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MEMORANDUM
TO:
xxxx, Director of Gift Planning

xxxxx, Vice President for Finance and Administration
FROM:
Dennis Bidwell, Bidwell Advisors

RE:
Recommending acceptance of xxxxx real estate gift

DATE:
xxxxxxx
As you know, I have been coordinating the due diligence investigations regarding the offer of xxxxxx, to donate her home at xxxxxx, subject to a retained life estate. Those investigations are now complete, and nothing problematic has emerged. I see no reason to not proceed with acceptance of this very generous gift.

Here is a summary of what we have learned:

Title.  The attorneys we retained at xxxxx have secured a title commitment from xxxx Title xxxxx Company, which is attached. A xxxx mortgage that previously showed as an exception on this title commitment has been confirmed as discharged and has been removed. This title commitment is clean, and a title policy in the amount of xxxxx (based on a previous Zillow estimate) will be purchased by xxx at closing for a premium of xxxxx
 Physical condition of the property.  On xxxx xxxxx home inspections, based in xxxxx, completed his building inspection and submitted his report. (Attached.)  His thorough report reveals no surprises – a home with all systems (electrical, heating, plumbing, water heater) in good shape, with roof and foundation in good shape, and with no hazards.  On the other hand, as we knew, the house is dated, and any purchaser would likely want to upgrade/replace bathrooms and kitchen. In addition, any purchaser would need to deal with the home’s pervasive cigarette smoke smell.  It was xxxx conclusion that the most likely scenario for the home’s future would be purchase by someone intending to tear the home down and build a new home on the very attractive home site.
Environmental issues.  The xxxx home inspection revealed no environmental issues.  Based on the age of the property it is quite possible that some basement tiles and duct work contain asbestos, but none was flaking.  Also, there is nothing about surrounding properties that would suggest possibilities of environmental exposure.

Based on this I think it is quite appropriate to forego a Phase I environmental assessment for the property.
Marketability and home value.  On xxxx realtor xxxxx submitted her pricing analysis based on her visit to the property the previous week.  (Attached.)  She examined four comparables – two homes that recently sold, one home under contract, and one home currently on the market. Her conservative conclusion is that if the property were “priced to sell” it would sell for a price between xxxx and xxxxx.  Her opinion is that the property would be of interest both to builders interested in a tear-down situation and to buyers prepared to invest a substantial sum in modernizing the existing building.
This is probably a more reliable estimate than the Zillow estimate xxxx), which doesn’t take into account the specifics of the condition of the property.

xxxxx will be obtaining her own appraisal, for purposes of substantiating her charitable tax deduction.  It will be interesting to see how that estimate compares with xxxxxx’s analysis. 

Status of deed and retained life estate agreement.  I have prepared a draft Deed Reserving Life Estate document.  The attorneys at xxx Law reviewed it and made changes to assure conformance with the recording requirements in xxxx County.  We then had the document reviewed by attorneys at xxxx, who signed off on it without changes.  The document has now been shared with xxxx and her attorney, and we await their comments. (That version of the document is attached.)
Next steps.  Once we’ve heard back from xxxxx and her attorney regarding the draft document, and have made any tweaks they suggest, I believe we would be ready to proceed to closing.  Separate signature pages can be signed and notarized by xxxx and by xxx, to expedite getting the document to xxxxx Law for recording. It should still be possible to achieve this by xxxxx, which is desirable for purposes of maximizing xxxx tax deduction and her xxxx gift calculation. (If it goes in to March, her deduction would be calculated using a larger IRS discount rate, which would decrease the value of her deduction.)

On or about the time of closing, xxx should remit to xxx Law the sum of xxxxx (invoice attached), covering all of their fees, recording and closing costs, and the xxxx Title insurance policy.

Please let me know if you have any questions about any of this.
