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E-BOOK: Flipping Houses Start -Up Guide

As you know, the real estate market has taken a dramatic change in the past eighteen months. Most
investors think a downturn in a market is a bad thing and many have become frightened by the
market.

But did you know that throughout history some of the mo st successful real estate investors have made
their fortunes in flat and down markets?! In fact, there is no better time in history to make huge

profits in real estate because of the amount of distressed properties out there that you can pick up for

litera Ily pennies on the dollarE

WhatOs my secret? Well, | have a step -by - step system for buying and selling real estate in a down
market and in thise  -book | am going to show you exactly how YOU can get RICH tooE

So why do you want to learn from me? Well, fi rst off | and my partners are REAL people, not some
pretend experts who teach investing concepts from 10 years ago. In the past four years alone we have
bought and sold 300 properties and are self made millionaires.

You may recognize us from our hit TV s how on A&E called OFLIP THIS HOUSEO, which follows our team
around as we buy and sell real estate using the exact strategies detailed in this guide! In fact, the

reason the show selected us is because our company is considered to be one of the largest hous e
flipping companies in the country.

So what does this mean for you? It means the concepts and strategies we will teach you will work in
TODAYOS market! This Ofranchise -likeO system is what every day people are using to build massive
amounts of wealth in  todayOs market.

In fact, | guarantee you that we can knock at least five years off of your learning curve by learning the
concepts weOll teach you. It means that by replicating my systems you too will LIVE THE
EXTRAORDINARY LIFE.

For me, my definitio  n of an extraordinary life meant to take control of my future and achieve financial
freedom. It was the dream of being the BEST at something in life.

WhatOs your extraordinary life? Ask yourself the question OWhat is my WHY?O Why are you reading
this e-book, what is it that you want to achieve? What is your true motivation? 1tOs not money:; itOs
what that money can PROVIDE FOR YOU. Maybe you want to be the 800 pound guerrilla in your
marketplace, or maybe you want to close two deals a year to retire comfortably. Not having a
roadmap stops you from succeeding. Let me introduce to you the roadmap to achieving wealth

through real estate investing..
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PATH TO SUCCESS AS A REAL ESTATE INVESTOR

Pyramid of Success for Any Business 1JU-</‘ .
Lo
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Knowledge i s power. This statement could not be more true in its

application to real estate investing. In the real estate game, the most

knowledgeable players are always the most successful. Knowledgeable

investors thrive on information and they are consistently seek ing and finding resources to improve
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their knowledge. The information they seek is specialized knowledge, the finer details you might
say, within the niche in which they operate. If you do not continue to gain new knowledge, you will fall

behind the curve.  To stay on the cutting edge in any field you must continually seek new information.
With the ever -changing real estate market, those who are educated will always be in a better position
to succeed.

How many of you would agree that high school and colleg e did not necessarily prepare you for life?! |
learned a lot about art, ancient history. In fact, if | was on Jeopardy then maybe | could have actually
used that information to make money!

After a $120,000 education, | didnOt walk away with one tool to b uild wealth. You see | read the
classicsEWar and Peace, Moby Dick, but unfortunately that big ass whale didnOt helping me increase

my bank account; the whale is not improving the quality of my life. | learned more at my first real

estate bootcamp then | did earning my four  -year college degree! Making yourself and expert in real
estate is what will make you money. Who else wants to be THE BEST at something you do? It starts
with making the decision to invest in yourself.

The Benefits of
Specialized Knowledge

Business Systems

Systems ru n businesses. When you create a solid system and implement that system in your business,
you are setting up the infrastructure to be successful. Truly efficient companies have detailed systems

in place. This allows them to insert new people at any time int 0 any position and not skip a beat. By
doing this, you can remove yourself from certain responsibilities as well as replace employees

whenever the need to do so arises. This allows you to run your business rather than have your

business run you. If you are not able to create an effective system, you will always be a prisoner

within your own business.

Business Systems allow you to duplicate your business in other markets. All successful franchise

operations have detailed business systems that allow them to efficiently and effectively replicate their
businesses at new locations. Whether your plan is to open one store or a hundred stores, a solid

business system will make this process possible.

Action

Without action, knowledge and systems do not accomplis h anything. You can go out and gain all the
knowledge you wish and create an excellent business system along with that knowledge, but if you do

not take action and implement your ideas, they are wasted. This is the step that many people will

never accompli sh. Action separates those who do from those who only dream of doing. Many people

are afraid to take action and as a result never become successful. While taking action is a risk, through

education and system development you can minimize that risk. Success ful business owners take action
everyday and as a result expose themselves to risk and failure. This is inherent in any business,

including real estate. With great risk come great rewards.
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Pyramid of Success for Real Estate Investing

Marketing

Marke ting is the first and most important step in successful real estate
investing. Marketing is what makes the phone ring and generates leads.
Successful marketing is an art, and those who do it well set themselves

apart from other investors. There are many di fferent forms of marketing
in real estate. Billboards, mail campaigns, TV, cold calling, and of course networking. With regard to
wholesale investing, there is no substitute for networking. Meeting other investors within your area is

a great way to genera  te leads. The more people you meet and talk with in real estate, the more
possibilities you have to put deals together.

Marketing is also vital to your companies brand recognition and reputation. Having a large presence in
the community through marketing helps create a strong and positive reputation. It also adds validity
to your company. Developing a good reputation through word of mouth is greatly enhanced with a

strong marketing presence within the industry and the public eye.

Wholesaling

Wholesali ng properties is an essential part of every real estate investors business. It is a way to

generate income with little or no risk. Many times, you never own the property - you simply are the
transaction coordinator. In essence, you are bringing a buyer and a seller together. Through your
marketing efforts, you locate deals and then you assign them to other investors that you locate

through networking. If your marketing machine is in motion, you should have no problem finding

sellers. Successful networking a nd being active in the real estate community will enable you to find
wholesale buyers. By developing your wholesale buyer list and networking with these buyers, they will

in turn bring deals to you. It is a win -win situation.

e R IR
Securhy Tile Guarangy Co.

T E Paskben Ave # 150
Candannlal, &5 84111
(T20) 520-0060

PAY.  MINETEEN THOUSAND NINE HUNOCRED FORTY-THREE COLLARS arc 88100

EECURTY TITLE GUARANTY 63
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TOTHE RYAN CASTOR ALEXANCER, INC
ORDER 10036 SHELVSFORD TERRACE
OF  PARKER, CO 80134 1
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HERE'S THE BREAKDOWN

Purchase Price 5135,000
After Repair Yalue S285,000 - 5300000
Estimated Repairs 570,000
5old For 5165,000
Closing costs, holding costs, other fees: 510,054
Total Profit 519,943 - see attached copy of check
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Rehabbing

The long and short of rehabbing properties is this — buying low, adding value, and making huge profit.
The most attractive benefit of rehabbing properties (as opposed to wholesaling) is the immense profit
rehabs can yield. Wholesaling allows you to gain quick cash with little risk. Rehabbing a property and
“flipping it” requires an increase in risk, but massive increases your potential return. The marketing
strategies bring in deals, with the knowledge, skills, and abilities to both rehab and wholesale gives
you the option to cherry pick which exit strategies yield the best results in each situation.

Top Six Qualities Of A Successful Investor —

1. Takes Action Profit "

2. Sales Skills =

3. Work Ethic b I

4. People and Communication Skills - Income :

5. Understands Working Smarter vs. Harder . I =
6. Leadership & Decision Making Capabilities ! TechnolosyIPTOductf|

FIGURING OUT INVESTMENT STRATEGY

There is an old adage in real estate that says you always make your money when you buy and not
when you sell! This saying embodies how you should think about buying properties in your real estate
business. This is also precisely how I choose to invest and the same way I teach others to invest. I
want to make a profit going in whether I decide to develop the property or not. There are other
approaches to investing and it is important to understand their differences.

The Appreciation Approach

A lot of investors buy properties betting that the property will appreciate over time. In fact, this
approach for making money in real estate is probably the most common investment strategy being
used across the country at the present moment. The concept is simple. Buy a property, manage it
well, hold it long enough for the market to appreciate, sell when the market is up, and retire peacefully
never to be heard from again. Of course many investors have become very wealthy over time using
this investment strategy especially when the market is hot. The buy and hold approach is a valid
strategy for making money in real estate, however there are other strategies I consider to be much
more lucrative. These are the strategies the real players in the marketplace are using to become filthy
stinking rich. These strategies will bring you returns of 50% to 500% on your money instead of a
modest 6% to 9% returns using the buy and hold strategy.

Why do I advocate against investing for appreciation? Now don’t get me wrong, I love it when
properties I am holding onto appreciate. However, investing for appreciation is too risky and I don't
have the patience for it. There are too many unknown variables influencing the value that an investor
can not control In contrast, if you invest the way I teach and buy properties 30% to 50% below
market value what risk do you face if the market drops 10%? What risk do you face if the market
drops 15%?7? You still have an asset worth more than what you paid for it and you can dispose of that
asset quickly and still make a profit.

E FortuneBuilders www.FortuneBuilders.com or (888 )807 -9964
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The Value Added Approach

One of the best ways to invest is to add value to an existing property. There are plenty of techniques

for add ing value to a property. Physically improving the existing structure of a property, finding hidden
wealth through zoning changes, buying in bulk and selling by the unit, creating disproportionate

returns through creative financing are all examples of value added approaches. All of these methods
are examples of how an investor can use superior information and knowledge to increase the value of

a property.

The value added approach is a much better strategy for making money in real estate compared to the

app reciation bet. However, there are still many risks associated with this approach. Sometime the

risks will outweigh the reward, but not every investor knows this before they go into a project.

Anytime you develop or redevelop property there can be problems that pop up along the way. These
unknown variables give the value added approach a certain amount of risk. Will the rehab cost

predicted actually turn out to be more? Will deadlines for construction be met or will the project drag

out eating up all the pro  fit? Will the market turn on me during the development process?

This being said there is more money being made in the real estate market everyday with the value
added approach than any other form of investment. So why is this still not my favorite form o f
investment? Well, letOs discuss this below.

Buying with Equity

This is my favorite investment strategy and the number
one technique | prefer to teach. The concept is simple,
market well, buy a property for significantly less than

the current market va  lue, and ensure yourself a hefty
profit when you close. This means you could do
absolutely nothing to the property and turn around and
sell the property the next day for significantly more

than you paid. This means you don't have to add value
to the proper ty in anyway to achieve a sizable profit.
No building, no leasing, no rehabbing, no zoning changes required for this investment strategy. It's a
beautiful investment strategy and all you have to do is learn how to find these deals, put them under
contract, and wholesale them to another investor for more.

My investment strategy is simple and can be summarized in one line. Never purchase a property

unless you can turn around and sell the property the following day for more money. What this means

isthat | am  buying properties under market value with built in equity. This rule applies to every type
of property and every type of deal | look at from single family houses to raw land. | want to play the

real estate game on my own terms. | want to have options wit h the properties | buy because it helps
eliminate risk.  And if | choose to do anything to the property then | will only increase the profit margin

| have already secured.

This approach can now be used in conjunction with the value added approach to creat e some of the
most profitable deals out there. | donOt like the idea of having to develop the property in order to make

a profit. | want to know | can make a profit from day one without having to do anything to the

property, but if | choose to develop then I know | am making a safer bet.
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MARKETING FOR DEALS

When youOre thinking about finding deals, you always want to get one -on-one with the seller directly.
YouOll get the properties at the lowest price by cutting out the middleman. YouOll incur an ad ditional
cost when buying the property from a wholesaler or a property listed on the MLS (which means your

incurring real estate agent commission).

The biggest mistake most investors make is they hit the whole marketplace with their marketing.
ThatOs a complete waste of time and money. You see the problem is that when marketing to the
masses, only 5% of those sellers are actually motivated.

| teach investors how to go after highly targeted lists. Target marketing is how you turn small dollars
into big d ollars. Targeting is where leverage comes from. With a minimal marketing investment youOll
target sellers (for example in pre -foreclosure, bankruptcy, landlord with bad tenants, person who
recently inherited a property, fire damage) who are all likely be motivated enough to sell you a
property at a discount.

But consider this, each and every type of motivated seller listed above is effected by something

different. The have different reasons for selling. What is going to cause someone in foreclosure to

respond to you, is very different then divorce, which is very different then if they recently inherited a

property. This explains why generic marketing yields a low response because you will only generate a
response if you are addressing their specific pr oblem. Generic marketing pieces and bad lists will cost
your thousands of dollars (trust me | know because | made these mistakes my first year in the

business). You must have campaigns geared towards the individual sellers.

Now | realize you may be think ing Ol donOt have the money to invest in marketingO or Ol donOt have the
time to implement multiple campaigns.O Listen, every investor, including my partners and I, had
these exact roadblocks when we first got into real estate. YouOre either working a fu I-time job with

less than 15 hours a week to devote to real estate; or itOs the exact opposite; you have a lot of time
on your hands but very little money. | teach my students how to spend little or no time and money to
get more out of their marketing.

Our Marketing For Deals Home Study Course includes 53 different marketing strategies for every
stage of your real estate career. For this introductory e -book 1Ove narrowed it down to the top five
strategies you can implement right away and run simultaneo usly to consistently generate quality
leads.

First, you start out with 1 campaign, then 2 campaigns. The leads start coming in, you invest a little,
the return is amazing on these under market value deals.

NETWORK MARKETING

Ol1tOs not what you know, i tis who you know.O

This strategy will work best for those of you who have little or no money
to invest in marketing, but DO have a few hours a week of time. Every
successful investor has a passion for their business and canOt wait to talk to people abou tit. However,
there has to be a system to your efforts in order to maximize positive response. So what is network
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marketing, anyway? Network marketing is establishing relationships in business for purposes beyond
the reason of the initial contact. These relationships can lead to more business either directly or
indirectly through a referral. Networking is a very proactive form of marketing. It takes a daily
commitment to establish and keep relationships alive. It's not different than personal life. You must
continually work on relationships in order to make them successful. The biggest mistake that
investors make is focusing on themselves and their own needs first, but if you remember that
HELPING SOMEONE ELSE IS THE SUREST PATH TO HELPING YOURSELF you are bound to get lots of
benefits from networking with various groups of people.

Why do investors need to network market? Networking is and one of the most essential parts of a
well crafted marketing campaign. The reason networking can be such an effective avenue is because
people you deal with can associate the business with a face and a personality. This is where your
individual charisma makes all the difference in the world. People like to work with individual they
know and like. Therefore let your best qualities shine and establish a level of trust. The primary way
to accomplish this is by showing sincere interest in people, who they are, and what they do. The
overall goal of networking is to promote the business and to educate a widest possible audience on
services offered by your company. Broader exposure often leads to new opportunities, prospective
clients and new ideas and there is no better way to achieve this goal than through networking.
Networking opportunities are truly endless and only limited by your imagination and the willingness to
interact with people around you. There is virtually no one you come in contact with, that you
shouldn't make aware of what you do and what services you have to offer.

What are the best places to start networking?

The first place to start networking is your local Real Estate Investors Association. At your local REIA
you will find dozens if not hundreds of like minded investors all with different experience levels. This
is your market whether you are looking to buy or sell. We have wholesaled dozens of properties to
people we met at our local REIA in Connecticut. Likewise, we have bought dozens of properties off of
people we have met at the monthly meetings.

Another good place to network is your local homebuilders association and apartment owners
association. The homebuilders association is a different type of association whose membership usually
consists of builders and suppliers. These relationships will be very valuable in case you get into land
development or serious remodeling work. Local landlord associations can also be very valuable and a
great source of wholesale buyers for your multi-unit properties.

There are also events specifically organized for purposes of networking. They are an excellent avenue
of meeting other professionals that work in real estate and non real estate related fields. Itis a very
efficient way of establishing new relationships, because everyone has the same agenda, which is to
make most possible contacts that can benefit their business. It's like going to a singles bar, everyone
is there to mingle. This eliminates any awkwardness about getting right down to business. You will
meet many people who will be valuable assets to your marketing campaigns. At various networking
events I have met ad agency reps, media buyers, printers, and a lot of private lenders.

How to network effectively:

I am sure a lot of you are skimming this portion thinking it is not important and that you already know
how to meet people and network effectively. Unfortunately, this is not an area you want to overlook.
Becoming a charismatic person that people like and want to do business with is not easy for everyone.
It is something that takes effort and practice.
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Building rapport  quickly is something you must do when you are networking. | usually find out as

much about the other person as | can let them do most of the initial talking. | usually ask them open

ended questions so | can get them talking. People love to talk about th emselves. ItOs funny, but the
more you listen, the more people will like and respect you. After | have found out as much as possible

about them | will usually give them a little 2 -3 minute spiel about my business and how it can be of
service to them. Pe ople always want to know how you can help them so let them know. If you take

initiative and introduce them to someone they would like to know or you help them in some way they

will forever be grateful to you. Anytime | have taken the time to help a new i nvestor | have found that
my generosity will be returned to be many times over in deals they will bring to me.

Another important thing to remember is to not try and network with the whole room. When you

attend a networking event you should try to connec t with only 3 or 4 new people and find a reason for
following up with them. 1tOs the follow up component that usually leads to opportunities for you as a

real estate investor.

People You Will Want to Immediately Start Networking With:
X Beginning Invest ors
Advanced Investors/Wholesalers
Mortgage Brokers
Real Estate Agents
Foreclosure Attorneys/Probate/Eviction/Divorce Attorneys
Contractors
City Officials
Eviction Marshals
Family, Friends, Neighbors, Community Groups and Places of Worship
Bankers

X X X X X X X X X

In ord er to be truly effective at networking, you must define who you network with and what the

purpose is behind reaching different groups of people. Some individuals you'll network with to find
deals, other ones to find funding, yet another group to sell your homes and or develop favorable
relationship for the future of your business.

Key Components Of Networking To Remember
X Understand what professions/people can benefit your business and in what way
Plan which networking events apply to your networking go als and objectives
Set networking goals for each meeting
Know your audience and understand what benefits you can offer them
Build relationships by showing genuine interest in people
Follow up on regular basis to maintain the relationship
Help others succee d and they will help you do the same

X X X X X X

BANDIT SIGNS

America is a society on wheels and in a well oiled marketing machine, you must follow your customersO
living habits. This is the reason why outdoor signs are a necessary component of every marketing

plan . Signs create multiple points of contact with prospective customers and they are a cost effective
method of establishing awareness for your services in the marketplace. This is a sure way to bring in
quality leads to your business. LetOs discuss some b asic signage options perfect for beginning
investors!
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When evaluating types of signs available to your business, there is one option that is a no-brainer. A
cheap, silent and inconspicuous sellerE What | am referring to here are street signs, also known to
some as bandit signs. They come printed in a variety of sizes 6" x 18", 6" x 24", 12" x 18", 24" x 36"

with the most common size being 18" x 24". Bandit signs should be one of the first methods of

marketing employed. They are among the least expensi ve forms of advertising available to a real

estate entrepreneur and at the same time one of the most effective tools out there.

Street signs are our best marketing tool. Currently, bandit signs account for nearly 60% of incoming
leads. For this reason  alone, this tool is an absolute must for every serious investor.

What signs can do for your business is promote awareness and multiple points of OcontactO with your

customer at a very low cost. This is especially true if you are diligent and systematic in your efforts to
put them up. As discussed, repetition of a message is what gets the phone ringing, so the more signs

you can get it in front of your prospect the more leads you can generate.

Good Places for Your Signs:

Properties you own . Make sur e to place a large sign on the properties that you own. The activity

on the site will draw attention, so you always want people to know that you are in the business of

buying and renovating homes. You may face an issue with the city if the sign is too la rge, so always
check city ordinances before putting one up. Some towns have restrictions on how big the signs can

be, so call and ask.

Friends, relatives, and others . If you have friends in the areas where you typically buy, ask to put

a signin their  front yard. Many people are willing to do it for political office candidates, so they may

do the same for you. The same goes for relatives. These are just a few more places where your

message can be seen by potential customers, especially if their prop erties are located in high traffic
areas. You can even offer a small monthly fee, or possibly a referral fee for every house you buy as a

result of a lead you get from the sign on their property.

Telephone poles . This is a great place for signs. These may be a bit smaller
than property signs but they serve a good purpose and should bring you
consistent leads. The best locations are a busy intersection that gets a lot of
traffic and highway exit ramps. These locations are excellent, since when traffic

is heavy and cars have to wait on a traffic light or an intersection, the drivers

have time to look around and notice your sign. Another good place could be
outside busy parking lots, especially those of home improvement stores and
grocery stores. Make  sure to use a hard plastic and be sure it is tightly secured
to the poll high enough so every car can see it and itOs difficult for someone to
reach and pull it off. Again, be aware of town ordinances and local utility
regulations against putting up signs on telephone polls and follow the rules
explained earlier if you happen to run into problems.

One important thing to remember about getting the most results out of your signs is to actually put

them up. This is one type of marketing that you donOt want to overanalyze and simply take action in
implementing. Never get lazy about putting them up as they are well worth the hassle. Remember

that they can not be effective sitting in the back of your car or at the office.
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Also, putting up of signsis a j ob that can be very easily outsourced for a low labor cost, so there is no
excuse for not getting them up. However, as always | am a strong proponent of doing it yourself first
for a period of time, so you can offer proper guidance for the person you hire to take on the project.

When making decisions on the design of your sign, the point is to make it simple. People driving by
your signs do not have a lot of time to read a long message, so it should be short, and to the point.
Here are few rules to fol  low:

e  First, it should include a unique benefit, such as OCASH for your house!!!O or OSell Your House in
9 days!O to capture their attention.

e Next, it should include a vanity telephone number (800# which spell something on the phone
keypad) or an easy to remember local phone number. Interestingly, weOve found that a local
number often times works better than a vanity number, so itOs something worth testing out in
your market.

e Make sure to include your web site address. Since you donOt want to crowd yo ur sign with too
much information, the web site is a great place for a prospect to get additional details about
your company and your services.

¢ Finally, keep a similar theme with all your signs. From the small to the big, try to use the
similar color sche mes and a consistent message. You can use your logo, but be sure to make
the words and the phone number the center of attention.

A warning about putting up Bandit Signs: At this point you are ready to go out and post thousands of

signs and light up your phone lines with leads, but first there is one more issue to research and

consider. There is a reason why these street signs are commonly known as Obandit signsO. In many
municipalities they are not permitted by local code making them illegal. You must always remember
to check with your city or town officials before you post signs, since most places have sign regulations.

Of course, the regulations vary from one place to another, but in some instances the punishment for

violations can be a stiff fine i n addition to the loss of your signs.

DIRECT MAIL

One of the most popular forms of advertising is direct mail. After street signs, this is the type of

marketing that most real estate investors choose to implement first. With direct mail you can closely

select your target groups of prospects and eliminate costs associated with the shotgun approach. Itis
relatively inexpensive in comparison to other marketing methods, and it is not difficult to test its

effectiveness. Properly designed direct mail cam paign provides new investors with small marketing
budgets the opportunity to compete with more advanced investors who are buying bigger ticket items

such as billboards, radio, and television. Negative is itOs very time -consuming. Many find it difficult to
consistently get direct mail out on -time; this is why you need A SYSTEM. Direct mail should be one of
the cornerstones of every real estate investors marketing plan.
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We target lists including:

Pre-Foreclosure Lists
Bankruptcy List

Eviction Lists

Divorc e Lists

Tax Lien Lists

Fire Damage Property Lists
Probate Lists

Bankruptcy Attorney Lists
Probate Attorney Lists
Code Violation Lists
30-60-90 Lists
Mortgage Broker Lists
Realtor Lists

Builder Lists

Out of State Owner Lists
Vacant Property Lists
Health Cod e Violation
Investor Lists

Quit Claim Deed Lists
Divorce Attorney Lists

R TR YR Yk R YR R R R Yk h —h —h R —h —h —h —h — —H

| have designed highly compelling campaigns that will improve your response rates dramatically.
Campaigns geared towards the exact list you are mailing to and can have someone else pay for, have
a very minimal cost, or even better yet are free!

You need to educate yourself on where to get various lists in your area. You need to create a schedule

to get your mailings out. Learn how to use Microsoft Mail Merge if you donOt already k now. Do the
mailings yourself the first few times, time -out how long it takes you to get your letters done, THEN
OUTSOURCE IT! You heard me right; hire a person to do this for you. Hire someone for $8 an hour to

work for a specific time block two days a week. Craiglist.com is a great place to find cheap, hourly

help. The point is YOUR time should be worth more to you than $8 an hour. | want you spending your

precious time evaluating deals, buying properties and closing deals, not addressing and licking

envelopes. You will not build wealth by doing your own direct mail by hand.

DOOR KNOCKING /COLD CALLING

Door Knocking and Cold Calling go in hand -and-hand. There are a variety of sellers you can target
this way, but currently | focus solely on pre -for eclosure. Telemarketing generally generates a better
response because you can reach more people in a shorter period of time. Realistically, you can call

from 100 to 150 prospects a day; while you can only door -knock about 25. | also want you to note,
th ese are both marketing techniques you should outsource after doing it yourself a few times.

When door -knocking, a seller will only answer the door 10 -15% of the time, so we always leave a
credibility packet and a note when we canOt personally speak with t he seller. If you are uncomfortable
door knocking, you at least need to start cold calling.
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When you educate yourself on the foreclosure process in your area, and get sales experience you get
under your belt, the amount sellers youOll convert will increa se. There are list services you can find
online that provide pre  -foreclosure lists. If you canOt find a list provider online, contact your local REIA
(Real Estate Investors Association), which you should absolutely already be an active member of, and

ask where you can locate such a list.

Your biggest obstacle when cold calling and door -knocking will be handling seller objections. You have
to know how to respond when they throw out an objection. 10ve created a Handling Objections Manual
with the best  response to every objection IQve ever gotten.

Sellers in pre -foreclosure are very sensitive and usually angry, especially because they are not calling
you, your calling them Ounwanted.O You need to convey your message and build rapport in literally 20
seconds. Once youOve mastered door  -knocking and cold calling and have converted a few deals
yourself, hire someone else to do it for you. You canOt teach someone else how to get deals for you
when you donOt know how yourself.

NEWSPAPER ADVERTISING

Look for Newspapers in your area and price shop. Learn the demographics and circulation of each
publication. Newspaper advertising can get quite costly, so itOs a good strategy to begin with local and
thrift newspapers vs. regional ones. One reason to stay local is because advertising within local
newspapers will not only prove to be cheaper, but also much more cost efficient in reaching your

target market. Secondly, the thrift papers and town papers usually tend to reach the demographic of
potential home s ellers that you are trying to aim for. Finally, in many instances, regional papers reach
far beyond the areas that you have the capacity to cover and do business in, so you would be wasting
your advertising funds on reaching prospects that are not within your target audience.

Newspapers combine local access with near universal impact. They also provide an easy -to -test
medium, which can guide you towards crafting a successful message. 10ve designed and tested

hundreds of different ads, tracked what w orks and what doesnOt, and tweaked them until IOve
cemented ads | know will generate a great response. These templates are invaluable. When designing

your ad templates, make sure youOve set up a vanity telephone number that easy for readers to

remember.  Your responses will go up 30%!

Useful Tips for Newspaper Ads

X Create a strong headline. Take time to make this the best part of your ad.

X Include the benefit to the reader/prospect

X Clearly Communicate your offering

X Include phone number and the web address

X Put a border around your ad. They help small ads act like big ones.

x Do everything in your power to get your ad placed in the front section of the newspaper on the
right -hand page, above the fold.

X Target the ad at one reader, not a group. Make it person al and immediate.

X As with everything, test several sized ads and different publications until you have the right
results for the right price.

X Repetition. Repetition. Repetition. You will get tired of your ad long before the consumer will,
but dondt g et anxious and change your ad. Repetition and consistency is the key.
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WHY YOU MUST HAVE A FULL ARSENAL OF MARKETING STRATEGIES

The immutable law of marketing is that there is a direct relationship between the number of prospects
you have and your income . Real estate is a business of lead generation. If you don't consistently draw
in leads, you don't have a business.

I know all too well it can be very tedious to get your marketing out there. That is why you need to

have a system. Marketing systems are t he foundation of a successful business. It makes perfect

sense when you think about it. OSystemO is a word that means reliable, consistent, and predictable.

It means you figure something out, you get it working for you, and then it works over and over an d
over again - reliably, predictably, consistently.

Imagine yourself and how easy it will be if you have someone else who is doing the work for you,
while you are just cherry picking through the leads! ThatOs what marketing systems will do for you.

PRE-SCREENING LEADS

l Seller Call-in Lead Interview Sheet

Now that youOve implemented your marketing and have boatloads

of leads coming in, youOll need to know what to do with them! T —
Being able to quickly and accurately evaluate a deal is the most gt

important skill a person can acquire as a real estate investor. Even 1 ll
with a great marketing plan in place generating a ton of leads, if s

you canOt differentiate a deal from a dud, you will find yourself
spending too much time trying to make chicken salad out of you -
know -what.

You need to pre -screeny our leads. Well actually, | prefer you have
your leads pre -screened for you but in the beginning youOll want to

master the process as well. Prescreening leads requires one thing

and one thing only - The Seller Call -In Lead Interview Sheet.

By prescree ning your leads using a lead interview sheet and
collecting some initial estimates of the property value, youOll have
most of the essentials solidly in place before doing any further
evaluation. But what are these essentials?

One: What is the sellerOs motivation to sell? The first essential is
the sellerOs reason for selling his property. What is his number one
motivation? This is readily obtainable by asking a simple, concise
question, OMr. or Mrs. Seller, is there a particular reason why you are

inter ested in selling at this time?0O You will find most motivated sellers

will readily divulge this information, and those who question why you

need this information typically have no motivation to sell. The answer to

this question will not make or break a deal but, the answer is a great starting point in separating the
deals from the duds. If the seller responds by saying, OIOm just trying to see if | can get my price.O

there is probably little motivation to sell and it is unlikely to result in a workable deal. On the other
hand, if the seller responds by saying, OThe property needs a lot of work and has been vacant for a

while.O, you may have a lead that justifies spending more time and paying closer attention.
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Two: What price are they asking for? The next imp ortant information you need from the seller is
how much they are currently asking for the property. This is a question you should have asked in your

initial phone call via the lead interview sheet. This will give you a starting point in the negotiations.

Depending on how well you know the neighborhood you can sometimes determine the likelihood of a

deal from the answer to this question alone. Occasionally you will have a seller who openly says Ol am

just looking to get out of debt.O This response doesnOt ne cessarily mean the deal is a slam dunk, as he
or she may owe more than the property is worth, however, a response of this type always corresponds

with some level of motivation. We will need more information to further classify the lead as a deal or a

dud b ut seeing such motivating factors is a step in the right direction.

Three: What is the debt on the property? The next important information about the property and
general circumstance of the deal for us to determine, is the sellerOs level of debt. This is an important
piece of the overall equation and you should begin determining this in your initial phone call with the

seller based on the lead interview sheet. Be sure to determine the total debt against the property and

the composition of that debt whethe r it be a first mortgage amount, second mortgage amount,

judgment lien amounts, IRS lien amounts, or some other form of debt. After you know the debt

information and how much the seller wants for the property you can infer how much equity the seller

thinks he has established. Again, this amount is just the sellerOs perception of how much he or she is

initially willing to sell the house for versus how much is owed.

Four: What repairs does the property need? In your initial / ,.fm'
conversation with the seller, tr y to determine the extent of the required &
repairs. Now, being the trustworthy people that all sellers are ( mild hint /

of sarcasm ), they always portray their property as being in much better

condition then it actually is. There are a few leading questions yo ucan

ask that will make the seller divulge a bit more information about the
property than might otherwise come to light. Asking the seller if the
property needs work will probably get you nowhere. However asking, OlIf you were planning on staying

in the pr operty for an additional two to three years is there anything you would fix or replace?O E or

you might ask, OHow are the mechanicals, the boiler or furnace and the electrical systemO Eor, ODo

you know the last time the roof was replaced?0 and E. OWhen wa s the last time the kitchens and the
bathrooms were updated or improved?0 These pointed questions will go a long way toward helping you
determine how much work the property needs.

This is a lesson | learned firsthand. When | first started out | would sim ple ask the seller if their house
needed any work and they would almost invariably answer, ONoO. Of course, every time | went to a

house to meet with the seller on a rainy day, | was surprised to notice the roof leaking in six different

places. The goal he re is to not let that happen to you.

Five and Six: What are the OAs -1sO and OAfter RepairO values? [ é
The final two pieces of initial information you need to properly classify * p—
the deal as worthwhile or not are the OAs -1sO and OAfter RepairO values. D ‘
Like t he repair figures, these values are only estimates until you can
actually perform a more detailed on - site evaluation. At this point being
aware of market values and the selling price of properties in the
neighborhood in question becomes a very important p iece of the
puzzle. The better you know the specific area, the more accurate your
in-office As -IS and ARV estimates will become. One piece of advice is that anytime you pull comps, or

have a realtor pull comps for you,, OKnow that neighborhoodO. Even if th e property you are evaluating
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is not a deal, closely examine the comps so the next time you evaluate a deal in that area you will
have a better knowledge of market conditions. Knowing an area well strengthens your ability to
evaluate any deal.

In addition to your knowledge of the specific area and market in question, there are a few online tools
that will help you quickly evaluate the potential value of any property from your personal computer.

Evolution Real Estate Group

Account: Bank of America, Southern California 122000661 1235150751

Datle  _Amount  Type Description Customer Reference
OR/182009( 21405674 DEBIT OUTGOING MONEY TRANSFER 0818140185
o DEBIT

Text

0.00 WIRE TYPE:WIRE OUT DATE:08180%9 TIME: 1215 ET
TRN:200908 18001401 85 VICE REF:004158 FED
IMAD 200908 1 8BB6BTHL 04158 RELATED REF:26507010 ORIG: 1D

E GROUP ID:2033 280 75 ANF
BE-CITIBANK NA ID:322271724 INT BK: ID: RECY BK: 1D:
PAYMENT DETAILS: 980041419 PROCEEDS OF SALE

HERE'S THE BREAKDOWN

Purchase Price 5290, 000
Rehab & Holding Cost 510,000
Sold in 28 days 5495, 000
Total Profit 5180, 000

EVALUATING DEALS

Honestly, starting out in the business, the element investors fear the most is their ability to accurately
evaluate a deal and make a profitable offer to the seller. This is where all the risk is in the business,
so your fears are justified. I can tell you that prior to creating methods to easily and accurately
evaluate properties, I made my most costly mistakes right here at this very step. What has exploded
our business and allowed us to quadruple our profits are the systems I've developed to completely
eliminate the guess-work of analyzing deals. No more fear, no more risk, problem solved. The more
confident you are in this business, the more successful you will be.

In - Office Deal Evaluation Process

By obtaining all the necessary information mentioned above and performing the initial in-office
evaluation, you will save yourself a lot of time, energy, and gas money. After the evaluation process is
complete, you will have all the information in front of you to do one of two things; either call the seller
back to politely say you are not interested in the property, or confirm your appointment and get ready
to get that property under contract! Below is an outline of your initial in-office evaluation process:
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1. Lead Interview Sheet

YouOve already pre -screened the lead during your first co nversation with the seller. Remember, its
essential youOve completely filled out every aspect of the Lead Interview Sheet so when you go to
evaluate the deal youOve already obtained all the necessary information. If the Seller refuses to

provide informatio  n to you, handle that objection. Bottom line, get what you need before you get off
the phone.

2. Property Card
Most property cards are available online and will give you detailed information on the property.

Includes a picture of the property, square feet, beds, baths, what the property value is assessed at,
what the property was last transfer (sold) for. If youOre unable to find the property card online, call
the tax assessor at the town hall (where the property is located) and ask if the property ca rd is

available online. If not, you must physically go to the town hall and get a copy.

3. Comparable Properties (with map)

There are websites available to the public such as Zillow.com that you can use as a rudimentary

means to check a propertyOs value. ZillowOs (and other similar sites) estimated property value is not

very far off, but  do not let that mislead you. This site is not to be used as a final determinant of As -1s
or ARV but only for quick reference purposes to give a general indication and in itial insight.

We have access to comps (comparable properties) in our area because IOm a Realtor. If youOre not a
Realtor you should either become one or build a great relationship with a local realtor who will allow

you to use their MLS, and will sho w you how to run comps. | would not rely on the Realtor to pull the
comps for you. You must have direct access to the MLS or have a realtor on your side the will get

your accurate comps with an hour! Deals do not wait around, and neither can you.

Eith er way, using your local MLS search for properties similar to the subject property. Remember, with

the comps you are to derive two figures b the as -is value, and the after  -repair value. Here are some
factors youOll want to take into consideration when ass essing comparable properties and value:
1. Status

a. Isthe comp active, sold, withdrawn or otherwise?
b. Remember, sold comparables should be typically used to determine the value of the

property and the other statuses are typically better suited for determining market
conditions.
2. Condition
a. How does the comp compare to the subject property strictly based on condition?
b. Is the comp an accurate representation of the As -1s value, ARV, or neither and is it a
good comp?
3. Neighborhood
a. Isthe comparable located in a simi lar neighborhood?

b. In some areas neighborhoods can change drastically from street to street.
c. How much activity is there in the neighborhood?
4. Pride of Ownership
a. Are the homes well kept?
b. How many of the properties have neglected landscaping or other eyesores ?
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At this point | have enough information to decide it this property is junk
or not. If youOve decided the property has potential continue to the next —_—
step

4. | will then use SiteXdata.com and Realquest.com as secondary
sources to confirm debt figures and check past transfers of the subject

property.

You need to know what you are going to offer the seller before you go meeting with them. | will not

walk away from a seller without making an offer. HereOs where my most costly problem came in.

When it came time to pencil in the numbers, let me tell you my pencil work wasnOt very accurate. How

did | overcome that problem? | created the Deal Analyzer Spreadsheet. THE DEAL ANANLYER IS

YOUR GOLDEN TICKET TO MAKING HUGE PROFITS IN REAL ESTATE. You simply plug five key numbers
into the Deal Analyzer: after -repair value, as -is, the debt, what price the seller is looking for and the
estimated repair cost. Once youOve plugged in your figures, the spreadsheet is set up to automatically

calculate the additional costs involved (conveyance tax, realtor commission, points on your loan, etc)

to derived your TRUE PROFIT. The accuracy is incredible!

ItOs important to evaluate properties to determine if the lead is a deal or a dud by using your personal

computer and  without leaving the comfort of your office chair. We use the same these systems to

evaluate over 200 leads a month with an expense of time limited to approximately 5 to 20 minutes per

lead. If you incorporate these techniques as part of your overall busine ss strategy, you too will be able
to save valuable time evaluating leads right from your office desktop. In the next chapter we will

discuss in detail how to further evaluate a lead once you have determined it is definitely not a dud,

and has the potential  of developing into a profitable deal! If itOs profitable your ready to drive by the

subject property, get a first hand look at the comps your pulled to confirm all of your information,

finalize your deal evaluation and meet with the seller knowing exactl y what youOre willing to offer the
seller.

PRELIMINARY WALK-THROUGH

After you have evaluated the comparable properties you will next inspect the physical condition of the
property. This section will not cover your meeting with the seller that will be di scussed later in the
manual. Here we will focus on how to quickly and discretely evaluate the condition of the property in

order to determine the final As -1s and after repair values. The exterior of the house should be viewed
from the street and on your wa Ik to the front door. This is not the time for you to count windows or

check every square foot of the exterior. You should take a quick mental note of the roof and whether

or not it needs repair, and the exterior siding. The windows are typically better ev aluated from an
interior inspection of the property. As you first meet the seller have them show you around the house,

just let them know you are trying to get a general idea of how much work the property needs if any.

DONOT ACT LIKE AN INSPECTOR. Just cas ually walk around the interior of the property and carry a
casual conversation. This is a great time for you to develop rapport with
the seller.

At this point you should primarily be looking for major items that need
work and items that will quickly eat up a repair budget. Check the
kitchen, does it need a complete overhaul or just a painting and new
appliances. Check the bathrooms, again can you get by with making
some cosmetic quick repairs, or will everything have to get replaced new.
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Also, check the ceiling throughout the house for any visible signs of water damage. The three most

typical sites for water damage are, first, beneath any bathrooms (i.e. if there is a bathroom on the

second floor look at the first floor ceiling beneath the bathroom), seco nd, the ceiling around the outer
boundary where the roof ties in to the house and, third, around the chimney as a result of poor

flashing.

The next place to look for extensive repairs is the basement or crawl space, if the property is on a slab
check the mechanical room. Between all the mechanicals and the structural issues that can arise in a
basement, evaluation of the basement can save you tens of thousands in unexpected repair costs.

Make a quick check of all the mechanical systems. When quickly evalu ating a furnace, boiler or air
conditioning system it typically looks about as good as it works. Just take a quick glance and make a

mental note on the condition of the systems. Take a quick check of the electrical system. Again, if

there is a nice clean b ox and all the wires look as if they are in place and not hanging loose al over the
place then it is more than likely fine. However, if there are wires everywhere and the cover is missing,

more than likely some unlicensed work was done on the system and it more than likely will not pass a
home inspection without you addressing it. The next point of potential problems is the structural

condition of the property. Briefly check the floor joists and make sure the foundation is not crumbling.

Any agreement you  sign with the seller should always contain an inspection contingency that will allow
you another opportunity to inspect the property in more detail. The objective in this initial inspection is

for you to get a general idea of how much work the property ne eds so you can accurately structure
your offer. Another important note about structuring offers is that if you are planning on wholesaling

the property; make sure you keep in mind that any investor planning on purchasing the property will

have their own pr  ofit requirements.

MEETING AND NEGOTIATING WITH SELLERS

The first step in any deal is getting the property under contract at a price that is well below the market
value. Successfully meeting and negotiating with sellers is not something to be left to ch ance. |
dedicate an entire 5 day Intensive Bootcamp, to the finer points of conducting seller meetings and

handling any and all seller objections. In this guide 10l focus on the basics and fundamentals.

As in any relationship effective communication is key. Handling sellers objections will make or break
the deal EVERY TIME. You will (or already have) found yourself in that same situation.

The truth of the matter is every seller and situation is unique. But what IOve found from doing over

300 deals i s that you many of the objections youOll get from sellers are common. | had to devise a

way to not only perfect my ability to handle objections right every time, but to pass those techniques

onto my teammates and future employees BEFORE meeting with selle rs and confronting the various
objections. | need a system to insure a contract in hand.

Well | realized this was a problem, | was determined to never have it happen again. Success will be
dependent on how you communicate! As | mentioned earlier in the Cold Calling/Door -Knocking
section, IOve created a manual of every single seller objection 10d confronted over the last four years

and outlined the best response to each objection in various situations. This has been INVALUABLE.
Through this manual, my t eam and my students skip the disastrous costly learning curve | confronted
and know exactly how the handle any seller objection prior to meeting with the seller.
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Initial Meeting
Here is a baseline from which to begin thinking in a way that prepares you fo r every eventuality of
negotiation and client interaction.

Pull up to the subject property.

Pay particular attention to your initial thoughts about the neighborhood.

As you are walking to the house check the roof and the exterior of the house.

When the seller greets you at the door have a smile and a business card in hand.

Look the seller in the eye and introduce yourself and use your company name if applicable.

Ask the seller if he or she can show you around so you can get a better idea of the condition of the

property.

7. This is the point where you have to get an idea of how much work the property needs so you can
formulate your offer.

8. DonOt act like an inspector, check the important items you need to check and use this time to
evaluate the seller and de  velop a comfortable rapport.

9. During this inspection and rapport building stage, in some instances you are going to want to begin
you initial negotiations. The most effective circumstance in which to do this is when confronted
with a property that requires significant repairs. In many cases you will want to subtly inform the
seller of the cost to repair all the items in the house.

10. After you have finished inspecting the interior of the property and evaluating your seller you will
now begin the final stage of negotiation.

11. Get that property under contract!

oukhwhNE

MANAGING THE CLOSING PROCESS

There are multiple considerations and challenges associated with every closing. Personalities, details,
legalities, formalities, and specific key components must be addressed during the course of transacting
any wholesale operation. Keeping track of all aspects of a deal can be a difficult task and good

organizational skills can begin with a simple checklist. The goal here is to keep a close eye on the

details and not let anyth  ing slip through the cracks.

The best thing you can do for your business, as IOve done in mine is to develop checklists for the
managing the various stages of the closing process.

HereOs an example of one of the closing management checklists we use eve ryday in our businessg

I Closing Preparation Checklist I

Communication with all parties involved should continue throughout the closing process. As a general
rule of thumb, | speak with my attorney or closing agent at least once each day and stay in touch with
the buyer and sel ler at least 2 times each week.
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Members of the closing team to manage:

Remember, its all about systems. Your goal should to eliminate the need to think. Follow your
systems to manage the process, and use your brain to get properties under contract.

You

Attorneys

Buyer

Seller

Title Companies
Lenders

Appraisers

The Insurance Brokers

I
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WHOLESALING

More On The Benefits Of Wholesaling

Profits are Immediate
One of the great things about wholesaling properties is the deals can happen relatively quickly in
contrast to other value added exit strategies like rehab projects and other larger developments.
Anytime you get involved in developing or redeveloping properties, the timelines are much longer, and
the checks can be far and few between. Wholesaling, on the other hand, generally produces checks
within six weeks or less depending on the transaction. The average time your
wholesale deals will take from start to finish is about five weeks to complete.
That includes every aspect of the deal from the time you put the property
under contract until the time you are cashed out. The reason it takes even
that long is because most of the time the seller will be living in the property
and will have to make arrangements to move out, which is something that
does not occur over night. There have been deals we have been in and out of
in a week, but these are the exception rather than the norm. Either way, you
will not find any other niche of real estate with timelines this short.

Minimal Risk

Real estate investing always involves some level of risk. Your job as an investor is to always
understand those risks and try and minimize them in any way you can. Wholesaling, on average, is
not nearly as risky as some of the other niches of real estate. This is one of the main reasons I
encourage most new investors to start out wholesaling properties. As a wholesaler you can eliminate
99% percent of the risk if you educate yourself properly. In fact, if you know how to fill out a purchase
and sale agreement correctly, you should be able to structure deals with virtually no risk at all. 90% of
the properties I put under contract have a deposit of less than $500 dollars and an inspection clause
which would keeps my deposit safe if I am not able to find a buyer for more than I have agreed to
pay. Often these clauses are written in the form of an inspection or mortgage contingency. Many of
the contracts I sign with sellers give me an inspection period up until the day of the closing. This is a
very one sided contract, however we as investors should never be afraid to protect ourselves in every
way possible.

In summary, for $500 dollars or less I can control a property worth hundreds of thousands of dollars
for a certain period of time. I will have the ability to sell the property for more and collect the spread
with virtually nothing on the line. Where else can you earn tens of thousands of dollars with little to no
risk what-so-ever? Nowhere that I am aware of.

Market Risk is Eliminated

There are national trends which affect all real estate markets, however on the whole most markets are
local and therefore more susceptible to changes in local politics, zoning regulations, and other
economic factors. On average local developments have a greater influence on the health of the real
estate market than national trends. This makes investing in real estate highly unique to the city you
choose to do business in. Wholesaling high priced single family homes in San Francisco, CA is going to
be very different from wholesaling low priced single family homes in Toledo, OH. When you do
business in higher priced areas you will be dealing with sellers who are a little less naive and therefore
you will have to alter your wholesaling strategies slightly. These sellers may not let you get away with
some of the things other sellers might. Smaller deposits, built in contingencies, and other contingency
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clauses may not be allowed. This means you will have some more risk working in higher priced areas,

but the reward will also be greater. In higher priced areas there are also fewer opportunities in the
single family residential market as there are not as many distressed sellers in more affluent
neighborhoods.

If you are working in an area of $500,000 homes you should not be trying to flip deals for $5,000

assig nment fees because you will be wasting your time. As the value of the property increases it

becomes increasingly difficult to find comparable properties. Thus, you should always look for at least

10% wholesale fees no matter what the price range of homes y ou are working with is. This way even if
you are working with $100,000 homes then the minimum allowable profit you will be looking for will

be at least $10,000 a deal.

Capital & Credit Not Necessary

Having bad credit is a limiting factor when it comes t 0 getting into the buy and hold strategy of real
estate investing. However, an unworthy credit score should by no means deter you from wholesaling.

As a wholesaler, having a good credit history can help you, but is by no means a necessity. If you

have horr ible credit it may cost you a few deals during the course of a year by limiting the number of

viable exit strategies you have. Don't let this discourage you as there are still plenty of deals out there

where credit is not needed. How many deals will you mi ss out on? | would estimate 10% of the
wholesale deals | have structured required someone to look at my credit because | had to finance the
purchase before | sold the property to another buyer. This means 90% of the deals | have done could

have been struct ured by someone with a low credit score or no credit score what -so-ever. A motivated
seller will never ask to see your credit score and as long as you can find a buyer before you have to

close, your credit will not be needed. Any bona fide wholesale specia list knows they will only have to
rely on the credit of their potential purchaser, not their own.

The reason you donOt need capital is because most of the time you will be using other peoples money
(OPM) to operate your business. When you find a buyer be fore you have to close on the deal you will
be using their money to fund the transaction. If you have to close on the property yourself then you

will rely on either the sellers existing debt, hard money, or private money to fund the deal.

Furthermore, the  more you understand about the creative side of transactions the less you will have to
use your own money.

Dollars Per Hour!

| realize many of you presently reading this e -book may be severely hampered for time because you

are working another job. In fact , lack of time is one of the major obstacles hindering most real estate
investors. If you are working another job or own another business your time will be very limited and

as a result you need to be very realistic about how many hours you can commit on a weekly business.
The great thing about wholesaling is the small amount of time it requires to complete transactions. On

average it should take you less than 10 hours to purchase, process, and sell a wholesale property.

Most of this time involves the proces sing of the paperwork, clearing title, coordination of parties, and

other logistical information.

Wholesaling is one of the only niches where you can do volume on a part time basis. Other niches like
rehabbing and being a land lord can suck enormous amoun ts of time out of your life. The deals will be
smaller, but the amount of money you can make per hour committed can sometimes be astronomical.
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THE WHOLESALING PROCESS

Stages of Wholesaling

Stage 1:  Spend time marketing for properties in order to get your phone ringing.

Stage 2:  Evaluate and weed out the initial leads to get to the best potential prospects.

Stage 3: Complete due diligence on the property and arrange a meeting with the seller.

Stage 4:  Negotiate to a price where you know you will be able to wholesale the property.
Stage 5:  Sign the contract with contingencies and give the seller a small deposit.

Stage 6:  Market the property to your wholesale buyer list you have built.

Stage 7:  Show the property to your prospective wholesale buyers.

Stage 8:  Sign a contract to sell the property at a higher price with one of your buyers.

Stage 9:  Monitor and process the paperwork in order to get the deal to close

Stage 10:  Get the deal to close and cash your check

Determining your Exit Strategy

Choosing the correct exit strategy for the properties you put under contract, is an extremely important

part of your real estate investment business. | have seen far too many new wholesalers get burned
because they didn't think to plan out their exit strategy beforehand. Many ill planned exit strategies
ended with a deal falling apart and an occasional lost deposit. Other wholesalers, who actually closed

on the property before planning their exit strategy, faired much worse. Any wholesaler who doesn't

plan the ir exit properly is only asking for trouble.

In fact, understanding and choosing the property exit strategy is the most important part of your

wholesale business. Often, the exit strategy you choose will determine if and when you get paid. If you
choose the wrong exit strategy, you will risk having the deal blow up in your face and all your time,

effort, and money could be wasted. Contrary to what different guru's teach, wholesaling a property

and getting cashed out is not as easy as some would lead you t o believe. Knowing all of the different
ways you can exit from a deal can increase your profitability significantly, because you will know how

to profit on even the most marginal deals. Becoming a wholesale transaction engineer will require you

to understa nd the details of traditional and non -traditional real estate financing and closing processes.
It will also require you to stay current on different lending laws, which are subject constant change

and update.

Why You Need to Know Your Exit Strategy Befor e You Meet With Anyone

One important rule is to always know your exit strategy before you close on a wholesale property. In

fact, you should have an idea of how you are going to exit out of a property before you ever meet face

to face with a seller. It is never wise to enter into negotiations with anyone unless you have some idea

in mind of how you plan on exiting from the property and making money in the process. The reason

for this is because it will be hard to negotiate to a position of strength if you d 0 not know what you are
going to do with the property once you purchase it. If you have no idea what the property is currently
worth, what it will be worth after it is developed, or what the repair costs will be, it will be hard to

formulate a viable exit strategy. You will be wasting a lot of time if you do not think about who your
possible buyer will be and how the deal will be structured. This is especially difficult if you have a lot
of competition competing for the deal. If another investor has though t out a few possible exit
strategies and you have not, the chances of that deal being taken from you go up significantly. Going

into a negotiation without an exit strategy in mind is the equivalent of playing poker and not being

able to see a couple of you  rcards. You can't be a dummy and low ball every seller because you don't
know what your exit strategy will be. This will result in a lot of missed opportunities.
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The only circumstance where it is okay not to know your exit strategy before hand is if you think you
can buy the property at 50% or less of the current market value. If this is the case, which will happen
once you become a master marketer, then you don't need to worry about not knowing your exit
strategy beforehand because you will have time to figure it out once you put the property under
contract.

v

WHOLESALING EXIT STRATEGIES -

Assignments . %

What is an assignment?

An assignment of contract is the technical term wholesalerOs use when they are selling their rights to

their existing contract. In laymen's terms this means you will be replacing your name in the contract

with the name of your new buyer. The assignment fee is what is paid to you as consideration for the

rights to do this. As the wholesaler you are selling the rights to your contract as they currently stand.
Your new buyer stands in the place of you and must oblige to whatever is written into the existing

contract.

Are all contracts assignable?

Contrary to popular belief, you do not have to write "and or assigns" after the purchaser name in the
contract to make it assignable. Any contract to purchase real estate is always assignable unless

specifically stated in the contract that it is not. This is why it is very important for you to read through

the contract you plan on using to who lesale very thoroughly. For example, my local board of realtor
contract is not assignable because one of the points specifically states the contract can not be
assigned to any other party. If you were to use this contract as a wholesaler then you would h ave to

cross out that point and have the seller initial it and then you would have the right to assign the
contract.

When is an assignment paid?

An assignment can be paid at any time, however it is traditionally paid at closing. Customarily, we will
get a deposit from our new buyer up front and the remainder of the assignment fee at closing. This is
not to say you can't get your whole wholesale fee up front, which we have done, but this is a rare

exception to the rule. The reason most buyers will not gi ve you your fee up front is because

sometimes the closing will blow up for one reason or another and then the buyer will have to chase

you down to get their money back. When | buy wholesale properties | never give the wholesaler his

fee up front!  However , on occasion, especially if the assignment fee is small | will ask for the whole

fee up front if | am selling.

What are the positives of assigning a contract?

There are two reasons you will prefer to assign most of your contracts. First, when you assign  a
contract you will not have additional transaction costs, unlike a double closing. wherein the case of the
double closing, | take title and then sell the property. The assignment fee stated on the contract is
what | walk away with at closing. There are n 0 extra fees associated with a double closing unless you
pay an attorney or title company to monitor the closing process or draw up the paperwork. So if an
assignment fee of $15,000 dollars is agreed upon then this is usually the amount you will realize at

closing.
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What are the negatives of assigning a contract?

One negative of assigning a contract is that your profit is disclosed to both the buyer and the seller. By

law both parties have to perform on their contracts as long as you filled out all of th e paperwork
correctly.  Unfortunately, because something is contractually correct does not mean that one of the

parties won't get upset and walk away from the closing once your profit is revealed. At this point you

would have to file a lawsuit and force th e party that walked away to perform. As a real estate

entrepreneur suing another party for "specific performance” is very rarely worth the time and effort.

This is why | always double close whenever the profit is larger than $25,000 or | think either the b uyer
or seller is going to get upset. It is not worth risking a large profit just to save a couple of thousand

dollars.

What if a seller gets upset about the assignment fee?

Whenever you are assigning a contract, the probability increases of the deal blo wing up because your
fee will show up on the closing statement or HUD -1. The seller will see the assignment fee and may
realize you are not the party actually closing on the property. By law you do not have to disclose to

the buyer you are assigning the contract, however the reality is that they will most likely see the fee

on the closing statement. At this point the seller may get upset and threaten to not close because of

your fee.  The larger your assignment fee the greater the probability this may hap pen. Consequently,
this is something you must prepare yourself for and make a decision on how you are going to handle

it. This is also why | choose to double close if the assignment fee is larger than $25,000 dollars. Here

are a few ways to handle this obj ection.

How can | handle any objections up front?
Whenever | meet with a seller | always disclose the fact that | often try to find the ultimate buyer for

the property before | close on the property. As long as you reassure the seller that you will close on
the property even if you can't find your end buyer they will usually be okay with it. This is not always
black and white and you have to do a good job reading your sellers personality. At this point they may
guestion whether you will close on the prope rty if you can't find your ultimate buyer and | always

reassure them that | will close on the property even if | can't find the buyer. There are soft ways you
can phrase this and | usually make it part of the negotiation with the seller.

Why will assign ments be tougher in the future?
Recently banks have been cracking down on assignments
across the country due to the increasing rate of
foreclosures and bank fraud. Unfortunately, banks have
tightened up their lending policies due to the fact that they
are beginning to experience some pretty hefty losses.
Lenders have been looking back at transactions which went
into default and have made strong correlations between
contracts that are assigned and the probability of the loan
going into default. As a result many traditional banks,
which follow Fannie Mae guidelines, are not funding any
property that has been assigned. This is hurting investors
and forcing them to be more creative.
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Double Closings

What is a double closing?

A double closing, or simultaneous ¢ lose as it is sometimes referred too,
is when you the purchaser actually take title to the property before you

sell it. This means your name, or your company name, will go on the

chain of title whether you sell the property the same day or 30 days later.

What are the positives of a double closing?

The number one positive is that your profit will not be disclosed to either party at the time of closing
because two different settlement statements will be created. This is no different then any normal real
est ate transaction when you hold a piece of property for an extended period of time. The only
difference is the amount of time in which you held the property and how your purchase will most likely
be funded.

When you buy from one party and immediately resell the property, there are two settlement
statements created. The first settlement statement or HUD -1 is between you and the seller where the
numbers reflect the original sale price which was negotiated. The second settlement statement reflects

the new sale price between you and your new buyer. 90% of the time | am funding the original
purchase with my new buyers funding. There are rare occasions whereby | will use my own funds or a

private lender's funds to purchase the property before | resell. | try and a void doing this, however
there are some instances when the buyers funding will take some time and | am required to close with

my own funds. | will only do this if the deal is very profitable and | am not scared of losing my

wholesale buyer because | know | can resell it to someone else immediately.

What are the negatives of a double closing?

When you double close on a property you will have fees associated with taking title and selling the

property to your new buyer. Whenever you sell a piece of property you will have to pay a state and
city transfer tax which is usually a percentage of the sale price. This fee can range from .5% up to 4%
depending on where you do business and is usually the largest fee you will have to pay. In fact, some

states and towns  have such a hefty transfer tax that it can eat up the majority, if not all, of your profit

if you are not careful. Likewise, when you double close you will also have to pay for title insurance,
recording fees, courier/wire fees, and a title company fee or an attorney fee depending on who
performs the closing. These fees can add up very quickly and eat away at your profit. Second, | prefer

to assign a contract over double closing because my company name will not end up in the chain of

title. For example, if  the property you sold had an environmental problem you would be much better

off not being in the chain of title. Whenever, there is a problem of this nature it is common for
environmental agencies or the buyer themselves to sue down the chain of title. If you are Mr. Wealthy
investor and the only one who has any assets then who do you think the lawyers will come after?

These are obviously very rare cases and the probability of something like this happening are very slim,
however if it were to occur | would prefer to not be in the chain of title.

Are there any other negatives?

Some title companies or attorneys will not be familiar with double closings and or think they are

illegal. In fact, some title companies are now choosing not to work with investors w ho want to perform
a double closing because of the increasing amount of loan fraud cases being tried. In any hot market

you will have investors who enter and want to make a quick buck. Many times they will enter the

marketplace and look for ways to cut cor ners and exploit others. They look for inefficiencies in the

market place and always seem to end up in the grey area. Unfortunately, this hurts other investors
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who play by the rules. Real estate flipping now has a negative connotation because of recent cas es
where investors have defrauded naive homeowners.

What problems will you encounter with doing a double closing?

Double closings are easy if the buyer is planning on funding the deal with cash or through a private

lender. However, if your wholesale buy er is planning on using a traditional bank, you will most likely

run into a seasoning issue. Seasoning is a term for how long the title has been vested in one particular
personOs name. The majority of traditional banks will not fund buyers unless the title to the property
has remained in one persons name for at least three months. A lot of banks are now requiring the

seller to have owned the property for six months before they will fund the deal. These types of rules

were put into effect to protect homeowne rs from unscrupulous investors who could take advantage of
them. Now not all investors are unscrupulous, however there are a few out there and this is part of the

reason why banks have these rules.

Does the risk go up whenever you double close?

In any r eal estate transaction there are things you can do to
minimize the amount of risk you face. However, with that being
said | can tell you that in certain situations you will be required to . R
close on the property before you resell it to your new buyer. If the ) |FfLIJ|H|
deal is tight, your risk will increase the tighter the deal is and the IHI‘ l“
longer you personally own the property. You will want to keep the 7
ownership time to a minimum, usually 30 days or less. | prefer to
purchase and sell the property all in the same day, otherwise the
risk increases and the chances of something happening between the time you purchase the property.
Anytime you put a seller's property under contract and then assign the contract there is a good

probability the seller will find out. Naturally , hot every seller is going to be ecstatic about you making a
profit on a property you added no physical value to. You will have to be prepared to handle the sellerOs
objections at this point.

What if the seller gets upset about the deal at closing?

Any s easoned real estate investor knows there will be times when fires will have to be put out. In fact,
sometimes | think the only reason a lot of investors are successful is because they are good

communicators and know how to handle people well. Anytime a sel ler or a buyer gets upset with the
numbers they see on a closing statement you must be prepared to handle the situation. | have only

had one seller who was upset with the amount of money | was making on the deal and literally got up

from the table to walk away. | had a very long conversation with the seller. Unfortunately this was not
enough and | had to make a $5,000 concession in order to get him to close. Of course | wasn't

necessarily happy about having to give up $5,000, however it was a lot better tha n my alternative
which was going to court. | still walked away with a $15,000 profit at the end of the day off of about

10 hours of work.

Short Sales

What are short sales?

A short sale is when a property owner is behind on their mortgage payments and pre sently owes more
to the bank than the property is worth on the open market. A short sale is when the bank agrees to

take less than what is owed as payment in full for the entire debt against the property. A short sale

begins when you, the investor, meet wi th the homeowner and get them to sign an authorization to

release information and a purchase and sale agreement contingent upon the bank's approval of the
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amount you are offering. The bank will then send you a short sale packet whereby they will require
certain documents to be gathered and turned into the bank before they will make their final
decision. The process can sometimes take as little as a few days and other times, it can take a few
months.

Short sales are a great way to create deals out of thin air. The reason I say this is because any deal
where the debt is greater than the value or the property is not a deal until you negotiate it in some
manner. The seller may be extremely motivated, but until you deal with the existing encumbrance
there is not much you can do with the property. The good news is that with a little knowledge, time,
and organization, you can get the debt down to a level whereby you can wholesale the property.

In fact, if you are not familiar with short sales I can tell you that you will be missing out on one of the
best ways to buy property with little to no competition. This is because a lot of investors don't want to
waste their time with short sales because they can be very time consuming. Likewise, a lot of
investors don't know how to perform short sales so they let them fall through the cracks.

Is a short sale an exit strategy?

A short sale is not an exit strategy. It is a way of purchasing the property. An exit strategy is a plan to
dispose of the property, once purchased. A short sale is really a buying strategy used by investors. I
consider it to be a profit enhancer for foreclosure deals. Sometimes a seller who is behind on their
mortgage will call you with a property you can wholesale at the existing debt and make a profit, but
you know there is a good chance you can discount the 1st or 2nd mortgage a small amount to
increase your profit margin. This is especially true if the property needs a significant amount of work.

A great example of this is a property I bought a little while ago in West Haven, CT. The seller called
me looking to get out from underneath her debt of $164,000 on the home she was living in. She was
three months behind on both her 1st and 2nd mortgages. The total payoff for the 1st mortgage was
$140,000 and the total payoff for the 2nd mortgage was $24,000 for a total debt of $164,000. The
property needed about $40,000 dollars in rehab and the After Repair Value of the property was
$320,000. I knew I could wholesale the property for about $20,000 dollars profit without doing
anything to it at all. However, I also knew because the property was so ugly that the 2nd mortgage
holder might be willing to take a small discount. With a few phone calls and a visit by the banks
appraiser I was able to get the 2nd mortgage holder to take $3,000 as payment in full for the entire
balance of the mortgage. Within just a few hours time I increased the profitability of the deal by
$21,000 dollars. Now that is why I call short sales profit enhancers! In the end I ended up giving the
seller an extra $7,000 dollars in a bill of sale, for items I had purchased from here.

What is your exit strategy for a double closing?

Your only possible exit strategy whenever you perform a short sale is to double close because a bank
will not allow an assignment fee to be paid to you as the investor on the HUD-1 or closing statement.
The reason is simply because the bank is not going to take a discount on money rightfully owed to
them if you (the investor) are walking away with money. In fact, the bank who holds the 1st mortgage
doesn't even like to see inferior lien holders (2nd, 3rd mortgage holders) get any money, so how are
they going to feel about you, Mr. Local investor, who isn't even a bona fide lien holder. making
millions? Unfortunately, banks are not that friendly, and care more about themselves and their
stockholders, than they do about you, the local investor. Too bad huh? Well, the only way to
structure the deal so you can make money is to purchase the property and then double close. When
you take title to the property, whether it is for 1 minute or 10 years, you have every legal right to sell
the property for more money than you paid, without ever notifying the bank.
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Should you go for the deed on a short sale?

| u sually only get a purchase and sale agreement signed whenever | perform a short sale and don't go

for the deed.  The reason is because | have found that some people will be turned off by you asking

for the deed without giving them any sort of guarantees. Not everyone will be this motivated and

there are some short sales you will miss out on by going for the deed. | will usually only go for the

deed if one of these conditions below exists.

The only reasons to go for the deed are these:

x Competition in you r area is very fierce and you feel that if you don't get the deed then you may be
wasting your time.

X You think there is a good chance for one reason or another you may never see or hear from the
seller ever again

X You think the seller is unscrupulous and wo uld go behind your back and start working with
someone else

x Itis a larger commercial transaction whereby you will have to spend a lot more time trying to
negotiate with the mortgage holders

Pre -habs

Whatisapre -hab?

A pre -hab is a cross -breed between a rehab and a wholesale deal. A pre -hab is technically a small
rehab, however you are only doing minimal work to the property before selling it to the rehabber.

Generally, it involves cleaning out or gutting the property. Sometimes you may choose to take i ta
step or two further and remove walls and make some framing layout changes. The premise is to make

the rehabbers life easier while at the same time increasing your profit margin by taking on a portion of

the work.

Even though you are going to sell your pre -habs to rehabbers it is still difficult for even the best
rehabbers to imagine what a property will look like when it is done. It is only natural for a rehabber to
offer less if he has to maneuver around piles of trash when he is trying to inspect the property. It is

your job to take this problem out of the equation for the rehabber and therefore increase your profit
margin.

Gutting and cleaning a property is one of the easiest and least expensive ways to improve the value of

that property. It does no t require highly skilled tradesmen to perform the work so you can get it done
very inexpensively. From an investment standpoint | have found that for every dollar you spend

cleaning out a property, you will see three dollars in return. This means that if it cost you $3,000
dollars to clean out and partially gut a property, then the value of the property should increase by

about $9,000 dollars. This is some of the best money you can invest when it comes to improving the

value of a property. In fact, any inv estment in another part of the house will hot bring you this kind of
return. Not in the kitchen, not in the bath, and definitely not in the mechanicals.

What types of properties fit the profile?

Anytime you buy a property that needs to be gutted or is ¢ ompletely full
of trash you should consider using a pre - hab as one of your exit
strategies. If you can significantly increase the value of the property by

doing some simple clean up inside or outside then it may be a viable exit
strategy. Properties with unruly tenants who recently moved out, fire
damaged properties, and hurricane damaged properties are some great
examples of properties that might fit this description.
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When should | use a pre -hab as an exit strategy?

The best types of properties to pre -hab are properties requiring a significant amount of work. If a
property needs more than $50,000 in work it will naturally eliminate a certain percentage of buyers

who are afraid of larger projects. The reason | am fond of doing some minimal fix up work on a

property before wholesaling it is because it makes larger jobs seem more manageable. If a property is

fire damaged | love to gut out and open up the walls of the property so the rehabber can see the

amount of work ahead of him. Fire damaged properties oft en don't look as bad when the fire damaged
sheetrock is removed.

How long should a pre -hab take?
A pre -hab should take no longer than a week. If it does you might as well rehab the property yourself
and increase your profit margin on the deal. Most of th e pre -habs we take onare 1 -3 days worth of

clean out and trash removal.

What sort of risks do | take when | pre -hab?

When you decide to pre  -hab a property you will inevitably have a little more risk then if you were to

assign the contract and never take ownership. This is because you will have to finance the deal in

some manner before you sell the property. Having some skin in the game is never a terrible thing,

however if you trying to wholesale a marginal deal then this is not a viable exit strategy for you.
Likewise, you will have to carry the property until it sells and there is no room for error especially if

you didn't put the property under contract at a low enough price.

Of course you could risk doing some of the work before you close, however | W OULD NEVER
RECOMMEND DOING THIS for a variety of reasons. Once the work commences | can tell you the
seller can still walk away from the deal and then you would have to sue for specific performance. This

will mean your money will be tied up for quite some time and that is a situation worth avoiding.

What sort of work should | do?

Outside: | will always remove any trash or other clutter sitting around the property. It is common for

a seller to leave a pile of trash outside a property when they move out. | f I choose to pre -hab the
house | will make sure any rubbish is removed. | will also have my clean out crew or demolition crew

remove any brush that may be surrounding a property, especially if it is hard to see the property from

the road. | have found tha t most buyers prefer parts of their house to be visible from the road so | will
always remove any bushes or overgrown brush.

Inside:  Any sort of trash left inside the property will be removed and hauled away in a dumpster. If

the property has sheetrock o r plaster that is falling down from the walls or ceiling then this will be

removed. | usually gut walls and ceilings on a case by case basis. | won't go through and remove all of

the sheetrock if some walls can be salvaged because that would create more wo rk for the rehabber.
My goal is for the rehabber to walk into the property and know exactly what walls have to be sheet -
rocked and which ones don't. | take the guess work out of the job. Now in large fire damage jobs | will

usually walk the building inspec tor through and see which walls he wants gutted and which ones are

okay to leave. The reason is because anytime there is a fire inside a property the integrity of the

electrical system may be in question and this means portions of walls will have to be rem oved to
shake out the old wiring.

Other parts of the house | work on are subject to the expertise and pricing of my contractors. For
example, | have a really good roofer who is very reliable, quick, and inexpensive. He is currently doing
roofs for me for  50% of the cost of most other local contractor due to my rehab system. Consequently
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I knew that no other rehabber would be able to get that kind of pricing so we have had him put roofs
on a few properties we pre-habbed. I knew by choosing to do the roof it would raise the value of the
property and I didn't have to worry about this slowing down the process.

Building Your Buyers List

Your Buyers List

Building a buyers list is the foundation to successful wholesaling; however, in order to be a true deal
maker, you will need to take this part of the process an important step further. You have to become
efficient at pre-screening and evaluating prospective wholesale buyers. It can't be emphasized enough
that in the real estate game, time is your most valuable asset and your toughest opponent. You have
to maximize the way time is spent by putting effective time management systems in place, eliminating
guess work and doing away with inconsistencies in the way you qualify and do business with your
investor buyers. You can accomplish all this by collecting as much information about each investor you
discover and entering that data into your database. This way, when you need to, you can quickly
identify a prospective buyer on the other end of any deal and make lightning fast decisions as to
whether you want to put a given property under contract or pass on that particular deal.

Make Sure Your Buyers are Serious

This step is an essential building block to keeping transactions together
and making sure there are no surprises during the closing process. After
all, your reputation and deposit money is on the line when you tie up a
property and make promises to close on a deal in a specified period of
time. There are many "Newbie" investors out there that have just enough
knowledge and courage to "pull the trigger" on a purchase, but that do not
have a full understanding of how to close on a transaction in a timely fashion. You need to know who
you are dealing with from the very start, so you can, a.) Eliminate the jokers; b.) Educate your buyer
to the closing process; and c.) Assist in bringing a transaction to a timely close. Your database of
buyers with detailed profiles puts you in a highly advantageous position when working on a wholesale
deal. Once again, information is a KEY element of a successful Wholesale Business.

Pre - Screening Buyers

Pre-Screening is the first step toward collecting this information and is an important part of the
process of evaluating any prospective buyer. It is during this initial pre-screening meeting or
conversation that you want to gather as much information about the investor as possible. This assures
that you don't waste your valuable time on buyers who are not absolutely serious or who don't have
sufficient means to close on a transaction when the opportunity is in front of them. Your product is the
rehab property and these buyers are your customers, so your goal is to learn as much as you can
about their means and needs in as much detail as possible. For time efficiency’s sake, this step is best
done over the phone. In order to maximize your list you’ll want to meet as many prospective investors
as possible and collect their business cards or contact information and set up a follow-up call, so you
can collect more detailed information about your prospect and enter it into your database.

Once at the office, you'll want to call your prospect to begin the pre-screening process. During this
step, in addition to basic contact information, you will want to learn personal information about the
buyer to help you establish rapport and develop a working relationship. More importantly, you will also
want to answer questions about their sources of financing; types of projects they are looking for; the
timelines that they can close on and most importantly, their experience level and established track
record of buying real estate.
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Learn the Details

Learning all these details about your prospects allows you to cultivate a new market of buyers and

convert some of the "NewbieOs" or non -investors i nto prospective buyers. By understanding their fears
and by helping answer questions that may stand in the way of making an investment decision, you are
profiling and developing an emerging customer base. From that customer base will come future

business.

Interviewing and sorting through prospective investors could be a very time consuming process when
not approached correctly. When | began in this business | would meet with every prospective Buyer

and spend much of my valuable time talking about would -be deals to would -be investors. It was often
a waste of time, to say the very least. This is not the most time efficient way of doing business. In
order to make the process efficient you must create a systemized way of pre -screening your buyers.

Start by usin g a scripted set of questions and a short, probing, goal oriented phone conversation to
prescreen the prospectOs knowledge and experience level, and to ascertain his or her ability to act on

an opportunity to close a deal. With a script in place, you can i nvolve your entire team and create a
prospecting machine within your business. Remember the power of wholesaling is in the depth and

width of your database.

Pre - qualifying Buyers

The next major step in establishing a Wholesale System is pre -qualifying o f potential buyers. However
before | begin work and commit time to pre -qualifying an investor | always make certain that he or

she is interested in doing business and ready to act upon a worthwhile opportunity. | call this OStep AO

and it is during Step A that you will clearly be able to separate the OAction InvestorsO from those who

are commonly referred to as the OTire KickersO or OJokersO. Indecisive Tire Kickers are those who can

not make a decision or commit to a project. But the Actions Investors are the ones we are seeking to
find and then take immediate action. They are our target client.

In the competitive environment of real estate investing, good deals come and go at a lightning speed

and an investor who is not able to evaluate and make a decisi on quickly enough to grasp the moment
will always miss that opportunity. You begin your sorting by looking into your database and matching

the deal at hand to the wants of a prospective investor. Once you are able to profile and identify your

key prospects , you next focus your energy on those individuals and offer them the deal that you have

under contract. Remember, the key here is efficiency and if youOve done your pre -screening correctly,
youOll be able to identify a prospective buyer without spending m uch time, effort, or money on
marketing the deal. The investors with a proven track record and a proven ability to close are at the

top of my list and ALWAYS the first ones to receive a call about my current lead. If the property is

vacant and | have unres tricted access to the property, | will send a prospect to do the evaluation on

his or her own first, to see if they are genuinely interested and want the deal enough to make it

happen.

We always pre -qualify & verify financing before signing a contract. | tis at this time that you should
spend more time verifying the information given by the Buyer in order to make certain that the person
you are working with has the ability to close on a deal once the opportunity is nailed down.

Always Get a Large Deposit

The first step in pre  -qualifying a buyer is getting a strong deposit at the time you sign the

contract. Generally, | require a $5,000 -$10,000 deposit.  This demonstrates a strong level of
commitment from the Buyer. This deposit is always non  -refundable. Th e only time | allow for a
financing contingency is if | have the full control over financing of the deal and the buyer is working
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with my pre -established financing source. In that scenario, | first pre -qualify the investor with the
lender by getting direct  ly involved and obtaining answers to all of my questions. Even with a
substantial deposit, you always want to make sure that you verify the information about sources of

funding by speaking with the lender and by getting copies of recent bank statements fro m the buyer
supporting his ability to close in cash.

While closing deals with investors who have the appropriate funding in place, | also work with buyers

who do not have financing thus building a new marketplace for my deals. | do this by referring them to
hard money lenders that I've established relationships with from prior transactions and pre -qualifying
them for future deals. This is an excellent way to convert some of the Owould beO buyers into viable

customers and as a result of such positioning, dr astically expand the pool of investors to whom you

can market your deals.

Keeping in Contact with your Wholesale Buyers

Pre-qualifying your buyers and building relationships with them in the process is important, however in

the end these steps alone do no t assure that your close transactions and generate revenue. The final

and critical step in the wholesaling process is making sure that the buyer stays in contract and closes

ontime. You accomplish this by closely managing all aspects of the closing proces s. This is also one of
the main reasons you always want to steer your buyers toward using the preferred service vendors

(attorneys, lenders etc.) all of whom are familiar with the way you structure wholesale deals and the

way you tend to make a deal flow.

The key to ultimate success is maintaining constant communication with all the parties involved in

closing the transaction. This includes constant follow up with the buyer, attorneys, title companies,

appraisers, lenders, insurance brokers, and any other parties that can affect the outcome of the
closing. Do not expect your attorneys to do this work for you and always verify all the information and

speak directly with each party involved to make sure that the process is moving forward in a timely

manner. This also means working closely with the buyer to assist in the closing and any preparations

for the project. Some of the things you'll be involved in are: getting all the paperwork together to

secure financing, handling questions and objections from lende r, assisting in preparing a formal scope
of work statement, helping with finding contractors for the job, referring an insurance broker..

You will want to be present at all key meetings at the property such as meeting with the lender who is
financing the project. This is important so you can handle any objections that may come up and also
SO you can be present to support your estimated numbers for the rehab cost and the value and

security in the project.

Choosing Between Multiple Offers

Cash is King

Cash is king in the wholesale business because it makes deals so much easier
to close. In fact, whenever | am choosing between different offers on a
property, | always put a lot of weight on cash offers. Likewise, contingencies,
closing dates, and deposits s hould influence what offer you decide to go with. | can't tell you how

many times | have chosen to go with a lower cash offer over a higher offer from a buyer who wanted

to use traditional financing. | want to know my wholesale transactions are going to ge t closed and that
| won't have to help push a buyers financing through. Time is money in the real estate investment

world and if | have to spend a whole week trying to push a deal through because of the buyers

financing, then | will be losing a lot of mone y in other areas of the business.
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Investment Case Study

Let me give you an example of a smaller deal which will help illustrate my point. A few months ago a

motivated seller called me with a 3 unit building she was interested in selling in New Haven, CT. The
building had been ravaged by a serious fire and the entire 3rd floor and roof needed to be rebuilt. The
fire had ripped through most of the roof and support beams. The seller's insurance paid off the

underlying mortgage and the seller received the bala nce of the insurance check which amounted to
$19,000. However, the seller had no interest in rebuilding the property and wanted to sell it quickly.

The seller called me and was looking for $40,000.00 to sell the property. | was familiar with the area,
and | knew that as long as the building was standing and did not need to be knocked down, that this

was a steal. | immediately rushed out to the property and met the seller and signed a contract for

$40,000.00 because | knew that | could turn around and sell t he property within two weeks for
somewhere between $95,000 and $105,000 depending on how long | had to close. | also knew this
particular property was going to be worth around $330,000 after it was rebuilt. Consequently, the only
point | negotiated with th e seller on was the closing date. She wanted to close in one week, but |

wanted three so | could sell the property to someone else and not have to use my own cash to

purchase the property. | gave the seller her price and she gave me the close date | desir ed.

This is a great example of making your money on the way in! | knew there was between $55,000 and

$65,000 in equity | could pick up just by putting the property under contract. | turned around and
called my 5 best wholesale buyers and | had an offer th e same next day for $100,000. This is a great
example of buying a property and having multiple exit strategies. Had | chose to rehab the property
and invest another $110,000 into the property | could have made a lot more money then selling it for

a $60,00 O dollar wholesale profit. Assuming carrying costs and transaction fees of 15% ($49,500) of

the final sale price | would have made somewhere in the range of $130,500 dollars. Not too shabby,
however | would have to commit a lot of my time and my partner P aul's time in order to get this

done. The point is that | had several options and multiple exit strategies which is a position you always

want to position yourself in.

What if the deal was structured differently?

Now let me paint a different picture for you. What if the seller had called me and wanted to sell the
property to me for $115,000 dollars. Is this still a good deal? Well, letOs examine it from a couple of
different perspectives. Assuming | purchased the property for $115,000 and spent $110,000 o n the
rehab | would have been into the property for $225,000. Now assuming the carrying costs and

transfer fees were still 15% ($49,500) of the final sale price | would walk away with a profit of

$55,500 dollars. Not too bad, right? Wrong! The deal is not bad from a profit standpoint should
everything go according to your plan, but what if the construction isn't really $110,0007? What if your
carrying costs and transaction fee are more than 15%7? That $55,500 dollars can diminish very quickly
and then you w ill find yourself working for free on a project that takes six to nine months of your

time. This is called investing without options because you only have one exit strategy and that is to

rehab the property.  And | can tell you from experience that $110,000 dollar rehab is a lot of work to
only make $55,000. There is an opportunity cost to your time and money. | would let this deal go
and wouldn't think twice about it and so should you when faced with a similar deal.

Common Wholesaling Questions

Does W holesaling Work in Every Marketplace?

Many beginning investors have doubts about the viability of wholesaling in their marketplace. Many
think wholesaling will not work in their area for one reason or another. | can tell you | have students

all around the  country who are using my techniques to find great wholesale deals every single day. |
have students in Anchorage, AL and students in Miami, FL who are all using my wholesale systems

FortuneBuilders www.FortuneBuilders.com or (888 )807 -9964


http://www.fortunebuilders.com/

E-BOOK: Flipping Houses Start -Up Guide 35

with the same success. It doesn't matter if you are wholesaling $3,000,000 condos in Manhattan or
$10,000 mobile homes in New Mexico the strategies are still the same. It all starts with lead
generation, then you have to tie the property up at a low price and give yourself enough time to find a
buyer at a higher price so you can turn around and sell the property for a profit. If you have spent the
time learning the business, can follow simple systems, and can consistently take action then it does
not matter where you live because you will be successful. Any well educated investor knows he can
make money in any city in any market.

Different Markets Have Different Niches

Buying abandoned warehouses and converting them to condos may be a very viable investment in
Chicago, IL and a very bad decision in Detroit, MI. You need to understand your market and find the
unique opportunities within it. I always recommend starting in your own backyard and learning the
local landscape before you venture into other areas. Don’t pick a market that is further away just
because it is hot. I have found the further away an investment property the riskier it gets. I don’t like
giving up control especially when I have to get on a plane in order to visit the property.

If you are going to concentrate on wholesaling the market will have less of an effect on whether you
succeed or not. You will be flipping properties in such a short time frame it will be virtually impossible
to be affected by swings in the market. You may find fewer buyers and more sellers, but appreciation
should not come into play in any of your wholesaling decisions. As a wholesaler whether the market is
going up or down has nothing to do with how we make money. We make money finding undervalued
properties and selling them at a higher price within a very short time period. We are not trying to time
the market, we are not banking on appreciation, what we are looking for is a sure bet. We are the day
traders of the real estate market, getting in and out of the market in a very short time period.

Can You Wholesale In a Down Market?

The market you are buying in can be depreciating 10% a year and you
can still make serious money wholesaling properties. In fact, when the
market is dropping more buying opportunities will present themselves
as owners are forced to sell. This presents a great opportunity for
wholesalers and rehabbers who are highly liquid. In down markets you
should be able to pick up properties at 50% to 60% of their current
market value and wholesale them quickly to other investors at 75% to
80% of their value. In fact, if you are brand new to real estate
investing this may be one of the best markets to start out in. The
reason is because in 2008 over 7 trillion dollars in adjustable rate mortgages will be correcting. The
banks created ARM mortgages so they could get more money out into the marketplace and make up
for the low interest rates with more volume. Financially it may be disastrous as banks will have to
foreclose on a record number of homes when these homeowner’s payments adjust. Overly aggressive
lenders who pushed borrowers into homes they probably shouldn't have been buying will be feeling
the heat. Distressed homeowner’s will have to refinance, sell, or be foreclosed upon. The problem is
that many homeowner’s paid inflated prices for their homes and now that the market is adjusting they
will be in over their heads. Many homeowners will not be able to sell as the current market value of
their home may be below their total debt.

T TR T
i Foreclosure |
NEXT EXIT A _J

B I, ey ORSR

People everywhere will be losing their homes to foreclosure and as a wholesaler it will be vital for you
to understand the short sale process and how to negotiate with banks. This will be a huge opportunity
for a lot of the savvy wholesalers.
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Small Signs in My Marketplace

| have already started to see small signs of this in my marketplace as for eclosure rates have increased
by over 30% in the past year. On a micro scale | am already seeing this take place. The number of

calls | have received in the past few months from people who are over leveraged is staggering. | went

from working on 5 short sa le deals at a time to over 20 short sale deals and I truly believe 6 to 9

months from now | will have 3 to 4 people in my office dedicated solely to processing short sales. The

situation is only exacerbated by how many properties are on the market. In my a rea the number of
homes has doubled which means the number of days on market for the average home has gone up

significantly. It is definitely a buyers market as they have plenty of houses to choose from and

whenever the market slows sellers become more cre ative. | believe over the next couple years a lot of
sellers will be forced to drop the price of their homes, be more creative, or offer other incentives in

order to get their properties sold. | have also found it easier to negotiate with homeowners in a s oft
market as many are scared if they don't sell now then their house may be worth less in a few months.
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REHABBING

It is important, when you include rehabbing in your business, that you spend time educating yourself

first. Learning prices of labor and materials as well as finding, prescreening , hiring, and managing
Omature, grown up, adultO contractors in your area are the foundation of a successful rehab business.

Many newcomers to the rehab game fail because they simply can't manage contractors. Know ing the
correct pricing, terminology, & required tools will allow you to better communicate and gain the

respect of all contractors. When you become experienced at rehabbing you will have the confidence to

take advantage of all the profit centers in Real E state Investing. This separates you from the other
investors and creates more opportunities for you in any real estate market. To truly be considered an

all around investor, you must have experience in rehabbing properties.

Bigger Checks!

An annual six -figure income is a realistic goal when rehabbing properties! Even in todays Odown

marketO | continue to make an average profit of $30,000 per property. Simple math says rehabbing

just four properties per year equates to earning around $120,000. Rehab fiv e properties and youQOre
up to $150,000, add a few wholesale deals in the mix and man your talking about financial freedom!

Your return on investment can literally double, triple, & quadruple overnight.

In order to be effective at Wholesaling one must k now the Rehab process inside & out so you can
effectively wholesale any deal for huge profits.

Making a Difference

Being able to add value to properties through renovations is a not only very profitable, but also very

rewarding. You are pro  viding a great service, not only to the city in which you do business, but also to

the end buyer of the newly remodeled home. Turning blight into delight! 1tOs incredibly rewarding to

be approached by neighbors of the property and hear Othank you so much for fixing this property. 1tOs
been an eye -soar in our neighborhood for quite some time, and | know the value of my home will

increase as a result of this house being improved. Thank you.O

WhatOs even more rewarding is seeing the excitement and pride th e buyer exudes when they purchase
their picture -perfect home youOve just built for them.
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Move into Larger Developments?

What | love about starting in Residential Redevelopment or single family rehabbing is itOs the easiest
entry into larger developmen t & commercial projects. The fundamentals of analyzing the deal,
estimating repairs, gathering quotes bids & negotiating contracts is the same for a single family rehab
as it is for a commercial development. There is no better entry into the world of comm ercial
development then by starting with a rehab project.

Wholesale More Effectively

When you wholesale a property to another investor who is going to do the rehab, you are deferring all

the future risk onto that wholesale buyer. From the wholesale buyer sO point of view, they are going to
be very wary trusting your word that this property will make them the profit you say it will. The way

to combat that is to build trust with your wholesale buyers. You build that trust by giving them

extremely accurate  information about the property, the amount of work it needs, and itOs true after

repair value. OBuyer beware,O the wholesale buyer will always (well should always) do their own due

diligence, inspect the property and run their own numbers. Let me tell yo u, if youOre working with an
experienced rehabber, you better be 100% confident the info youOve given them and have the proof to

back it up. If they discover you were off (whether it was intentional on your part or not), you will lose

complete credibility  and that buyer will not work with you on any future projects. Your reputation as a
wholesaler is everything. With rehab experience under your belt youOll have the first hand knowledge

to be confident in your information and know how to clearly communicat e it to with your wholesale
buyers.

REHAB STAGE OVERVIEW

The most important action in growing your rehab business is breaking the entire rehab process down

into stages. This separation has allowed us to explode our real estate business, CT Homes LLC int oa
multi million dollar development company. Instead of guessing at the rehab we systemized the whole

process so it can be stamped out in any town across the US on any house.

WeOve already discussed the preliminary walk -through earlier in the wholesalin g section of thise -book.
After youOve completed your in  -office deal evaluations the preliminary walk -through allows you to

assess the as -is value, the repair costs, and the ARV (After Repair Value). Once youOve returned to

the office with your Property Inspection Form, Orun the numbersO through the Deal Analyzer

Spreadsheet to calculate the profit potential. Our strict rule -of-thumb is a 30% profit margin to even
consider rehabbing the property. In some instances youOll find that your profit margin can be upward
of 60% which makes rehabbing an irresistible exit strategy. Keep in mind though; there are many

other factors to take into consideration (other than meeting the 30% profit margin minimum) when

choosing which property to rehab.
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Because th ere is an increased risk associated with rehabbing properties you must have the knowledge,
skills, systems, and training under your belt to gain the confidence of a successful and profitable

rehabber. Investors just beginning in the rehabbing business, sho uld ALWAYS start out with projects
needing minimal work to get your feet wet. Your first rehab should NEVER be a full gut! Although a

full -gut property is alluring because the profits can be HUGE, itOs very unwise to get in over your

headEyou can lose you  r shirt, or worse get your shirt ripped off your back.

LetOs think through it, here is an example situation. Say youOve implemented your marketing
campaigns as weOve discussed, youOre generating a great stream of leads, and youOve wholesaled a
deal ort wo. You feel like your real estate business is really taking off so youOve decided itOs time to
take on your first rehab.

You have two hot properties leads in your hand. 1tOs time to evaluate each property and select which

of the two youOll rehab. Pr  operty A is a full gut, youOve analyzed the deal and youOre looking at a profit
of $60,000. Property B is a minor cosmetic rehab, with a profit potential of $30,000. The choice may

seem obvious to you because youQOre thinking Ono one would choose to make $30,000 instead of
$60,000.0 If you are a novice rehabber, with no experienceE. WRONG ANSWER!

HereOs whyE one, as an inexperienced investor your risk when doing a full gut has increased ten fold.

Which a.k.a. means youOll make costly mistakes that wil | dramatically decrease your profit (as well as
give you a permanent migraine, keep you up all night and you may see your hairline starting to

recede). Two, in the time it would take you as a novice rehabber to completely rehab a full gut, you

could have rehabbed two or three properties needing minor work (making $60,000). This means that

by completing two or three Ocosmetic rehabsO you can make the same or greater profit then you would

doing that one full  -gut, in the same amount of time, with ten times | ess risk and stress. Make sense?
Okay, great letOs move on.

However, if youOre a very experienced rehabber with a team of professionals, using proven rehabbing
systems (such as the ones weQOve designed), youOll have the resources and abilities to take on
rehabbing Property A and Property B at the same time! This is the level of investing youOll get to by
educating yourself, utilizing systems, and gaining experience through training and education.
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Moving on, to a breakdown of the rehab stage overview. T his process begins at the point where you
have made the decision to rehab the property.

The Initial Walk -Through

This is where you will do the majority of leg -work for the rehab. There are a few things you need to
bring with you on yourw  alk -through of the property:

- A Digital Camera

- Property Inspection Form & Graph Paper
- A Lockbox

- The property keys

- Advertising Materials

- A Flashlight

Camera

Taking before -pictures allows you to reference the property when creating your Scope of Work

(disc ussed below). The photos are also necessary down -the -line if you sell the property to a retail

buyer who is using bank/conventional financing. Most likely the lender will have a problem with the

hefty profit being made in the short time -frame. If you boug hta property at $100,000 and six months
later youOre selling it for $200,000, the bank wants to know what is up with the huge price jumpEitOs

an automatic red flag. The way to address this is to send the lender your documented before -photos
and Scope of Work (without prices listed). These tools are solid evidence proving to the lender that

the price jump is due to the amount of repair and value added to the property to bring it to its current

state and value.

Property Inspection Form & Graph Paper

This is where you are going to spend the bulk of time during the initial walk -through. 1If youOve already
done a preliminary walk  -through youOve presumably already done a Property Inspection Form. If so

bring it, youOll want to be extremely thorough since you Ove decided to take on the risk of rehabbing the
property. As a result, you have to be concerned not just with buying the home right, you also have to

be concerned with the final product being able to SELL FAST. When going through your Property

Inspectio n Form youOll detail the improvements that OneedO to be done, youOll also want to look for

potential extra improvements or enhancement, Osizzle featuresO that can be done to increase the

salability of the home when you go to sell it to a retail buyer.
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Use the graph paper to sketch a layout to refer to during the Scope of Work. You may have plans on
changing the layout, you may decide to rip down walls, open up rooms, redesign kitchens or
bathrooms, or maybe add a picture window to maximize space (which g reatly increases salability).

Lockbox

Putting a lockbox on the property, with the house keys, during the
initial walkthrough will save you time and allow your contractors and
employees to access it as needed, so everyone can work much more
efficiently.  This simple detail saves you hundreds of hours
throughout the rehab. Time is your most valuable resource.

Advertising Material

Bring advertising materials to leave at the property and promote your business! We put a 40 x 80 foot

banners on outside of hou  se. You can at minimum put signs on the front lawn promoting your house -
buying business. Take advantage of this OfreeO advertising opportunity!

Flashlight
It is always a good idea to carry with you a flashlight in case power has not been turned on or doe s

not work. You do not want to waste a trip and not be able to properly complete your walkthrough.

Scope of Work

The Scope of Work has transformed our rehabbing business. It itemizes exactly what has to be done

throughout the entire rehab process. Iti s the actual black and white paper presentation of everything

you want done to the house. When someone has completed reading the scope of work they should

have a clear visual of what your finished house will look like. Once youOve completed the steps of th e
initial walk -though, now youOll come back to your desk and start reviewing the photos, inspection

form, and sketches.

In the beginning of your rehab career, detailing what you need in the Scope of Work will take you

quite a bit of time (however, the s mart investor will just print and use our Scope of Work for their

project). You will reference the Scope of Work during every step of the rehab. Your Scope of work will

list all of the EXACT materials to be used - trim, carpet, paint, etc. All materials are listed with specs
and costs. Interior, exterior, room by room, everything is covered. With your Scope of Work youOll

not only save an incredible amount of time, it will also eliminate discrepancies. Essentially what this

enables you to do is OMcDonal  dizeO the system for contractors and for future rehabs.

The Scope of Work is really the foundation for the rehab project because it standardizes the materials

youOll use, saves you time, and holds contractors accountable. If youOd like to duplicate our exact
Scope of Work Template check out Paul Esajian and The FortuneBuildersO Rehabbing For Huge
Profits Home Study Course . To find out more about our home study courses and life changing live
seminars go to:  www.FortuneBuilders.com or call 203. 624.0444

Contractors & Job Bidding

When itOs time to start getting contractor bids, youOre going to want to bring in multiple contractors.

Make at least 10 copies of your Scope of Work (and make sure youOve made a fi nished version that
looks professional). YouOll also include the Standardized Quote Itemization Form; leave the copies at

your job site and you can begin to send contractors to the house. Contractors fill out there material
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and labor charges for every component of the job for every section of the house and send back to you.
Now you can compare apples to apples. You'll want to receive back AT LEAST three bids on every
component of the house to evaluate quotes properly before your choose a contractor. With these bid
sheets you're going to gain so much pricing knowledge simply by reading over multiple contractors’ bid
sheets.

Plus, you know exactly what the contractors are charging you for every single component of the job,
not just giving you a flat price for the entire job. If you're getting a significantly better price on certain
components of the job (i.e. the roof) you can plug another contractor into that specific element of the
rehab and therefore SAVE MONEY. Potential contractors and re-peat contractors see they must price
competitively on every element of the job to be awarded their bid.

Hiring and Managing Contractors is BY FAR the most pivotal element of a successful rehab. I literally
have a complete manual covering just this topic included in Paul Esajian and The FortuneBuilders’
Rehabbing For Huge Profits Home Study Course. To find out more about our home study courses
and life changing live seminars go to: www.FortuneBuilders.com or call 203.624.0444

After retiring from the Navy after 23 years of service, Mike
decided to his next challenge was real estate. Mike attended
the RehabberOs Bootcamp earlier this and has just completed
and sold his latest rehab.

HERE'S THE BREAKDOWN

Purchased July £, 2009 SRR, 600
Rehab & Holding Cost 539,000
Closing Cost & Commission 516,000
sold September 10, 2009 5213, 500
Total Profit 572,000

Contract Signing
Now you have bids back in, you’ve evaluated each bid, made your decision and it's time to sign. The

liability of getting your actual documentation signed and in order, is something EVERYONE needs to
adhere to. DO NOT do rehabs without filling out all the paperwork with all your “i's dotted and your t's
crossed”.

Sit down with the contractor whom you’ve “awarded the bid” (given the job to). Now you have to
motivate the contractor, by explaining the opportunity for repeat and consistent future work with your
company using a point by point “Introductory Contractor Meeting Outline”. Discuss the standardized
materials (scope of work); make clear you will not be standing over their shoulder. Explain your
expectations and lay out your parameters of which they are to work in. It is important to clarify the
task at hand. Also, you have to dictate who “wears the pants.” You are the boss. Often a contractor
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will come in and want you to sign their paperwork. ThatOs not the way we do business, we use our
contracts and our contr  acts ONLY.

YouOll find that a quality contractor will be excited because they are working with a professional, there
is clear communication and they have the Scope of Work so they can go ahead take the bull by the
horns and get the job done. A profess ional contractor realizes the quicker they do the work the
quicker the job is done, the quicker they get paid and can get onto their next job, and finally make
more money through the course of the year.

|

— . S ey tane

T |

6 Essential Documents

Independent Co ntractor Agreement

This agreement is the Omeat and potatoesO, itOs so incredibly vital. It outlines conduct and behavior

rules, timelines, warranties, penalties, the specific insurance they must have and who will be pulling

permits. Go over everything t o get it etched in stone. ItOs the first and most important binding

agreement, if a contractor doesnOt sign it, we donOt do business with them. This is hands down the

most important document in our whole business. We have literally saved hundreds of thous ands of
dollars a year by establishing the rules & protecting our liability with our Independent Contractor

Agreement.

Scope of Work

Leading up to the point where youOre signing with the contractor, you will perhaps have a few changes
after contractor sug  gestions, a second walk  -though, etc. However, when you sit down to sign the
agreements you need your finalized Scope of Work which the contractor will be working off of.

Payment Schedule

The Payment Schedule outlines each payment the contractor will get, with benchmarks and milestones
specified before each check is received. For instance the schedule is broken out into 5 payments;

under each payment will be the correlating benchmark or milestone of the job that needs to be

completed before that payment i s made. Without this clarification you WILL run into problems with

the contractor wanting more money then they are owed.

Contractor Insurance Indemnification Form

This form clearly states the insurance minimum requirements, and assigns the responsibilit y of
insurance to the contractor who must have and keep current the required level of insurance. The form
holds them liable. When introducing this form to a contractor, | require that our company gets added
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(as an additionally insured); that the insurance document specifically identifies the property being
covered, and the insurance binder is faxed back to me. ItOs important not only now, but you may use
this document to protect yourself from paying that contractors tax liability, this may be an issues

dur ing tax season if you can not prove, with documentation, that the contractor is in fact and
independent contractor and not an employee of the company.

W9 Tax Form

A W9 is filled out and signed by the contractor at the time | first use their services. Afte r their first job
with us they are good to go (they donOt need to sign a new W9 for each job they do for us & we only

need this signed once a year). Remember, youOll be working with a lot of contractors just ONCE.

Maybe you like the job, maybe you wonOt or maybe they didnOt complete the work and just took off.

At the end of the year, you MUST have all the necessary documentation to 1099 all of the contractors

youOve used so that you are not responsible for their tax liability. If you donOt have the W9 w ith the
necessary information and you canOt track them down, you canOt defer the taxes to them (bad news for

you because if you canOt 1099 them, your responsible for the associated taxes).

Final and Unconditional Waiver of Lien

This waive ris not signed up front, but itOs imperative you thoroughly review it with the contractor

during this initial meeting. HereOs how you explain it to your contractor, OOnce the whole job is

finished, the punch list is completed and the work is okayed by me, you WILL sign this final waiver
before | give you the final payment.

By introducing this form before the job starts | handle the objection and IOm met with less hesitation at

the end of the job because they know they are going to be held accountable & re sponsible for signing
this document if they want their final payment. The waiver of lien protects you against any disputes

that arise from bogus or fraudulent mechanics liens that might come in the future.

Every single document must be signed, organized and filed with the purpose of being easily found in

the future (not just while youOre working on the project). Even with the smallest job you NEED to get

all of these documents signed. You have to do it right from the beginning and youOll be so much bett er
off (trust me | learned the hard way through many costly mistakes).
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Rehab Process

Now, we are actually getting into the rehab itself. Remember, a key component to a successful rehab

is to prepare and do your due diligence prior to starting the actua | work, which is why we pour so
much effort into the steps leading up to this. Once the first three steps are complete and we are

ready to start the rehab process, itOs time to pull permits and get inspections coordinated.

| will have a  one last meeting on the job site right before we start the work with the Head Carpenter

and all the Tradesmens and Contractors. 10l go over the project and introduce the Head Carpenter or

GC who will be the one they refer to for any construction questio ns (I shouldnOt be called when a stud
needs to be moved or a subcontractor is sick). There are five major milestones for the permits and

rehab process in general. Now if youOre doing a minor cosmetic rehab youOll obviously not be doing a

frame -out, but w e are going to teach all the steps for a full -gut so when the job calls for it you can
apply them

Clean-out

Gutting or cleaning out the rooms to be demo -ed, any special layout changes, walls being taken out,

etc will be done now (this is the grunt work)

Frame-out

The Carpenter crew frames  -out all of the rooms first. Once the frame out is done, weQll go in and
mark up (with spray can or thick black market) every aspect of the layoutEtub, sink, toilet, stove,
phones so the plumbers and electricians know exactly where to Orough inO. Once the framing
carpenter has framed out and weOve marked the place up, now the various tradesman and contractors
come in.

Rough-out

Electrician comes through to hardwire - new wiring, smoke detectors, cable, phones, etc. P lumber
comes through does plumbing in kitchen baths, etc. Heating specialist (HVAC) roughs -out your
heating/cooling system - duct work, baseboard heating, etc.

Now we are at the first round of inspections. The order of operations is important here. Fir st, all of

the subcontractors must get their Rough Inspections done and okayed (plumbing, heating, and electric
in no particular order). Then your head carpenter will call in for the final rough inspection by the
Framing and Building Inspector.
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Insulation
After Final Rough Inspection is complete, then all your insulation is put in and you have one more
inspection just for the insulation.

Finishing

Once that insulation inspection is passed, you can now sheetrock, tape, sand, and get ready for
trimming out the property. The carpenter will trim out doorways, windows, trim and baseboards.
Once trim is done, it's time to paint! After the interiors painted the plumber, electrician, HVAC come
back in for a second time to trim out or drop fixtures. Last but not least is the flooring; flooring and
carpet is always the LAST thing to go in!

Now you must get your Final Certificate Of Occupancy (CO’s). Your last round of inspections to obtain
your CO follows the same order as the initial rough out inspections - first all of the subcontractors
must get their final inspections okayed before your final building inspector comes in to give a CO.

Contract Closeout

The job is complete and now we are ready to do a walkthrough with a final punch-list. Listen up;
there WILL be things that the contractors have missed or must be touched-up or re-addressed. Make
notes on the punch list of everything that needs to be finished up before they receive their final
payment. Once they've completed the final punch list, and the final product is okayed by me, they
sign the Unconditional Waiver Of Lien and they receive their final payment. Getting the lien waiver
signed, a copy of the final Certificate of Occupancy, and completing the punch list is crucial. DO NOT
GIVE A CONTRACTOR THEIR FINAL PAYMENT BEFORE THE FINAL PUNCHLIST IS COMPLETED TO YOUR
SATISFACTION AND THEY HAVE SIGNED THE UNCONDITIONAL WAIVER OF LIEN!

Final Touches

We are now critiquing the house as if we are a potential buyer.

The first order of operation - get the house cleaned (preferably by
a cleaning person, not yourself — time is money). If the house is
dirty a buyer will have a hard time imagining themselves in the
house. Women tend to have the final say when purchasing a home
and if she is not pleased with the cleanliness of the home
(especially the kitchen and baths) she’ll be turned off immediately
and will not commit to buying the house.

Second step - stage the house! The house is vacant, what you want to do is stage it to visually
optimize the space and highlight each room. You want the buyer to walk into the kitchen and see
themselves at home. Adding hand towels with a matching mat, a tea pot, and some flowers will make
a tremendous difference. Fresh potpourri, a soap dish, candles, and a shower curtain set a soothing
and serene feeling in the room. Often, when I get an offer on one of my rehabbed properties, the
buyer will actually write into the contract “all staging items to stay in home.” That means those items
definitely influenced their decision to put in an offer! Staging a home should not cost you more than
$500 if you have the proper shopping list and know where to purchase your materials. The cost of
staging your house will easily pay for itself by getting that investment back ten fold, so don't
underestimate the power of setting the stage!
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After the property is cleaned and staged go back with your camera and take after -pictures. 1tOs a
documented copy for your files and moreover youOre building your portfolio, these photos will help
build instant credibility for future jobs.

Finally, we change the lockbox code! This will prevent against theft. You also want to have complete
control and knowledge of anyone going in and out of the property and when! 1tOs a very important
final step.

The value that we have gotten from breaking the rehab into seven stages, itemizing checklists, and

being able to MANAGE THE PROCESS through a series of systems and checklist with our Rehab
Systems Manual, allows us to remove ourselves and focus on generati ng more business. These
systems also empower the people we are working with to take on more responsibility while they work
through the system, and thatOs the key. The value of our contractors quadruples! All of our systems

are focused on saving ourselve s TIME, being more EFFICENT, decreasing our risk, and guaranteeing
huge profits.

YOU TOO CAN DOUBLE, TRIPLE, AND EVEN QUADRUPLE YOUR INCOME IN
TODAYOS REAL ESTATE MARKET!

| donOt define my life as being a real estate investor. | use real estate investin g to create the lifestyle
most only dream of. 1, like you, didnOt want a life | felt decent about. Nor did | want a life | felt good
about. What | wanted was a wonderful, spectacular, adventurous life | felt GREAT about waking

up to everyday! | wanted t o create an extraordinary life, and thatOs what real estate has allowed me
to do, and it can do the same for you!

Are you looking to jumpstart your real estate investing career and want to learn from one of the
nations most successful investors? Are you interested in learning how you can profit from the
foreclosure boom and make money flipping homes in today's real estate market? If you answered YES
to either of these two questions, then IOm ready to help you achieve financial freedom!

Who thinks that us  ing just ONE of the systems youOve learned in this e -book will double, triple, or
guadruple your income? Let me tell you, you are right! The foundation of any successful business is
knowledge, Othe more you learn, the more you earn!O

Truthfully, IOve packed as much information as humanly possible into this Flipping Houses Start -Up
Guide, but the reality is what IOve shared with you here is just a small portion of the money -making
secrets and systems we have to offer. Whether youOre a beginning investor s or a seasoned vet you

canOt afford NOT to learn my systems designed to buy and sell real estate!

There is no better way to learn than in an intense hands -on environment! Which is why 10m excited to
tell you about my upcoming 5 day Intensive Marketing a nd Wholesaling bootcamp! At the event | will
share with you the very information and systems that we have used to build our multi -million dollar
real estate business.  There is no substitute for life training , take charge of your financial future

and join me at the bootcamp! Doing so is absolutely, positively, hands -down the BEST investment you
can make for yourself, your family, and your future.
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HereOs a Sample of What | Will Cover At the Event:
x TodayOs Top Marketing Strategies To Find The Best Deals

x How To Completely Eliminate All Of The Risk Associated With Buying
Real Estate In A Changing Market

Writing Your Marketing Plan

Guaranteed

4

¢ 4

Creating A Marketing Budget To Reach Your Goals To Help Build é

- . y Your Fortune 4

Finding Employees To Get Your Marketing Out There fé
How To Get Others To Pay For Yo  ur Marketing i

=
L

Prescreening Incoming Leads has 0
Establishing Deal Follow Up Methods

How To Wholesale Properties So You Can Pick Up A Check For $20,000 In The Next 30 Days
Analyzing And Evaluating Deals

Building Rapport With Sellers

Writing Contracts, Financing De als, And Creating Multiple Exit Strategies

Building Your Buyers List

Marketing Strategies To Find More Buyers To Get Your Properties Sold At Lightning Speed
Detailed Wholesaling Office System

How To Build A Business That Will Literally Run Itself

How To A utomate Your Business To Save Time

How To Beat Your Competition To The Best Deals

How To Stop Wasting Time And Start Making Money

X X X X X X X X X X X X X X X X X X

How To Get Over The Fear Of Buying Your First Few Deals

Ask yourself - why you arenOt seizing the opportunity to achieve fin ancial freedom? WhatOs holding
you back from your own success?

Let me show you how you can overcome your fears of
investing, your fears of leaving your J.O.B., your fears of
actually buying that first property and your fears of not being
able to sell t he properties you buy. Skip all the painful (and
costly) mistakesE IOve made them for you! 1Om going to show
you how to save time and make money. 10l help you achieve

financial freedom to gain the lifestyle you desire. ' SPECIAI‘

OFFER

Many of my students around the country are making
FORTUNES by replicating our franchise -like systems designed
for buying, fixing and selling homes. Now it's your turn!

To register for this life -changing 5 Day Intensive

Marketing and Wholesaling Bootcamp simply go to
www.FortuneBuilder sEvent.com . To speak with a

member of my team directly, please call 888 -807 -9964!
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Since youOve taken the time to read this e -book, IOm prepared to offer you THE MOST INCREDIBLE
DISCOUNT IOVE EVER OFFERED on my upcoming 5 Day Intensive Marketing and Whol esaling
BootcampE

$500 OFF the price
of registration!!!
You heard me right! 500 bucks!

Why would | offer such a gigantic discount?! 1, like you, appreciate working with others who are
committed to their success! By reading this e -book from beginnin g to end, youOve proven youOre
geared up and ready to go! Together, we will achieve your financial freedom!

TO TAKE ADVANTAGE OF THIS EXCLUSIVE OFFERE

Go to www.FortuneBuildersEvent.com . IfyouOve p rinted this e -book and are manually typing in this

web address, simply go to www.FortuneBuilders.com _, click the OSeminarsO tab along the top panel,

and then select the O5 Day Intensive Marketing and Wholesali ng Bootcamp.O Once youOve proceeded

to purchase (clicked Oadd to cartO), simply enter OINCREDIBLEO into the OSpecial CodeO box andyo ur
wallet just got $500 heavierE.

IOm only offering the OMost Incredible Discount EverO for a limited time, so | urge y ou NOT to
procrastinate. Act on this opportunity today, right now, while it is fresh in your mind! MY SYSTEMS
ARE GUARANTEED TO HELP BUILD YOUR FORTUNE!

We look forward to meeting you at the event and getting to know you!

Than Merrill and  the FortuneBuilders Team!

P.S. DonOt forget, the discount code to receive $500 off the price of registration is OINCREDIBLEO Go
check out the site at www.fortunebuilders.com!
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WHAT PEOPLE ARE SAYl NG ABOUT USE

OThan, thanks for everything you have taug ht over the past year. Using your marketing systems |

found a single family home that was in foreclosure right here in the bay area. | bought the property

subject to just like you taught me, rehabbed it, and sold it for a profit of over $200,000 dollars. T his is
great start and | am looking for an apartment building next.O

- Steve Elcan B Fremont, CA

OAttending The FortuneBuildersO Bootcamp was a pivotal moment for us and our business. We learned
about the systems that have made CTHomes as successful as i tis. The bootcamp was interactive,

hands on, full of energy, and very motivational. It was during that bootcamp that we decided we

needed to hit the ground running and jump right into real estate investor. There simply wasnOt
anything more to wait for. We approached the CTHomes crew and they could not have been more

helpful or supportive. We were actually shocked as to how approachable these individuals were. They
really took the time to listen to our questions and address our concerns. They were so h elpful and
interested in OUR success that within 30 days, we had purchased our first rehab property! Without
the Bootcamp and the ongoing support and advice from Than, Paul, JD, and the rest of the CTHomes

crew, it would have been extremely difficult for us to have taken this big step in our new investment

careers. Thank you to the CTHomes and Fortune Builders family.O

- Christopher Musial and Adam Kosiorek, Open Doors LLC, Southington, CT

OAfter attending your seminar | went back and put everything into effect and last year | acquired over
3 million dollars worth of real estate using the techniques you taught me. Also, | want you to know

that | am building my parents a house using the profit from one of my latest deals. | couldnOt have

done it without yo  ur help Than and | canOt thank you enough.O

- Liz Alena, Groton, CT

When | first heard Than speak, | realized right away that this guy b and this company B had what it

took to not only be successful, but to help me be successful, too. | signed up for a 2 -day course where

| heard both Paul and Than speak. From those 2 days | realized that | had finally found a company

that understood that it takes more than just hard work and desire in order to be really successful long -

term. | finally found some people to help me learn the systems to get from point A to B. | had already
wasted a sizeable amount of money taking another course, but | realized | needed to learn not just the
course material, but the systems they were giving, in order to build my business. | b ought all their

courses on wholesaling, marketing, and rehabbing and plunged in. | devoured the CDOs and the books,
began to implement the marketing and the systems, and finally began to see my business take off. |

attended two more of their full Bootcamps and learned a whole lot more. | made enough money off
my first 2 deals that | just hired my first full -time assistant. | fully expect my business to grow at least
6 times over this year because of what I learned and because of all the help they have been to me. If

youOQre looking for a course that is definitely worth your money, this is one you really canOt afford to
miss.
- Barton Wallace, President, Barton Property Group, Hingham, MA

"Than, | canOt thank you enough for helping my business partner and | get started in this business. We
have wholesaled seven properties using your systems and have made over $80,000 dollars in profit

the past six months. However, | canOt thank you enough for helping us avoid what could have been a

fatal mistake on one of ou  r most recent deals."

- Mark C, Las Vegas, NV
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"l just wanted to thank you for helping us get started in this business! My business partner Alex and |
have grown our business so quickly due to your systems for buying and selling properties. Last year
we b ought and sold 27 properties. In fact, last week we just sold a property for a $33,000 dollar
profit! We would not have been able to do any of these deals without your help. Thanks Again Than!
When you're in Jacksonville we owe you a beer!"

- Gregg Cohen,  Progress Home Buyers, Jacksonville, FL.

"| attended ThanOs seminar where he gave me the recipe for success and how to make money in the
real estate business. Not too long ago | finished my first rehab which | bought, rehabbed, and sold it
ina2monthst ime frame and made over $49,000! Than, from the very bottom of my heartEThank
You! It has already made a positive impact in my life as a whole!"

- Tom Volarat, Modern Homes LLC, East Hartford CT

"| attended ThanOs seminar after doing 8 real estate deals and | learned techniques that | know will
have me doing 25 deals in no time. Than truly covers every single topic that you will encounter in this
business that will make you successful. When you leave you will be armed with the tools for success!"

- John D elserone, Cleveland, OH

"The great thing about the FortuneBuilders team is that they are real (actually working the business)
and reputable. The systems they teach, they use. | know they actually care and are concerned for all
those who truly want to have and build this type of business. Thanks for being REAL!"

- Jim Kreisher, Wyomissing, PA

"ThanOs seminar was the most complete training program | have been involved with. Using the

techniques | learned from Than | have completed 8 wholesale deals with tot al profits of $87,000 so far
this year | have 2 more deals scheduled to close this month. | now have a steady stream of leads

coming in every day and, most importantly, | have a SYSTEM for turning those leads into cash in my

pocket."

- Dave Durrell, Champ ion Properties of FL, LLC, Clearwater, FL

"As a top producing realtor AND a closing agent in the state of Florida, | thought | came to this course
with a good knowledge base, however, | cannot begin to tell you how much quality information and
knowledge T han Merrill passed on to me. The seminar was fun, exciting and packed with useful &
complete information."

- Judy Scotland, Foster -Healey Real Estate Inc, Ocala, FL
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