Coming up …
3 Types of JVs
At any time in your property investing,
teaming up with someone else can be hugely
beneficial. In property, we call this a joint
venture, or JV for short. There are so many
different ways to structure a JV, but fear not,
in this pack we’ll take you through it all.
We hope that after you’ve finished reading this, you’ll know
everything you need to know, from finding your potential JV
partners and how to set them up. Of course, everything in
investment comes with a bit of risk so there’s an article at the
end on how to conduct due diligence to protect yourself and your
money as much as possible.
Simon Zutshi is one of the UK’s most successful property
investors. He founded the property investor network
(pin) and is author of Property Magic, so it was a
no-brainer to team up with him to create this guide
for you.
With best wishes for your future investing,

The YPN team

5 How to set up JVs
6 How to find investors
8 Due diligence basics

Warning …
While you can make a lot of money through
JVs, like anything in property, things can
go badly wrong and there is always the
possibility that you might lose money. So
you must know what you’re doing and be
selective with who you work with. Doing
your due diligence on both the person and
the deal is essential, and really take your
time to find out whether you will be able to
work with this person. Finally, it’s vital that
you accept personal responsibility for your
investment decisions.
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TYPES OF JV
B

efore you start working with
other people, you need to
understand the different
ways that you can work with them.
Although this pack only focuses on
JVs, it’s very useful to understand
that there is more than one way to
work with investors, and it’s really
important to know the correct
terminology when you want to work
with others to avoid any confusion.

PRIVATE LOANS
A private loan is when one person lends another person money
in exchange for a fixed return. If someone has money in the bank
that isn’t generating a good return, they might be interested in
loaning it out to you. You could also be this person and lend your
money out to others. Of course, you need to check people out
and have security measures in place to protect everyone.
Oftentimes, people will say they are looking for JV partners, when
in actual fact they’re looking for private loans.

FINDER’S FEES
This is a great way to make money, and is a great way to start
investing. Once you’ve learned how to find great deals and get
good at it, you may end up in the position where you have more
deals than you can use, or you’re finding ones that don’t work for
you and your criteria. Why not package these ones up and sell
them to other investors?

3

How to find Joint Venture Partners
to fund your next property deal…

With JVs, you will share the risk and

• JV on Purchase Lease Options

• JV with a seller – In the right

the reward, as opposed to paying an

(PLOs) – PLOs are one of Simon

circumstances, you can work with

investor interest before your profit if

Zutshi’s favourite strategies! You can

someone who is selling their property

you have a private loan. Both you and

control a property without owning it,

and apply your specialist knowledge

your JV partner will benefit from the

and still benefit from the cashflow

to help them sell it. This is also called

profit at the same time.

and long-term capital growth with

an Assisted Sale. You can be paid a

the right to buy it in the future if you

fee in exchange for assisting them.

There are several ways that a JV can be
set up. Here are some of the options:
• Fixed-return JV – While this is a joint
venture, it acts a little bit like a loan.
You can agree a profit share and a
fixed return rather than a percentage
of the total profits.
• Profit share JV – When people talk
about JVs, this is usually the type
they’re talking about. Both parties
share some of the profit, but also
some of the risk. If the project goes
wrong, you both lose money, but if
it goes well, you both share in that
prosperity.
• Forming a company to buy property
– Most investors invest using a
company structure, so if you decide
to do a JV, you may form a company
together to buy the property. You both
may be shareholders or directors of
the company, but it’s important that
it’s set up properly tax-wise.

want. It doesn’t require much money
to do them (typically, around £5,000£10,000), but if you don’t have that
money, you can either do a private
loan or a JV where someone puts the
money in and you share the cashflow.
• JV on rent-to-rent (R2R) – This

• JV with a property owner – This is
a really interesting and creative way
to set up a JV. If you find someone
who has a property that needs to
be developed in some way, you
could JV with the owner instead of
purchasing the property and dealing

can be set up in a very similar way

with all the hassle that comes with

to JVs on PLOs. If you’re getting too

that. Perhaps the owner doesn’t

many R2R deals coming through

have the knowledge, money or time

than you can do yourself, you could

to do it themselves, and if they’re

team up with someone who has

flexible about when they get their

some money and share the cashflow.

money for the sale of their house,

In return, you’ll do all the work and

then they could you could offer them

management of the R2R. The JV

more money, as the profit from the

partner not only gets a return, but also

development is split between yourself

has the opportunity to learn about the

and the owner. This is a win/win for

process.

everyone!

• JV on a marketing campaign

If there’s one thing you take away

– Maybe there’s someone in your

from this article, it’s that you don’t

local area who knows how to find

necessarily have to buy property

great deals and has time, and you

together to do a JV. There are so many

have the money but don’t have the

different ways to work with other

time to find deals, you could team up

people!

together. You would pay for marketing
campaign (landlord letters, leafletting),
and you share the leads that come
out of it.
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N

ow that you know a little
more about what JVs are,
what options are available
and how they work, it’s time to
learn about how to set one up.
We’ll take you through step by
step on what to do …
1

Find a project that stacks. By this,
we mean that it must have a great
profit margin, because if it doesn’t
then there isn’t going to be enough
to share with whoever is going to

6

come in on the deal with you.
2

Agree a business plan. Before

it’s much easier to think about this

should also have a back up plan,

at the start before you enter into the

just in case things don’t go as you

deal than at the end. You also need

expected.

to make sure that it is in writing, so
that it’s clear what you agreed.

Keep it as simple as possible.
7

reasons why deals don’t actually
happen.

5

money as much as possible.

what the potential exits will be, and

What do you hope to achieve? You

4

exit routes. Selling the property

hold onto it. You need to think about

and how you’re going to get there.

agreements, and it’s one of the

yourself, your business and your

it’s more complex if you’re looking to

need to know where you’re going

People often overcomplicate these

was agreed. You need to protect

would be the simplest solution, and

you do anything together, you

3

Plan an exit route that suits
everyone. JVs can have multiple

money in doesn’t have any more.

and hold? Everyone needs to be on

You need to think about these

the same page.

things in advance.
at above, things can go wrong in

hoping to JV with a builder, for

property, so it’s important to always

example, and hope that they can do

have back up plans in place. For

the work for free, then you need to

example, if the original plan was to

ensure that they are indeed able to

sell, is there a demand to rent it out

undertake that work and they won’t

instead?
Get proper agreements drawn
up. It’s recommended to get
agreements drawn up by

happens to the company, it can

11 Always JV with people you like and
trust. Following on from point 10
above, you need to know, like and
trust who you’re going to be working
with. Here’s a little test to ask
teaming up with someone:
1

Do you know and like them well
enough to invite them around to
your house for dinner with your
family?

2

Would you feel comfortable if they
stayed the night afterwards?

3

Would you like it if they spent the
entire weekend with you and your
family?

professionals to protect yourself
and your JV partner. It can mitigate
any disagreements over what

5

credit rating. Even if something

yourself when you’re considering

Always have a Plan B. As hinted

from the transaction. If you’re

with their other commitments?

to someone, then it can affect your

teaming up with.

you doing the JV to sell or refinance

truly work for everyone and fit in

mortgages or are financially linked

it’s so important to know who you’re

Maybe the person who put the

9

in your own names and getting

or taking longer than expected,

What are you hoping to achieve? Are

In practice, does the agreement

someone and you’re operating

the project ends up costing more

additional money is coming from.

be needing income from elsewhere.

ratings. If you’re doing a JV with

affect your credit rating. This is why

then you need to know where the

8

association will affect credit

Build in a financial contingency. If

Start with the outcome in mind.

Consider what each party needs

10 Bear in mind that a financial

If the answer to any of these are ‘no’,
then is it a good idea to be going into
business with this person?
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I

t’s all very well and good knowing what a JV is and how they work … but there’s one crucial
element that can make or break a JV – finding the right partner. In this section, we’ll talk you
through how to find investors, how to structure the deal to make it as safe as possible and how
to ensure it works for everyone. However, remember that every person and deal is different, so
you need to know the best solution that works for you, your situation and your JV partner.

There are loads of ways to find potential
investors, and it’s not as hard as you might
think. Here are a few suggestions to start
you off …

TALK TO PEOPLE!
Be prepared to share your business plans
and ideas with anyone and everyone. Get
some business cards and get networking.
People come to property training events
and networking events because some have
deals that need funding, and others have
some money that needs investing. If you’re
not out there networking, no one will know
what you’re looking to do. You need to be
proactive.

KNOW WHAT RETURNS
YOU CAN OFFER

be a 50-50 share (where
one person does the deal
and the other provides
the money, and the profit is shared equally).
It’s really important that you have a clear
idea of what will work for you, so you can
give potential investors the confidence to
invest with you.

FRIENDS AND FAMILY
The very best people to work with are
friends and family. They (hopefully!) already
know, like and trust you, as opposed
to having to build a new relationship
with someone you met at a networking
event. Some people don’t like the idea of
approaching friends and family for money,
because they may feel embarrassed or fear
rejection. To get over this, you could ask
them if they know anyone who is looking
to get a better return on their money. You’d

be surprised at how many friends and/or
family members have money tucked away
in the bank, and may want to achieve better
returns.

WHO HAS MONEY IN
THE BANK?
Following on from the point above, people
can be secretive when it comes to their
bank balance. It can be seen as uncouth to
discuss money. You never know who might
have something, so make a list of everyone
you know.

WHO HAS EQUITY?
Some people might have equity in their
house, which can be released and used to
invest further in property. It must be done
in the correct way, but even if someone
doesn’t have money in the bank, it doesn’t
mean that they can’t work with you.

Once you’ve found a good deal, you need to
work out the numbers and how much
you can afford to give someone
else in exchange for them
lending you their cash. It might
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After you’ve found someone to work with, you need to
draw up some agreements to protect each other. Doing
this at the beginning will reduce the chances of a messy
fallout later on.

1 Loan agreements
You should always have a loan agreement or a JV agreement drafted
so that everyone knows what has been agreed.

2 Heads of Terms
When setting up a JV, you will need to discuss the Heads of Terms.
This is something that you agree between yourselves, and is then
sent over to your solicitor to incorporate into the loan/JV agreement.
It should incorporate everything that you both agree to do in order to
fulfil your respective roles.

3 Deed of Trust
This is a legal agreement to specify how a property is held between
two owners. If you’re doing a deal in someone else’s name, you
should have a Deed of Trust in place to protect you. If a deal is being
done in your name, you should give the other person a Deed of Trust.

4 Shares in company
A lot of people do deals within a company structure nowadays. It’s
debatable whether they are worth anything, but if the company owns
and controls the asset that you’re buying, then the shares have some
sort of a value.

5 Ownership of property
If you get your JV partner to buy a property in their name or in their
company, then they have full ownership and control over it.

6 1st/2nd charges
A 1st charge is what a bank would get. If the person who borrows the
money defaults and can’t repay, then the investor would repossess
the property and get their money back. If you’ve teamed up with
someone who has put a lot of money into the deal, you could offer
them a charge to protect them. A 2nd charge sits behind the first. If
someone has a 2nd charge and they don’t get get their money back,
they can take the owner to court.

7 Security over other property or assets
If a 1st or 2nd charge can’t be made, you could offer security over
other property or assets you have instead.

8 Personal guarantee
If you have a JV in your personal name and you don’t pay the
money back, then your partner could take you to court to pursue it,
however if you’re doing it through a company structure, and it folds
or disappears, the directors could theoretically walk away. With a
personal guarantee, the investor can still pursue the company owner
or director personally for the loss.
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Make it work for everyone
They say that property is a people business, and it’s
certainly true when working in a JV. Here’s some advice
from Simon Zutshi to maximise your chances of
success.
• Communicate! You should always be open and
honest in your communications.
• Treat people how you would like to be treated.
Being kind and treating your partner with respect
will go a very long way.
• Flag up issues and bad news. Things will always go
wrong in property, but you should always share the
bad news as soon as you find out.
• Work together. It’s in the name – JV partners. The
only way you will be able to move forward is by
working together to find a solution.

How to find Joint Venture Partners
to fund your next property deal…

When you’re working with other people,
you need to do some due diligence to
ensure that they are who they say they
are and that the deal is indeed real. After
all, you need to protect yourself and
your money. We’ve split this up into two
distinct parts: due diligence on the deal,
and due diligence on the person.

Due diligence on the deal
When looking at a potential deal, some
questions to ask yourself and your
potential partner include:

WHAT EXACTLY IS 		
THE DEAL?
You need to understand what will
happen, what the end goal is and how it
will be financed. If you don’t understand
the deal, don’t do it.

WHY IS IT A GOOD DEAL?
Walk through the plan for the deal and
figure out why it’s good and whether it
fits in with your strategy. A good deal
for someone else may not be a good
deal for you.

WHAT IS THE PURCHASE
PRICE AND END VALUE?

WHAT IS THE RENT AND
DOES IT STACK UP?
If you’re planning on renting out the
property, you need to make sure that
it will generate money every single
month, otherwise it’s not really worth
doing.

DOES IT MEET YOUR
PERSONAL INVESTING
CRITERIA?
You might have certain cashflow or
return on investment requirements,
or are only interested in buying for
the long term rather than selling it. It
all depends on what you’re looking to
achieve and whether the deal that’s
presented is right for you.

WHAT’S INVOLVED AND
WHAT ARE THE TIME
SCALES?
You need to be clear on this. If you’ve
found a great deal and are looking for
a JV partner, then you need to ensure
that the potential investor/JV partner
understands it too. When will you need
the money? How quick will they get the
money back? Who will do what? This is
the level of detail you need to go in and
think about.

ARE THERE ALTERNATIVE
EXIT STRATEGIES?
What if you can’t do what you plan to
do? If you’re buying to sell, is there are
demand to rent it out? Make sure there
are alternative strategies so that you’re
covered, no matter what.

You need to understand what the
property is worth now, what needs to
be spent on it and what the estimated
end value will be.
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Due diligence on the person
It’s essential that you do your due
diligence on the person you’re looking
at working with to protect yourself
and your money. Just because
someone has a deal or money doesn’t
necessarily mean you should work
with them. Here are some things to
consider:

HOW WELL DO YOU
KNOW THEM?
We touched on this previously, but you
should know, like and trust the person
you’re going to be teaming up with.

WHAT ARE THEY BRINGING
TO THE PARTNERSHIP?
Remember, you want complimentary
skills and/or resources. For example if
you have the money and someone else
has the deals then that could be a really
great partnership.

CAN THEY DELIVER THEIR
PART OF THE DEAL?

ASK OTHER INVESTORS
ABOUT THEM
Someone who has worked with them
previously might be able to vouch for
your potential partner’s character and
experienced. On the flip side, they
might be able to warn you about
something unpleasant.

ASK FOR REFERRALS OR
TESTIMONIALS
Don’t be afraid to ask your potential
partner for referrals or testimonials.
They should be happy to share the
details of people they’ve worked with
previously and perhaps share some
case studies.

DO SOME ONLINE
RESEARCH

HAVE AN OPEN
CONVERSATION ABOUT
ANY CONCERNS
If anything comes up during your due
diligence that concerns you, then you
should speak to your potential partner
about it as there might be a reasonable
explanation. If you can’t talk to them
about that, then are you going to be able
to discuss any problems that arise while
doing your deal?

ARE YOU HAPPY TO WORK
WITH THEM?
This is the most important question
of all! If you’re happy with all the
information you have and you still want
to continue working with your potential
partner, then we wish you the best of
luck in your future endeavours!

Check out the person’s LinkedIn,
Facebook or other social media
profiles. You could even Google
them and see what comes up.

Finding a great deal and project
managing are two very different skills.
You need to make sure that your partner
is fit to deliver what they promised.
Likewise, if someone is going to put the
money in, you need to make sure that
the money is ready and available.
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