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Ask your mortgage
professional

Owner Financing
What You Need To Know

With many owners trying to sell
their homes and fewer buyers being
able to obtain conventional financ-
ing, some homeowners are opting
to offer “Owner Financing”. Lease
purchase is also a form of owner
financing. While this may seem like
the only option for some buyers, is
it their only option and is it a good
idea? Owner financing is a risk to
both the sellers, and the buyers. Un-
derstanding these risks will help you
decide whether this financing option
will be right for you.

As a buyer you need to know if
the sellers have a current mortgage
on the home. If you make your pay-
ments directly to the sellers will they
continue to make their mortgage
payments? This is a risk; do you re-
ally want to take it? Many lenders
will not allow the option of a lease
purchase to a third party and may
call the note due if there is a current
mortgage on the property. Most sell-
ers do not want to hold a note/loan
for 30 years. What are the terms of
the owner financing or lease option?
Do you have 2 or 3 years to obtain
your own financing before you lose
the opportunity to purchase the
home? What about all the money
you have already paid to the seller?
Will you be able to get any of that
back in the event you are not able to
purchase the home at the end of the
lease purchase agreement? If this be
the case, have you really gained any-
thing or should you have continued
to rent and let the landlord make all
the repairs instead of putting money
into a home that you can no longer
purchase?

When opting to use owner fi-
nancing or lease purchase options do
not neglect to obtain an appraisal.
No matter what type of financing you
obtain you don’t want to overpay for
the property. An appraiser will give
you an accurate value for the type of
property in today's market. Buyers
may decide not to get an appraisal
in order to save the $300-$500, but
in reality they could be grossly over-
paying for the property. This will
also play a major role in the future
when you try to obtain conventional
financing. If you have overpaid for
the property you will have little or
no chance to refinance because of
lender loan to value guidelines.

As a seller you need to make sure
that the buyers are in a position to
purchase the home on the terms and
conditions set forth at the beginning
of the arrangement. What is the
reason that the buyers are not able
to obtain financing now? What are
they doing to make sure they will be
able to obtain financing in the fu-
ture? Are they working with a credit
counselor? Are they working with a
Licensed Mortgage Professional that
will help them with a plan to obtain
financing in the future? This needs
to be looked at and addressed in
the beginning of the lease purchase
option. Depending on the buyers'
individual  financial circumstances
the lender should be able to project
when the buyers should qualify, as-
suming they take the necessary steps
to restructure or restore items in
their personal financial situation as
instructed.

Whether you are the seller or the
buyer you need to make sure to work
with a Title or Escrow Agent that will
ensure that all the proper documents
are signed and recorded to reflect the
ownership of the property and terms
and conditions of the owner financ-
ing.

Owner financing can be a great
option for some, but for others it
may be a long term rental agree-
ment and you may never own the
property. Make sure you know and
understand the terms and conditions
of the agreement. Take all the nec-
essary steps to ensure that you can
purchase the property in the future,
if this is uncertain be cautious about
entering into an owner financing op-
tion.

If you have questions or com-
ments please email them to an-
drew@askandrewconner.com

Call Andrew today at 573-302-
0600. Listen To “The Mortgage Mar-
ket Update” Weekly Radio Show on
KRMS 1150AM and 97.5 FM Every
Friday Morning At 8:35am

Website:  www.askandrewcon-
ner.com. Andrew Conner is a Certi-
fied Mortgage Planning Specialist.
CMPS®. Specializing in the areas
of Mortgage Planning, Credit Repair
Counseling, Cash Flow Management,
and Real Estate Equity Management,
utilizing your mortgage as a financial
instrument to achieve your short term
and long term financial goals. Less
than 1% of all Mortgage Originators
in the USA have this credential.
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