
 

 
Brecht: This is Brecht Palombo from DistressedPro.com. Today I have Chris Winkler from Silverwood 

Capital who has agreed to come on here and talk with us through a couple of case studies that he 
has in the note business which we're calling the good, the bad, and the ugly, and we're going to 
look at three deals. Chris, thank you so much for agreeing to come on and do this. 
 

Chris: Hey Brecht, thank you so much for having me. I feel it's an honor and I'm very thankful for this. 
 

Brecht: I hope that what we'll get to the end here is maybe you'll tell us a little bit about how if anybody 
wants to work with you, like how they would do that or how they might reach out to you. I think 
that it makes sense for us to just sort of dive right in here. I'm looking at a photo here of a place in 
Center Point, is this Alabama? Is that where that is? 
 

Chris: Yes it is. It's a little northeast of Birmingham. 
 

Brecht: This one you're calling the good. Can you tell us about this deal? 
 

Chris: Sure. I like this area a lot, Canter Point, it's northeast of Birmingham, it's a good area where it's a 
good solid middle class area with homes that are in demand, either for sale or for rentals. We had 
purchased one at the end of last year in Center Point and I sold it in about a month to a rehabber. 
On this one I had similar plans where we were going to do our own rehab on it, and I was able to 
get it for just a phenomenal price. A woman passed away and we had to do a quick, uncontested 
foreclosure. Once we were able to arrange a sale date for the note, I wanted to price it to sell at 
auction. 
 

 It seemed like every foreclosure we end up getting the property back because no one bids. I knew 
the pricing would probably be in the mid to high 70,000's and it needed a little bit of work but not 
a lot. I priced it at 39,500 and someone bid a dollar more and so they were the owners, and this 
was in like a little over 100 days total from start to finish. We paid 12,000 for the note, and then a 
couple thousand for the foreclosure, so i was able to walk away with a real quick nice profit on this 
one. I knew what I was buying, I knew the area, I knew the values, and so my experience really paid 
off on this one. 
 

Brecht: Now, are you in this area? Is that how you knew about the area? 
 

Chris: No, I bought two vacant contract for deeds at the end of last year and one was in Fairfield which is 
southwest of Birmingham. That area's in not good shape, they lost a factory, the Walmart pulled 
out and homes are just very low value. Center Point was a lot different, the re-habber wanted to 
buy that immediately and we sold it right away to him and made a small profit. Going forward, I'd 
look for that area so I'm familiar with that area and it's one one that I'm keeping my eye open even 
to buy properties to fix and flip there also. 
 

Brecht: Let me ask you just a few questions about this. This was a first position? 
 

Chris: It was a first lien, yes. 
 

Brecht: First lien. 
 

Chris: Yes. 
 

Brecht: Was the foreclosure already in process or did you have to take it through the entire process when 
you got it? 
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Chris: Yeah, we had to take it through the entire process. We bought it from one of the funds we buy 

from and since it was vacant and deceased there was no ... We could expedite it rather quickly 
through the process. We have a good law firm there, McCalla Raymer, who we worked with on 
another foreclosure and so they were able to literally get this done in a couple of months. 
 

Brecht: Great. What does that cost you to go through proceedings like that in Alabama? 
 

Chris: Let me pull that up, that's a good question. It wasn't more than a few thousand at that. I can give 
you a rough idea real quick. 
 

Brecht: We can clean this up afterwards just so you know. 
 

Chris: Okay. Yeah, we spent about 1,295 on the attorney and then with publication and title and the 
auctioneer and everything it was another 500. 
 

Brecht: That's really not bad at all. 
 

Chris: No it's not. Actually we paid 15,000 for the note, it sold for 39,501, so the total costs were 
$17,218.91. I made a $20,383 profit in a little over 100 days, that's 118% return. 
 

Brecht: Yeah, that's fantastic. 
 

Chris: Yeah, they're not always that good so I'll take them when I get them. 
 

Brecht: Tell me about, speaking of they're not all that good ... Let me ask you this because I think people 
are going to hear this and they're going to go, "Wow, that sounds too easy." You bought the note, 
you hired the foreclosure firm, you did the foreclosure and you profited. Was there some secret 
sauce people are going to be wondering? How did that all come to pass? Is there anything that you 
want to talk about in that vein? 
 

Chris: Well, by having a prior note that we ... Actually it was an REO property we bought, I knew that the 
values there were in the mid to high 70,000's. I was able to negotiate the price down from the 
seller, mostly I think because it had been partially stripped, the air conditioner was gone and it was 
needing rehab. For whatever reason, I don't know why they didn't try and foreclose or do anything 
with it but to get it for such a great price, 15,000, it was almost a steal. 
 

Brecht: One of the things I hear people ask me about all the time, they get really concerned about the 
paperwork involved or what the order of operations is and all that. Can you just talk a little bit 
about what that process looks like or how that worked out for you in this? 
 

Chris: Yeah. Well when we buy a note there's typically the note itself, which is the promissory note when 
they borrow the money. Then there's the mortgage which is the lien on the property, so you're 
really buying two documents when you buy a note. When we buy them, we have what's called a 
purchase sale agreement, or PSA, or an LSA, they might call it different name. It's a contract 
basically saying you're buying it as is, you can't hold us responsible for anything, and you're on your 
own and you better know what you're doing. 
 

Brecht: Right. 
 

Chris: The lien was assigned to us with an assignment of mortgage, it was recorded at the county, and 
then the note's endorsed like a check to us also. Then we didn't have title because it was still in the 
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woman's name who was deceased, so that's why we had to foreclose and get the deed. Then once 
we foreclosed, then the deed was in our ... We had a foreclosure deed, or actually we didn't even 
get this, whoever bought it had the sheriff's deed from that. I priced it to sell at the auction. I think 
they owed more than 39,500, but when you start getting too high, then you're in it too expensive 
and a rehabber is not going to realize to make any money. I was more than happy making 20,000 
on this and not being too greedy, knowing where to set the opening bid. 
 

Brecht: Yeah. You called your foreclosure attorney down there and he had an auctioneer for you and knew 
how the process worked and managed all that? 
 

Chris: Right. Actually there's a great website called LegalLeague100.com, so LegalLeague100.com, and 
you can find real-estate attorneys in all 50 states. They typically will run title on it, they have to run 
an ad in a newspaper for a few weeks. There's typically a period you have to go through but since 
she's deceased that period didn't have to go through. Then they scheduled a sale with the county, 
again, then the county provides the auctioneer. That's their specialty and that's why I like finding 
our attorneys that way, because they know what they're doing and they do all the work for you. 
 

Brecht: Yeah, yeah. I think that's a really good point because a lot of people get caught up in this. They're 
like, "Oh, Jesus, how am I going to manage that?" Really it just comes down to $1,200, right? 
 

Chris: Yep. Exactly. 
 

Brecht: At the end of the day you pay a professional who knows what he's doing to do the things, right? 
You make sure that you bought it right and then you get a lawyer and they do their stuff. 
 

Chris: Right. Now, it's going to be a lot more. You can go up to Ohio and it starts getting 3,500 and even in 
New York and New Jersey it could be 5,000 to 7,000. 
 

Brecht: Sure. I have personally run foreclosure auctions that cost closer to 200,000 and 250,000. That was 
for really big commercial developments and whatnot, and we did a lot of advertising and all that. 
Yeah, it can be more but the process is still kind of the same. You hire a professional and you make 
sure you have the money, and they kind of take care of it, right? 
 

Chris: Right, exactly. 
 

Brecht: Yeah. Maybe you can take us through the bad. I've got Las Vegas here listed as the bad. This is one 
that did not go as well as the last one you told us about. 
 

Chris: Right. Well this is a second lien actually that we purchased from a different fund. This one, it's still 
in process and it's playing out quite interestingly. We bought the note for about 25,000 and he had 
owed around 200,000 on the second lien- 
 

Brecht: The debtor? 
 

Chris: The debtor. The house is worth about 425,000, 450,000 and the first lien was owned by his 
mother's trust who's deceased and they owe about 400,000 on the first. It's actually upside down. 
We were able to get it for such an ... We paid what? A little over ten cents on the dollar for it. 
Though, the first had finally agreed to a short sale for 360,000, they were going to lose about 
40,000, and the prior owner didn't want to go through with that because they were only going to 
give them about 6,000. We were originally going to buy it for about 15, and then they said, "Well, 
in Nevada ..." I'm trying to remember what the reason was, but for some reason they raised the 
price about 10,000 on it. We still thought it was a good deal considering how much was owed and 
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the value of the house. What we tried to do initially was find a way to come up with the 360,000 
and pay off the first lien, and then we would own it free and clear for about under 400,000, and 
then obviously- 
 

Brecht: What's the fair market value on that did you say? 
 

Chris: Right now, about 450, 440, 440,000. We were trying that avenue at first then it was just such a 
stretch to borrow 360,000 plus costs, which would've been 20,000 or 30,000, on a 25,000 
investment. We kind of gave up on that and we've been refusing the short sale because they only 
want to give us 6,000. Then what we decided to do was go after the owner of the ... The person 
that signed the second lien was the woman's son and they're living in it with their family, and go 
after him for the full amount, the 300,000. We hired an attorney to do that for us and negotiating 
back and forth he wanted to look at settling, so we were interested in settling for about 175,000, 
and he just said, "No way." Then we're like, "Okay, now what do we do?" We're at the point now, 
we're going to allow the short ... I didn't care if the first lien foreclosed on him because we were 
going after him for the note. 
 

 What's nice is, you can do on a second lien, if you lose your lien to a foreclosure when there's not 
enough equity, you still have the note to go after him for and vice versa. We've done them where 
they've ended up getting the note discharged in bankruptcy through a chapter 7, and this is 
something that shocked me initially when I first got into second liens. If there's not enough equity 
on the product, on the home, and they're trying to do a chapter 13 bankruptcy and it gets 
dismissed, they can roll right into a chapter 7 and if you don't fight back, you can lose your note in 
the chapter 7 even though it's on the property. Then we've gone after him for the lien and we're 
settling too small liens that way, where we lost the note but we still have the lien and they're 
settling with us. On this one we were hoping they would foreclose. I don't like being an evil man 
but the guy wasn't willing to work with us and foreclosure's the atomic bomb of credit damage. 
 

 Then we go after him for a deficiency judgment on the debt. By doing this, they're going to give us 
the 6,000, maybe more, and then we could use that to go after him to pay for the court costs, go 
after him to settle on the note. At the same time we've been trying to sell it for about 50,000 just 
to maybe cash out. Somehow they found out we're trying sell it for about what we paid for it, it's 
like, "No, we're trying to sell it for 50 and it's our right to sell it if we want to. Why is that a 
problem?" Then they said they'd come up with another 10,000 for us, so we're at 16 and were 
trying to see if we can get maybe close to 50,000 out of it and then satisfy the mortgage and the 
note. It's kind of a roller coaster, it's going up and down, and up and down, and up and down. Right 
now we're still in a holding pattern. 
 

Brecht: Sorry. You mentioned something about not accepting the short sale. You talk a little bit about that? 
About how that plays out? What the mechanics of that are? 
 

Chris: Sure. He hadn't paid on either lien in years, and the first finally agreed to a short sale but being the 
owner of the second, we have a lot of power and we could refuse that and the only other option 
would be to pay it back or foreclose on them. The second lien has almost more power than the first 
in that regard. However, they only want to give you about 6,000 typically. That just seems to be the 
number when you allow the short sale, if you'll go away. "Here's six grand, go away." Now if you've 
only paid a couple grand for it then it might be worth entertaining, but at this point it was a 
fraction of what we paid. 
 

Brecht: What about this deal do you feel like at this point in retrospect you'd have done differently? 
 

Chris: I would have resisted paying 25 for it and just walked if they didn't want to give us the original 15, 
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because that was the original price. I've thought in my head, I can't remember what the reason was 
that we could either go after him for a higher amount or the deficiency judgment ... There was 
something that in Nevada you could get more out of it, so we figured, "Okay, it's still worth it to 
pay extra." This still has the possibility to do really well on this note because we only paid about 
ten cents on the dollar for it. I'm happy with the way it's going. If we can sell it for 50,000, we've 
doubled our money. 
 

 If we can get the other side to come up with ... I think the buyer's even kicking in 10,000, who 
wants to buy it at the short sale. We can even just get more than we paid for it, it's going to be a 
win for us. Otherwise, if all we get is the 6,000, we're still going to go after him for a deficiency 
judgment and then he can settle that out. Otherwise, he'd have to file bankruptcy and he's a 
professional. This whole thing's going to destroy his credit either way. 
 

Brecht: Right, so it really comes down to the borrower in this case, evaluating, "Is this a borrower who 
eventually is going to have some yield out of there," right? 
 

Chris: Right. That's the biggest thing on a second lien, is that it's more about the borrower, whereas the 
first lien is more about the property. Second liens are completely different animals, they're 
completely different due diligence, you got to look at his ability to pay it back. He was a 
professional so we knew that he wasn't just some unemployed guy. He had other assets and trusts, 
so that's one of the things that made this attractive to us just with the potential to which way it's 
going to play out. 
 

Brecht: Yeah. How did you do that due diligence? How did you know that when you were buying the note? 
How did you know about the borrower? 
 

Chris: We typically get a credit report with the second liens where we don't on the first liens, so we're 
able to see the credit. It was actually the credit on his mother and by digging into him we found out 
what he did, and his business, and all that. We knew that he had the wherewithal, or we hoped he 
had some ability to pay it back. It was strictly on the value of the house, the amount owed, and the 
person himself and his ability. Half the time, we're happy just settling for a reduced amount, but 
still more than we paid. A quick nickel's better than a slow dime. 
 

Brecht: Sure, definitely. Let's talk about ... You want to talk about Cleveland? 
 

Chris: Yeah, Cleveland's the ugly. This is another rollercoaster with a loop in the middle. We saw this 
property about a year ago and the note was for sale for about 35,000 and we liked it but we just 
didn't feel comfortable with it. 
 

Brecht: That's a first position? 
 

Chris: It's a first position. Yeah, it's in Ohio City which is a historic area of Cleveland. It was kind of more 
than we wanted to spend on it so we passed. Then lo and behold, they had sold it to another fund 
and we bought it from them about June or so for I think 9,000 I think. 
 

Brecht: You bought this first position note for 9,000 on this? 
 

Chris: Right. We had done some due diligence and we saw that two doors down, the property sold for 
290,000 a couple years ago. In our evaluating it, we knew the property had value, it looked worn, 
needed some work. Then we paid about 8,000 I think in back taxes because it was about to be lost 
to tax sale. Now, this person had- 
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Brecht: Did you say 8,000? 
 

Chris: Yeah, about 8,000 in back taxes to save it from going to tax sale. There's still another 4 or 5 owed. 
The owner had four state liens, an IRS lien, and the only way to get rid of those is to foreclose. We 
didn't even try and settle or get a deed in lieu or anything, we just went right to foreclosure. Then I 
was looking at it in Google Earth and I saw a blue square on the roof, I was like, "Oh no, that's a 
tarp." Lo and behold, there was a hole in the roof that had done substantial damage to the 
property. He wasn't paying the taxes, he's letting it deteriorate. Once we were able to go in under 
the guise of protecting the property, because the mortgages typically allow for preservation. We're 
changing the locks, and then they're complaining about that. It's like, "Well, we have every right to 
preserve the property." 
 

 It had been a couple of years with a hole in the roof in a place where it snows and rains, so you can 
imagine there's a lot of damage. We still factored in about $100,000 rehab budget to get it 
upgraded and looking good, and trying to get close to that. It was a little bit smaller than the 
property two doors down. To top it all off, he's living next door in a different building and his wife 
and him are separating and she's in the place part-time, living downstairs that's not damaged, so 
this is getting weird. We go to foreclosure, we have an initial meeting with our attorney, and this is 
our attorneys up in Cleveland, and the guy wants to go to mediation. Well they're very owner 
friendly in Ohio, especially in that county. We argued, "Look, he's not taking care of it, we saved it 
from taxes, the damage, he's not even living there." 
 

 Mediation's typically for when you're living there. He was ... That he wanted to stay in it as a 
homestead. Well, the judge was friendly and went to mediation and he tells us he paid it off. I was 
like, "What? Nah, come on, that's crazy, he didn't." He came up with a satisfaction of mortgage 
filed with the county, so this got interesting. Then he comes up with a ... This is ongoing now so I'm 
not going to name any names but the owners of the note at the time supposedly settled with him 
for 4,500 and recorded the satisfaction of mortgage. Then they ended up selling it to another fund 
who we were looking at last year, who sold it to the fund we bought it from. They sold a note that 
they supposedly satisfied, so this is where it's getting ugly. 
 

Brecht: Yeah, so it sounds like you bought worthless paper. Is that correct? 
 

Chris: On the surface it appears to be that but we're peeling the onion back on this one and there's a lot 
there. The biggest thing is, almost every attorney on earth has dealt with the seller who sold after 
they settled and they can't represent us for a conflict of interest. Then one of them suggested- ... 
I'm sorry. 
 

Brecht: No, no. 
 

Chris: He suggested you look at it as a title issue. Then we brought it up with the company that we do our 
O&E reports, our occupancy and encumbrance reports, which are like mini reports on the current 
owner, not back in history. Pretty much all you need when you buy these things because they 
should have cleared title when they bought it. 
 

Brecht: Yeah, and who do you use for that? 
 

Chris: Well we use Pro Title USA, and it's anywhere from 55, to 150 bucks depending on where and how 
much work they got to do, so very reasonably priced. They bring up some arguments ... Now this 
has been in the last few days where we're at with it now, in that he doesn't have a claim there 
because the company that sold it technically didn't have the right to sell it. 
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Brecht: The company that sold you the paper didn't have the right to sell? 
 

Chris: Well no, the company that sold it two back, that settled with it, marked it as satisfied ... Again, this 
is all fresh this week is where we're at with this so I'm trying to remember everything. They're 
saying he doesn't have a claim on his error and omissions because either it wasn't recorded 
properly or something's out of sequence with the order of when the assignments were recorded 
and who they sold it to. It had gone to city and city went to someone else, and then back to them. 
Then to top it all off, the company we bought it from assigned the note to someone before us. It is 
really ... It's getting ugly. 
 

Brecht: That's sort of a fund, bought it from a fund, bought it from a fund, and a couple of funds ago they 
had made a deal with the borrower to satisfy the loan for a $4,500 payment? 
 

Chris: For pennies on the dollar, right. Then recorded it. Then before we knew that we got them to 
disavow the recorded satisfaction of mortgage, so that's in there now clouding things up. Then 
when I saw that the fund we bought it from assigned the note to someone before us, that's 
another cloud. There's all these clouds that we hope will clear. Then now, we're asking him to 
prove that he paid for it. 
 

Brecht: One of the- 
 

Chris: The homeowner. 
 

Brecht: Oh, the homeowner. 
 

Chris: Homeowner. "Show us proof you paid $4,500," because the fund that sold it after they satisfied it 
has not replied to our request for proof of payment. He signed the agreement, but did you actually 
pay it? If he didn't, and there's no proof that ... All you'd have to do is have a canceled check or a 
bank statement. If he doesn't have that, then we still have a legal avenue. It's playing out quite 
interesting. 
 

Brecht: Where could this have gone better? Is it in the due diligence portion? Was it the source of where 
you bought it? What do you think went wrong with this? 
 

Chris: Well, I was looking at the contract from the company we bought it from and they've said, "You're 
on your own, you better know what you're doing because we're not liable for any problems at all." 
Even though that satisfaction of mortgage was recorded, I'm trying to remember what Pro Title 
was saying that it wasn't recorded properly so it didn't show up on title but it wasn't picked up 
because it wasn't indexed against the mortgage and signed by that company that settled it because 
they weren't a valid signer or the assignment changed. They technically didn't have the right to 
settle because at the time they didn't own it. 
 

Brecht: Oh boy. 
 

Chris: It's ugly. 
 

Brecht: Yeah. You have attorneys for this obviously? 
 

Chris: Right, but he's going to have to excuse himself or recuse himself because he's done work with 
them, to go after the fund in Florida, our attorney there has worked with the fund we bought it 
from so every attorney we talk to says, "No, we can't help you. One way or another we've worked 
with them and we have a conflict." It's going to be getting like maybe a litigation attorney because I 

 
-- Transcript Provided by DistressedPro.com -- 



 

think maybe we can go after the company we bought it from, from the servicer that illegally sold it. 
Then maybe even the title company. I contacted the county to see if we can get a refund on the 
taxes, I highly doubt that. Then we put a grand into a big tarp, so we're in it for about 20,000 and 
trying to see how it's going to play out. If anything, we'd just be happy getting the money back and 
calling it a day. 
 

Brecht: Yeah. I think it really speaks to how careful you have to be about who you're doing business with, is 
the best lesson from this. I hear from a lot of people about there does seem to be sort of a ... You 
mentioned fund sold it to a fund, sold it to a fund, and there does seem to be a lot of chains if you 
will, in this business where things just sort of ... It's like an echo chamber, things are pretty 
contained in a pretty small community. You're even talking about that it's difficult to find council 
that isn't tainted by, or hasn't done ... I shouldn't say tainted by, but hasn't done business with 
what sounds like would be your opponent in this legal battle. It's interesting commentary and I 
think when we talk about ... Everybody who's bought a pool these days is a hedge fund, right? Or 
that's what they're holding themselves out as, and not all of them have been maybe doing this 
business for very long. Different sort of things happen like the cracks that you're talking about, the 
things that are falling through. Is that a fair assessment would you say? 
 

Chris: I would say that, and also being careful where you buy from. When I first started, I was approached 
by a broker who you would call him a joker broker, who had someone else that was trying to sell a 
note, an expensive, like $400,000 note, and all they had done was hijacked the paperwork from the 
county and were claiming to be the owner and their name was slightly different than the actual 
owner. My digging through their paperwork and their letters seemed kind of bogus and scammy, 
and trying to verify that name was very difficult. Then actually one of the funds that we do buy 
from, I met them calling them, like, "Do you know who this person is, he's holding himself out ..." It 
was like, "No," but that got me a good relationship with the real owner. They were completely just 
fraud, just downloaded the paperwork from the county and were saying, "They had the money, 
send us the money." 
 

 That leads to what we talked about originally earlier, was this new fund that's out now where 
everything's escrowed. I like the idea of, if I haven't done business with any fund, I'm probably not 
going to send them the money. It's going to go to my attorney and then they're going to send the 
paperwork to our document storage company which now is Orion here in the Dallas area. Orion 
scans them all and stores them and everything's kept in fireproof cabinets. Then have the 
paperwork go to them, verify it is authentic, it is the note, the original mortgage, the original note. 
Then the attorney releases the funds. It's so important because that's how regular real estate's 
sold. Just to blindly send money to people, it's just a recipe for disaster. I got in a big fight with 
someone about that because they just wanted me to send money to them, someone who I had 
gone through education with, and I just can't do it. Now, I get in trouble and I'm the bad guy 
because I'm trying to protect myself. 
 

Brecht: I've actually never done a deal that didn't go to escrow, of any kind, ever. We always have council 
for any of my clients or customers, and I've always had council and funds always have a pit stop in 
escrow before being released after satisfactory review of everything. What you're asking for isn't 
really outside of the norm in any way, and I think that is a really good practice going forward. 
Otherwise, you have no way, it's very very difficult once the money has completely left, it's very 
very difficult to get it back. 
 

Chris: Right, especially if they just send photocopies of everything and it's not the originals. 
 

Brecht: Yeah. I think there's a couple of lessons from that one, is to be really careful of the source. It's one 
of the reasons why I like to talk about a lot like how important it is to go direct to the seller and to 
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find the real sellers who actually have the assets to sell, and to deal directly with them and to have 
proper legal counsel and due diligence and all of that. I really appreciate you coming on here and 
laying this down for us so we can have a full view of the good, the bad, and the ugly in the note 
business as you called it. 
 

Chris: Well yeah, thank you. I'm glad to talk about that buyer beware. People call it the wild west and it is. 
There's people holding themselves out as these brokers that are in a daisy chain with another 
broker, and another broker, and to send them money is just so risky. 
 

Brecht: It is. Well I really appreciate you coming on. If somebody wants to get in touch with you about 
business, how would they do that? 
 

Chris: Probably the best way you can send ... Our website is there, and do a contact form, it's 
SilverwoodLLC.com, real easy. Silverwood LLC, or info@SilverwoodLLC as an email, and our 
number's on the website there also. 
 

Brecht: Well great. Chris, really appreciate it, thank you for coming and talking about these and sharing 
your wisdom and your experience with this. I look forward to hearing in the future about the 
satisfactory resolution to this where you actually end up making a bit of money on the bad and the 
ugly here. 
 

Chris: I'd love to share that with you Brecht as they work out, and thanks again for having me on, I really 
appreciate that. 
 

Brecht: All right, great. Thanks Chris. 
 

Chris: All right, Bye. 
 

Brecht: Bye. 
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