How Does This Work?

Southwest Homes step-by-step guide to your guest home purchase.

We’re here to guide
you throughout the
entire process, from the
beginning to close of
escrow and thereafter.

We understand you may be venturing into completely uncharted territory, and
you may not know how this process works, what to expect, and what your role
and our roles are. So, we created this simple guide to give you as much information
as possible to help you understand how it all works. We believe knowledge is power!
The more you know and understand, the smoother the process will be.
Southwest Homes will complete every project needed to finish your home and
property prior to you moving in including, but not limited to, permits, utility
installation, home set-up, grading, concrete, etc. We created this guide to give you
insight and knowledge so you’re not wondering, “what’s going on with my house,”
and “how long does each step take to complete?”. We hope this will help you and
give you guidance during the entire process. We are always available to answer
questions and address concerns, so don’t hesitate to contact us.

Obtain financing through a lender or bank. This process takes approx. 6-12 weeks.
Select your new guest house floor plan and choose your decor, colors, etc.
Permitting - County or city building permits take anywhere from 4-12 weeks.
The septic permit application (if applicable) is submitted at the same time as the
building permit.
5. Home order is submitted to the factory.

Financing

1.
2.
3.
4.

Site Work &
Home Setup

6. When the building permit is issued, we will complete the foundation and footers
7. The house is delivered. Your home will deliver in approximately 8-12 weeks after
the final order is submitted to the factory.
8. (2 section homes only) The house is set-up: married or joined together, interior
and exterior marriage lines are sealed.
9. Trenching for, and hooking up the utilities. Or installing new where needed.

Detail Work

10.
11.
12.
13.
14.

Painting - interior and exterior where needed
Flooring installation
Concrete landings and patios
Air Conditioning unit installation
Landscaping, Fencing, and other exterior work

15.
16.
17.
18.
19.
20.

When all work is complete, we will call for state and county final inspections.
Certificate of Occupancy is recieved!
Final walk-through within 1 week prior to closing.
Final payment or draw is paid.
Close escrow.
Your new guest house is ready to occupy!!

This phase is almost always
the longest part, taking
anywhere from 2 to 4
months.

This part typically takes 2-4 weeks
depending on utilities locations or
new install of septic and well.

All interior finishing and exterior
work is completed in this phase
(approximately 3-4 weeks)

Final Tasks

Time to wrap it up!
This part usually takes only a few
weeks unless there’s a delay with
the final inspections.

What is a Guest House/ADU
The Definition: Guest House or ADU (Accessory Dwelling Unit)
What is the definition of a Guest House or Accessory Dwelling Unit (ADU)?
An accessory dwelling unit (ADU) is a legal and regulatory term for a secondary
house or apartment that shares the building lot of a larger, primary home. The
unit cannot be bought or sold separately, but they are often used to provide
additional income through rent or to house a family member. For example, an
elderly parent could live in a small unit and avoid having to move to an assisted
living facility.
• An accessory dwelling unit (ADU) is an additional residential
building that occupies the same lot as a primary residence.
• Examples of an ADU could be a guest house or a detached garage
with a rented apartment above.
• The establishment and use of an ADU will fall under different
zoning rules and regulations depending on where you live.
• An ADU can provide additional income in the form of rent.
Understanding Accessory Dwelling Units (ADUs)
The ADU is also known as an in-law or mother-in-law unit, secondary dwelling
unit, granny flat, or carriage house. An ADU usually has its own kitchen, living
area, and separate entrance. An ADU may be attached to a house or garage, or
it can be built as a stand-alone unit, but it generally will make use of the water
and energy connections of the primary house.
After the housing boom that followed World War II, most U.S. residential areas
were zoned to set limits on both population density and the size and separation
of single-family dwellings. More recently, zoning changes in a growing number
of areas around the country allow for the addition of ADUs. These zoning laws
generally limit the size and style of any new unit and require that the owner lives
on the property.

DID YOU KNOW...
The average cost of assisted living in Northern
Arizona $3,500 per month or $42,000 per year!
The average cost of independent living in Arizona
is $2,382 per month or $28,584 per year!
This is higher than the national average of
$1,729 per month.

BENEFITS OF BUILDING AN ADU / GUEST HOUSE
1. ADU Rental. ADUs can provide valuable rental income for the homeowner. With
options ranging from full-time renting to Airbnb style, this can be a great way to
get a little extra cash in your pocket. Additionally, it will likely increase your overall
potential property resale value.
3. Multi-generational Living & Guest House. For those with older family members
who may need assistance, this can provide an alternative to expensive assisted
living facilities. The same goes for providing low-cost housing for adult children
who may need to return home for a while. Additionally, the space can be used for
guests. Whatever the case, having separate, private spaces is incredibly valuable for
long-term guests.
4. Work From Home Office. Being able to separate being at work from being at home
is invaluable. Create a more professional environment and eliminate the commute
by creating the ultimate work-from-home “office.” With many professionals now
working remotely full-time, a dedicated office space makes all the difference.

5. Studio Workspace. Whether you’re a yogi, musician, fine artist, or woodworker,
an ADU can be incredibly useful. By choosing an ADU for these scenarios, you can
design and plan the space according to the specific needs of your craft. This means
that specialized ventilation can be built in, soundproofing, specialized flooring for
yoga, and custom built-in storage solutions.
6. Multi-Use Space. No matter what you’re using the space for, there’s always an
option to make it multi-use by putting a Murphy bed into the space to accommodate
guests–these can fold up and be put away when guests aren’t using it. Designing
the space so that there is designated storage to put items away in an organized
fashion also helps accommodate different uses of the space. This may look like a
family lounge, studio, or pool house by day, but can easily convert to living quarters
when needed.
The construction of a site built guest house costs on average $250 s.f.
For a 1.200 s.f. guest house, your cost will be $300,000!
The construction of a factory built guest house costs on average $150 s.f..
For a 1,200 s.f. guest house, your cost will be $180,000. That’s $120, 000 less
than site built, not to mention months, maybe even years of time saved!

Guest House Sizes

What size Guest House/ADU you can have on your property?

Depending on the area your property is in, you can have up to 1,200 sq. ft. or 50% of
the total square footage under roof of your primary residence, whichever is greater, in
addition to the principal residence.

GUEST HOUSE SIZE ALLOWANCE IN THE QUAD-CITIES AREA:
YAVAPAI COUNTY:

DEWEY-HUMBOLDT:

(all areas outside of city limits; including, but not limited to: Paulden,
East Prescott Valley, Unincorporated areas of Chino Valley)

GUEST HOME as defined under Section 301 (Definitions), subject to the
following performance standards criteria: with a minimum parcel size of
seventy thousand (70,000) square feet in size in the R1L Zoning District (just
under 1.5 acres); a minimum parcel size of thirty-five thousand (35,000) square
feet in the R1 Zoning District. (just under 3/4 acre).

GUEST HOME as defined under Section 301 (Definitions), subject to the
following performance standards criteria: with a minimum parcel size of
seventy thousand (70,000) square feet in size in the R1L Zoning District (just
under 1.5 acres); a minimum parcel size of thirty-five thousand (35,000) square
feet in the R1 Zoning District. (just under 3/4 acre)
A. The parcel or lot meets or exceeds the noted required area in size and the
primary structure setbacks set out under the Density District are met.
B. A common driveway is shared by the primary and guest home structures.
C. The guest home does not exceed seven hundred fifty (750) square feet of
livable building area or twenty-five percent (25%) of the total square footage
of the primary structure livable building area under roof, whichever is greater.
D. A kitchen facility is permitted in the guest home structure.
E. One (1) guest home allowed per parcel.
CHINO VALLEY:
All residential “SR” zoning: One (1) guest house, with a livable square footage
that does not exceed one thousand two hundred (1,200) square feet or fifty
(50) percent of the total square footage under roof of the primary residence,
whichever is greater, in addition to the principal residence.

A. The parcel or lot meets or exceeds the noted required area in size and the
primary structure setbacks set out under the Density District are met.
B. A common driveway or entrance must be shared by the primary and guest
home structures.
C. The guest home does not exceed seven hundred fifty (750) square feet of
livable building area or twenty-five percent (25%) of the total square footage
of the primary structure livable building area under roof, whichever is greater.
D. A kitchen facility is permitted in the guest home structure.
E. One (1) guest home allowed per parcel.
F. The guest home must be serviced and metered by the primary structure
electric utility hookups. Individual Guest Home septic systems may be approved
where necessary in order to reduce sewer line extensions as authorized by the
county environmental unit.

Refer to your property zoning guidelines for set-backs.
AR-4 and AR-5 Zoning: One (1) guesthouse, with a livable square footage that
does not exceed one thousand two hundred (1,200) square feet or seventy-five
(75) percent of the total square footage under roof of the primary residence,
whichever is greater, in addition to the principal residence.
PRESCOTT VALLEY:
Guest houses are only allowed based on the size of the main house vs. set backs
on property. However, no kitchen or cooking facilities are allowed in a guest
house.

DID YOU KNOW...
ADUs can often be an affordable housing option. As a
smaller living space, the cost of renting an ADU can be
lower than that of a larger apartment. Additionally, adding
to the overall supply of housing across Yavapai County
tends to promote stable rent levels.

Financing

How to Finance the addition of a Guest House / ADU
WHAT ARE THE OPTIONS FOR FINANCING, AND WHAT’S RIGHT FOR YOU?
There is a lot to figure out when you are deciding to move forward with your ADU project. Zoning codes, permits, design, contractor estimates, the list goes on.
But without the proper financing, your project will grind to a screeching halt. With the recent rise of ADUs in Arizona, lenders and banks are just now struggling to catch
up to growing demand and specific loan products tailored to ADUs still have yet to be developed. Most homeowners today, rely on savings or home equity to pay for their
projects.

OPTIONS TO FINANCE YOUR ADU
Home Equity Loans & HELOCS

Cash-Out Refinancing

Home equity is the most common way for homeowners to finance their ADU
project. It makes sense to leverage the stored value in your home when planning
to make improvements to it that will ultimately cause it’s value to rise. When
adding in the income that the ADU could generate in the years to come, home
equity financing becomes a smart choice for many homeowners who need loans
to build ADUs.

A second option which is similar to Home Equity Financing but structured
differently is cash-out refinancing. If you would like to change your mortgage
provider entirely on your existing home loan, get a lower rate, or consolidate the
new project financing into your existing home loan, refinancing could be the best
option for you. In cash-out refinancing, the lender will look at the current appraisal
value of your home, compared with the principal value remaining on your current
mortgage. If your home has increased in value substantially since your purchased
it, then you may be eligible to refinance it for the current appraisal value and get
cash out based on your new equity balance. Ask your prospective lender about
qualifying for a cash-out refinancing as an alternative to home equity financing.

Home equity financing comes in two typical flavors; Home Equity Loans, which
provide a fixed amount of cash available to you with a fixed repayment schedule,
and is backed by the equity you own in your home. And Home Equity Line of Credit
(HELOCS) which are also backed by the equity in your home, but are structured
as revolving lines of credit that have shorter repayment terms and only charge
interest on the balance you have drawn on the line.
While both options provide a clear path to financing for your ADU project, each
product is more suited to specific situations, so it important to evaluate the
expected timelines and cash outlays required for your project before deciding
which product is the best fit for you.
Good Old Savings Account
Cash is king, and of course if you’ve been able to save for your project over the
years, then maybe jumping through all of the hoops required to get financing
for your project is not worth the hassle. Not to mention, you could end up saving
money in the form of premiums and opportunity cost while your money is tied
up long term. Unfortunately, this is not the case for most homeowners who are
otherwise perfectly qualified to build an ADU.
Many of the ADUs built today are financed mostly or entirely with the
homeowner’s cash savings. The lack of specialized financial products for ADUs is
a clear drag on the current production of ADUs in cities and something that we
hope to help solve in the years to come.
If you are planning to build an ADU in the near term, it is certainly important to
be sure that you have some cash savings in order to cover up front expenses for
design, feasibility and permitting costs at a minimum, as these expenses could
potentially be lost if the project turns out not to be feasible or the costs are
outside of your original budget.

Communicate with Lenders About your Goals for the project
When communicating with lenders about your project, make sure to give them
the facts of your situation, why you are building the ADU, eg. increased property
value, extra income, or space for family and friends. Make sure that the use you
are proposing is, in fact, allowed in your jurisdiction. It is also important to have
a general understanding of how much the project is likely to cost, a timeline for
permitting and completion and ideally the service providers that you plan to work
with, eg. the architect and or contractors on the project.
Lenders will be looking at the usual suspects of your application: credit, home
equity, assets and income. But they will also factor in aspects of the project
that are relevant such as, expected value of the improvements to the home,
and the income that it might generate. One other thing to declare would be
if the improvement is expected to generate savings for your family, such as
consolidation of your family’s living expenses. An example of this would be
constructing an additional bedroom for an elder to save money that would
otherwise be spent on a nursing home
The more organized and upfront you are with your lender about the project, the
easier the process of securing financing for your project will be. It is also helpful
to seek out lenders that are knowledgeable about ADUs as they can be helpful in
sorting out the nuances of these projects in your local area.

DID YOU KNOW...
A 2021 Porch Survey found homes with an ADU see an average 35% increase in resale value over homes without an ADU. As a longterm investment, a housing option for you and your family, and a potential source of passive income, ADUs are hard to beat!

Why wait? Contact us today to get started!
928-899-3845 | sales@southwesthomesaz.com
southwesthomesaz.com

Southwest Homes is dedicated
to helping local residents with
affordable housing options.

