
Simply noticing seller finance situations or documentation could create 
many possible opportunities for Note Holders to get immediate cash 
for their future income stream. 

When professionals in related fields understand seller financing 
and know that Note Holders can receive one-time settlements for 
their notes, they can help generate immediate cash for their clients. 
CPAs, attorneys, real estate agents, title and escrow officers, or other 
professionals can easily learn the basics about seller financing through 
a private Note Finder. 

As a Note Finder, I have a unique understanding of  buying parameters 
in the note industry and can locate buyers for secured cash flows. I can 
also assist professionals to build a positive rapport with their clients 
by helping to solve their cash flow needs, thereby providing a valuable 
service for them. 

When professionals network with qualified Note Finders, they can 
receive additional business referrals from two new sources: directly 
from the Note Finder, and from their own satisfied clients who 
appreciate being given an option for liquidating their notes for cash.

Once the home seller has an interested prospective property buyer, they must 
work together to decide how the note contract will be structured. Clearly, the 
seller needs to sell the house, and the buyer must use creative financing in 
order to purchase that house, so both parties have a vested interest in reaching 
an agreement. 

The specifics of  the note – such as the price and note terms – will always 
affect how note buyers view the contract. One additional factor of  great 
importance is the Payor. Buyers for seller-financed homes typically can’t 
qualify for traditional financing, so these Payors are likely to be a higher risk 
than a bank-financed buyer. But property sellers can take steps to counteract 
the risk by being selective about their buyers. 

Down Payment

If  the Payor is willing to put down a decent down payment, this proves that 
she is planning on taking her obligations seriously.  The larger the down 
payment, the better the chance that the property buyer will be committed to 
the ownership of  her new house. 

Job Security

If  the seller has a variety of  prospective property buyers, the home seller has 
a choice when deciding which buyer to work with. If  a prospective buyer 
has a steady job and consistent work history, this is a good indicator that the 
Payor will be able to regularly make the note payments. Inconsistency in the 
Payor’s current or past job history does not bode well for steadily receiving 
monthly payments. 

Credit

Many prospective buyers for seller financing have poor credit; this is typically 
a primary reason they cannot get financing from a bank. However, this is 
another point property sellers can use to discriminate among their 
prospective property buyers.
 
A Payor with better credit history is more likely to have held a steady job and 
been responsible with her monetary obligations. This gives note buyers a 
good reason to believe that the Payor will continue to do so with a privately 
financed real estate contract. 

Payor job history, credit rating, and down payment are all critical factors to 
consider when creating a seller-financed note. By keeping the buyers’ criteria 
in mind when creating a note, property sellers can maximize the amount they 
will receive when it’s time to sell their cash flow.   

Mutual benefits for professionals 
and note specialists

Offering private real estate financing can help 
home sellers by attracting a different market 
– consumers who are willing to sign a private 

note to own a house. This can enable a quicker sale, and sometimes at a higher price 
than otherwise possible. 

Seller financing can also benefit professionals in a wide variety of  related financial or 
real estate-based industries. CPAs, attorneys, title agents, escrow officers, construction 
contractors, real estate agents, mortgage brokers, builders, land developers, and tax 
preparation experts could be aware of  privately financed real estate transactions 
through their everyday business. 

Typically, these professionals don’t need to expend any additional effort to 
network with Note Finders... it’s just a matter of  being aware of  what 

private financing is, and being ready to pass on the contact 
information of  a Note Finder whenever 

the referral is appropriate. 

Summary Of Seller Financing
The note terms

From the Note Buyer’s point of  view, higher interest 
rates and shorter terms are preferred. The actual note 
purchase offer made is based on the yield the buyer is 
looking for. The deeper the discount or higher yield the 
Note Buyer is looking for, the greater the risk of  the 
note. 

Typically, Note Buyers will want to receive a yield 
anywhere between 12% and 20% on a note. While yield 
parameters will fluctuate with the market, 12% yields is 
typically the lowest rate buyers will accept for notes. An 
ideal term for a private secured note is between ten to 
twenty years (120 to 240 months).

Note creation guidelines

First, always use an attorney to create the mortgage for 
you. When creating a private loan, it’s important to seek 
the advice of  a professional.

Also, remember to draft the note with terms that work 
for both the property seller and the new home owner. 
It’s definitely possible to create a note that meets both 
parties’ needs.

When deciding on the interest rate, try to agree to 
a percentage that is a bit higher than the current 
conventional mortgage rate. This way, the Note Holder 

can receive a larger proportion of  the note balance when 
selling her payments. However, if  the home buyer insists 
on a lower interest rate, the property seller can still 
create a note that works in her favor by requiring a larger 
down payment in return.

The amount of  time the home buyer has to pay off  the 
note is another critical factor. A note that is neither too 
long (30 years, for example) or too short (2 years) is best 
for both the property seller and buyer. A note with an 
extremely long or short term is hard on property buyers 
because they will end up paying a lot of  interest or the 
monthly payment amount will be very large. From the 
home seller’s point of  view, the “wrong” term length 
means waiting too long to get paid off  on the note, or 
greatly increase the odds of  the Payor defaulting on the 
loan.

The note term that works the best for both the property 
seller and the property buyer is usually between five to 
seven years. 

If  you are looking to create a private loan on property, 
please contact me with the details of  your real estate 
sale so I can assist you in deciding what makes the most 
sense for your specific situation.

The benefit of seller financing

Many home owners dread being involved in a situation where a property they’ve 
listed for sale has been sitting on the market for too long. The basic reason is 
usually the same – the asking price is too high for the market conditions. 

In these situations, the seller is forced to lower the price in hopes of  making the 
property more attractive to buyers. Unfortunately, this technique doesn’t always 
work to sell the real estate, especially if  the seller is unwilling to “discount” the 
house by much, or if  the market is weak.

A great solution for the seller is to open up to an entirely different segment of  
buyers by offering seller financing. This way, the property owner can often sell 
his house for the desired asking price (or even more), and find a buyer more 
quickly than with conventional real estate methods. 

By following the proper procedures to locate a prospective buyer, create a note, 
and resell the note to a note purchaser (if  necessary), a real estate seller who is 
willing to “think outside of  the box” can sell a home for more money and close 
the deal faster as well.

(continued on page 4)

Picking the perfect Payor

Private financing provides a possible avenue 
for sellers to quickly sell a house that has 
been on the market too long. By offering 
seller financing, the home owner can liter-

ally “cash in” on a dramatically larger market for prospective property buyers, 
namely the individuals who cannot get bank financing to buy a home. A great 
way to target this specialty market is through the newspaper.  

Home buyers who are unable to get financing through traditional lending 
sources will often search for seller financing among the “For Sale by Owner” 
ads in the newspaper. This is an effective way to reach those looking to buy 
a home via seller finance. By offering a property for sale in the “FSBO” real 
estate classified listings, the seller can avoid paying a real estate agent, which 
means more cash to the seller at the time of  sale. 

(continued on the next column)
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Sell Quick… And Walk Away
With Your Next Down Payment (continued from page 1)

“The best strategy 
is to plan ahead 

for the sale of the 
note to generate 
immediate cash.”
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Planning for a cash settlement

Seller finance often enables a quick real estate sale in 
tough market conditions. But what if  the seller needs to 
receive more than just the down payment at the closing? 
The best strategy is to plan ahead for the sale of  the note 
to generate immediate cash and think about how to sell 
the note once it’s created. Anticipating this need allows 
an individual who sells his home with seller finance to 
quickly receive a cash settlement for the down payment 
on his next house.

Crafting a note to get top dollar

Every Note Holder wants as much money as possible 
when he “cashes out” his note, so the objective is always 
to sell the note at minimum discount. To do this, the 
seller will need to create a cash flow that is attractive to 
Note Buyers. 

The size of  the discount – i.e., the difference between 
the purchase price and the remaining balance of  the 
note – depends largely on factors such as the specifics 
about the Payor, the property, and the note terms. If  the 
note is created without these important criteria in mind, 
the seller may have a difficult time finding a buyer to pay 
the amount he needs. 

The Payor

Clearly, there isn’t much the seller can do about the 
“quality” of  the note once it’s been created. However, 
property sellers offering seller financing can certainly 
choose a buyer who offers the most down payment 
at the time of  sale if  there is more than one party 
interested in buying their home. 

The property/price

Similarly, sellers can’t change the basic facts about their 
property – where it’s located, the type of  structure or its 
age or condition. But sellers can control the price they 
set for the property. 

Because private notes are typically sold at a discount, the 
seller must set the price of  the property higher than the 
amount he is looking for to compensate for the discount 
that will come when the note is sold. By setting the price 
of  the property slightly higher, the seller can create a 
note that sells at a price he likes.

Increasing the sales price and value of  the property 
will not reduce the Note Buyer’s discount, but the 
adjustment leads to a note with a larger unpaid balance, 
which could still bring the seller the desired net amount 
after discounting. A higher sales price can also lead to a 
larger down payment. 

(continued on page 2)
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Finding a prime buyer for seller financing

The majority of  home buyers looking for seller 
financing check the “For Sale by Owner” ad listings 
in the local paper. Even in today’s Internet-dominated 
world, newspaper advertising continues to be an 
effective means to reach those looking for seller-
financed deals. A simple sale ad including the line 
“seller financing available” or “credit issues OK” 
should help to generate interest from the right 
candidates. 

Doing the deal

Once a serious buyer is “on board” to buy, the seller 
works with that party to set the terms of  the note. It 
is important to draw up the contract to favor the Note 
Holder when the property owner needs to resell the 
note immediately after its creation to receive a large 
lump sum of  cash for the future payments.

Larger down payments are better than smaller 
amounts, and shorter terms and higher interest rates 
are usually preferred by buyers. It is the property 
seller’s option to determine what is acceptable and 
what terms to which the buyer will agree.

Once the details of  the initial payment, payment 
term, interest rate, and any necessary clauses are 
established, the buyer and seller can create a new 
seller-financed note. Creating the note can be handled 
with standardized boilerplate or the assistance of  an 
attorney.

Once the newly-created note has been reassigned 
to a buyer, the property seller will have “cashed in” 
the future monthly payments for an immediate lump 
sum payment from the Note Buyer – an amount 
similar to what the seller would have received from a 
conventional sale.  

Locating the right Note Buyer

The best method to find a Note Buyer is through a 
Note Finder who has already established rapport with 
Note Buyers. Buyers usually don’t search for notes 
themselves. Instead, they use professionals nationwide 
to find notes for them.

Enlisting qualified assistance from a Note Finder

I am a Note Finder who specializes in locating sellers 
and buyers in the secondary finance industry. As a 
finder, I have a unique understanding of  what most 
buyers are looking for. I work directly with property 
sellers (or their real estate agents) to facilitate cash 
flow solutions that are beneficial for everyone. 
While I can’t offer any legal advice or assist with 
the creation of  a note, I am qualified to give general 
recommendations about Note Buyers’ buying criteria. 
Most importantly, my contacts in the private finance 
field allow me to locate buyers for almost all secured 
cash flows.

Creating an attractive note for resale

Some Note Holders need a large one-time cash 
payment for their note after it is created. The terms 
of  the note typically determine the amount of  the 
settlement. The closer the note matches the buyers’ 
ideal cash flow, the higher the offers will be.

An initial down payment of  at least 10% of  the sale 
price, a fully amortized term between 5 - 20 years, 
and an interest rate of  8% or higher is typically what a 
Note Buyer is seeking. These conditions are necessary 
in order to minimize the discount to the note seller. 

Note Buyers will always reduce the payout amount 
somewhat in order to counterbalance the risks – 
limited equity, a Payor with low or no credit score, 
possible foreclosure, or having to foot the bill for legal 
actions and selling the property via auction. 

When property sellers are willing to offer an 
unconventional, privately-financed note to sell their 
house, the end result is often much better than the 
alternative of  lowering the price until a “traditional 
buyer” finds the deal attractive. 

Smart sellers who can apply owner-finance techniques 
will have a huge advantage in closing difficult deals in 
tough markets.

Summary Of Seller Financing (continued from page 3)

Sell Quick… And Walk Away 
With Your Next Down Payment
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Greetings,

My name is David M. Herrick. 
As a professional note finder, I 
specialize in developing creative 
cash solutions; namely, I help 
note holders receive a lump sum 
of  money in exchange for their 
secured real estate notes. I can also 
show home owners how to sell 
their property with seller finance.

Once a real estate note is created, 
it can be sold for cash shortly after 
the close of  escrow. Existing notes 
can also be sold to achieve cash 
liquidity.

Additionally, if  you are looking 
to purchase a paper asset for 
your own portfolio, I have the 
resources to show you many 
viable opportunities.

If  you are an attorney, CPA, real 
estate agent, mortgage broker, 
title agent or escrow officer, I can 
assist you in helping your clients 
realize quick sales of  hard-to-sell 
properties through the use of  
private financing. 

If  you would like to learn more 
about the creation and/or sale 
of  secured private notes, please 
contact me directly.

Join my mailing list or subscribe 
to this publication by leaving me 
your contact information. I can be 
reached at (877) 423-7289 or via 
email at dmh@icdsinvestments.
com.

Sincerely,

DAVID M. HERRICK
ICDS INVESTMENTS, LLC

(887) ICDSBUYS (887-423-7289)
ICDSINVSETMENTS.COM
DMH@ICDSINVESTMENTS.COM
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