Bankrolling
Home lech

Home-tech options can be among the most costly upgrades to any house,
but lending institutions have a vanety of programs to
help builders—and homeowners—finance them

by Leslie Stevens
ost homebuilders realize that by selling technology upgrades they can earn additional
profits—sometimes very sizeable profits. The tech-active builders are learmning where o
find gqualified dealers and installers and how to work with them, and thev're helping
homebuyvers understand the cost savings of installing technology during construction. W
But that's only part of the process when seeking the best financial returns on home-tech
investments. It starts by educating homebuvers on the affordability of home-tech options and the long-term finan-
cial benefits to the house value. B Experienced builders know that buyvers have a price range in mind for what they
can and will pay for a home, including all their options, The challenge with selling home-tech features is that they
can get costly, and they are competing against more traditional options—such as cabinetry and countertops, l As
a builder, vou know how the affordability game works with buvers. Rarely are they locked into the firm price cell-

ing they claim. Instead, homebuyers tend to have a spending comfort zone with respect to their performances.
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:|i||;|.|||.,'i|||."" lofg Fplinns Buibders can ]h.:||l- !"ll:l'l.'rh fee] come-
fortable with adding home festures into thelr mortgage by
providing buvers with finaneing direction

PREFERRED LENDERS OFFER BENEFITS

There are several paths a bullder can travel when helping
omebuvers finance their homes and technology wpdrndes,
bt one pach thar evervoene seems (o ngree on s that the use
o o preferred lender hns advantages. Heres how dealing
with a morigage bank n= vour preterred bemder can provide
slgnificant benefits

“There are many vaduable rensons o use a prefermed
lemider,” savs RHachel Van Betten, director of business develop-
ment ot Chamer Funding in San Ddege, Colil, “First, there is a
dflirect monetary benehs o bulkers when mortgage costs are
rodisced because uvers will spend more on options ."2-.--\.~|'-|1|J|1_.'.
by diealing with a preferred kender that s o mortdnge banker vs,
broker, the bullder can be confident that ‘oo mpprovals are
truly that, Thirdly, a banker has far greater control over the
closing process and = ensured tht closing dates will Ise e

Van Betien sdids, “Another imyportant renson for '|1rl.-I'n.-r: il
lemders that shouldn't be overlooked: Preferred lenders ander-
stand the tvpleal profile of the bullders buyer, For example, if
the homes are consldered “step-ups, bayvers are pvpicadly more
comfortable with & mortgage than Arst-time bruvers With that,
they may be maore open to aiiressive hnancing, such ax inter-

est-only kaans or optlen prmas,  This program would enalsle
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them o finasee additional upgrades because their purchasing
power would increase dramatically,

To add w the point above, consider the cnse of o muli
dwelling unie (MEAT), Homebuyers might not be able o move
into ther new hosme e 15 o0 24 monthe. The preferred mort-
gage lender may then offer these homebuvers a forward rote
bozke, witicls s particulardy important in voday’s marke

CUSTOM HOMES ARE DIFFERENT ANIMALS

When it comes to custom homes, bavvers often hove the financ-
ing confirmed before approsching the uikler. Whien that is nao
the come, builders shoubd be prepaned o refer thelr olients woa
fender for o “construction o permanent” (CTF) loan

“CTH loans are like o line of eredit that custom homebuay-
ers wypically nnnee,” says Roger MoMillan, national sales mon-
adger in the home construction kending division ar [ndvdiae
Banls in Pasadena, Calif. “Our buibders will send thaeir buavers o
oy Wel site 1o pregualify. Our Emits software program deliv-
ers the resulis of the request within two arinwes.”

Continues MeMillan, “The builder tells us wliat needs o go
inte the loan, including a detailed breakdown of all vpgrades
W then produce an analvsis of ow cach updrede relaves fnan-
wiinfly 1o e rest of the project, Shilled buibders will compare
the cost of installing wehmology upgrades wsday versus the cost



of pesrimg holes in the walls later. Furthermore, we get
thee homee appraksed to see what it will be worth in the
future, with and without the optional upgrades, Onee
evervihing Is approved, the homebuver can request
online dishursements 240-hours o day™

OPTIONS CENTERS CAN PASS ON SAVINGS

Easilders can beverage the options center in a mumber
of umibepos ways, which in tum enable buyvers to sehict
additional options.

"{H'l.w'n'n.}"ﬁ hnve becoine a |1|:||'.l|.|].d.|' souree ol
incentives, such as cosh that can be used wwnnds
closing costs,” sayvs Van Betten. “However, builders
can reduce this expense by getting creative. For
exnmple, buibders con offer o credit at the design cen-
ter when utilizing the preferred leader. This builders
mﬂ.—n‘-‘pun'lml EXpeTse for this credit = m‘ll‘hﬂ_’r
reduewd sinee the builder already has manging fae-
tored in. Furthermore, this progrm pushes people to
the d.l::l,ﬂn center, whers ﬂ:'l:_l.* ld.l..]l_\c' end g :]&L-rid-
Ing miore money.”

A second approach thiough tle options center
is by ninking teehnology o standnrd, as oppoced o
on ogeion.

“Hy abodng ghix, builders wdll A that less tine
nivecds b spent with biavers selecting options, effee-
tively reducing costs” sive Tim Wiloox, viee presi-
it af homie electronbos dealer and installer JWE in
Irdne, Calif, “There are otler wave 1o feduoe the
builder’s expenmes, which can be passed on o the
buiver. For exnmple, if the dealer offers prepochaged

Explain to customers the cost Shrg of rn.i-mg home .
tech decraons durmng framing.

technology solutions, this eliminates our design tme,
And in other cases I've seen, dealers will offer pre-
nepotated mtes o homchuvers who have been
referred byt baxibders™

Another way to lkeverage the options center In
an eliort to sell more electroaie I.I]'HI'II.IE i o
casentlally “rob Peter to pay.” according to Dl
Kelso, senior officer of construction lending at
Chase Manhattan in Newport Beach, Calif,
“Builders should train the Options center persons
el so that |J'IE1||' Qmn h:[p |:I|.|}ﬂ:rl chisse betwieen
landecaping and technolsgy .. that's  they ean't
afford both. Have sales perdsonnel to cxplain that i
s more expensive to wire the howse and oot holes
i thie walls after the drvwall goes vigy, tlion it s to

HIGH-RISE CONDOS PRESENT
TECH FINANCING CHALLENGE
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landscape the vand

moved in.

“It i albser inpghor
pind o emsure o
the options  cenier
sialf i well ecdsenied
on  the
futare valise of the
home. Tleey meed 1o
hlp
understand that an

homchisers

clectronic home is
warth  much
than a home withot

L-L'l.'lllll.ll-l.l;l‘l_'n.'. 'I'IH.':'.' e olss send the homeowner in
e direction of an npgerniser for pldickonal confirma-
i, RIVE Felsa.

MANUFACTURER SUPPORT IS AVAILABLE
Many manilactuners want (o sell their electmmnies
throudh the baibber via the dealer, o they're willing
e offer discount programs that beneht voas,

“Most equipment manefnciuerers offer model
hisme programs. Forthermore, they'll support the
hmebuyer by giving extended terms o the dealer,

mare

"The builder tells us what needs to go
after they have INtO the loan, including a detailed break-
down of all upgrades ... Skilled builders
will compare the cost of installing tech-
nology upgrades today vs. the cost of
expected t€ANING holes in the walls later ... We get nus, cans
the home appraised to see what it will
be worth in the future, with and without
the optional upgrades.” iy

— Roger McMillan, IndyMac Bank

LENDING
INSTITUTIONS

wrw, becHome Bslder. cam

who ks supposed (o
pass it aleng o the
builder, and rhen wou
to the bayer,” savs
Hondy Wilson, presi-
dent of Wilson Home
Theater in ‘Woosllan:d

Mamdsctorers are
it the only souroe
thnt builders can mrm
disananis
According o Kon
Aimmer, president of
Lhie Continemntal
Awtomated  Building Association (CARA), “Some
teheos (elephone serviee providers) are offering
trec Abor to the home. This serves o inerease the
wvalue aof the home without adding oo the cost, The
buibdier can then pazs on thesge savings o the
buver. With this free installation, |1u3.'|_'n. fised more
campelled o pirchiase upgrades.”

INTEGRATORS CAN HELP

There was onee a time when denlers woaild
“deck-out” the medel and prewive all the homes
at a1 redeced eost
becoming more expected by homebuyers, dealers
don’t feel the need o discount their time any-
(L{ERT £ 1

Sulll, dealers can help vou in other wavs,
such as thorosgh marketing thay promoies tech-
nology upgrades 1o buvers,

When selecting a dealer, vou should be pre-
meared g discuss the entire ||.r.|E_r..||Ju' program with
them. This includes 1:|ul|‘3|l|:i|1g the model home,
the prewire [uuhlpbu, :r;pl!il.m.n| upgrndes, morgins
and the marketing plan. If you're building any.
thing cutside a custom honie, soime marketing
ideas VOiE eoinlbd disouss with them inchade:

W Cu=toim literature=This is not the genernl
CIHNPANY liverature thot a boilder ormdi-
thomally leaves in the model home or
aptions center, but o dedicnted plece that
aclilresses wavs (o imance upgrindes,

B Direct matl-Consider a campaign o buays
wirs that promotes your homes and ihe
affordability of the electronie lifestvie,

B Public relations—The dealer could lnunch a
press campaign which focuses on inaneial
affordabiliny.

The soener vou can help vour buver under-
stand how they can afford wehnology upgrades,
the soomer vou will add profies o vour bottom
Hine, T

However, ns prewiring s

Leslie Steocis is president of Eclipse Alarketing,
a full-zereie morketing and  public relabions
Jirmn in Newsport Beach, Calif

Arsil 2005







