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Tools:
• Deal Analyzer for Flips
• Property Repair Estimate Sheet
• Glossary of Common Terminology

You Will Be Able To:
• Determine a reasonably accurate value for the subject property
• Create a comparables package
• Use the Deal Analyzer for Flips to provide you with the information you’ll need to
determine whether or not a particular deal will meet your financial goals
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The 3-Step Deal Evaluation
Process
Evaluating a deal is a 3-step process. We’ve structured the process this way so that you can quickly identify
whether or not a particular buying opportunity is worthwhile or not. As a real estate investor, one of the most
valuable things you have is your time. It’s important not to waste it.

Stage 1: Phone Analysis
(10 minutes—in office)
This stage of the deal evaluation process takes place while you are on the phone with a prospective seller taking a
lead, and continues for a few minutes after you hang up the phone.

Fill out a Seller Lead Sheet
Analyzing Deals

Before you can evaluate a deal, you’ve got to first have a lead—that is, a prospective seller. Locating a lead, and
then using the Seller Lead Sheet to determine if the lead is hot, warm, or cold, is the first step in the deal evaluation
process. Check out the publication The Seller Lead Sheet System for detailed information on how to use the
Seller Lead Sheet to qualify your leads.

Quick look up—Zillow/Zestimate
While you’re walking your lead through the Seller Lead Sheet phone interview, look up the property on Zillow
(www.zillow.com) or a similar site and compare the estimate of market value (called the Zestimate in the case
of Zillow) against what the prospective seller says he or she wants for the property.
− If the prospect wants a dollar amount that matches or exceeds the Zestimate, or is not much under,
then you’ll immediately know that the deal is unlikely to meet your profitability goals and is need of a
major concession in price on the part of the seller.
− If the lead gives you a price that is significantly less than the Zestimate, then there is a strong indication
that this is a hot lead, and you should push for an immediate appointment to meet with the seller and get
an in-person look at the property.

Remember!
We highly recommend that you use two monitors or
a laptop and a desktop when you’re doing quick
property lookups. Have Zillow or the MLS on one
screen and your database on the other screen.

Analyzing Deals
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The 3-Step Deal Evaluation Process
Your Stage 1 goals
Before you complete Stage 1 of the deal evaluation, you should...
1. Determine the seller’s motivation level.
2. Determine a rough initial value for the subject property.
3. Determine the approximate value of the property against what
the seller wants to get for it.
4. Determine if you should make an in-person appointment with
the seller.
5. Answer these six questions:
o Why does the lead want to sell the property?
o What is the rock bottom price the lead will sell the property for
right now?
o What is the estimated repair cost?
o What mortgages or liens does the seller owe on the property?
o What is the estimated value of the property?
Analyzing Deals

Stage 2: Desktop Analysis
(30 minutes—in office)
Assuming that you’ve decided in Stage 1 of the deal evaluation process that the subject property has potential,
Stage 2 should take place after the initial phone call with the seller but before your in-person meeting. This is the
largest section of deal analysis and it will determine whether you not you visit the subject property. It is during this
stage that you will find that 80 to 85% of the leads that come in are not hot leads and will require additional follow
up to make them appointment worthy. The remaining 15% to 20% of your leads are hot leads and it is for these
sellers that you will create comparables (also known as comps for short) packages and buying appointment folders.

Valuation
While the Zillow Zestimate and the information you gain from a seller when you complete the Seller Lead Sheet
will give you an initial barometer about the value of the subject property, you’ll want to dig a little deeper to
confirm these numbers.
− Look up the property card. You can find the property tax card for most any property in the county records
where the property is located. The records are typically available online, and they contain details about the
property including assessed value (for tax purposes), the heated square footage, the number of bedrooms and
bathrooms, and much more.

Warning!
This is where we look for inconsistencies between
what the seller told us and the official tax records.
Don’t be afraid to call the seller back and verify
information prior to meeting if need be.
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The 3-Step Deal Evaluation Process
− Look up MLS comparables. You can find all kinds of information in the MLS
(multiple listing service) for the subject property, including the prices that
similar properties in the area sold for in the past. When you pull properties to
use as comps for your subject property, be sure that they are:
o Within a ½-mile radius.
o Within the past six months.
o A similar style of home with approximately the same square footage.
o About the same number of bedrooms and bathrooms.
− Look up other valuation sites. In addition to the MLS and Zillow, there are
many other useful valuation sites. These include:
o Trulia (www.trulia.com)
o SiteXdata (www.sitexdata.com)
o RealQuest (www.realquest.com)
o HomeGain (www.homegain.com)
o FlipComp (to see if FlipComp is available in your area visit
www.flipcomp.com)

Lead classification and follow up
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There are four kinds of leads: Hot, Warm, Cold, and Agent Referral. Here’s a brief
description of each:
− Hot lead: This is a lead that you feel so good about that you want to set an
appointment for an in-person meeting—the sooner the better. TIP: This is a
lead you more than likely have already set an appointment with on the phone.
− Warm lead: This is a lead that you want to make a verbal offer on before you
set an appointment for an in-person meeting. The response to your offer will
determine whether or not it’s worth your time to meet with the lead.
− Cold lead: This is an unmotivated seller who is ambivalent to your interest
in the property, or it is a seller whose price doesn’t make financial sense for
you and you can’t gain any further concessions.
− Agent Referral lead: This is an unmotivated seller whose property is not
listed on the MLS who you decide to forward to a realtor with whom you work.

Create a Buying Appointment Folder
This folder will contain all the necessary paperwork to sign a contract with the
seller, including:
− Purchase and Sale Agreement
− Backup Purchase and Sale Agreement
− Additional Creative Contracts (e.g., Owner Finance, Sub To, etc.)
− Authorization to Release Information
− Property Disclosures
− (Realtor) Listing Agreement
− Leave-Behind Seller Credibility Packet

Analyzing Deals
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The 3-Step Deal Evaluation Process
Create a Short Sale Buying Appointment Add-On Folder
If you expect to help the seller execute a short sale on the property it’s imperative
to have the necessary information explaining what a short sale is and how you can
help. This folder will contain the following documents:
− Short Sale Checklist
− Financial Statement
− Option Agreement
− Leave-Behind Short Sale Credibility Packet

Create a Comps Package
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This package contains the documents you will use to help determine your offer
when you meet with the seller at the property, including:
− Property card
− MLS comps
− MLS map with comp pushpins
− Trulia, SiteXdata, RealQuest, HomeGain, FlipComp comps
− Profit Analyzer for Flips
− Property Repair Sheet
− Realeflow data entry and attachments

Preparing for your meeting with the seller
As you get prepared for your in-person meeting with the seller, you should
accomplish the following actions:
− Send a thank you and appointment confirmation email to the prospect
− If a short sale, send short sale documents email attachment
− Call to set comps showing appointments
− Call the seller to confirm the appointment
− Review your Buying Appointment Folder

Your Stage 2 goals
Before you complete Stage 2 of the deal evaluation, you should…
1. Verify all information the seller told you by pulling a property card
2. Find accurate comps so you don’t waste time evaluating the property when
you drive the comps before meeting with the seller.
3. Determine the After Repair Value (ARV) of the subject property to get a
rough estimate of what the subject property will be worth if it is fixed up and
resold in pristine condition. Go online and use MLS and other comparables
resources to determine this value.
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The 3-Step Deal Evaluation Process
4. Determine the As-Is Value of the subject property to get a rough estimate
of what it is worth in its current condition. Use the same valuation tools as you
did previously.
5. Classify the lead and decide what your approach will be. Are you going
to set an appointment or make a verbal offer? Once the verbal offer is made,
are you going to set an appointment, follow up, or refer the lead to another
agent? Once you decide what your approach will be, then place the lead in
the appropriate folder.

Remember!
Make sure you have several contracts with you,
including creative contracts such as Owner
Financing, Subject To, and Options contracts. You
never know when you will need them. Always see your
local investment attorney/title company to have
these documents created or reviewed.

Analyzing Deals

Stage 3—In-Person Analysis
(1.5 hours en route to and at property)
This stage of the deal evaluation process starts 30 to 45 minutes before your meeting
with the seller, and it extends to your in-person meeting in his or her home. During
this stage, you will perform a pre-valuation en route to your meeting and then walk
the property and see if it matches up to the seller’s description as you determine
a more-accurate value. During the course of your meeting, its imperative you take
the opportunity to build rapport and trust with the seller.

Property pre-valuation
As you are driving over to your in-person meeting with the seller, conduct a
pre-valuation of the subject property by doing the following:
− Drive by the closed comparables
− Drive by the pending sales
− Drive by the active listings
− Drive by the subject property
Once you’ve completed all your drive-by analysis, make sure you re-analyze your
As-Is Value. It’s important to check for inconsistencies with the subject property
and the surrounding homes. This is your time to make sure your exit strategy you
had in mind is still the best option having seen the surrounding area.

Analyzing Deals
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The 3-Step Deal Evaluation Process
Buying appointment
The meeting with a seller is an exciting event—you just never know what you’re
going to find when you get to the property. You may discover that the property
needs far more work than the seller let on, or you may be pleased to find that
you’ve got a real gem that you’ll be able to exit with little or no repairs or rehab
required. The focus of the buying appointment is building rapport with the
seller—you want to create a solid foundation of trust and goodwill that will help
you successfully negotiate and close a deal. Here are the steps to a successful
buying appointment:
− Take control of the seller meeting
− Establish rapport and find common ground
− Build company value and credibility
− Isolate seller motivation
− Determine needed repairs
− Adjust the Deal Analyzer for Flips (if you use a computer or smartphone
during appointments)
− Present Offer to Purchase

Your Stage 3 goals
Analyzing Deals

Before you complete Stage 3 of the deal evaluation, you should...
1. Conduct your property pre-valuation. Before meeting with the seller, take
time to understand what the home is worth and then formulate a preliminary offer.
2. Meet with the seller at the property. Introduce yourself and devote some
time to small talk to build rapport before you begin your inspection. Inspect
the interior and exterior of the property, taking notes about any unanticipated
issues that may require you to spend more money to correct than you anticipated. If
you feel strongly that the property meets your financial goals, and if you haven’t
already made an offer on the property, this is when and where you will do it.
3. Use the Property Repair Estimate Sheet to develop an estimate of what
the repairs and/or rehab will cost to make the property saleable or to bring the
property up to code.
4. Re-evaluate your MAO to make sure it’s in line with your previous thoughts
before you arrived at the property for your meeting.
5. If you haven’t already made on offer on the property, write an Offer to Purchase.
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Deal Evaluation Tools

There are a variety of tools available to you to help provide you with the information you’ll need to decide if a
deal is going to meet your own financial goals. Here are some of the most important.

Multiple Listing Service
The multiple listing service (MLS) that realtors have access to is a great tool for gathering information for your
deal analysis, and we recommend someone in your office be a licensed agent to gain MLS access. While access
to the MLS is generally limited to real estate brokers, their agents, and appraisers, you can access much of the
information on a variety of public websites. However, the MLS is superior and a preferred tool because it is generally
more accurate and current than most of the online real estate sites.
Some of the information available on the MLS includes:
Analyzing Deals

− Price
− Number of bedrooms and bathrooms
− Square footage
− Listing agent or broker
− Historical sales information
− Information on nearby properties for sale
− Average Days on the Market
− Photos of Comparable Homes

Real Estate Valuation Websites
You can obtain a remarkable amount of information about properties using powerful online real estate
websites such as the following:
− Zillow.com
− Listingbook.com
− PropertyShark.com
− Trulia.com
− SiteXdata.com
− RealQuest.com

Analyzing Deals
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Deal Evaluation Tools

Deal Analyzer for Flips
The Deal Analyzer for Flips is a very powerful tool for determining whether a
particular deal is going to meet your financial goals or not. The Deal Analyzer for
Flips already has all the formulas you need built into it. Input some key information,
and it will provide you with the information you need to make an informed decision
such as Net Profit, Holding Costs, and ROI. We cover the Deal Analyzer for Flips in
detail in the next section.

Property Repair Estimate Sheet
The Property Repair Estimate Sheet is a critical deal evaluation tool. When used
properly, it will provide you with a solid estimate of how much you will have to
spend to fix up the property. The Property Repair Estimate Sheet is a spreadsheet
designed to outline all the costs of a project so you can assess the costs associated
with the improvements you will make. Here’s a look a few of the items on the
sheet:

Analyzing Deals

− Roof
− Exterior paint, siding
− Windows
− Plumbing
− Electrical
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− Foundation
− Flooring
− Kitchen
− Bathrooms
− Walls

Analyzing Deals

Understanding the Deal
Analyzer for Flips
The Deal Analyzer for Flips is an extremely powerful tool for quickly and easily performing a full financial analysis
on any property of interest. With minimal inputs—easily obtainable through real estate listings, property tax
cards, sellers, and a little due diligence, the Deal Analyzer for Flips will automatically calculate a variety of financial
measures for you.

Section 1: Inputs
To calculate your potential profit on a deal, you will first need to gather some basic information and then input
it into the Deal Analyzer for Flips. These inputs include such things as After Repair Value, As-Is Value, Purchase
Price, Interest Rate on First Mortgage, Total Square Footage, and more.
8/19/13
Mission Bay Drive
Single Family Rehab
INPUTS
After Repair Value
$300,000.00
Marginal Tax Bracket:
0%
AS-IS MLS Value
$225,000.00
Total Square Footage
0
Wholesale Investor Value
$185,000.00
# of Units
0
Estimated Rehab Cost
$30,000.00
Prepayment Penalties
$0.00
Purchase Price
$175,000.00
Selling Recording Fees
$200.00
Estimated Hold Time (months)
6
Is the Building Occupied (Y/N)
N
First Mortgage or Private Mortgage (% PP)
100.00%
*Interest Rate On Internal Capital - has a premium over our
Interest Rate On First Mortgage
15.00%
cost of money in order to apply a weighted value to a cash
Second Mortgage (%PP)
0.00%
heavy (or light) deal
Interest Rate On Second Mortgage
0.00%
**Financing Origination Costs are calculated as points where
Interest Rate On Internal Capital*
0.00%
one point equals 1% of purchase price. Default is set at 3
points
Financing Origination Costs**
$5,250.00
Estimated Property Taxes
$2,500.00
ESTIMATED NET PROFIT SNAPSHOT
Annualized Cash on Cash Return
429.94%
Estimated Net Profit
$47,778
note: assumes sale on or before
2/15/14
Return on Investment (ROI)
23%
PURCHASE ANALYSIS
Purchase Price
$175,000
$613
Escrow Fees°
$5,250
Financing Origination Costs
$938
Title Insurance°°
$200
Recording Fees°°°
$225
Title Search
$182,225
Total Purchase Price
100.00%
$175,000
First Mortgage
0%
$0
Second Mortgage
$7,225
Down Payment

Analyzing Deals

Date
Description:

°Escrow Fees CA - is $4 per $1000 purchase
°°Title Insurance - $500 plus 1/4% of purchase price
°°°Recording Fees - if mortgage origination costs = 0, then recording fees = $100, if mortgage origination costs >0, then recording fees = $200

Estimated Rehab Cost
Insurance¹
Property Taxes
Utility Costs¹¹
Financing Costs¹¹¹
Analyzing
Deals
Total Holding Costs

REHAB ANALYSIS

ESTIMATED HOLDING COST ANALYSIS

$30,000
$1,550
$2,500
$300
$13,125
$17,475
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Understanding the Deal Analyzer for Flips

Section 2: Estimated Net Profit Snapshot and Purchase Analysis
Date

8/19/13

Mission for
BayFlips
Drivecomprises two
The
Estimated Net Profit Snapshot and Purchase
Analysis
section of the Deal Analyzer
Description:
Single
Family Rehab
INPUTS
parts. The first part—the Estimated Net Profit Snapshot—provides
you with a quick look at a few key financial
After Repair
Value
$300,000.00
Marginal
Bracket:
measures,
such
as Annualized Cash-on-Cash Return,
before you move
on Tax
to the
other sections of the0%
Deal
AS-IS
MLS
Value
$225,000.00
Total
Square
Footage
0 As an
Analyzer for Flips. You’ll quickly get an idea of the kind of return you can expect on the subject property.
Wholesale Investor Value
$185,000.00
# of Units
0
investor
the
first place
entered yourPrepayment
informationPenalties
is the yellow section of$0.00
the Deal
Estimated
Rehab
Cost you should look once you’ve
$30,000.00
Analyzer
Flips.
Purchasefor
Price
$175,000.00
Selling Recording Fees
$200.00
Estimated Hold Time (months)

6

Is the Building Occupied (Y/N)

N

Firstsecond
Mortgage
or of
Private
Mortgage
PP)
100.00%
The
part
Section
2—the(%Purchase
Analysis—is
made up of a mix of standard, pre-programmed (such
*Interest Rate On Internal Capital - has a premium over our
Interest
Rate
On
First
Mortgage
15.00%
as Attorney Fees and Title Search) and numbers repeated from thecost
Section
1 inputs
Purchase
of money
in order to(such
apply aas
weighted
value toPrice
a cashand
Second Mortgage (%PP)
0.00%
heavy (or light) deal
First
Mortgage).
Interest Rate On Second Mortgage
0.00%
Interest Rate On Internal Capital*
Financing Origination Costs**
Estimated Property Taxes

Annualized Cash on Cash Return
note: assumes sale on or before

Analyzing Deals

Purchase Price
Escrow Fees°
Financing Origination Costs
Title Insurance°°
Recording Fees°°°
Title Search
Total Purchase Price
First Mortgage
Second Mortgage
Down Payment

**Financing Origination Costs are calculated as points where

0.00%
one point equals 1% of purchase price. Default is set at 3
points
$5,250.00
$2,500.00
ESTIMATED NET PROFIT SNAPSHOT
429.94%
Estimated Net Profit
$47,778
2/15/14
Return on Investment (ROI)
23%
PURCHASE ANALYSIS
$175,000
$613
$5,250
$938
$200
$225
$182,225
100.00%
$175,000
0%
$0
$7,225

°Escrow Fees CA - is $4 per $1000 purchase
°°Title Insurance - $500 plus 1/4% of purchase price
°°°Recording Fees - if mortgage origination costs = 0, then recording fees = $100, if mortgage origination costs >0, then recording fees = $200

Estimated Rehab Cost
Insurance¹
Property Taxes
Utility Costs¹¹
Financing Costs¹¹¹
Total Holding Costs

REHAB ANALYSIS

$30,000

ESTIMATED HOLDING COST ANALYSIS

$1,550
$2,500
$300
$13,125
$17,475

¹Insurance - Occupied = $.77/$1,000 + $500 - Vacant = $6/$1,000 + $500
¹¹Utility Costs - are estimated at $200/month
¹¹¹Rehab Holding Costs - are assumed to be incurred for 1/2 of the overall holding period, and are assigned the interest rate on internal capital

Estimated Gross Sales Price
Escrow Fees
Realtor Fees
Transfer Tax
Home Warranty
Staging
Marketing
Recording Fees
Net Sales Price
Total Purchase Price
Estimated Rehab Costs
Holding Costs
* Assumes sale on or before
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PROFIT ANALYSIS

6.00%
0.12%

2/15/14

Note: rehab costs are divided by 2 because rehab money is paid in installments for the
life of the project

Estimated Net Profit
Return on Investment (ROI)
Purchase Internal Capital

$300,000.00
$613
$18,000
$360
$350
$2,000
$1,000
$200
$277,478
$182,225
$30,000
$17,475
$47,778
23%
$7,225

Rehab Committed Capital / 2
$15,000
Analyzing$22,225
Deals
Total Committed Capital

Estimated Rehab Cost
$30,000.00
Prepayment Penalties
$0.00
Purchase Price
$175,000.00
Selling Recording Fees
$200.00
Estimated Hold Time (months)
6
Is the Building Occupied (Y/N)
N
First Mortgage or Private Mortgage (% PP)
100.00%
*Interest Rate On Internal Capital - has a premium over our
Interest Rate On First Mortgage
15.00%
cost of money in order to apply a weighted value to a cash
Second Mortgage (%PP)
0.00%
heavy (or light) deal
Interest Rate On Second Mortgage
0.00%
**Financing Origination Costs are calculated as points where
Interest Rate On Internal Capital*
0.00%
one point equals 1% of purchase price. Default is set at 3
points
Financing Origination Costs**
$5,250.00
The
Rehab Analysis pulls the Estimated Rehab Cost$2,500.00
from Section 1, and the Estimated Holding Cost Analysis
Estimated Property Taxes
provides you with information on estimated
Insurance,
Property
Taxes, Utility Costs, Financing Costs, and Total
ESTIMATED
NET PROFIT
SNAPSHOT
Holding
CostsCash
for the
property. This is429.94%
the section that most
investorsNet
don’t
take into account when
Annualized
on subject
Cash Return
Estimated
Profit
$47,778
note: assumes
salemargins
on or before
2/15/14
on Investment
analyzing
profit
on a deal. We know the
longer you hold aReturn
property,
the higher(ROI)
your Holding Costs23%
will
be, so this is a crucial component to the Deal PURCHASE
Analyzer forANALYSIS
Flips and could make or break a deal at the end of
Purchase Price
$175,000
the
day.
$613
Escrow Fees°
$5,250
Financing Origination Costs
$938
Title Insurance°°
$200
Recording Fees°°°
$225
Title Search
$182,225
Total Purchase Price
100.00%
$175,000
First Mortgage
It’s important when you’re first
starting out to use
$0
Second Mortgage
6 months as your Hold Time on0%
a standard renovation.
$7,225
Down Payment

Understanding the Deal Analyzer for Flips

Section 3: Rehab Analysis and Estimated Holding Cost Analysis

Remember!

°Escrow Fees CA - is $4 per $1000 purchase
°°Title Insurance - $500 plus 1/4% of purchase price
°°°Recording Fees - if mortgage origination costs = 0, then recording fees = $100, if mortgage origination costs >0, then recording fees = $200

Estimated Rehab Cost

$30,000

ESTIMATED HOLDING COST ANALYSIS

$1,550
$2,500
$300
$13,125
$17,475

Analyzing Deals

Insurance¹
Property Taxes
Utility Costs¹¹
Financing Costs¹¹¹
Total Holding Costs

REHAB ANALYSIS

¹Insurance - Occupied = $.77/$1,000 + $500 - Vacant = $6/$1,000 + $500
¹¹Utility Costs - are estimated at $200/month
¹¹¹Rehab Holding Costs - are assumed to be incurred for 1/2 of the overall holding period, and are assigned the interest rate on internal capital

Estimated Gross Sales Price
Escrow Fees
Realtor Fees
Transfer Tax
Home Warranty
Staging
Marketing
Recording Fees
Net Sales Price
Total Purchase Price
Estimated Rehab Costs
Holding Costs
* Assumes sale on or before

PROFIT ANALYSIS

Estimated Net Profit
Return on Investment (ROI)
Purchase Internal Capital

$300,000.00
$613
$18,000
$360
$350
$2,000
$1,000
$200
$277,478
$182,225
$30,000
$17,475
$47,778
23%
$7,225

Rehab Committed Capital / 2
Total Committed Capital
Annualized Cash on Cash Return

$15,000
$22,225
429.94%

6.00%
0.12%

2/15/14

Note: rehab costs are divided by 2 because rehab money is paid in installments for the
life of the project

Analyzing Deals
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Total Purchase Price
First Mortgage
Second Mortgage
Down Payment

$182,225
$175,000
$0
$7,225

100.00%
0%

Understanding the Deal Analyzer for Flips

°Escrow Fees CA - is $4 per $1000 purchase
°°Title Insurance - $500 plus 1/4% of purchase price
°°°Recording Fees - if mortgage origination costs = 0, then recording fees = $100, if mortgage origination costs >0, then recording fees = $200

Section
4: Profit Analysis
Estimated Rehab Cost

REHAB ANALYSIS

$30,000

ESTIMATED HOLDING COST ANALYSIS

For
most real estate investors, Section 4 is going to be of greatest interest, because this is where you’ll find
out
$1,550
Insurance¹
your
Estimated
$2,500
Property
Taxes Net Profit after accounting for the Sales Price and typical selling expenses such as Attorney
and
Realtor
Fees, Conveyance Tax, Recording Fees, and more. Remember: Realtor Fees are negotiable and$300
can
Utility
Costs¹¹
$13,125
Financing
Costs¹¹¹
change.
If you
own your own brokerage, you will want to adjust the Realtor Fees to 3%.
Total Holding Costs

$17,475

¹Insurance - Occupied = $.77/$1,000 + $500 - Vacant = $6/$1,000 + $500
¹¹Utility Costs - are estimated at $200/month
¹¹¹Rehab Holding Costs - are assumed to be incurred for 1/2 of the overall holding period, and are assigned the interest rate on internal capital

Analyzing Deals

Estimated Gross Sales Price
Escrow Fees
Realtor Fees
Transfer Tax
Home Warranty
Staging
Marketing
Recording Fees
Net Sales Price
Total Purchase Price
Estimated Rehab Costs
Holding Costs
* Assumes sale on or before

PROFIT ANALYSIS

Estimated Net Profit
Return on Investment (ROI)
Purchase Internal Capital

$300,000.00
$613
$18,000
$360
$350
$2,000
$1,000
$200
$277,478
$182,225
$30,000
$17,475
$47,778
23%
$7,225

Rehab Committed Capital / 2
Total Committed Capital
Annualized Cash on Cash Return

$15,000
$22,225
429.94%

6.00%
0.12%

2/15/14

Note: rehab costs are divided by 2 because rehab money is paid in installments for the
life of the project
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Common Terminology

MAO – Maximum Allowable Offer, which is the absolute highest offer you will be willing to make on a particular
property. Calculate MAO using the following formula:
MAO = (.7 x ARV) - Repairs
Scope of Work – “SOW” This is the list of “to-dos” that you will give to a contractor who is going to rehab your
property and is used to estimate repair costs.
Profit Margin – The difference between what you pay for a property and what you sell it for, less all expenses.
ARV – After Repair Value, which is the market value of a property after all repairs and rehab have been completed.

Analyzing Deals
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Cash-on-Cash Return – This is your return on your initial investment in the property.
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Forms

Here are forms you’ll need to analyze your deals. They include:
− Deal Analyzer for Flips
− Property Repair Estimate Sheet

Analyzing Deals

Analyzing Deals
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Forms
8/19/13
Mission Bay Drive
Single Family Rehab
INPUTS
After Repair Value
$300,000.00
Marginal Tax Bracket:
0%
AS-IS MLS Value
$225,000.00
Total Square Footage
0
Wholesale Investor Value
$185,000.00
# of Units
0
Estimated Rehab Cost
$30,000.00
Prepayment Penalties
$0.00
Purchase Price
$175,000.00
Selling Recording Fees
$200.00
Estimated Hold Time (months)
6
Is the Building Occupied (Y/N)
N
First Mortgage or Private Mortgage (% PP)
100.00%
*Interest Rate On Internal Capital - has a premium over our
Interest Rate On First Mortgage
15.00%
cost of money in order to apply a weighted value to a cash
Second Mortgage (%PP)
0.00%
heavy (or light) deal
Interest Rate On Second Mortgage
0.00%
**Financing Origination Costs are calculated as points where
Interest Rate On Internal Capital*
0.00%
one point equals 1% of purchase price. Default is set at 3
points
Financing Origination Costs**
$5,250.00
Estimated Property Taxes
$2,500.00
ESTIMATED NET PROFIT SNAPSHOT
Annualized Cash on Cash Return
429.94%
Estimated Net Profit
$47,778
note: assumes sale on or before
2/15/14
Return on Investment (ROI)
23%
PURCHASE ANALYSIS
Purchase Price
$175,000
$613
Escrow Fees°
$5,250
Financing Origination Costs
$938
Title Insurance°°
$200
Recording Fees°°°
$225
Title Search
$182,225
Total Purchase Price
100.00%
$175,000
First Mortgage
0%
$0
Second Mortgage
$7,225
Down Payment
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Date
Description:

°Escrow Fees CA - is $4 per $1000 purchase
°°Title Insurance - $500 plus 1/4% of purchase price
°°°Recording Fees - if mortgage origination costs = 0, then recording fees = $100, if mortgage origination costs >0, then recording fees = $200

Estimated Rehab Cost
Insurance¹
Property Taxes
Utility Costs¹¹
Financing Costs¹¹¹
Total Holding Costs

REHAB ANALYSIS

$30,000

ESTIMATED HOLDING COST ANALYSIS

$1,550
$2,500
$300
$13,125
$17,475

¹Insurance - Occupied = $.77/$1,000 + $500 - Vacant = $6/$1,000 + $500
¹¹Utility Costs - are estimated at $200/month
¹¹¹Rehab Holding Costs - are assumed to be incurred for 1/2 of the overall holding period, and are assigned the interest rate on internal capital

Estimated Gross Sales Price
Escrow Fees
Realtor Fees
Transfer Tax
Home Warranty
Staging
Marketing
Recording Fees
Net Sales Price
Total Purchase Price
Estimated Rehab Costs
Holding Costs
* Assumes sale on or before

PROFIT ANALYSIS

Estimated Net Profit
Return on Investment (ROI)
Purchase Internal Capital

$300,000.00
$613
$18,000
$360
$350
$2,000
$1,000
$200
$277,478
$182,225
$30,000
$17,475
$47,778
23%
$7,225

Rehab Committed Capital / 2
Total Committed Capital
Annualized Cash on Cash Return

$15,000
$22,225
429.94%

6.00%
0.12%

2/15/14

Note: rehab costs are divided by 2 because rehab money is paid in installments for the
life of the project
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Forms
Property Repair Estimate Sheet

Street Address:___________________________________________ Date:____/______/______ Inspected:
City:______________________________ Bedrooms:____ Bathrooms:____ Sq.Ft:___ Vacant :____
Inspection Checklist

Yes

#
Units

No

Repair Cost Calculations
(Single ): $ 6,000
Gutters $1,500

2. Exterior Paint / Siding / Stucco?

Paint: Sing. Fam 1500 sq ft: $3,000
Siding (Single 1500 sqft):$ 7,000
Stucco: over existing-$3,000/floor w/ minimal patch

3. Need Windows?

# of Window x $250 (Standard installation – no exterior
patch)
Add $50-$75 per window depending on amount of exterior
patch

4. Garage Need Repair?

1 Garage Door: $550
w/Opener Installed: $950
1 Reframe Structure: $1,500
1 Car Paint: $500
2 Car w/Paint:$1000 Roof New: $2,000 (Adjust up on
for size)

5. Yard cleaned or landscaped?

Clean Yard (Easy):$250 Clean Yard (Hard):$750
Landscape (Easy):$500 Landscape (Hard):$1,000

6. Heating/AC or furnaces need replacing?

Replace 1 Hot Air Furnace: $ 2,000-$2,500 depending on
sizeReplace 1 Wall Heater: $ 500
AC and Heat $6000

7. Plumbing need repair?

Plumbing: $ 2,500 per floor (new bathroom & kitchen
fixturs incl)
Replace 1 H2O Heater: $500
Tankless: $1500

8. Electrical Need Repair?

1 New Panel: $1,000 - $1,500
1 New Service, Panel, Rewire House: $4,000 per floor

9. Foundation need repair?
10. Basement need repair?

Reframe 1 Support Beam: $300Seal Basement: $ 250
Pour Concrete Floor: $800(5yrds)
Replace Stairwell: $1000 Jack 1 Support Beam: $200

11. Need interior paint?

Interior Paint: $1.5- 2 a sq. ft. as a general rule (minimal
prep) Single Family: 1500 sq. ft $2500
3 Family 3000 sq ft: $4,500
Add $500-$1000 for additional prep if needed

12. House need carpet?
13. House need tile / vinyl?
14. Floors need to be sanded?

Quick Rule: Single Family: $1,300
Carpet Rule: Sq ft. / 9 x $12-$15=Cost
Ceramic Tile: $10 sq/ft material & labor Sheet Vinyl: $2
sq/yd Hardwood Install = $6.00 sq/ft
Sand & Refinish= $2.00sq/ft

13. Unit 1 kitchen need repair?

Single Family Rental: $2,000
Single Family Owner: $4,500
Single Family Nice: $5,500 - $6,500
Single Family – High End: $8,000 - $10,000

17. Kitchens need appliances?

Low End $1,500 Mid Range $3,000 High End $5,000+

18. Baths

1 Unit Redone Completely Full Bath: $ 2,000 - $2,500
1 Unit Redone Completely Half Bath: $ 1,500

19. Sheetrock damaged or need replacing?

General Rule: $3.00 a sq. ft for total gut job finished
Single Fam Patch:$500-1000 Rule of thumb: 4’x8’ sheet is
$40 to rock, tape & prep for paint

Analyzing Deals
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1. Need a roof, gutters?

Repair Cost

21

Forms
Property Repair Estimate Sheet
20. Dumpsters?
21. Decks?
22. Pergalo?
23. Termite Damage
24. Fence?
25. Other:

Dumpsters: $500-600 per dumpster – 30yards
Single Family Patch: $1,000 in dumpsters
Decks: 10x10 = $2,000 15x15= $3,0
Build Pergalo: $1500 - $3000
Minimum $1000 or 50% of quoted termite repair cost
Fence: $1000 - $2500

Repair Cost x .05

26. Miscellaneous

Total

ARV:
ARV Features:

Outside: Street: + - Curb Appeal: + - Neighbors: + - Backyard: + Usable Lot: + View:____ (0-10 Rating, 0 being no view at all, 10 being unobstructed panoramic views) Garage: 0 1 2 + Inside: Layout: + - (Fixable Y N) Kitchen: + - Bedrooms: + - Bathrooms: + - Master Suite: Y / N

Analyzing Deals

Utilities:

City Water / Well

Sewer / Septic

Natural Gas / Propane

Notes:___________________________________________________________________________________________________
_________________________________________________________________________________________________________
_________________________________________________________________________________________________________
______________________________________________________________________________________
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