
 
From:  "Tom A. O'Neill" <Tom@MontecitoCompanies.com> 
Date: June 8, 2009 5:16:20 PM PDT 
To: "Tom A. O'Neill" <Tom@MontecitoCompanies.com> 
Cc: "Tom A. O'Neill" <Tom@MontecitoCompanies.com> 
Subject: Las Vegas Distressed Housing Fund 

 

  

Hello, 

Montecito Communities-NV, LLC has recently formed the Montecito Distressed Housing 
Fund.  This $15 million fund will purchase approximately 100 homes located within six 
premier Master Planned Communities in Las Vegas, NV. 

  

With over a 25 year history in Las Vegas, our current market monitoring and research 
strongly suggests the Las Vegas single family residential market has substantially over 
corrected.  We further believe affordable single family home prices in key locations of the 
Las Vegas market have reached or are nearing bottom creating a window of opportunity to 
buy undervalued homes in “turnkey” condition.  

Houses are rapidly selling in Las Vegas due to the affordability index being at an all-time 
low of 21% versus an average of 36%.  The affordability index measures the percentage of 
income needed to purchase a home. We anticipate that the purchase price for each home in 
the fund will average about 55-60% below what the home was worth at the peak of the 
market.  Additionally replacement costs for these homes are at least 30-40% greater than 
our current target acquisition prices.  Affordabili ty and replacement costs ultimately 
determine home prices. 

As a nation, we now build about 520,000 new homes per year; while between 1,000,000 and 
1,300,000 new households are formed annually.  We believe that this imbalance will 
provide the basis for a housing recovery in the next 2 to 3 years. 

Re-sales in Las Vegas are about 78% higher than a year ago, while prices have dropped 
over 50% from their peak.  The foreclosure market has gained traction and we are now 
seeing more sales of foreclosed homes than initiation of new foreclosures.  The shadow 



market for foreclosed homes is sizable and we expect a steady continuation of foreclosure 
activity over the next year.  Nevertheless the current high demand for homes, (40,000 
homes are projected to sell in Las Vegas in 2009) is the first sign of a recovery that will 
provide for stabilization of prices and thereafter, substantial upside potential.   

As of May 2009, the median home price in the Las Vegas metro area was $146,600.  The 
homes we are purchasing for this fund are comparable in price to the median priced home, 
are in superior locations and they are larger, younger, and in much better condition than 
the typical home sold in Las Vegas. We are acquiring these homes at prices substantially 
below appraisal. 

Montecito enjoys the benefit of 30 years experience in the home-building business and a 25 
year successful history in Las Vegas.  Our reputation and contacts with national and 
regional banks, public and private builders and key brokers allow us to acquire homes 
before they go on the market and below current market prices. 

In this fund, we have targeted homes in six of Las Vegas’ premiere Master Planned 
Communities for 80% of our acquisitions.  The additional 20% of acquisitions will be 
deeply discounted clustered houses in superior locations.  Acquisitions within the Master 
Planned Communities will provide a safer investment with a greater profit potential.  This 
parallels our home-building experience where we and most other major builders developed 
about 80% of their product in the major Master Planned Communities.  In particular, we 
are targeting the lowest priced homes in the best communities.  These are the homes that 
will drive the recovery in both the housing market and the economy as a whole.  

After months of market analysis, due diligence, and building the foundation for our fund, 
we are excited about moving forward on what we feel is the most superior real estate 
investment program today that offers risk aversion, excellent upside potential, and 
immediate cash flow.  Simply put, we believe that the current pricing and strategic 
acquisition plan coupled with an unleveraged purchase will provide the least risk real 
estate venture we have experienced in the real estate development business and yet provide 
for substantial returns. 

  

For Additional Information: 

Charlie Stinchcomb 

Senior Vice President, Marketing 


