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Welcome to the Spring 2020 issue of the S.E.C. Observer. In this issue, Steve Fithian,
S.E.C., incoming 2020 President of the Society, considers whether or not the world is
experiencing a black swan.
Jason Mittman, S.E.C., demonstrates why it is critical to plan in advance to achieve your
goals. Darryl McCullough, S.E.C., CCIM, shares a successful land assembly formula, and
Steve England, S.E.C., provides us with techniques to keep our investors happy. Lance
Warner, S.E.C., 2020 President of the S.E.C. Education Foundation, gives us an update on
the Foundation’s activities.
The Society News Briefs section includes information about our upcoming meetings in
Greenville, South Carolina, in March and Denver, Colorado, in May along with an article
about Alex Ruggieri, S.E.C., CCIM, who recently traveled to the World Forum for housing
solutions in Abu Dhabi.
Steve Fithian, S.E.C., CCIM, CPM, is featured In the Spotlight, and you will learn about his
journey to the real estate profession. In the History Files, Cliff Weaver emphasizes the
importance of estate building.
Enjoy this issue. As always, we welcome your comments, suggestions, and submissions of
articles to be considered for publication. Please contact the S.E.C. Office via e-mail at
sec@secounselors.com.

Jackie Hellingson
Editor, S.E.C. Observer

A. President’s Message

I. President’s Message
Black Swan
Steve Fithian, S.E.C.
2020 President

Is the Coronavirus the precursor to a recession? This past week, the stock market lost
approximately 15% of its value. Is this overreaction to a media-induced problem? Or is this a
“black swan” that will take the world economy into a recession? A black swan is defined as “an
event or occurrence that deviates beyond what is normally expected of a situation and that would
be extremely difficult to predict.”
As I write this article, I am in Ohio doing scheduled site visits on two industrial portfolios. I just
met with a major Japanese company to discuss extending their lease of a 65,000-square-foot
industrial building. The issue of the virus and the resulting stock market drop came up.
Nonetheless, I was successful in leaving the meeting with a two-year renewal.
This company is launching a new product line, and they would not commit to longer than a twoyear renewal because of uncertainty of where the new product would be produced as opposed to
the impact of the Coronavirus. However, they had, just the week before, cancelled a corporate
meeting in Japan because the US officers could not travel to Japan because of travel restrictions.
At this same three-day trip to Ohio, I negotiated an expansion of an existing tenant, a local
pharmaceutical company specializing in veterinarian medicine. In these discussions, the
Coronavirus and the drop in the stock market did not even come up.
Larger companies will study the impact from the virus in minute detail. They will hire experts
and consultants to predict the impact on their business. Smaller companies will continue with
business as usual until their customers and vendors alter their actions.
What conclusions can be drawn from my recent experience? I believe that companies want to
continue expanding and continuing the economic expansion as the longest running expansion in
history. I feel that companies will attempt the status quo as long as they can. However, some
companies and industries have already experienced a major drop in business. Any businesses in
the travel industry, such as hotels, cruise ship operators, airlines, aircraft manufacturers, and
others, are already feeling the impact. It would be a great error to ignore the potential impact.
The main question is, how extensive does this problem grow before it is contained?
My advice from my last article in the Observer was this: do not make fast and emotional
decisions. Stay liquid. Watch key indicators. Talk to your tenants, vendors, and investors. What
are they seeing? I would not overreact and dump a stock portfolio or sell a real estate portfolio
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without proper reflection. I personally know of real estate investors who sold properties in the
last recession out of fear. Looking back at the last ten years, they would have received far greater
returns from holding the course. Utilize your relationships within the S.E.C. We are
geographically diverse. Within the S.E.C., there is great diversity within product types. There are
many years of experience represented by S.E.C. members. Utilize these relationships to gather
other opinions on the issues. After this thorough evaluation of the issues and how they impact
your personal portfolio and that of your clients, you will be poised to make the right decision for
your specific circumstance.
In my next article I am going to discuss “Megatrends.” If you have not already done so, I would
encourage you to read John Naisbitt’s books on this topic. The Japanese company that I met with
in Ohio is studying the impact of the virus on their vendors that supply materials for the
manufacturing of their products in the United States and other foreign countries. There is a lack
of transparency by the Chinese government on the statistics and details of the virus. This
Japanese company is suggesting that the trend of US companies sending manufacturing jobs to
China may change, and some of these jobs may come back to the United States as a result of the
virus and how the Chinese government has handled the crisis. Naisbitt defines a megatrend as “a
general shift in thinking or approach affecting countries, industries, and organizations.”
Timing is everything in real estate. If we as S.E.C. members are students of the economy, and if
we stay alert to megatrends, we and our clients can prosper in good times and bad times. Stay
tuned.
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II. Feature Article

A. Plan in Advance to Achieve Your
Goals

Plan in Advance to Achieve Your Goals
Jason Mittman, S.E.C.

As I write this article, I am inside a tent on a rest day at above 18,000' altitude with the constant
heavy blowing of wind and dust. This makes 9 days so far of a grueling 15-day journey to climb
a single mountain to an altitude of 22,837'. I am quickly learning, even though I theoretically
knew, that everything is harder when you are up this high, pushing to achieve an enormous
goal—sleeping, breathing, using the bathroom (there is no real bathroom), eating, walking, even
your mental ability to process and react to basic daily activity.

Because it is so difficult, mentally and physically, the hired guides plan out everything in
advance. They know from their training and wealth of experience that by planning ahead of time,
the hard effort, limited resources, changing environment, fatigue, and loss of mental acuity will
not hamper the team’s success. The guides prepare detailed checklists of what to bring, an
itinerary outlining the daily objectives and mission, what resources we need to make that day a
success, a daily briefing at the start and end of each day, and more. Of critical importance, the
guides enforce the slow “rest step” high altitude walking method, and the guides set the pace as
the team moves higher and higher up the mountain to achieve the goal of a summit step by step,
relentlessly, and at a pace to improve the odds of success. The guides are also constantly
checking on us: How are you feeling? Are you drinking? Eating? Do you have a headache?

You might be wondering at this point, What does this have to do with me, and why is this an
article relevant to the S.E.C. Observer? Great question! The simple answer is this: When you
have a challenge in front of you, what have you done to increase your odds of success?
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Perhaps there is an even more fundamental question to ask: Are you challenging yourself?
Really challenging yourself? The real estate industry is rapidly changing, and the only certainty
for the future is more change. I do not know what it will look like. I do know my team and I are
ready to fight to be part of the challenge and opportunity ahead of us.

What great challenges can you tackle in our changing industry?
Are you pushing yourself?
What resources do you have or need to achieve your goals?
What can you do, right now, to prepare to succeed with a great challenge for yourself?
What guides (mentors, board members, advisors) can help you achieve success?

Once you have made the choice to pursue a difficult goal and you have prepared, the next move
is easy: take the leap and begin methodically walking up to the top of your mountain. Higher and
higher. One step after another, with relentless forward progress, continuing to push yourself and
your team to achieve a goal few others will tackle like you. Speed does not matter; moving
forward does (though I do believe time kills deals).

I am a firm believer that comfortable is a dangerous place to exist. Comfortable leaves you
unprepared for the inevitable changes we will all face. If you get extremely comfortable being
extraordinarily uncomfortable, you will rapidly separate yourself from your peers. That is worth
the effort!

A direct example of getting comfortable being uncomfortable are the S.E.C. National Marketing
Meetings. Have you written down your primary goals for the meeting? Did you come to the
meeting as absolutely prepared as possible to increase your chances of getting your goals
accomplished? Did you read the packages in advance? Do you know how to use the boards, and
are you entering your deals on the boards? Are you throwing your number in during the meeting?
Are you consistently following up? Have you counseled your client in advance of the meeting
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and know what deal you can make? Have you put together five-star back-up packages you can
immediately send out when someone is interested in your deal?

Does the above sound like a lot of work? It is! It is your slow, methodical progress up the
mountain. What are your thoughts when you hear someone else during the meeting that has done
all of the above? Probably something like this: “Wow, she really has her act together and is
going to do some deals.”

The words of President Coolidge are valuable to mention, and I hope you think deeply on the
meaning behind this article: “Nothing in this world can take the place of persistence. Talent will
not; nothing is more common than unsuccessful men with talent. Genius will not; unrewarded
genius is almost a proverb. Education will not; the world is full of educated derelicts. Persistence
and determination alone are omnipotent. The slogan Press On! has solved and always will solve
the problems of the human race.”

I hope you will set lofty goals, prepare to achieve those goals, find great guides to help you along
your path, and with determination relentlessly push to the summit of your mountain . . . step after
step.
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III Society Columns

A. Reporting: How to Keep Your
Investors Happy

Reporting: How to Keep Your Investors Happy!
Stephen R. England, S.E.C., SIOR
Many of us have managed properties that involved investors we recruited to a project. Let’s face
it: not every investment goes perfectly as planned. Problems arise, and enthusiasm dissolves. As
the manager, it is always your responsibility to keep every investor fully informed on both good
and bad news.
I have learned these things in reporting:




Communicate, Communicate, Communicate: Unhappy investors are worried
investors! Worry generally comes from the unknown. So, if everything is going well,
communicate regularly. I like monthly reports no matter what is happening. If the
property or situation has problems, communication should increase dramatically. Small,
short narrative emails or letters giving an update helps a bad situation. Always give the
truth, and do not minimize the problems. Tell investors what is happening and steps to fix
any problems, and then give regular, maybe weekly, reports on progress until you are on
track. Always encourage input of ideas and feedback from your investors! Do not ignore
their ideas. If their ideas are not feasible, explain your reasons for taking a different
approach.
Brief and Informative Financial Reports: I believe most investors like monthly
financial reports. It is my experience that too many managers give reports that are
originally designed for tax reporting purposes. Balance sheets and standard QuickBooks
reports may not be easily understood by many investors. (Include these as year-end for
investors’ tax advisors.) Recognize this limitation and adapt.
o Monthly financial reports can be brief but should include these:
 Beginning monthly bank balance
 Total itemized income for month
 Total itemized expenses for month
 Net operating income for month
 Less monthly mortgage payments
 Include beginning monthly principal balance
 Include ending monthly principal balance
 Less net monthly reserves balance—real estate taxes and property
Insurance
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Less net employment tax reserves if needed
Less monthly reserve for repairs and maintenance
Net cash flow for investor distributions:
 Show individual investor distributions with percentage ownership
 Ending monthly bank balance (this will include all reserves)
o Be completely transparent. Many managers send copies of bank statements for
investors to review, or you can easily give online bank account “view only”
access.
o All income/expenses and bank balances should be perfect to the penny as of the
date of the report. In my state, third-party real estate broker-managers do this
automatically. Trust accounts are required, and the law requires a trust account to
balance daily, or one’s real estate license can be revoked. Completely open
financial records give your investors confidence and generate trust, even in a bad
situation.
Budgeting and Forecasting: Every investment should include monthly performance
projections. Annually, all investors should be given a cash flow budget for the next year
and even longer. Every month, your report needs to explain any deviation from the
expected budget. Once the manager builds a sound cash flow budget spreadsheet, it is
relatively easy to adjust after each month’s performance. Do not wait to year-end to
adjust; make changes to the monthly projections as conditions and performance
changes. This also gives your investors confidence!
Historical Spreadsheet showing historical numbers: This is my favorite report; I can
look back at least one year to see investment income and expenses as a comparison to
determine progress or decline.

If you are the broker-manager for projects, I believe these ideas will help. Always treat your
investors the same, big or small! If you communicate correctly, your investors will understand
as the project prospers or develops problems to fix!
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IV Formulas and Strategies

A. Land Assembly Formula
Land Assembly Formula

Darryl McCullough, S.E.C.

A while ago, I had the privilege to work on a very interesting and creative land assembly. That
journey is as follows.

THE LOCATION
A substantial gap had emerged between students and apartments in a particular submarket
required to house doctors, nurses, support workers, and students through the location of a large
and growing regional hospital plus a well-known, established, and growing college.

THE PROPERTIES
Across from the hospital and just down the street from the college were seven independently
owned residential homes. Knowing the official plan called for intensification of development,
initial concept plans were drawn to determine various potential asset types, including gross floor
area (GFA) potentials and so on. For further support, a local active planner was also was engaged
to offer further suggestions regarding highest and best use and GFA alternatives.

From that, collective valuation alternatives for all seven properties were undertaken, assuming
municipal support for new vertical development. Each property was then valued on its individual
land area as part of the collective.

THE DEVELOPER
A qualified developer was then approached to gauge potential interest in a future development at
this location, which was quickly established. Also, it was determined what the developer would
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pay collectively, subject to acquiring all seven properties and receiving the required municipal
approvals.

THE HOMEOWNERS’ PROCESS
Next, we carried out individual meetings with each homeowner. All properties were owner
occupied, save for one. We reasoned with each that the value of their properties collectively far
outweighed the pricing if they simply sold individually. All that was needed was for everyone to
buy in and let the qualified developer proceed toward municipal approvals.

In the interview process, discussions with each owner revolved around the net usable land area
each owned as it related to the total collective need. To make sure everyone felt the process was
fair and equitable, an appraisal for each home was undertaken on the same day by the same
qualified independent appraiser.

We then again met with each homeowner to discuss all seven appraisal results as is and how they
compared with the major financial gain each party could assume as part of the larger
development. Everything was totally transparent. There were only a few minor roadblocks, and
then, with 100% homeowner buy in, all conditional agreements were finalized in a very short
time.

THE DEVELOPER PROCESS
The developer, who needed to spend many thousands of dollars to achieve required municipal
approvals, was then able to carry out his requirements with the confidence that the original
process was complete.

THE TAKEAWAYS
This assembly was completed with all parties acknowledging satisfaction with the outcome.
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The homeowners each received substantially more than they would have received individually—
and in a well-planned timely manner. Also, the agreement structure allowed them sufficient time
after transactions firmed up to seek out their future alternative housing accommodations. The
developer was able to work through the approval process confidently, knowing the municipality
was keen to see this development concept bear fruit in this submarket.

Today, there is an attractive, active 360-bed student housing project completed and operating,
plus extra land in the process of being developed for either apartments and/or residential condos.

We were able to witness firsthand the clear advantage that straightforward, honest negotiations,
in most cases, brings out the best in people. There was little shadowboxing and few hidden
agendas in this successful transaction. It was a great opportunity to work with quality people
throughout.
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V. S.E.C. Education Foundation

A. S.E.C. Education Foundation News

S.E.C. Education Foundation News
Lance C. Warner, S.E.C.
2020 S.E.C. Education Foundation President

We have an exciting year of education planned, including Methods of Effective Marketing, which
is a core course, presented by Peter West, S.E.C., CCIM, in Grenville, South Carolina, on March
15, 2020.

The Ultimate Syndication Workshop will be presented by Gene Trowbridge in Denver, Colorado,
in May; The Developer’s Course, will be presented by Chris Dischinger, S.E.C., and William
Stonaker, S.E.C., CCIM, in September in Indianapolis; and a 1031 Update, presented by Robert
Charland in November in Fort Lauderdale. Visit the S.E.C. Observer for more information.
In January 2021, in conjunction with the Society’s 60th Anniversary, we will present Day with
the Masters in Newport Beach, an exciting event that will showcase our most experienced and
talented educators. More information on this event will follow soon.

The S.E.C. Regional Directors are available to help you bring education and marketing to your
region. Contact the S.E.C. Office if you are interested in exploring the possibility of hosting a
class or marketing session.

We look forward to expanding our reach to new marketing groups, professional organizations,
and individuals who are interested in bringing the best creative real estate education to their
regions. Please visit our website, www.secedfoundation.com, to learn more about the courses
and programs we sponsor.
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VI. Society News Briefs

C. March Marketing Conference

S.E.C. National Invitational Marketing Session
Greenville, South Carolina
March 15–18, 2020
The S.E.C. National Invitational Marketing Session will be held at:
Hyatt Regency Greenville
220 N. Main Street
Greenville, SC 29601
Call (888) 421-1442 to make your reservation. Make your hotel reservations early as we have a
limited number of rooms available. The cutoff date for reservations is February 21, 2020.
Visit Hyatt Regency Greenville for hotel information, and click Visit Greenville to learn about
the area.
Visit www.secounselors.com and click on the Society Marketing Meetings menu tab for more
information. Please contact the S.E.C. office (sec@secounselors.com) if you have any questions
about the upcoming meeting.
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VI. Society News Briefs

B. Methods of Effective Marketing

Methods of Effective Marketing
Peter West, S.E.C., CCIM
Greenville, South Carolina
Sunday, March 15, 2020

The S.E.C. Education Foundation and the Society of Exchange Counselors are pleased to
announce that Peter West, S.E.C., CCIM, will present Methods of Effective Marketing from
9:00 a.m. to 5:00 p.m. on March 15, 2020, in Greenville, South Carolina.
Some of the highlights and subjects that will be covered include these:







The Foundation and Principles of Real Estate Marketing
Counseling Is the Foundation of Effective Marketing and Completion of Transactions
Preparing to Market Properties and Buyers
Transaction Formulas
Building a Multiple Property Transaction to Get to Closing
Marketing Venues
Attendees do not have to be licensed or invited to attend; it is open to everyone, and you may
register online at www.secounselors.com by accessing the Education Only link on the homepage.
Mark your calendars now! Please visit the S.E.C. Observer at www.secobserver.com, and click
the Upcoming Events menu tab to access the calendar of events and view a brochure for the
course.
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VI. Society News Briefs

C. Denver Marketing Conference

S.E.C. National Invitational Marketing Session
Denver, Colorado
May 17–20, 2020
The S.E.C. National Invitational Marketing Session will be held at:
The Curtis Hotel
1405 Curtis Street
Denver, CO 80202
Call (303) 571-0300 to make your reservation. Make your hotel reservations early as we have a
limited number of rooms available. The cutoff date for reservations is April 24, 2020.
Visit The Curtis Hotel for hotel information, and visit Denver Visitor’s Information to learn
about the area.
Visit www.secounselors.com and click on the Society Marketing Meetings menu tab for more
information. Please contact the S.E.C. office (sec@secounselors.com) if you have any questions
about the upcoming meeting.
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VI. Society News Briefs

D. Ultimate Syndication Workshop

Ultimate Syndication Workshop
Gene Trowbridge, Esq., CCIM
Denver, Colorado
Sunday, May 17, 2020

The S.E.C. Education Foundation and the Society of Exchange Counselors are pleased to
announce that Gene Trowbridge, Esq., CCIM, will present the Ultimate Syndication
Workshop from 9:00 a.m. to 4:00 p.m. on May 17, 2020, in Denver, Colorado.
Some of the highlights and subjects that will be covered include these:
• Which Ownership Structure Is Right for Your Investors?
• Money Raising and the Securities Laws: Which Securities Laws Will Apply to You?
• Financing and Structuring Your Transaction
• Review of the Private Placement Memorandum
• Answers to the Five Most Asked Questions about Being a Group Sponsor
• Mistakes You Will Want to Avoid

Attendees do not have to be licensed or invited to attend; it is open to everyone, and you may
register online at www.secounselors.com by accessing the Education Only link on the homepage.
Mark your calendars now! Please visit the S.E.C. Observer at www.secobserver.com, and click
the Upcoming Events menu tab to access the calendar of events and view a brochure for the
course.
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•

Ruggieri represents REALTORS® at World Urban Forum 10

Champaign-area REALTOR® Alex Ruggieri will travel a long way in search of
solutions for housing problems.
Ruggieri, a broker for SVN-Ramshaw Real Estate, Inc., in Champaign, is
representing the National Association of REALTORS® (NAR) and the IHC-Global
Board at the World Urban Forum 10 in Abu Dhabi, Feb. 8-13. That’s more than
7,300 miles from his home.
“First of all, I would say that the whole experience is consciousness raising,” said
Ruggieri. “There is a big world out there and people are facing many problems . . .
whether it is housing access or policies that allow for the equitable ownership of
real estate, especially for women in many countries of the world. The really
outstanding thing is that we have people working on the problem. NAR’s support
of IHC-Global has a big impact as they try to change policies to help people across
the world get better access and ownership rights.”
World Urban Forum 10 is a six-day event that attracts non-profit organizations
and is organized by UN-Habitat, the United Nations Human Settlements Program.
World Urban Forum promotes socially and environmentally sustainable towns
and cities that provide adequate shelter for all. The forum has been held every
other year since 2002, meeting in 10 different cities on five different continents.
IHC-Global is an independent, non-profit international coalition of organizations,
businesses and individuals interested in urban development. IHC-Global is

committed to leveling the playing field in the urban world to ensure greater
access to opportunity for all. The organization strives to improve housing,
sanitation and water conditions and help make communities less vulnerable to
natural disasters and effects of climate change.
Ruggieri, who attended the 2018 World Urban Forum in Malaysia, says the 2022
World Urban Forum will be in Katowice, Poland.

This article was published in Illinois Realtor.org

VII. In the Spotlight

A. Steve Fithian

Biography
STEVE FITHIAN, SEC, CCIM, CPM
187 MPH!!!! A fun fact about Steve: he has driven his Audi RS7 187 MPH! (Legally.)
Steve Fithian was born in Kansas in 1955 but moved to Tulsa, Oklahoma, shortly after he was
born. When Steve was 11 years old, his family moved to Orange County, California. They
moved because his father, Harold, served in the military in Korea, and when he returned home,
he went to college in Oklahoma to become an electrical engineer. When he graduated, all of his
job offers were in California. Harold worked on the first handheld calculator with Rockwell
International. Steve’s mother, Ruth, who passed away in 2002, worked for the school district in
Orange County until her retirement. Harold currently lives in the Oklahoma City area, near
Steve’s older sister, Anita.

Career
Steve went to Claremont McKenna College, a liberal arts school in Southern California. Steve’s
initial education was in accounting, and he became a CPA after graduating. After college, he
worked for Ernst and Young, which was a great training ground to learn about business. He
worked for Ernst and Young for approximately three years before becoming a controller with a
private company. In 1983, he started working for Coldwell Banker Corporate as controller of
their residential division. In 1986, he obtained his real estate license, and in 1988, he started his
own brokerage company. In 1988, he began to obtain his CCIM designation and started focusing
on commercial sales.
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In 1991, he moved from Orange County to the Dallas Fort Worth area. He met Bill Stonaker at a
local exchange meeting and was invited to an S.E.C. meeting. He attended his first meeting in
Dallas in 2002. He became a regular attendee in 2007 and a member in September 2011.

A significant moment for Steve in the S.E.C. is when an older member hammered him with
questions about a property. That member ended up doing the deal with Steve. He feels one of the
greatest aspects of the S.E.C. is being able to learn as a frequent guest.
One of Steve’s greatest moments in real estate was doing his first syndication deal. He bought a
multifamily property and was competing against a REIT to acquire the deal. He turned the
property into a condo conversion in 2002 and the units sold well. He held the remaining units
during the downturn and sold the balance in 2014. For this transaction, Steve received the
coveted Lone Star Award, which is the top commercial transaction award for the year in Texas.
This transaction also taught him a significant life lesson, which is how to survive downturns.
Steve’s business philosophy is that it needs to be a win-win situation. The small, incremental
steps in business create a much larger person and deal. He enjoys getting up every day and
making transactions and loves working with clients, but he has fired clients who are not any fun.

Family
Steve married his wife Vicki 36 years ago. Steve was living in Orange County when they met.
Vicki came out for a month after graduating high school and stayed with her aunt and uncle.
After Vicki went back to Fort Worth, they wrote letters to each other to stay in touch. The
romantic part is that Vicki recently found all those letters while cleaning out the house in
preparation for moving.

They have four kids. Jason, who is 33, lives in Denver and works for an industrial REIT. Jason is
a big cross-country runner and recently ran the Pikes Peak marathon. Jessica, who is 30, loves all
animals, especially dogs, and did gymnastics growing up. She is a deputy sheriff in a detention
center in Aurora, Colorado. She is married with no children. Amanda, who is 27, lives in
Fayetteville, North Carolina, with her husband Zach, who is in the military. They have two kids,
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Braydan and Bryce. Ashley is the youngest at 26. She lives in San Antonio and teaches kids with
special needs. She was a gymnast and pole vaulter growing up.

Growing up, Steve loved the outdoors, especially skiing, and he participated in martial arts for
years. He has been running for years and has completed three marathons, including the Fort
Worth Marathon. (I have personally seen Steve on many early morning runs at S.E.C. meetings—
especially a beautiful morning run along the coast in Kennebunkport, Maine.) Steve’s current
hobbies are car racing and racing schools. He drove his Audi RS7 187 miles per hour in a speed
test at an airport in Victoria, Texas, and was regulated and safe. He has also completed a threeday open wheel racing class at Simraceway in Sonoma, California.

Steve is also active in his church and is part of the security team. He also helps with special
needs kids. Steve loves to travel now and recently returned from a two-week ocean cruise in
Europe. He also has a home in St. John US VI that many other S.E.C. members have enjoyed.

Editor’s Note:
This biography was written by Stewart Scovil, S.E.C., as part of his candidacy requirements.
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VIII. History Files

A. Estate Building
Estate Building
Clifford P. Weaver, S.E.C., CCIM

Editor’s Note: This article first appeared in the May 1974 issue of the R.E. News Observer.

“I am not the kind of person who can save money to build an estate.” The author is unknown but
often quoted. It is a fact that it takes money or assets to get started in Estate Building. Many
Brokers and Salesmen will admit they are unable to create and maintain a savings account.
Money is always needed for short gap emergencies like office rent, family expenses or to close a
transaction. Thus, many potential estate builders cannot even get started.
It is not easy to start a nest egg for real estate investments. If you are able to be current in paying
bills, you are a step closer to starting your nest egg account. You are admitting that you are weak
at making cash purchases but good at installment purchases. You are the kind of person who can
afford insurance in monthly payments but not able to buy a policy in full.
A suggestion is to borrow $10,000 and put it temporarily in a time plan deposit until an
investment comes along that would be attractive in your portfolio. This gives you the opportunity
to capitalize on your ability to pay the bank in installments.
The nest egg money is for investment purposes only—nothing else. Treat it as if it belonged to
someone else (hands off for personal use). The funds must be invested with all proceeds
compounded in the investment nest egg.
Not long ago we made an offer to buy a $40,000 commercial building in Eastern Oregon. The
building was leased and would provide desirable benefits. We offered a $10,000 personal note as
a down payment, and payable at $2,000 per year including interest. The buyer considered the
note no more than a forced savings obligation. The buyer knew he would not accumulate
$10,000 cash in a nest egg, so he financed the down payment with the seller rather than
borrowing from a bank. The seller was asked to finance the down payment on better terms than
terms offered by a bank. Why would a seller take this kind of transaction?
The balance of the price was in cash (from a new loan by a savings and loan). Would a bank
make a $30,000 loan to finance this 100% financing sale?
Yes, when they were informed that the buyer was putting up $16,000 in a real estate contract as
additional security in the transaction. The bank asked why the buyer didn’t use the contract as a
down payment, as it would look better in terms of regular transactions.
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The answer is that the contract offered for property would be a taxable transaction (personal
property for real property is not a Section 1031 exchange), and the buyer’s basis in the contract
was approximately $6,000. The exchange of a $16,000 contract with a basis of $6,000 for a
down payment into real estate might cause an additional burden (tax wise) for the buyer. Thus, a
real estate equity, contracts, or any item of value can be used as additional security in real estate
transactions.
The buyer put up his $16,000 contract as additional security for his personal note. He retained
the payments on the $16,000 contract (and applied them against the payments on the $10,000
note). The cash flow on the commercial building helped retire the $10,000 note prior to its
scheduled amortization.
The buyer wanted to retire his outstanding personal note as fast as possible. Thus, the contract
payments and gross spendable income (cash flow) retired the loan rapidly. Within a few short
years, by compounding the cash flow and the contract payments, the $10,000 obligation would
be retired.
The installment method of building a nest egg for later years was kept well in mind by the estate
building buyer.

Clifford P. Weaver, San Jose, California, was a capable real estate administrator. He managed the interests of
more than 30 partnerships, corporations, and joint ventures. In 1968, he was named Counselor of the Year by the
Society of Exchange Counselors and was presented the Best Exchange Award by the California Real Estate
Association. Cliff taught Broker Estate Building Techniques for the Richard R. Reno Educational Foundation. Mr.
Weaver was Secretary-Treasurer of the Society of Exchange Counselors. He was a Certified Commercial Investment
Member and member of The Task Force, composed of leading “problem solving” real estate practitioners who
counsel corporations with real estate holdings.
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