XXXXX Savings & Loan

re: XXXXXX, Santa Barbara, CA

Dear Sirs,

In regards to your rejection of my offer of $ 526,000.00 (five hundred twenty-six thousand), I respond as follows.  While my offer might seem on the low side, I think you should consider that the offer is all cash, with no contingencies and a relatively quick closing.  The property’s neighborhood is low income and even though the house would be desirable to many in its’ present condition; their lack of knowledge regarding building practices and inability to secure a loan in today lending climate; will probably lead to many higher offers that will not survive to an actual sale.
I am sure your agent here is doing good job in representing your interests, however I have done a significant amount of investigation and analysis of the property’s potential myself and would like to bring them to your attention.

First, the existing home is uninhabitable in its’ present state; it needs complete remodel to even get it to a rentable state.  At present the floor is missing in several areas exposing the sub-floor, and the remaining hardwood is buckled beyond repair.  The kitchen window & supporting header were cut away to allow a third door to be installed; this was done to divide the house into an un-permitted duplex.  The installation of this door makes the only window (kitchen/dining) no longer functional and structural integrity of the supporting exterior wall has been compromised. The water heater (outside) is not functional as well as the hose bib; which is continuously running and will not shut-off.
The house also suffers from termite damage, years of poor ventilation in the crawl space as well as poor quality (most likely non-permitted) remodels in both baths and kitchen.  There are broken windows, non operating doors and the only appliance, the refrigerator, is trash.  The garage and storage building which, were remodeled illegally I believe to accommodate more tenants are complete liabilities and not assets. I am really surprised the City has not red tagged them for removal.
That said; I think most would agree that the value lies in the property.  The R-3 zoning would allow (3) units if the square footage of the lot was adequate.  The lot is either 6100 sq.ft. or 6225 sq.ft., depending on who you ask.  Either way, neither is adequate to allow (3) 2 bedroom units; anything less than 2 bedroom units would be hard to sell in this neighborhood.  Another factor that hurts development is that it is a corner lot requiring front setbacks on two sides.  The age of the present utility connections (sewer, gas & electric) makes all new services required and most are located on public property in the street, which is the most expensive scenario.
As a longtime builder and businessman, I can appreciate the current challenges facing many lending institutions such as yours.  It’s a risky time for me as well; with foreclosures and price lowering happening daily, any development is a substantial risk.   Are we at the market bottom?  I will make one counter offer accompanied with this letter, that I feel is fair for all the above stated reasons.  Your prompt acknowledgement and response to my letter and offer would be appreciated.
Sincerely,

“Joe”
