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Letter from the Editor
Happy Thanksgiving! We here at Clear Sky Financial are thankful for our investors, who believed and
continue to believe in us. We are also thankful for our staff: Heather, Karen, Alexandra, Danica, Josh
and Kerima. Without their support, we would not have been able to scale our business. And we are
especially thankful for our clients, ranging from borrowers who have done one project with us to those
who have done many. Special thanks to our repeaters, who have helped to position us for growth!
October was a slow month. We originated 3 loans. All the loans were First Trusts. The marketplace in
the D.C. area is slowing down to the election season and the lack of distressed asset inventory. The
current COVID government policies (limited foreclosures, no evictions) have put a mini damper on the
market. We expect this to last another 4 to 6 months. November looks to be about 6 to 7 loans.

Food for Thought

We have a newly designed website. Please take a look at our communication/event page. We are
starting to update our page with our past events, and also have a section on how we build a loan. All
of our newsletters are there, as well.
Thank you to those who attended our November 12 “Status of the Market” update. We want to thank
Lisa Hancock of Market Pro Homes for joining us. You can see the replay of this event at
https://cskyfinancial.com/csf-events/.
We are in the process of launching a weekly podcast, “Tales of the Basement,” which covers various
real estate investing subjects based around stories that we have actually experienced. Stayed tuned for
more information on the distribution of the podcasts.
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The best way to make money in residential real estate is "driving for dollars,” in which you drive through older
neighborhoods and look for VACANT houses. This is the most profitable, low-risk and the least competitive real estate
opportunity out there right now. The majority of these vacant houses fall into the distressed property/distressed seller
categories.
Though potentially very profitable, vacant houses can be difficult to find. After finding a vacant home worth investing in, you
will still have to find the property owner so that you can make them an offer. The difficulty in finding vacant houses and
vacant homeowners has caused many investors to avoid investing in them at all. This means more deals for you. There are
several different ways to locate a property owner. A list of methods for locating vacant homeowners is outlined below:
1. Tax Assessor’s Office
The County/City Tax Assessor’s Office can give you more information on where tax statements are sent, and most of these
offices can be found online. The homeowner’s name will be listed there, as well.
2. Visit Neighbors
Neighbors are not happy with the fact that there is a vacant property in their neighborhood. Vacant properties can invite
vandals and squatters, and if left poorly maintained, can be an eyesore. Such a property can put their personal safety at risk,
and also devalue their property. Ask the neighbors about the property and details about the owner.
3. Skip Trace
This is a popular method to find where the owner is located. Once you have the name of the owner you can look them
online for free via thatsthem.com, whitepages.com, 411.com, or other websites. If you cannot locate them, you can pay for
more sophisticated online tools such as TLO and/or IDI Core. The last resort is to hire a firm that specializes in skip tracing,
which will be the most expensive option.
4. Leave a Note
In some rare cases, the property owner will return. Leave a big bold yellow note on the door stating you want to buy that
property. If the property is close enough to the road, make the note large enough that neighbors and passerby can see it.
They may contact the property owner for you.
5. County/City Land Records
If you know the homeowner’s name, you can use that to find any documents signed by the homeowner to see if they own
any other property. You may also find marriage licenses and voting records, which can contain information such as birth
date, employment history, or other addresses.
6. Send a Postcard or Letter
This is one of the most traditional ways to locate a vacant homeowner. Send a postcard or letter to the vacant property with
the words “Do Not Forward – Address Correction Requested” on it. If the Post Office has a forwarding address on file for
that homeowner, the mail piece will be returned to you with the forwarding address listed.
I hope this article has been helpful to you. Please don’t hesitate to reach out to me directly if you have questions.
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REO MANAGEMENT
REO is an abbreviation for Real Estate Owned. An REO is generally owned by a financial institution that has taken title to a
property that was previously security for a loan. If a lender takes a loan through foreclosure and gets title to the asset, the
lender now has an REO that it must sell. A lender can also get an asset in REO through a deed in lieu of foreclosure. This
happens when a borrower facing foreclosure wants to wind up their obligations quickly and without additional legal fees.
The borrower simply delivers a signed deed to the lender and the lender records it. In situations where the lender may incur
significant legal costs to complete a foreclosure, a lender might even pay a borrower to surrender the deed to a property.
As a hard money lender, our goal is to minimize our REO inventory. We are seeking the steady returns that notes pay and
not looking to capitalize on taking assets into inventory and then flipping them. We minimize our REO inventory by
identifying slow paying customers immediately and reaching out to them to help them solve their problems. Despite our
best efforts, we do occasionally get back an asset. This amounts to a couple of percent of our loan volume. When we get
those properties back, we quickly put them into our fix and flip renovation model.
Our earliest exposure to the REO business was when we sold properties on behalf of other banking institutions between
2008 and 2013. In that time period, we sold hundreds of properties on behalf of banks. That gave us a lot of experience in
taking over an asset, fixing any tax, utility, and construction issues, and getting the property back on the market. As an REO
sales team, the first job was securing the property to minimize losses. Now that we are a hard money lender, the first job is
getting the title and resolving any outstanding obligations that might exist against the title. That step is generally handled
by a qualified title company that issues insurance for the title, at the same time we add the property to our fire and hazard
policy. After we have title, the REO process is the same that we used to follow for our third- party bank clients.
This year we have taken back several properties, and then renovated and sold them. Our goal in the lending process is to
make sure that our REO inventory is not a distraction from our lending business. Our lending parameters are designed for
taking back REO inventory and having either a net neutral effect on our business or a slightly positive impact on the bottom
line. In other words, we are looking to avoid losses on REO, and we treat it as a utility function in our business operations.
Through careful and efficient REO management, we have done a good job in achieving this balance and have consistently
maintained full debt recoveries of principal and generally full debt and interest/penalty recoveries.
Our most complex REO case was one where we stepped into the shoes of a developer who was subdividing land. It became
necessary to collect all of the detailed engineering plans and walk them through the county approval process. We had all of
the development plans and documents updated with our business entity name and ascertained exactly where the land was
in the development process. Once the mechanics of the title and documentation were handled, we took care of the physical
aspects of the property through property inspections and then obtained the bonding and approvals to subdivide the lots.
This process ended successfully when we were given all of the county approvals and deeded the lots of subdivision.
Whenever we give a loan, we think about the “worst case” scenario where we would have to take the property back as an
REO. We make sure that we never lend more money out than we could recover if we have to take the property back and flip
it.
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