Anderson Law Webinar

Is This The Death of Seller Financing for Real Estate Investors?

Webinar - Held on Wednesday, Sept. 14
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S.A.F.E. Act

What is it and why

Signed into law on July 30, 2008

Purpose is to assist with recovery and
revitalization of residential housing market

S.A.F.E. Act is a major component of Act
Enhance consumer protection
Reduce fraud

State licensing is mandated for loan originators
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S.A.F.E. Act

Components of the Act

@ Residential mortgage loan secured by security
interest on a “dwelling”

Property use is for personal, family or household i.e.,

it will be a personal residence
Business of loan origination

@ Obtain and maintain annually a license for each
state where you conduct business

@ Register with Nationwide Mortgage Licensing
System and Registry
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S.A.F.E. Act

Are you a loan originator?

@ Offer or negotiate a mortgage loan for
compensation or gain

Take a residential mortgage loan application

Offer of negotiate terms of a residential

mortgage loan

Assist a person in obtaining a mortgage loan,
e.g., advise on terms, collect information, prepare
loan packet
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S.A.F.E. Act

What is required to become a MLO?

Criminal background check
Mandatory continuing education
Testing

Credit report

Individuals not business are subject to Act, i.e,

every person who deals with a borrower must be
licensed
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S.A.F.E. Act

Prohibitions

@ Seller financing the sale of residential property to
be used as buyer’s residence (not Seller’s personal

residence)
@ Purchase money mortgage
@ Land contracts

@ Seller financing the sale of land to be used to build
the buyer’s residence

@ Providing financing for property you do not own
e.g., you negotiate a loan for someone else
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S.A.F.E. Act

Exemptions

@ Seller financing the sale of a personal residence

@ Primary or secondary

Non-residential property ie., land, commercial
property, (more than 4)

Sales to other investors

Property sold for development (not to build owner
occupied residence)

Financing for business purposes
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S.A.F.E. Act

Controlled by HUD

@ HUD is charged with interpretation of the S.A.FE.
Act and setting the minimum standards that states
must meet to comply

@ HUD issued final rule on June 30, 2011

@ Distinguishes between an individual who is
engaged in the “business of a loan originator” and
one who is simply offering “seller financing”
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S.A.F.E.

Act

HUD’s view of Act as of June 30, 2011
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Business of Loan Originator

Any person who is engaged in loan origination as a commercial enterprise carried on for
profit or a particular occupation or employment habitually engaged in for livelihood or

gain

Individual Residence Seller

Individual selling his own residence, vacation property, or inherited property is not
engaged in the business of a loan originator and is exempt

Investor Seller Financing

An investor may provide seller financing on properties without his rising to the level of a
loan originator provided the activity does not reflect a habitualness and a commercial
context. HUD will not define what constitutes habitualness and a commercial context.
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| Dodd-Frank Financial Reform Act®

If the voters Keep your
find out what we pants on, the voters
just did we will never aretoo stupid...they'll —
ver ki *
get re-elected. never know. A tough
act to follow...but

how sweet it is!

Game Changer

DODD FRANK ACT

Business a #201 Tacoma, WA 98402
Advisors
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" Dodd Frank Act

Implications and History

@ Enacted after the S.A.F.E. Act - Title of XIV of act
imposes rules on mortgage originators or
promoters

@ Moves oversight of S.A.F.E. Act away from HUD
to Consumer Finance Protection Bureau (CFPB)

@ Does not take effect until January 21, 2013
unless CFPB issues regulations sooner
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" Dodd Frank Act

Impact on seller financing

@ Cannot seller finance more than 3 properties a year
@ All seller financing must meet the following criteria:
@ Seller did not construct the home

Loan is fully amortizing (no balloon mortgages)

| J
@ Seller must determine that buyer can repay loan
[ ]

Loan has a fixed rate or is adjustable after 5 or more years
(subject to limitations or reasonableness)

@ Loan meets other criteria set by the Federal Reserve Board
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Dodd Frank Act

Do not violate

@ CFPB has vowed to come down hard on any
violators

@ Penalties include the following:
@ Right to rescind contracts

@ Refunds and restitution

@ Civil penalties of up to $1 Million a day

@ Non compliance is a felony

@ Complicate foreclosure action
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Dodd Frank

Why is this so problematic

Regulates sale of a personal
residence

Places inflation risk on Seller with

fully amortizing loans - 30 year

amortizing loans only exist because
of government support

Could have a major impact on the
sale of homes under 40k
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Advisors

' Ciix rine - Google .. GoTowebinar 2 Docment1 -Maosof...




[image: image14.png]& GoTowebinar Viewer CE®

Dodd Frank Act

Exemptions to act

@ Buyer does not intend to use the house as a dwelling, i.e., rental

@ Have buyer certify in agreement that the house will not be for
personal, family, or household purposes

@ Ensure buyer has a separate dwelling
@ Get buyer to form an entity to purchase the property

@ Commercial buildings are exempt

@ Land appears to be exempt however question as to building a

dwelling
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Reconciling the Acts
(TN A FE.Act | Dodd Frank Act

Sell residence Exempt Not Exempt
Sell commercial / investment Exempt Exempt

Adjustable rate mortgage Permitted Not Permitted

Future modifications of existing agreements Covered Covered

Sale of land Depends Exempt

Sell more than 3 in one year Exempt (not Not Exempt
habitual)
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Chicago, IL

~ Chicago Marriott Oak Brook

. Date: October 15t and 2nd

Tuition: $99 for Webinar
' Attendees - Use code
“safe” on check out
Normally $695

Register: www.alglaw.com
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Anderson Business Advisors, PLLC
Total Business Solutions

PRODUCTS

It has been a privilege working
with Anderson Advisors, in
particular Greg Boots. I am
only 24 years old and I
purchased my frst investment
property in Eugene OR at 20
vears old without any market
research. Since then I have

Update Cart | [ Checkout» | [N AR R Ep e

Enter Coupon Code: 4 different states and it wasn't
until I met Greg Boots and your
staff that I got even more

Submk comfortable with investing. I
was always told to build a team
of experienced investors and up
until 2 months ago my legal
team did not fit into this
category... I appreciate the
service you and your team
provide and I am encouraged

for the future in real estate
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Agenda

MULTI-LAYERED PLANNING CONSIDERATIONS FOR REAL ESTATE
* LatestTrends in Threats Facing Investors
« Case Studies - What Went Wrong and Why
* Success Studies Part Il - What Went Right and Why

LLC - THE REAL ESTATE INVESTOR’S PROTECTION TOOL
Typical Design Flaws in Most LLC Operating Agreements
Structuring Your LLC for Maximum Protection

Title Holding, Management, Banking, and Insurance Issues With Real
Estate LLCs

PURCHASING FORECLOSURE PROPERTIES WITH CONFIDENCE
* Recent State and Federal Legislation Impacting Foreclosed Properties
« Court Opinions That Could Impact Your Investment Choices
* Knowing The Land Mines With Foreclosure Investing
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CONTROLLED REAL ESTATE CORPORATIONS
« Various Types of Corporations and Their Uses in Investing
* Issues Surrounding Corporate Formation - “Picking The State”
* Un-Common Tax Breaks Available to Corporations
» Structuring Your Real Estate Investments

ESSENTIAL ELEMENTS TO EVERY REAL ESTATE CONTRACT
Parties Such as LLCs or Trusts
Granting Clause
Legal Description: Avoiding Pitfalls
Tax Proration

Contingencies/Closing Preconditions
Environmental Provisions
Defaults and Remedies

TAX DEFERRED TRUST INVESTING
 Alternative to The Self Directed IRA
« Partnering with Tax Deferred Accounts
« IRSTargets in IRA Investing

» Gt Onine -Gaogle .. ° a T Doaument1 -Mrosof &) 752





