WPREIA Newsletter - November 2012
Our next meeting is scheduled for Tuesday, November 20th

Agenda:
6:30 - 7:00 Early Bird Class with Brain Snyder. If you haven’t made it to see Brian, then
you are missing out on some really important content.
7:00 - 8:00 General Announcements, Legal Minutes (Arthur Smith and Rob Xides),
Accounting Minute (Marty Schwartz), and Insurance Minute (Rebecca
Wanovich)
8:00 - 9:00 HOME DEPOT with live product demonstration. Learn how to save money
doing your own repairs, also a special on carpets and a message from the
Regional Manager of Home Depot

Next Social Networking Event will be downtown at Tambellini’s Restaurant. Date and
time to be announced, so keep your eyes open for that Evite.

Forum - Several sections of the forum came on line since the last meeting. No, I am not going
to tell you which ones. Just go to the web site (pittsburghreia.com) and hit the forum tab to see
for yourself. Now for the important part YOU NEED TO GET YOURSELF REGISTERED, SO THAT
YOU CAN POST YOUR QUESTIONS FOR OUR EXPERTS TO ANSWER. As the forum grows, we
can grow to cover almost any question that you can think of, so get in there and ask. This is
free education and advice; this is the sort of stuff that people pay big $ to learn.

December meeting - you won’t want to miss this one --- In the Spirit of Christmas, I will be
cleaning out my closet and giving away $$ THOUSANDS OF DOLLARS $$, worth of real estate
educational material.

Message from Josh - In a continuing effort to provide our members with valuable subject matter
experts to assist in your investment journey, I want to introduce Ron Manges from First National Bank of
PA. Ron has 20 years of experience in the financial services industry. He will be providing us with
informative articles and presentations throughout the year, aimed at assisting you with realizing your
real-estate dreams. My advice to you is to use Ron as a resource. Reach out to him and ask questions.
Several of our members have already done business with Ron and will tell you that it is easy to work
with him, he provides resourceful options and follows-through from start to finish.
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Home-Equity 101
After scouring the real estate market, you finally see a property that fits within your investment
strategy. “Where will I find the money to do this?” “I don’t have the extra cash lying around for a down
payment.” These are hurdles often faced by both aspiring and established real estate investors. Quite
often the answer is right in front of you, and it’s the equity in your home.
Home Equity loans can provide a quick and effective source of money to use as you wish. I have assisted
countless individuals in obtaining home equity loans, and it’s typically an easy and inexpensive process.
Let’s take a closer look at how these popular loans work.
Loan to Value (LTV)
Simply stated, the equity in your home is the value of your home less any mortgages that you currently
have. This equity can be used for loan collateral. Banks use a multiplying factor to establish the Loan to
Value (LTV for short), which is an underwriting guideline used to determine lendable equity amounts.
The LTV range is often as high as 85% to 100%.
Here’s an example of how lendable equity is determined for an 85% LTV on a property valued at
$100,000 with an existing mortgage of $25,000:
Value of Home

$100,000

Multiplied by LTV %

X

85%

$ 85,000
Minus Existing Mortgage

$ 25,000

Lendable Equity

$ 60,000

It’s actually a pretty simple formula. What if there were no mortgage on the above property (it was
owned free and clear)? Would the lendable equity still be 85% LTV? The answer is yes. On a $100,000
property, the lendable equity would be $85,000 – cash that you might be able to borrow!

Credit Line Versus Fixed Rate
There are two types of Home Equity loans to consider:
Fixed loans offer a fixed rate, with a defined payment amount for a defined period (think of a car loan,
except in this case your home/property is used as collateral). Here’s an example:
$25,000 10 year loan @ 3.89% = $251.81 per month
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Home Equity Lines of Credit (often called HELOC’s) offer a defined credit limit, and you can borrow
against the limit as needed, paying back only the amount of your outstanding balance (just like a credit
card where, once again, your home/property is used as collateral). The rate is a variable rate, usually
following the Prime Rate, with a percentage factor (or none) added.
HELOC’s are the most popular type of Home Equity loan. They offer flexible spending (borrow as you
need it), and your line of credit stays open for continued use as the balance is paid down!
Be sure to ask about HELOC monthly interest-only billing options and affordable closing costs.
Give me a call or send me an email, and let’s discuss some ways you can free up your home equity and
put your real estate to work for you.
Next time we’ll discuss ways to use investment property as home equity collateral, as well as other
creative ways to leverage your real estate values.
Ron Manges
First National Bank
724.493.1610
manges@fnb-corp.com

Finding and Hiring a Contractor
Finding a contractor is as simply as saying “Who did you use” and “how did it work out”
with your real estate group friends. Words travel fast, monthly meetings, blogs, tweets, forums, etc.
Those words tell the whole story on the contractors’ ability to satisfy and perform.
So now the question is: What does a contractor have to have in order for you to hire them?
It doesn’t matter what kind of contractor being GC, Plumber, Electrician, HVAC, they all need to have the
same criteria before you sign. Once your assured that they come with a strong referral from somebody
in your group, it’s pretty good sign it’s time to take the next step.
Communication-Did they answer right away, or promptly call you back in a reasonable amount of time.
This is important it because it shows respect to you to take your call. Some contractors just won’t
answer or call you back.
Ability-Ask if they can complete the entire scope of your job, do they have what it takes to perform the
task. Yes is usually the answer, so ask some questions: how long in business, how many workers, how
did you learn your trade. How many subs do you use. Can they talk the talk.
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Work Load-How busy are they right now, how many are they working on. 2-3 maybe 4 at one time
should be manageable for a contractor. Find out at what stage each project is in. Can they fit yours’ in.
Maybe they’re available right now. Can you visit a job site, this answer better be absolutely!
Job Site Management-Once you get to that job site now you can tell how they run their ship. Neat,
orderly work flow, or are things out of sync, what are the workers like, does he have enough workers
there? What about the quality of that job, is it satisfactory? The contractor should be able to give you a
grand tour and know everything that’s going on and provide explanation for all steps.
Estimates and SOW- An estimate comes from a strong Scope of Work. Ask them for a sample copy. You
need to work with them on this, the SOW is everything, the bible for that project, the goto book, it’s
priceless! This is the document that tells the story of what’s going to happen, what not to touch, what to
give special attention to, what gets done first, so on and so on. Your estimate and your contract is
derived from the Scope of Work, so it’s kinda important!
Contract- This document along with the SOW keeps disputes to a minimum, it keeps all parties on the
same page, ask for a sample contract for a job similar to yours. It tells agreed price, time frame, draws .
Payment and get started- Draws are agreed upon by both parties, typical 1/2, 1/4, 1/3 payments work
most of the time. Good contractors will work on a structured payment schedule. Sometimes though
things can go quite quickly and payments need to be somewhat higher for certain things. Don’t be
surprised if roofing payments are more up front to get the roof on. Sometimes large projects are heavy
up front with materials to get things going. That should tell you the contractor knows how to manage a
project, roof gets done ASAP, materials get ordered and things start to happen!
Insurance and License –Yes we need them to be insured and licensed with the state, ask for these
papers. If the answer is “yea I probably should get those” or my “fax machine isn’t working right now”
just simply say, yep that’s a good idea and move on.
References-This list should be 2-3 clients in your group, that means they survived.
Well by now you should know which contractor you are most comfortable with. In any deal 3 things
need to surface: both parties have to know, like and trust each other in order to become a partnership.
Next article: Level 1, Level 2, and Level 3 Contractors
To Your Success, Jim Culley
WPREIA MEMBER, Contractor
JSC Properties LLC
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Finally some good news on the national real estate market!!!

NEW YORK (CNNMoney) -- Home prices hit a bottom and are finally bouncing
back, according to an industry report released Tuesday.
Nationwide, home values rose 0.2% year-over-year to a median $149,300 during the second
quarter, the first annual increase since 2007, real estate listing site Zillow reported. Prices were up 2.1%
from the first quarter.
Even though June marked the fourth consecutive month of home value increases, overall home
prices are still down almost 24% since April 2007, when Zillow began to track home values.
"[I]t seems clear that the country has hit a bottom in home values," said Zillow's chief economist
Stan Humphries. "The housing recovery is holding together despite lower-than-expected job growth,
indicating that it has some organic strength of its own." Last winter, Zillow projected that the housing
market turnaround would not arrive until the end of the year.
Other home price indexes have also recorded gains lately, including the S&P/Case-Shiller home
price index. In it latest release, it reported that home prices in 20 major markets rose 1.3% in April, the
first monthly increase in seven months.
Where home prices are rising the fastest
Zillow uses a different methodology in calculating home values than other home price indexes
like Case-Shiller and the Federal Housing Finance Agency. Sales of foreclosed, bank-owned properties,
for example, are not factored into Zillow's data. Zillow does include short sales, however, which are
more difficult to distinguish from conventional sales.
"Our index is geared to consumers, conventional sellers deciding whether they want to put their homes
on the market," said Humphries.
The indexes that include foreclosures in their market data show larger price declines. The peakto-trough drop for the S&P/Case-Shiller home price index, for example, is about 34% compared with
Zillow's 24%.
Fewer than one third of the 167 metro areas Zillow surveyed recorded annual increases in home
values, but the size of the price gains in these areas more than offset the losses posted by the remaining
two-thirds of the markets.
In Phoenix, the biggest gainer, home values soared 12.1% year-over-year to a median of
$136,200. Meanwhile, the biggest loss sustained by any of the 30 largest metro areas was in Chicago
where median home values fell 5.8% to $158,600.
Foreclosures remain one of the biggest risks to the housing market recovery, Humphries said. In
the wake of the national foreclosure settlement which clarified how banks can legally pursue
foreclosures, Humphries expects the pace of foreclosures to pick up. "That will translate to more homes
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on the market," he said. "But we think demand will rise to absorb that." Zillow expects the housing
market to continue to slowly recover, with median home values projected to climb 1.1% -- relatively flat
-- over the next 12 months.
Most affordable cities for buying a home
Beaten down markets like Phoenix, Las Vegas and many Florida cities, will likely record greaterthan-average gains over the next 12 months, said Humphries.
The results in those places, however, will be bumpy. Home price increases will cause some
homeowners who have been patiently waiting for values to rebound to put their homes on the market.
And those additional listings could cool prices for a while, resulting in a staircase effect with "price spikes
followed by plateaus," said Humphries.

Buying Technique
This Article from Ron LeGrand deals with split funding. This is a good technique and it will help you get
into more deals than using many traditional owner financing techniques. Granted, you actually put a bit
of your own cash up, but if the juice is worth the squeeze, then it’s better to be in than on the outside
looking in.
This method is well suited to very short term quick-turn deals. As seller financing goes, it is a very simple
technique. The investor offers a small amount of the cash to close the deal, with the remaining amount
due a few months later, with no interest and only one lump sum payment. You can but a lot of houses
with this one technique. The most important aspect here, is that you get the seller to agree to the no
interest, no payment part. You need to buy time for your exit strategy to work.
The investor repairs the house and sells it retail, which means the new buyer obtains a new loan, either
FHA, VA, or conventional. The investor then pays off the previously negotiated seller financing. All you
need to do is convince the seller to take a little money now and the rest in six months or so.
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Example...
$50,000 Asking Price
$5,000 Repairs
$75,000 Property Value After Repairs
The Deal...
$45,000 Purchase Price
$5,000 Down Payment
$40,000 No Interest, No Payments, Due in Six Months
Most people will not try to buy a house like this because they think they need a lot of cash to do it. But it
really took only $5,000 to do the deal, and you save hundreds in interest.
If you can't sell it within six months, just renegotiate the payment. However, you don't need to wait six
months since the note can be renegotiated at any time in the future, even if it's only five days after the
closing. The only agreement is between the buyer and the seller. Whenever you have two private
people involved, there is always room to negotiate.

Working with an Agent
Seller financing is what makes this deal possible, but you can also work through a real estate agent. You
might have to put a little more down so the agent can receive his/her commission. If you do a lot of
deals with the same agent, your agent may even agree to defer receiving the commission until you resell
the property.
With this type of offer, you can use the agent's MLS book to look for deals and make offers. Look for
properties that are in need of repair. I used a real estate agent to make this kind of offer on the first 22
houses I bought when I was just starting out.
The key advantage to this approach is that it permits you to make more of the all cash offers that sellers
always want. Even if they don't get it all at closing, they get it shortly thereafter.
Example 1: I was called about a house with an asking price of $30,000. After repairs of $3,000, it
appeared the house would be worth about $48,000. I handled this one with split funding. I gave some
cash at closing and some cash later to satisfy the seller's needs. That gave me some time to sell the
house.
My Offer...
$20,000 Purchase Price
$ 2,000 Down Payment
$18,000 No Interest, No Payments, Due in Six Months
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I also made a second offer of $15,000 all cash at closing at the same time because I knew I could net that
amount if I had to borrow it from a private lender. This is how the offer was made:
"Mr. Seller, I'll give you $20,000 with $2,000 down and $18,000 within six months, or I'll give
you $15,000 cash at the closing table. Which do you prefer?"
In this case, he took the higher split funded offer. It is usually better to make both offers at the same
time and let the seller decide which one works best. In our two offers, either one will work for us.
Split funding the payment by giving some cash at closing and the rest later is one of the secrets to quick
cash profits in real estate. Many sellers will wait 6 to 12 months for their money if you ask. You'll never
know until you try...
I will try to add some technique content to the next few newsletters. My goal is to help you learn new
ways of making profitable deals .

Our Business Partner Members
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www.USAREMentoring.com
USA Real Estate Mentoring Group
“Your Highway to Success”

Mentoring is the key to your success in Real Estate Investing!
We are:
-Successful Investors Currently Investing in Today’s Real Estate Market
- Best Selling Authors
-Our Group of Mentors Have Personally Trained Over One Hundred Real Estate Investors
-We KNOW Pennsylvania, and How to Invest Legally in Pennsylvania!
-Access to Our Team Members and Systems
-We Meet Once Per Month in the Pittsburgh Area (Wexford)
-1st Meeting is Free
-Different Levels of Training and Pricing Available
Visit www.usarementoring.com for more info
Brian Snyder: 412-992-8884
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