime,
And well further ascome Lhe propérty
held by che trust appresisted 15 percent
per yedr and Lhal the annual cash Aow
Irom that trust averaged 10 pecoen dur-
ing Lhe peciod.

The iovestor woubd reakize 3 relumn of
55,007 in Fully sheltered income that
wronld be ectuslly worlh $9000 10 sonme-
one in ke 40 percenl bracket,

At time of hquidation, the inwestar
would get the origimal 3100000 back plus
anbcr §6,000 {protax capilal gait,

This, of conrse, is 2 hypothelical ex-
ample based on some market assump-
tions that may or may o be valid,

There are & number of option: open Lo
an iovestor wishing to add real estale 1o
his or her portfolic. By cheosing a REIT,
the iovestor will got Lhe combrined bens-
fits of a sheltered real sstate investment
and the Mexibblity of a stock, WET

Mot Harleh 5 prresadent off Hespac
Fiderrcidy Mackatmg, e, the mrarkeline
sphgidyare f Wespar Finarcial Corp.,
a Tughm, Cal, ffRencie’ services com-
Dodp speriafzing in o equily-fased, seli-
Nuddaning el eshale IRVESIRERT (5SS,
Hir o & pagisrered grircipal withe Wexoae
Secwhides forn.,. o SNASDY repiiicred
"h b Sr-dester.

Enforcing the Mortgage: Strategies

for Preserving the Investment

by Bruce . Bergman

Wilh morigage imteresl cAtes apparc-
enlly creeping wpwards, the pressure
upon sellers of real properiy to take back
Purchase MaHIEY MOTLEAKES i5 iNCredzing.
Al the same cime, of courss. the regular

ingeinuniconal fenders are i the moTigage
marker. [Mriealely, some percentage of
theze loans go anco defawlt, and the
lender, whether 3 povafe Or VelBTd,
Eruisl Acaecs the aciian o be 1aken 0o pre-
serye the invastrmeny.

While mortpape foreclogores tend to
ke & techoicel and obscure area of the law
best keft Lo cperialisis in the legal profes-
cion, ithe astole lender who knowledge-
ablyr participates in the case can Meagur-
aiely 2id his own cace.

The Imporiance of sn Indtal Policy

Lt iz well understood that lenders do
not enjor foreclosiog momgages. More-
caRRHLET 0H age 1

The Alternative is
Armco Financial
Corporation.

Your problem is Lo develop
imergdiake liguidiby from
e inveslor notes given in
comjung bign with your real
vsslate syndicalinns. Bul,
winlt banker requires [eL-

inclivicd wal letters of credik.

teers ol credil or olher restrictive conditions.
Your solulinn: the Armoo Finamcial Alferaatine.
We pifer real estate syndicators a way W
brrrow additinnal funds secured by imrastor
promissory notes. And. as a secured lendur, wa
can offer Lhis allernative witheot the need for

lr1 additinn ko our rates beine very competi- |

ARMCOD
\V

When I needed
investor note

financin
banker told me to
ind an alternative

bive. wa also offer womn e
flexdbility and responsive-
ness that only a secured
lender can provide, And
when you need investior
nole financing. timely re-
sponse is essential,

~all Forres Mapos of
our Spesial Fundding
Division in Dallas ko learn
all thay clotacls abwot P

Arrpoer Finoenored Alrernatine.
Armco Financial Corpotation. 12720 Hillcrest |
Ruad. Suite TN, Dallas, TX 752800 2147243 - W70,

ARMCO
FINANCIAL
CORPORATION
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Enforcing The Mortgage
icotirued frem page 11

‘gver, For 4 variety of ceasons, ibey wish
10 appear, and in actuality be, compas-
sionate, That does nor medn, however,
that delinguencies may be treated casn-
By, In Fact, that i4 one of the worst ways
‘o preserve cash Now and investient .

Rather, Lhers rincsd be g meticulows ap-
\pocach to dealing with payment arTears
|becanse all 1he fime host befors a foreclo -
sure file is tunved over to counsel is 1ime
lost forever, bdaost [Tkely thers sron't bea
remedy fer thee vine lost—even with 1he
masat Figaras ALLarmCys.

"The unly effactive way to deal with de-
faults, whether a handful or & hugs port-
fulius, Ls ror hiave & syseem that keeeps track
of dalet and triggers appropriale adion.
Withowut such a system, conted is Liable
o B2 AL,

Every murlgage paymenl hes s due
date, followed by a grace peried of the
oumber of days the paricular morlgage
Form siotss. Many peopls have a vansty
of problems and some percentage of pay-
meots will always be ooistanding, A e-
fault in be ignowed for a certain oumber
of days belore or even afier the grace p-
ricd, Bar thece must come a sst iime
when a prearranged sysiem riggers col-

lection procedures—be (hey phone calls
or Ietlers—iw prelerably bath.

Ohwiously, there are some special silu-
aliond that will require deviation foom
the systom’s mandanes, But chess iust be
kemr too & mianimum [@s0 ewerp situation
hecome & “special’” case. When that
happens, the porliolip becomes anman-
ageable and the abllty o protect 1he in-
vesiment is seriowsly hampered. The key
iz consistency .

There must be a Lime when eallection
elfors are recogmized a5 3 Tailure, trig-
gering the next step—acceleratinn of the
pancipal halamce.

Now—a EﬂEﬂ.——HﬁEﬂ authority shows you

—-;»..-—"E%

& Conchae investmenl anabysin
% Crubrk anawets o real eplale
quesdigon
& Conkplede troubla-shoedting guld-
- & Soireebook of profitable idean
4 Mubltl-referenced lor quick
S CEEN
Partlal Tnble of Conbenis:
i. Real Fapabe Bd an Lnvesiment
2. Messariog Return oo
Investmcot
X, Taxation of Henl Falate
d_ Forms of Real Exbabe
{Tremersilp
5. Sowweces of Capital: Equity
Finameing
6. Lhdat Fimancing Proosdwe=n and
Techoiques
7. Mocrigage [neurandce and
Guarantess; Fodervsl Lesns
and Grants
H, Buying, Selling. and Exchangln
mﬁ_ﬂbﬁw z e
3, Leasing Real Eatalc
I8, Cperating Feald Extate
11. Speciie Types ol Real Exialy

REAL ESTATE
INVESTOR’S
DESKBOOK

Alvin Arnald’s master
guide to snccessful rveal
estate investment—

in good times and bad.
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Warren, Gorham & Lamont

$64.00

The Critical Cancepd of Acceleraion

The keys to pursuing 4 forectosure is
having leverage and dealing fram a posi-
tion of sircogth. This s oitained by ac-
celeration—declaring the snfire mortgage
balaoos immediaiay due and payeble.

A ytharity Eor this is found in the typi-
cal *“acceleration clauss™ i the mort-
gage, providing in essence that upan the
happening of certain events, one of
whih is failure Lo make g piytent when
due, the mortgager has the S to de-
clara che arrire [oan balamce: dee.

The precise wording of shese lawses
mey vary [rom slate (o swate, but the
thrust is basically woiform. Allhough re-
Tiance is placed primarily open e s
comman defauln of failure to pay prins-
pal and fnlerest, acceleration is availlakle
for delaul s of other cypes, but these nay
b trealed differently by the cowris-

For example, failure 1o pay uaxes (ob-
vionsly where the lender o Bor raking
an escrow] 15 generally viewed by case
Taw 515 less acvere tham oeglet (o subirmt 2
monrhly  payment. Consequently, al-
thnugh suppositions atoul [k power of
Acoaleranion are accursle, ey may, nol
be applicable ta cvery breach of the
MIDMRAge cOmITact, .

Ascuming the sxistence 0T an aceelera-
riao clapse im the mofEage and an art
violatng the clause, acceleralion is ae-
complished by an ensguivess! ehacdion
by the lander 1o deglare the roral princi-
pal due. This can beexpressed cither ina
letier to the moctgagor or by the act of
Actuafly darting the fireclosure. -

The cccommended practice Lt aeedl-
erabe with & letter s0 1hat Hime s nok Jos
m Lransmittng the fil¢ o souwnse]l and
waiting For ham 1o formnlare and serve
pleadings.

The lenter muse be senl 0 awyordance
witly thee speciiic terms eof Lhe norngegs.
Whiile pegular mail is asuably the mede of
cofianicAtion, Some mergages may
specafy cordfied or cegistered mail, o
which event thece must ke compliance.
[ Nowever, cveo if regular mradl 3= all that is
technkcally required, the betler practice is
to send the communcatian foth by centi-
Med mail return reseipl reguested and by
repular mail, & relwrt receipl will deteat
any argumenl by rhe morigapor ihai he
never received the letree. Adding regular
mail covers Lhe sitpacion of the charp de-
Fanller wha decdines (o aeoept 3 coctified
Iedter,

A to Lhe texr of the leeter, ihe key is an
wrreggeivoon’ demend to pay the #nnire
primcipal bedance, Aot a mere Teguesl for
1he wrrears to be sacdsfied, Onee e Tener
i% s=nl. the lender has attained & prasition
af siremgth.

Why Acceleration 3 Viial

AcceleTation is soerilical because once
the lender makes its decrion, it need now
accep amrears bul, i1 11 chopses to do 5o,
il will be upon f =S,

This concept may b viewed in two
waye. Firet, assume the situation of the

Ta receive an axemination copy of any WGEL raal eslale referenca, rrium the encloasd card orf use the ordar form on page 28.
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chrome defaalier. Time after time he is
in collection and wou or your staff are
comsian [y calling and writing to keep the
AOCTINNC cucrenrt, using time and mooey
fior Lhese efforts. Withoul acceleralion,
1he problam made= by this matgapaer =ill
CORINBE sinoe be iz always free bo temler
hiz arrears with the lender facing 1he
same defanli next month, Hovwever, oiice
the balance has been acclerated, rhe
lender need mer accepd arreirs and may
iosist opon Foll satisfad ion of 1he mort.
REEC.

Eecond , supposs this panticalar loan i%
at an inberesi rale well below the curreni
market. Mo matter bow lardy Lthe mort-
gagor has been, or is, unlil tbe eolire bal-
ance is validly accelerated, Aarrsard g
be accepled, But gffer acleration, the
kender is Free to foredose o, in (he alter-
native, validly imsist that the morgagor
enler inte 2 morigsge modification or
cxtemsinn agrésment al & digker rale of
inerest,

Another bedefl of accsleration is fha
the lender con demand thal 2y legak Faes
il bae idcufred b paid 25 8 condition of
remnsiaing the \nan. The mortgagor may
deern rkla unfair —even ontrageeos—bul
the kender is simply not cbligaled to re-
instate after acceleration. Cleary, 1has
M3conr Becomes inereasimgly impariand 3%
the ameunt of legel fecs charged (he
lender increase,

The Tender Trap

Hawving walidly scocleraled the mort-
gage, the lender’s eflons can be thwaried
if in wkegwently seoepts any paymenls,
Henee, wour staff must be aleried 1o re-

jerl any paymrents wiier acceleratoan andd
your Files shoukd be so Nagzed.

Even alter accsleralbin, on 4 cade.hy.
case basis the lenider Arighs B willing in
accepl paymends of all arcears. What
st be undetsd oad, rhough, is that there
must ke an actwal tender. A pEromise or
cuggestion than paymem will he forth-
cotning |5 now in the eyes of the Jaw the
expuivaler of delivering paymeni.

What is perhaps more veaatious iz (he
partial tender after accelecation. Far ex.
ample, suppase 2 residential mongage is
in arrears For ihree maths: 31 3 000 per
manth. There is now 33,000 duye topether
with late charges of 2 paceanl Ter month
(a5 permitied in New York), tmaling ar-
rears ol 33,060, The marigager strolls
into the berider™s office with a payment of
32,000 Sheuld ivhe acepted? O coorss,
it is & policy decision, but you need Dot
aciepl, Ul wou do, the seocleration is
waived, Bun if this is 3 mortgags you wish
[ b rbd Of, or il you desioe L0 Increase
the interest rate, reject the tender with 2
keaer sayving Forth that since the eotirs
indebtedness has been declared dus, the
lender peed mot and shall wod acoept any-
(hing less than total paymoent,

Muintmimiog: (be Predsyce

Muost of 1z have ather vaperiendced or
heard about the focsclosure azuon which
dragged on for mooths or rears while set.

tlemeni was conlemplated., Allbrugh This
could be the result of a defaulling mant -
gagor haviog the wherewithal o 1ake ad-
vantage of Iegal process by rearguing and
appealing every phase of Lhe action, i is
more oflen 2 consegquence of [axlty or
bad siralsgy o the lenders part.

The ertod made by some ienders in ap-
proaching settlermens s holding the ac-
Hon it abeyance pending the contem-
plared resolurion, Rather, the fnrecloswne

sledutd procesd &3 if o seliement is ex-
pected, unthl the very poawnc thava con-
Clusion aceepiy oocurs. Oy in that way
can the defaulier be conaorained Lo carwt-
ulats.

While most forecloswres are sebded,
experience dictales that defaukting mor-
gagors eilther cannol of will mat homor
itheir obigations wnoil their position is
aboul 1o berome ircelrisyable. L may be
ihal they are tryiog to buy Lims 1o 5211 Lhe

propenty . Perhaps 1bey hesitate toobiain
& loan from family or IMends or ace baih
to encumber some mber valuable prop-
erty. But whatsver the reason, they gsu-
ally wont move wolil they absolutely
beve o, Heme, continuous pressuce is
£ssential o B Favorable and expeditious
Lonclusion.

To appreciale the poind, i shoukd be
woted That foreclusure aclins io emost

coritnged 07 pege 24

Now theres a
timely service
thait irterprels
all FASB
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ments—within
o weeks of
their issue!
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Enforcing The Morigage
carriRyed from paee 1

“tales bypically prevesd in steps, cwch one
of which is & prerequisits fo (he neat. I
an aveepl able set1lemeni is olfered —beic
Ml P Yani€n 1, benicdeT or ATREA S OWET Cime,
recasting (e rmorlgage, <. —ihe (emp-
tation i 007 Clie lender 1o halt (ke acrion
while awanting resluliom, Al all, "the
moctgagor e capiaed dr iy,

Bur whal il the promised conclusion
doesn’t aerive in the promised 10 or 20
days? (Again, cxpericnee 1ells us it usu-
alby will noc.) The obviouz answer 15 that
the bender is sinimg in the plage wonder-
ing when or whatler payment wall be
made. Meanwhile, losr igerest mounts,
amd the case is mor closcr 1o gogglmsion.

Trravaaiad 1thal, sch step shoold be vig-
crovwsly pureed, which cun be done
witdirier cansing 1he lender to insur addi-
tiooal legal Tee,

Exrygre, The summons and com-
pleind have Been serwod, oo answer has
Teen filed, and foreclosure soansed is en-
titled te say FV50 pfus dishursements, A
settlement is disewssed and rflee delfendim
sav: he will pay within 20 days. Showld
the lender wait the 20 dews or Jditest
vognsel to procesd with the nexi siep—

. Appiniment of & ceferec? The latier s
recommended,.

While it is correct that che almorney will
| oy T k0 be paiid perhages 31,000 rach-
| &rnhan 3750, Lhis fee is 10 be borne by the

marlgagoe as pact of any seillemend. He
shiould ke advised uneguivecally 1bat the
| adion goes Corward el Lhe day Lhal
|, monsy i5 A hgad and ongl that time,
, whatever legal expenses cmerge acc Ais
| fezporsibality.  Approaching the case
wizh his s12ace rsnres Taster estllements
| upodE cerms Aegesl Taverible to the lender.

| Reeaivership [eviee
Cioe of the very hest magods bath io

view Of Lhis, arguing that onby land was
purchased and a: everyont knew, land
wac not deprevialile.

The Tax Cowrt agee=d with Sesium andd
decided than space in a pil 35 "2 preperty
righi separate and epar from 1he land. "
It alsz Bund that the dumping gradualiy
reducel Lhe value of the propecty 1o Sex-
ten. When Sexlon proved whe cose ol
space, e amaunl psumerd annually
wnd 1he remaimng property value efer il
was filled im, the cowrer allowed deprecia.
[iofn deduciinge:.

[n @ macere racent case, besudes operar-
fng & el businese, Uhe oaner hoped
thiat the land woold be rezened For town-
howses. The IRS conrended chat since
there was another modyve, depreciation
should nar be allowed. The Tax Coum
allowed the depreciation, finding notl-
ing wromg wich the owenet wanting roe de.
velop the property #0120 way neeless s
& dump sive. {Rardees e Cpmey, N
T.C. 157 (1930).)

Wikl Neie: Busing lund For Foruce
develapmentT Why not canstder whether
you can have dwmiping aperaticns [
which will make part of ‘he purchase
price deducuible. W&l

- maAInigin levetage and o praserve M
property duting the couzse of a foracla-
sare actien is Lthe appainiment of a re-
cever—eomething =hich shoold alwars
A1 least be concidered. Whilc it scaunds
hke a zrandiose concepr, it is not.

[l'1he lendee believes the propeery may
decling in value during the action, or that
the delauliing momgagor may descroy
or #llow the premises to ren down, a ec-
ceivership 15 defimtely in ordér. Al

1hough moel dflen abwached Mo income-
producing commercial properties apd
apurtmend  hoozes,  receiverships  are
Avallable for one-  and  gwo-family
hames, particolarly if the acton 15 =x-
pated L be protracted.

The mechanics of appeinling the re-
veiver are not a &ll difficuld in many juc-
izdictions. 1n Mew York, for example, 5
reseiver can be appointed wiluml nooice
al ¢he other parny. Indeed, grige the fore-

closure swarch 35 received by lender's
counscl, i1 15 possible 1o have @ regsiver
appainicd o one day. Wher the gorr-
gagor realizes thal durning the couise of
Lhe farecosure |iHigation 1the ner ingceme
of 1the propersy will ioure 10 the hesee
of the kender. and will not liee fids preock-
ets, his interest in delaying ot cantesting
the action is gready dimimished. bany
[awoerable setilemcnes have been reached

cinrinurg e paEe 22
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