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The Self Storage Home Study Course includes a manual 
with your 30 days of due diligence that will teach you how 
to BUY, SELL, OPERATE, AND TURNAROUND any Self 

Storage Facility. 
	  

	  

Self Storage 
PO Box 457 
Cedaredge, CO 81413 
 
www.selfstorages.com 
www.nicheinvestmentnetwork.com 
 
E:mail: 
brandon@creuniversity.com 
 
P: (800) 950-1364 
F: (970) 856-4883 

 
	  



	  
	  

	  

SELF STORAGE MONTHLY  

 
 
 

SELRV PARK MONTHLY 

August	  2012	  

	  

	  

	  

	  

	  

	  

	  

	  

	  

Question #4: Will the borrower fight the foreclosure? 

This is perhaps one of the greatest risks you have in buying a non-performing note. If the borrower fights your ability to foreclose, 
the end result for you, the note buyer, can be catastrophic. Here’s what can happen in real life. Let’s say that the borrower files a 
suit claiming that the note was flawed and that the lender had made verbal promises that gave the borrower more time to pay, or 
a lower loan amount, etc. Now you will have to go to court to prove your position of being able to foreclose. As a result, you now 
have to come up with significant legal fees and, in the interim, the borrower will suspend any and all payments on the loan. 
These kind of cases can take years to work their way through court and, if they lose in round one, the borrower will almost 
certainly appeal to a higher court. Given the recent poor performance of mortgage companies in court – and some of the 
resulting case law – winning may be a lot harder than you think. And if you ultimately prevail, the borrower can then file for 
bankruptcy and tie it up again. The only way to have any peace of mind in buying a non-performing note is to go to the borrower 
and see if they would sign a deed in lieu of foreclosure (basically an assignment back to the note holder) in return for cancelling 
the personal recourse provision, or possibly a small cash payment. We, personally, will not buy non-performing notes unless this 
has been accomplished. A competent attorney can write a “deed in lieu” for you to present. 

Question #5: How good a deal is it, anyway? 

Because of all the risk associated with buying non-performing notes, you need a really great deal to make it a worthwhile risk. 
Forget lenders who offer 10% or 15% off face value. We’re talking more like 30% to 50%, in our opinion. The numbers have to 
be hugely compelling for us to want to buy a note. Sure, buying a non-performing note can be lucrative, but it also has some 
landmines that make it a scary proposition, and not worth the risk without a big payday. We much prefer to buy foreclosed 
assets, as the risk has been taken off the table, and we can close it with the safety of a title company. 

Conclusion 

Buying non-performing self-storage facility notes is certainly one way to make a great purchase of a self-storage facility. But be 
aware of the risks, and take proactive steps to protect your investment. Don’t step into the shoes of the defaulting borrower and 
find yourself in the same position.	  

SHOULD YOU BUY A FORECLOSED SELF-STORAGE FACILITY FROM A BANK? 

It	  looks	  like	  many	  of	  the	  marginal	  self-‐storage	  facilities	  –	  that	  should	  probably	  have	  never	  been	  built	  –	  are	  starting	  to	  work	  their	  
way	  out	  of	  the	  foreclosure	  departments	  at	  banks.	  Are	  these	  good	  buys?	  Yes,	  if	  you	  can	  structure	  them	  properly.	  The	  key	  is	  to	  
buy	  them	  strictly	  on	  current	  net	  income,	  and	  not	  giving	  any	  attention	  to	  what	  they	  might	  produce	  in	  the	  future.	  All	  you	  know	  
for	  sure	  is	  what	  today’s	  revenue	  is,	  and	  there’s	  no	  guarantee	  that	  you	  can	  raise	  it	  higher,	  or	  when	  that	  might	  happen.	  If	  you	  are	  
buying	  a	   facility	  with	  50%	  occupancy,	   then	  you	  can’t	   run	   the	  numbers	  based	  on	  60%,	  or	  80%,	  or	  100%	  -‐-‐	  even	  though	  that’s	  
exactly	  what	  the	  broker	  and	  bank	  may	  try	  to	  persuade	  you	  to	  do.	  

When	   buying	   a	   foreclosure,	   you	   should	   always	   analyze	   why	   the	   deal	   failed	   and	   make	   sure	   that	   you	   are	   not	   inheriting	   a	  
nightmare.	  If	  the	  facility	  failed	  due	  to	  a	  giant	  debt	  load	  –	  and	  you	  are	  buying	  it	  for	  20	  cents	  on	  the	  dollar	  –	  then	  that’s	  fine.	  But	  
if	  it	  failed	  because	  the	  location	  is	  in	  the	  middle	  of	  nowhere,	  then	  be	  careful.	  

One	  of	  the	  largest	  hurdles	  to	  buying	  foreclosures	  is	  getting	  financing.	  It’s	  hard	  to	  convince	  a	  bank	  that	  a	  deal	  is	  sound	  when	  it	  
has	  just	  failed.	  Be	  sure	  to	  put	  a	  financing	  contingency	  in	  any	  contract,	  as	  that	  might	  be	  your	  largest	  hurdle	  of	  all	  to	  get	  the	  deal	  
done.	  

Buying	  foreclosed	  facilities	  can	  be	  very	  profitable.	  Just	  be	  careful	  and	  don’t	  get	  taken	  advantage	  of.	  

	  



	  
	  

	  

SELF STORAGE MONTHLY  

 
 
 

SELRV PARK MONTHLY 

August	  2012	  

	  

	  

	  


