Buying Bank Owned Properties (REO) — Buying
Foreclosures at Trustee Sales — Buying Pre-

Foreclosures, “Short Sales”

So you’d like to buy a bank owned property?

You'vewatchedthe late-nightinfomercials andyou’reready todothe bank “a
favor” andtake a problem off their hands. Plus, you expectto make "akilling"
inthe process. Sounds greatanditmightjusthappen, butfirstyou should take
alookatsomefacts and getprepared.

REO vs. Foreclosure

AnREO (Real Estate Owned—Bank owned) is a property thatgoes backto
the mortgage company afteran unsuccessfulforeclosure auction. You see,
mostforeclosure auctionsdonotevenresultinbids. After all, if there was
enough equity inthe property to satisfy the loan, the ownerwould have
probably soldthe property and paid off the bank. Thatis why the property
endsupataforeclosure ortrustee sale.

Trustee Sale

Whenahome owner falls about 60 days behind on theirpayments, the
Mortgage Loan Servicerfiles a Notice of Default with the county and delivers a
copytothe home owner. This starts a90 day clock forthe home ownerto
bring theirmortgage current. Ifthey do not cure the default withinthat 90 day
periodthe Mortgage Loan Servicerfiles aNotice of Trustee Sale which is
usually 21 days later.

Attheprescribed date, place andtime The trustee runs the foreclosure sale.
The Foreclosure sales begin withaminimumbid thatincludes the loan
balance, any accruedinterest, plus attorney's fees and any costs association
withthe foreclosure process. In orderto bid at aforeclosure auction, you must
have a cashier's checkinyourhand forthe fullamountofyourbid. If you are
the successful bidder, youreceive the propertyin"asis" condition, which may
include someone stillliving in the property thatbecomes your problemto evict.
Mostforeclosure buyers nevergetto see the inside. Itis also commonfor the
ownertotake appliances, andstripthe inside ofthe house and sometimes
they destroy the inside out of anger. There may also be other liens againstthe
property.

Since whatis owedtothe bankthese daysis almostalways more thanwhat
the property is worth, very few foreclosure auctions resultin a successful
Trustee sale. Thenthe property "reverts"tothe bank. ltbecomesan REQO, or
"real estate owned" property.

REO Properties For Sale

Thebank now owns the property and the mortgage loan nolonger exists. The
bankwillhandlethe eviction, if necessary, and may do some repairs. They will
negotiate with the IRS for removal of taxliens and pay off any homeowner’s
associationdues. As apurchaser ofan REO property, the buyer willreceive a
titleinsurance policy andthe opportunity to investigate the property.
Abankowned property mightnotbe agreatbargain. Do yourhomework
before making an offer. Make sure thatthe price you pay (if you're successful)
is comparable to otherhomesinthe neighborhood. Considerthe costs of
renovation, includingtime to completethem. Don’tgetcaughtupina‘bidding
war’and pay over marketvalue. It'san old myththat “foreclosures”are a
bargain.

How Banks Sell REO's

Eachbank/lenderworks alittle differently, butthey allhave similar goals.
Theywantto getthe best price possible and have nointerestin "dumping”real
estate cheaply. Generally, banks have an entire departmentsetuptomanage



theirREQinventory.
Onceyou make anofferto purchase, banks generally presenta "counteroffer."
Itmay be ata higher pricethanyouexpect, butthey haveto
demonstrate toinvestors, shareholders and auditors that they attempted to get
the highestprice possible. You can also counter the counter-offer.
Your offer or counter-offerwill probably have to be reviewed and approved by
severalindividuals and companies. Evenonce anofferis accepted, the bank
may insertwording like, “subjectto corporate approval with5days."
Property Condition
Banks alwayswantto sellaproperty in "asis" condition. Mostwill provide a
Section 1 pestcertification, butnotunless youinclude itinyour offerand
negotiate the point. They will allow you to get allthe inspections youwant (at
yourexpense), butthey may notagreetodo any repairs.
Your offer shouldinclude aninspection contingency periodthatallows youto
terminate the sale if the inspections reveal unanticipated damages thatthe
bankwillnotcorrect.
Eventhoughyouagreedto“asis," always give the bank another opportunity
tomakerepairs orgive you a credit after you’ve completed yourinspections.
Sometimesthey’lire-negotiate to save the transactioninstead of putting the
property back onthe market, butdon’ttake it for granted.
Banks donotwantto see alotof proprietary disclosures;they are exempt
fromthe California Seller’s Transfer Disclosure Statement (TDS-14). Ifthere
arereal estate agentsinvolved, eitherrepresenting you orthe bank, those
agents arerequiredto provide youtheirdisclosure statements.
Mostbanks will not provide financing ontheir REOs butitdoesn’thurtto ask.
Especiallyifthe property has extensive damage andyou are purchasing it "as
is."
Making an Offer
Before making an offer, you should ask the following:

Arethere anyinspectionreports?

Whatwork hasthebankagreedto?

Isthere aspecial "asis"form?

Howlongdoesittakethe bankto acceptan offer?

How does your agentdeliver the offer?
Offersareusually FAXEDtothe bank. Thelistingagentneeds youroriginals.
Thereis noformalpresentation. Keepin mind: nothing happens evenings and
weekends (banks are closed).
Sincethereis noface-to-face presentationtothe bank, provide the listing
agentwith apre-qualification orbetteryet, apre-approvalletterand buyer
biography. Make your offer easy to accept. Since we are also a Mortgage
Broker, we willhandle yourfinancing and supply apre-approval letter.
Hopefully thesetips willmanage yourexpectations. Rememberthat REO's
sell atpretty closeto fullmarketvalue and are notthe deals presented onlate
nighttelevision.
Ifyou are serious about purchasingahome andwantadeal, we specialize at
tracking Pre-foreclosure—"Short Sales” ; Foreclosures—You need AllCash -
we willhelpyou pickthe home andtake youtothe auction—orhelpyou
purchase an REO fromabank.
We represent Buyers at Trustee Sales —- CASH REQUIRED
Ifyou are aninvestor, have aminimum of $500,000 cash available to invest,
wewillactas abuyers brokertohelpyoufindaForeclosureandbidata
Trustee Sale.
Foreclosure Tracking
Wetrackall Foreclosuresinthe Ventura County and the WestHalf ofthe San



Fernando Valley. We also perform Real Estate Appraisals (BPO’s) forlenders
onmany of these properties sowe willperforma BPO on any property you are
interestedin making abidon.

SHORT SALES AND REO you can Finance

Ifyou are justlooking foradealand have good creditwe canhelp you
purchase a “Short Sale” and arrange thefinancingor Purchase an REO with
upto 100%financing. Atthis time ofthe marketcycle, ShortSalesare a

good placeto start. Shortsales are homes thathave beenpurchasedinthe
lastcouple of years with 90%to 100% financing. The property values have
gonedownandthe home ownerisbehindinpayments. Inordertoavoida
Foreclosue ontheircreditreport, they agree to selltheir house during the Pre-
Foreclosure Period, the 90 days priorto the Trustee Sale. The seller will not
receive any money atthe close of escrow since more is owed againstthe
housethatitisworth. The lenders don’twanttowaitto getthe house backin
foreclosure and know it will likely be destroyed. They also knowthey are
goingtoloose money andthey wouldrathertake their LOSS NOW ratherthan
later. This is your oportunity to make agood deal, the sellerdoesn’tcare, the
lenderwants to avoid another foreclosed property ontheir books. These Short
Sales are some of thes bestdeals we are seeinginthe marketnow. If you
wantadeal, thisisthefirstplaceto startlooking. We can sendyou alistofall
homesinyourprice range whichare “IN FORECLOSDURE - NOD Filed” and
submityour shortsale offertothelender. There are awhole lot ofissuesin
purchasingashortsale property, mostly ittakes over 30 days justto hear if
yourofferis acceptedorifthe lender/seller are goingto give you a counter
offer. Register onthe website or callus for alist of Short Sale properties.
TRUSTEE SALES - Big Profits, Big Risks

About20years ago, Itook aclass on Foreclosures and our instructors favorite
linewas, Most people come hertolearn howto “make akillingbbuying a
foreclosure”, hopefully after this class youwont get “killed buying a
foreclosure”.

Eventhe prosthat have beenbuyingforeclosures for20 years sometimes get
burned. Most Real Estate agents know practically nothing about “Short
Sales” andhowto getthem approved, Foreclosures—Buying at a Trustees
Auction or Purchasing REO’s directly from a bank. Trustme, youwillneed
allthe helpwe canprovide onyourfirstfewdeals.

For More information call: Carol McLaine 805-496-6445



