Real Estate Investment Briefing

4525 N 66th St UNIT 48, Scottsdale, AZ

85251

Date: September 1, 2025

Property Address: 4525 N 66th St UNIT 48, Scottsdale, AZ 85251

Executive Summary:

This briefing analyzes the investment potential of a 3-bedroom, 2-bathroom, 1,975 sqft townhome in
a guard-gated community in Scottsdale, AZ. While the property boasts an "A-tier" location with
strong local economic fundamentals, its prohibitively high monthly HOA fee of $851 makes it an
unviable option for traditional long-term rental or fix-and-flip strategies. The only "financially logical
approach" that might overcome these high carrying costs is a Short-Term Rental (STR) strategy, but
this comes with significant regulatory and operational risks. Given these substantial financial hurdles

and risks, the overall recommendation is to pass on this opportunity.

1. Property Overview

Address: 4525 N 66th St UNIT 48, Scottsdale, AZ 85251 (Maricopa County)

Asking Price: $428,000

Property Type: Two-level, 3-bedroom, 2-bathroom end-unit townhome

Square Footage: 1,975 sqft (Lot Size: 1,193 sqft)

Year Built: 1979 (remodeled with Quartz countertops and metal mosaic backsplash in the
kitchen)

Key Features: Large open great room, floor-to-ceiling glass and sliders, private walled grassy
yard, ground-floor primary bedroom/bath/walk-in closet.

Community Amenities: Guard-gated entry, 3 pools (one heated), spa, gym, clubhouse,
shuffleboard, tennis court(s), community media room, on-site guard.

Parking: 2 Carport Spaces

Property Taxes: $918 (Annual)

HOA Fees: $851 (Monthly) - This is identified as the "single greatest risk" and a "critical flaw"
for the investment.

2. Market Analysis: Scottsdale, AZ (85251 Zip Code)

2.1. Local Economic Health & Demographics



Strong Economy: The Phoenix-Mesa-Scottsdale MSA has a low unemployment rate (3.7%)
and robust year-over-year job growth (2.5%), particularly in technology, healthcare, and
financial services.

Population Growth: Maricopa County is one of the fastest-growing in the nation (approx.
1.5% annual growth), driven by in-migration attracted by job opportunities, lifestyle, and
relative affordability. This creates "strong long-term property value appreciation and creates a
large tenant pool."

Prime Location: The property is in a "premier Scottsdale location bordering Paradise Valley,"
"within 5 minutes of Old Town Scottsdale and adjacent to Paradise Valley!" It is close to
Scottsdale Fashion Square Mall, restaurants, theaters, and entertainment, and 15-20
minutes from Phoenix International Airport.

Schools: Zoned for the highly-rated Scottsdale Unified School District, including Hopi
Elementary, Ingleside Middle, and Arcadia High School.

2.2. Local Housing Market Conditions

Median Home Price (85251): Approx. $750,000 (4% YoY appreciation). The subject
property's list price ($428,000) is well below the median, reflecting its townhome/condo
status.

Rental Market: Average market rent for a comparable 3-bedroom, 2-bathroom townhome in
the area is estimated between $3,200 and $3,500 per month for long-term rentals.

Market Temperature: Balanced, with 45 days on market and 3.5 months of housing supply,
indicating healthy demand.

3. Investment Strategy Analysis & Viability

3.1. Long-Term Rental (Buy and Hold) - Not Viable

Estimated Market Rent: $3,600 - $3,900 per month.

Estimated Annual NOI: $20,910 (calculated as $40,800 gross annual income minus $19,890
in estimated annual expenses, including $10,212 for HOA fees).

Potential Capitalization (Cap) Rate: 4.88%. While "not terrible on paper," this is based on the
initial price and doesn't fully reflect cash flow after debt service.

Verdict: "Not Viable." The "extremely high HOA fee of $851/month severely compresses the
net operating income. While the Cap Rate is not terrible on paper, the actual cash flow after
debt service would be minimal to negative." A quick projection shows "Estimated Monthly
Cash Flow: -$1,000" and states, "This property will not cash flow and will be a constant
financial drain as a long-term rental."

3.2. Short-Term / Vacation Rental (STR) - Potentially Viable, High Risk

Market Potential: "Excellent." The location is "ideal for an STR," with proximity to major
events (Barrett-Jackson, WM Phoenix Open, Spring Training), entertainment, dining,
shopping, golf, and business corridors.

Revenue Projections:Average Daily Rate (ADR): $275 (annual average), with peak season
(Feb-Apr) rates of $425-$550/night and off-season (Jul-Sep) rates of $210-$275/night.



Estimated Occupancy Rate: 55% - 65% (well-managed property).

Estimated Gross Annual Revenue: $75,000 - $95,000.

Regulatory Check: Scottsdale has "stringent STR regulations," requiring state and city
licenses, liability insurance ($500k minimum), 24/7 emergency contact, neighbor notification,
and transient lodging taxes. These are "manageable but require diligent operational
oversight."

Verdict: "Potentially Viable." "The revenue potential is very strong and is the only rental
strategy that could overcome the high HOA fee." However, this is "offset by significant
operational requirements and regulatory risks." The "path to profitability will depend entirely
on professional management, dynamic pricing, and a superior guest experience."

3.3. Fix and Flip - Marginally Viable / None

Rehab Costs: The property is already "remodeled to include Quartz countertops and a Metal
Mosaic backsplash in the kitchen." A "ROM estimate of $15,000" for light cosmetic work.
Estimated ARV: Conservative $510,000 based on comps. Another report suggests $435,000
- $445,000.

Estimated Gross Profit (before costs): $67,000 ($510,000 ARV - $428,000 purchase -
$15,000 rehab).

Key Considerations: This gross profit would be "eroded by holding costs" (estimated $5,106
in HOA fees for 6 months), and "transaction costs (commissions, closing costs) of ~7% on
the final sale ($35,700)."

Verdict: "Marginally Viable" to "None." "The profit margin is likely too thin to justify the market
risk... limited opportunity to 'force appreciation' through renovation."

4. Key Financial Metrics & Concepts

Return on Investment (ROI): A standardized metric to compare investment opportunities.
Cost Method: ROI = (Investment Gain - Investment Cost) / Investment Cost. Example:
($200k - $150k) / $150k = 33%.

Out-of-Pocket Method: ROI = (Investment Gain - Initial Cash Investment) / Initial Cash
Investment. This method uses leverage and typically shows higher returns. Example: ($200k
- $150k) / $70k = 71%.

A "good" ROI varies by risk tolerance; many investors aim for returns matching or exceeding
the S&P 500's historical average of about 10%.

Net Operating Income (NOI): Total income minus operating expenses (excluding mortgage
payments, capital expenditures, taxes, interest). It measures a property's ability to generate
revenue and profit.

Capitalization Rate (Cap Rate): NOI / Asset Value. "Generally speaking, the higher the cap
rate, the higher the risk." This is a key metric for evaluating investment properties,
particularly commercial/multi-family.

Cash Flow: Net cash left after receiving rents and paying expenses. "If it's negative, you
won'’t be able to pay your bills or make a profit."

Cash-on-Cash Return: Net cash flow after debt service / Total cash invested. It measures the
return on the actual cash invested, including debt service.



Debt Service Coverage Ratio (DSCR): Net Operating Income / Debt Payments. Lenders use
this to assess repayment ability. A ratio of 1.25-1.5 is typically required by A and B lenders,
meaning "your rental property produces 25% more of additional income after debt service."
Operating Expenses: Recurring costs to maintain a rental property in good condition,
including marketing, property management fees (8-12% of monthly rent),
repairs/maintenance, insurance, property taxes, and HOA fees. Excludes mortgage
payments, capital expenses (roof replacement, HVAC), investor income taxes, and
depreciation.

Depreciation: An IRS allowance for wear and tear on residential investment property (e.g.,
$110,000 property / 27.5 years = $4,000 annual depreciation). Reduces taxable income but
does not affect cash flow.

Discounted Cash Flow (DCF): A technique for investment appraisal where future cash
inflows and outflows are expressed in present-day terms using a discount rate that reflects
the cost of capital and inherent risk. Techniques include Gross Present Value (GPV), Net
Present Value (NPV), Internal Rate of Return (IRR), and External Rate of Return (ERR).
NPV: The surplus or deficit present value of monetary sum above or below the initial outlay.
A positive NPV indicates the investment yields a return greater than the target rate.

IRR: The percentage rate earned on each dollar invested over its holding period, where the
Net Present Value (NPV) is zero. It allows comparison of alternative investments based on
their yield.

5. Financing Options (for a Self-Employed Investor)

For an experienced, self-employed investor with a strong credit profile and significant liquid assets,
aiming for an STR:

Non-QM / DSCR Loan (Primary Recommendation):Max LTV / Down Payment: 75% / 25%
Estimated Interest Rate: ~9.25% (30-yr Fixed/ARM)

Underwriting Basis: "Qualifies the property, not the borrower." Uses projected STR income
(e.g., from AirDNA) to qualify, not personal tax returns.

Pros: Ideal for STRs, self-employed investors, no personal income verification.

Cons: Higher rates and down payment than conforming loans.

Conforming Investment Loan:Max LTV / Down Payment: 80% / 20%

Estimated Interest Rate: ~8.00% (30-yr Fixed)

Underwriting Basis: Personal DTl & Income, requiring full tax returns.

Pros: Lowest rates & fees.

Cons: "Strict DTI limits, tax returns" can be a "hurdle" for self-employed investors.

Hard Money / Bridge Loan:Max LTV / Down Payment: 70% / 30%

Estimated Interest Rate: ~12.0% (Interest-Only)

Underwriting Basis: Property Value / ARV.

Pros: Fast closing, funds rehab.

Cons: High cost, short term. "Not a suitable or cost-effective tool" for a long-term hold STR,
as the property is already remodeled.

6. Risks and Concerns



Extreme HOA Fee: The "single greatest risk" at $851/month, consuming ~25% of potential
gross rental income, making traditional rentals unworkable and significantly increasing
holding costs for a flip or STR.

STR Regulatory Risk: Scottsdale has "some of the most stringent STR regulations." Future
changes "could impose additional restrictions, fees, or licensing requirements, impacting the
viability of the most promising strategy.”

Thin Flip Margin: Existing remodels limit value-add potential, making profitability sensitive to
market appreciation during holding, sales price, holding duration, and unexpected repairs.
Property Age (1979): Implies older systems (plumbing, electrical, HVAC), requiring budgeting
for higher capital expenditures not typically covered by HOA.

Property Taxes: Annual $918 "seems low for the property's value and may be subject to
reassessment after the sale."

Environmental Risks: Maricopa County faces "Very High" heat wave and drought risk, which
could lead to higher utility costs and impact long-term desirability.

Legal Risks: Zoning laws, environmental regulations (CERCLA), Fair Housing Act, RESPA
compliance, and property titles are crucial considerations. "Specialized legal advice is
invaluable."

Market Risk: Economic cycles, interest rate changes (current 30-year fixed mortgage rate is
7.15% and rising, Fed Funds Rate 5.25%-5.50%), housing supply/demand, and "location,
location, location" significantly impact ROI.

Ignoring Property Management Costs: Underestimating these (typically 8-12% of monthly
rent, plus other fees) can "erode your investment returns."

Over-Leveraging: Taking on excessive debt (high LTV ratios, often exceeding 80-90%) is
"dangerous" and a "classic trap" that can lead to negative equity, cash flow vulnerability, and
foreclosure.

7. Due Diligence and Mitigation

Thorough Inspections: Essential to uncover potential issues like structural damage, outdated
systems, or pests.

Legal and Financial Due Diligence: Reviewing property titles (current owner: Sarah Jenkins,
with an existing Deed of Trust to Wells Fargo Bank N.A.), zoning, and financial statements is
critical.

Detailed Contracts: Use "detailed, legally reviewed contracts with protective clauses" to
manage disputes and failures.

Market Research: Conduct "systematic gathering, analysis, and interpretation of data" to
understand trends, demographics, and economic indicators.

Contingency Planning: Develop plans for unexpected events like tenant defaults, natural
disasters, or market downturns, including emergency funds and backup strategies.
Diversification: Spread investments across different property types and geographic locations
to reduce risk.

Build a Team of Experts: Utilize real estate agents, property managers, attorneys,
accountants, lenders, contractors, and insurance agents.

Set Clear Investment Goals: Define "specific financial targets, preferred asset classes, and
investment strategies."



Treat Real Estate as a Business: Maintain "detailed business systems with complete and
accurate records," develop financial intelligence, and build emotional resilience.

HOA Document Review: Critically, for this property, the "absolute first step" is to "obtain and
confirm, in writing, that short-term rentals are permitted without restrictive clauses" by
reviewing the CC&Rs for SCOTTSDALE ENTRADA. If STRs are forbidden, the property
should be avoided as an investment.

8. Final Recommendation

Do Not Proceed.

The property's "prohibitive carrying costs, specifically the HOA fee, make it an unsuitable investment
vehicle at the current asking price." While the location and long-term appreciation potential in
Scottsdale are attractive, "the financial burden of the carrying costs outweighs the benefits of the
location." The short-term rental strategy offers the only potential path to profitability but is high-risk
due to regulatory uncertainties and the intense management required to overcome the significant
fixed costs.
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