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years in| Conporate management k Jerorg getting my:
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Real estate investor withymy wife since: ff ’I\ e.lbunt rehabbed,

flipped, rented sold; yu!;ulred o1, lent.oniand owner financed over

200 deals in 6 years ‘ . !l ’

Spent 5 years in Atlanta; recently: moved to Howard County.

Owner of 123Flip.com, author of “The Book on Flipping Houses”

and “The Book on Estimating Rehab Costs.”




The Anatemy: of a Flipping Business

Marketing
| Selling

Acquisition

A
Successful
Project

Capital




What WeWillF & YWenit Be Covering

Market Analysis
* Determining Farm Area

* Analyzing Farm Area

Your Acquisition Team

» Real Estate Agent

Acquisition

 General Contractor

Understanding Deal Types
« REOs

« Short Sale Strategies

* Probate/Trustee Sales

« Retall Strategies

Analyzing Deals

Marketing for Deals

» Direct Malil

* Purchasing Off the MLS
« Auctions

 Internet Marketing

« Advertising

« Bandit Signs

« Working w/Wholesalers
The Foreclosure Process

Property Criteria
Talking to Sellers '\



Given: 1
» Address; 5026 Pl m%utmf’ r
e List Price: $58,000 _, |
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hole point of deallanalysisiis tc Jr' stermine:
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SO, NOW WHAT?
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This Is the most you can pay for this deal and still
achieve your desired profit '[9[1@@'[.
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* | prefer something motr r\'el“ r»- led to help avoid

potential losses
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My MPP Formula (*¥he Flip Formula™)

il
.' T
-' Rehab Costs - leed ll |
Where 4L

I
ARV is t !x-, - Ve esa‘l value

Rehab Costs s!" S to renovate
f| 4
~ixed Costs are all other project costs

APF

Profit is your desired profit on the deal
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VIEHOUSHOFESUManGg ARV

N . lluﬁlll“l,
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e Three ar ,,-l'hm 10 analyze prepe value
/28 P19

1. Sales Comparable Method:
2. Income Method -‘iﬂ’
3. Replacement Cost od’

* For residential property, stick with Sales
Comparison Method
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WhatfISFSalesComparson?

Bases value on what “similar” properties in the
“vicinity” have sold forrecently”

Vicinity = %2 mile preferably (much smaller in
urban areas/much larger in rural areas)

Recently = Past 3 months preferably

Similar = Age, Style, Size, Condition, etc
=
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Steps lerCompletercomp Analysis

Goal Is to create anapples:ie-apples comparison:

1. Gather specs on subject property” (your house)
2. Find at least 3 comps (similar, vicinity, recent)
3. Collect specs on comp preperties

4. Adjust values of comp properties

5. Normalize your values and average

Let’s look at an example... A



Step 45 SPECSIONISUP]ECT Property.

Age
Square Footage 1350 SF

e A ]

|




subject
property

h'ri:‘;_rg 2

‘..

Pilgr

Comp +
recently sold

G- R
£ .
3 ’\’l' A
2 s AL

a¥ W N v o
MORGAN Panxv.«‘gs &
4 e TUNINGS " - ‘,

- < B %
_ o ‘an .A‘*‘STATE " ’i : ’-
re— N IVERSITY

3

s 15
3 300
MONIEBRCLOIPARK S5




Step: 35 SPECSIONIECOEM P! PIOREIIES

| comi | com2 | comp3
Age

Partially Finished Full, Finished Full, Unfinished
Attached Attached Detached
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Steprds AdjustiComp: Valles

S loderwen | comwr | comz | comps

+ 35000 SAME -$2000
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Step) 58 NermalizerValles & AVerage

I T T T
SALE PRICE $135,000 $142,700 $159,900

ADJUSTMENTS + $8500 - $12,000
ADJUSTED VALUE: $143,500 $142,700 $147,900




PIUGUIRGNRNE ARV

. ‘fia. ARV - Rehab Costs - Fixed Costs - ﬁr it
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Seme bisclalimers

1. This is NOT a tuterialienrestimating rehab costs

2. My methodologiesbelow: are MINE only...you're
welcome to use them (ebviously), but don't
expect them to work In your situation

3. Do not use this as a benchmark for your prices -
- Maryland is a new market for me, so it's
possible that you guys are better at this
than | am or are getting better prices! /}
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RENEAPICOMPORENTS

Exterior Components Interior Components General Components

2. Gutters/Soffit/Fascia 23. Mold

24. Termites

25. Miscellaneous

3. Siding

5. Decks/Porches

6. Concrete 16. Insulation
7. Garage

18. Carpentry

19. Interior Painting

9. Septic System

10. Foundation 20. Cabinets/Countertops

{ Al



CoSESHmation - Roof

- Start with Tootprint el thie nouse:

¥
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+ Xby15toa ynr for pitch/waste: =
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Small roof (tear-off/re | al;ﬁtit $250/square

ROOF ESTIMATE: 2
[

Only doing hal th




CoSl Estimationi=Extenor Paint

=
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 50% Brick, so .
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EXTERIOR PAINT EST IVIATE:

* Always round up...




Cost EStimation=—iltandscaping

> For general lawni maintenant

flower/curid .-ur)r)_»w e
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CoSFEStmation'— Demo

L111TTY
» ook TN
- Cank difficult torestimaie i &

. |\/|y Cre Pr fﬁi _,f [1f0[=S) $500/D3Y‘ |

- This is & 'ourcfrr~UeserrJem anc fuII
cosmetic gut of the mainilevel, ith removal of a
lot of plaster, tile al clﬁu trash

« My estimate is 4 full days o Work.

* (2) 30-Yard Dumpsters @ $500/each:

DEMO ESTIMATE:
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Cost Estimationt=Ritmbing

Many: different way/siterestiniate electrical

| like to appreach it fiem several angles and see If
they all converge terabeut the same number

Replace supply: $250/fixture (~fixtures):
New supply/drain under slab:

New tub/shower:

Fixtures/finishes: $100/fixture (~4 fixtures):

PLUMBING ESTIMATE:



Cost Estimatien'— Electrical

Many: different way/siterestiniate electrical

| like to appreach it fiem several angles and see If
they all converge terabeut the same number

Upgrade service/panel:

Rewire house: $75/device (=50 devices):
Fixtures/finishes: $50/fixture (~10 fixtures):
Smoke/CO Detectors:

ELECTRICAL ESTIMATE:



COST EStimationr= Elgcm al

.‘(a y. different weay/SHerestimel
» | like to approach it ffem severa

they all conv arge to about the sa

» Replace HVAC: _)
 Run new ducts In bz
e Other work (1 day)
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HVAC ESTIMATE:

00/ton | )' |
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PIumomJ/Elermc:_ll/rd\/r\g Sanity Check
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 Full gu e ﬁmwl/oh 1IN J/rJ\/r\ul
» | typically e !‘i terpay: $50001d
+ That's in Atlanta.. this is Ma p\%o
Let’s factor in a .c m:ul 0%:
This isn’t a full gut...

This Is only about 80-90% replacement:
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BaSemenitlEayoult

storage/mechanical

P

Room
12°-1" x 130"

landin




COSHESHMalOR=Eraming
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COST EStimationt=insulation

hsulation needed!along 407 g-f wall ' “ |

Ith st r:)'-J ’owcarwr tha go %]0) CaVItleS |
Each cs ity is 8’ t -' 3|' ,

. 8’ x 30 Cavitie |
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« R-21 Insulation (sm | ) $2.00 LF

INSULATION ESTIMATE:
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CoSst Estimation’™=—Sheetrock

New sheetrock thiretgheut house: ~1600 Sk

Sheetrock is 8 x 4" = 32 SF: Total of ~50 Sheets
Cost per sheet: $40/sheet:

Plaster repair througheut house: Significant
Estimate at 3 days work for crew of 3 guys
$450/day + Materials: $1350 + Materials )

SHEETROCK ESTIMATE:



CoSt EStimation=Carpentry

Doors & Tirim

Doors: Type Qty Labor/Dr Material/Dr Total

Exterior $1050

Interior $960

Door Total:

Trim: ~$1/sf of finished area for very basic trim
~1500 sf of finished area:

CARPENTRY ESTIMATE: /}



CoSt Estimationt=interor Paint

29l 1500 of: $2250




Cost EStimationi—Caninets/Countertops
- »- - | ‘ l 3 =
.G'en NELS: A ‘l ¥
. Kitchen f of cabinets: $200/LF:

— I ) 1 [l
« Bathroom - ICIN: '. i
i ] .

e

* Countertops: ﬁ_-:;:
» 25 square feet of granite: 4/SF:

CAB/COUNTER ESTIMATE:

[



COSHESHMaton=Eloonng

-« Refinish Hardwood: 700isfi $2.25/sf:

r

» |nstall Cs

Iy

rpet/Pad: 700 sf: $2/sf

U;’

[ e
e |nstall Tile: OE* B /Jr $95(!

FLOORING ESTIMAT




COSHESHIMAOR=PERMILS
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CosttEstimatien'™— MISc

fzrior: $1000
. Appliances::;{" 0
,..

e Cleaning:

* Punch List: /

MISC ESTIMATE:




ReRa N EEStHS

BUDGET ESTIMATE

1,500.00
Exterior Paint
Landscaping

3,000.00
5,400.00
6,000.00

AV RPN RPN RV R R
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Framing

’

S
3

Interior Painting

=
2
2

Cabinets/Countertops
Flooring

=
2
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500.00
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PIUg@InGRtHErRENAN COSTS

ARV Rehab Costs - Fixed Costs,l- ﬁif' t
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CategeHES OIFEIXEd CoSts

»> Purchase Costs > Selllng Costs
" |nspection Costs Commissions
= Closing Costs = Closing Costs
= Transfer Fees = Concessions
= |[ender Fees = Transfer Fees
= Wholesaler Fees = Home Warranty.

»> Holding| Costs

= Mortgage Payments

= Property Taxes

= Utilities

= |asurance

= [ awn Care/Snow Removal

-/



FIXEWNCOSTSI OIS Project

PURCHASE COSTS:
Closing Costs
Transfer Fees
Wholesaling Fees

HOLDING COSTS:
Property Taxes
Utilities
Insurance

SELLING COSTS

Commission To Buyer's Agent
Buyer Closing Costs/Concessions
Selling Closing Costs

Transfer Fees

Home Warranty

Realtor Fees

PROFIT: $20,000.00




PIUG@INGNRFMEFIXEU COSTS

ARV Rehab Costs - Fixed Costs,l- ﬁif' t
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$140, n h 0,0C LA $?
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HeWAVIUCHTProfit?

o Profit Trade-Off:

— Too much, unlikely'yourllifget the deal at your MPP
— Too little, IntrodUCEeS riskeand Iowers your iIncome

 Most Investors tend tewards 10-20% of resale
price, with a minimum $$$ target

* My Criteria: 15% of ARV, $15K Minimum



PIUYEIRENRRIERPLOTIT

ARV Rehab Costs - Fixed Costs,l- ﬁif' t

4 ‘m | "ot\) .

$140, n h 520,0C Jll' $21,00
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PULIRGHPATIBIOYELhEN

: ARV Rehab Costs - Fixed Costs,l- ﬁif' t
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$140 ol!*h’ *.‘m $»2],ot\)
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Managimg Y euUContractorns

Cover yourselfwWithiContracts and paperwork.
Always check references PEefore you hire.
Never pay anead ofithe work:completed.
Get a schedule before the work starts.
Visit the job site often.

At the first sign of trouble, get rid of a him.
=

|



