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COMPLIMENTS OF THE COURSE

CREATORS BLOG

Get More Business — Have You Heard? The Investors Are Coming!

Remember when we first started talking about short sales and REO's and some of the agents
jumped on the bandwagon early, saw the opportunities of a trend, built relationships with lenders
and closed lots of REO and short sale transactions because they established their place in that
market early? Remember how you wondered where they got all those listings? Opportunities are
always present in real estate if you understand the trends and move early on them_Don't miss out
this time around.

In Tucson, Arizona you are at the start of a strong investor trend. Get ready now. We are not the
only ones who think so. On June 3rd Inman Mews released an in depth special report “10 Best
Markets for Real Estate Investors.” The report analyzed a number of factors that investors look at
including, pricing, anticipated appreciation market rents and other factors and ranked Tucson as the

4th best market in the United States. Get a copy of the full report.
Amaong the statistics that are appearing in our industry:

* Investors accounted for 21 percent of transactions in the first three months of 2011,
and 33 percent of transactions during that period involved cash buyers — the highest
share since NAR began tracking that statistic at the end of 2008.

+ Distressed property sales including foreclosures and short sales accounted for 40
percent of existing-home sales in March, NAR said, and investors bought 54 percent

of those properties, according to economic research firm Capital Economics.
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SETTING THE STAGE
EVOLUTION OF FHA

A Federal Housing
Administration
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SPUR HOUSING TO GET THE
ECONOMY MOVING!



FHAO THE ORIGINAL SHERIME
LENDER

A1983 & 70%
A1993 - 33%
A2003 & 3%

A2011 8 62%
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1. FHA REQUIRES ALL HOMES
TO HAVE A STOVE.




2. INDIVIDUAL INVESTOR
LENDERS WRITE THEIR OWN
FHA GUIDELINES
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3. FHA LOANS REQUIRE A
MINIMUM CREDIT SCORE OF 62(




4. YOU CANNOT GEHA
FINANCING IF THE HOME HAS Al
UNPERMITTED ADDITION




o. IF THE POOL IS EMPTY OR
COSTLY TO FILL THE BORROWE

SHOULD USE CONVENTIONAL

FINANCING




6. CONCRETE FLOORS CAN MEI
THEFHAREQUIREMENT FOR
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/. ALL SECURITY BARS MUST
HAVE A QUICK RELEASE
MECHANISM
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8. DEADBOLTS REQUIRE THAT T
KEY BE IN THE LOCK AT THE TIN
OF INSPECTION
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9. FHAINSPECTORS ARE
PERMITTED TO WAIVE CERTAI
oMI NI MAL COMPLI ¢
SUCH AS A CRACKED OR MISSII
ELECTRICAL OUTLET COVER
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10. A SELLER SHOULD DO ALL
SCRAPING AND PAINTING PRIOI
TO LISTING THE PROPERTY




11. ALL BROKEN AND CRACKEL
WINDOWS MUST BE REPLACEL
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12. ACURRENT TERMITE REPOF
IS REQUIRED FOR AEHA
FINANCING
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FHA APPRAISAL REALITIES

A Appraisers are not employed by
FHA, they are FHA certified

A Typical cost $400

A Review adds additional safe,
sound & secure issues

A It is easier to go from FHA to
conventional than it is to go from
conventional to FHA

ROUNTABLE DISCUSSION
OCURRENT APPRAI



FHA APPRAISAL PREP
CHECKLIST
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Sue Pullen's Mortgage Insights
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wall Sue Pullen's Mortgage Ins... - Most Recent «
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Sue Pullen's Mortgage Insights
From Mational Mortgage Mews - Connecticut Mortgage Banker Plans to Hire 50 LOs

Published: 2011-07-25 05:00:00 GMT
Read: Full story
Source: Mational Mortgage Mews

f’ 3 hours ago via RSS Graffiti * Like * Comment * Share
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Sue Pullen's Mortgage Insights

@ wall Down Payment Assistance for Home Buyers --- Yes There Is Money
Out Therell

] Info Here are three homebuyer assistance programs for Pima County and the City of

A0 Friend Activity Tucson that are currently available. ..

u YouTube [=] Saturday at 8:52am - Like - Comment - Share

Photos
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f’ R53 Graffit Credit: What is It? And How to Establish New
; Credit - By Sue Pullen

[ Notes gdata. youtube, com

Thiz 10 minute video has two parts. Part 1 explains
About what credit is and what affects it, Part 2 tells you

] how to establish new credit, If you have questions
Your Personal Mortgage Advisor after you view this video, give me a call or send me
for Life! — Check out an email.




CREDIT & QUALIFICATION ISSUE:

A No Minimum Credit Score

A General Investor Overlays 640

A 660 and Better Improves
Pricing

A Bankruptcy: 2 years from
chapter 7

A Short Sales: 3 years

JUDGMENTS MUST BE PAID Al
EXPLANATION LETTERS ARE
REQUIRED



DOWNPAYMENT& GIFT FUNDS

A 3.5% From Borrower
A Third Party Can Contribute Up to 6%

A Gift Funds
Requires Gift Funds Letter
Copy of Bank Statements ,_
1 % Upfront MIP (Paid as Part of Cost§

Plus Monthly Fee (Downpayment
Based)

ROUNTABLE DISCUSSION
OGI FT FUND 1 .



SPECIFIC FHA PROGRAMS

A1-4 Units
AKiddie Condos
ABond Programs

ADownpayment
Assistance

Tl

NOTE TO SELF:
WE LIVE IN A UNIVERSITY TOV
RIPE FOR INVESTORS



KIDDIES & CONDOS

A 4-" ,g ..,';x, .. _
2 i ,423 J ‘0(

:]?“J.’ﬂ“

&

5.‘\ -



THE APPROVED PROJECT
CONDO LIST



https://entp.hud.gov/idapp/html/condlook.cfm
https://entp.hud.gov/idapp/html/condlook.cfm

FHA ANH-LIPPING RULES

A 90 Day ownership rule

A Takes into account a 20%
profit limitation on the
part of an investor

A Document repairs

A Secondary appraisal and
additional home
iInspection rules imposed

NOTE TO SELF
DISCLOSURE TO INVESTOR BUY
OF DISTRESSED PROPERTIE:




MANUFACTURED HOMES

A Built After 1976
<] A Must Still Find an Investor
A Foundational Certification

. A $75 for HUD Tag
Information

" A Relocated homes Not
— ' eligibile
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GOOD LUCK WITH LENDER
INVESTORS INDIVIDUAL
LIMITATIONS AT THE MOMENT




DOWNPAYMENASSISTANCE
PROGRAMS & MCC PROGRAMS

A Mortgage Credit

Certificates (MCC) Arizona fomeduyer

A Family Housing
Resources

A Local Bond Programs

A May affect commissions
and fees

JOLUTIONS"

A Dlviion of Family Housing Resources, Inc

CLASSROOM ROUNDTABLE
WHATS8S CURRENTL®



FHA 203(K) LOANS OVERVIEW

A FHA 203(K) loan first introduced
in 1978

and preserve its existing housing
stock.

APopular in the

A Wiped out by ease of other
financing

WELCOME BACK TO Tt
FUTURE!



FHA 203(K) LOANS OVERVIEW

A There is $165 billion in home
renovations each year.

A Financing is needed for properties in
) disrepair due to vandals, theft and
k. =  neglect.

A The FHA 203(k) loan is based on
oafter repair vall
escrow account to complete the
repairs needed to bring the home to
a condition that lenders feel safe.

TODAY THE NEED IS
GREATER THAN EVEF

| &




FHA 203(K) STREAMLINE
TARGET MARKET

A Owner occupied Borrowers (no
investors allowed)

A Non-occupant ceborrowers are
allowed

A REO / Foreclosure / Short Sales

A Renovations that have not been
completed

A Properties with outdated kitchens
and bathrooms, etc.

INVESTORS BENEFIT E
BEING THE SELLERS



CREATING MARKET DIFFERENTIATION

A Helps you differentiate your
listings from your competition

A Helps you increase sales and
income

A No need for the seller/bank to
repair the property

A Low down payment (3.5%d)ased
on the acquisition cost (purchase
price plus rehab costs)

SELL MORE DISTRESSI
PROPERTIES



CREATING INSTANT EQUITY IN A
DISTRESSED SALES MARKET

A Purchase Price
$73,000

A Repairs of $21,500
A Total Cost $94,500

A Completion Value
$106,000

INSTANT EQUITY OF $12,50(



UPDATING & RENOVATING YOUR
DREAM HOME

A Purchase Price
$95,000

A Repairs of $15,000
A Total Cost $110,000

A Completion Value
$123,000

INSTANT EQUITY OF $13,000 AN
ALL THE COMFORTS OF HOM|



ASSISTING WHOLE NEW
GROUPS OF CLIENTS

A Assisting Those
With Disabilities

A Fulfilling the
True Promise of
Fair Housing




SO WHO QUALIFIES TO DO THIS?

Owner Occupied borrowers only

640 minimum credit score(although FHA has no minimum score)
3.5% minimum down payment

Gift funds are allowed

No cash reserves are required

6% contributions allowed toward buyers closing costs & prepaids
No bankruptcy within the past 2 years

No foreclosure or short sale within the past 3 years

31/43 qualifying ratios, can be higher with AUS approval

o To To Po To Do Do o I»

NOTE TO SELF:
THIS IS ALL A LOT EASIER THA
CONVENTIONAL REQUIREMEN
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WHAT PROPERTIES QUALIFY FOF
THIS?

SFR; PUD®s; 4pitwn 2 __
properties (however 34 unit '
properties require 3 months

reserves).

Manufactured Homes

Condos in approved projects only -,
Properties must be 100% complete \
and at least 1 year old. No partially

built homes(must have a certificate

of occupancy).

TO CALCULATE USE SALES PRICE
REPAI RS OR 110%
COMPLETEDO APPRAI



WHAT ARE THE LENDING
AMOUNTS INVOLVED?

A Maximum FHA loan limits apply

A 10% contingency reservéalthough
not all lenders require a
contingency reserve)

A Maximum rehab is $35,000
(including the 10% contingency
reserve and the supplemental
origination fee)

REHABILITATION LIMIT
$1TO $35,000



