21 Days
A Guide to Managing Home Remodels
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Introduction

In 1998, | was ready for a career change. | decdiddéelave the teaching profession
because | was frustrated by children who wouldehdve in the classroom, parents who
didn’t care, and ones who cared too much for tbem good, and a school administration
that spent most of its time pinching pennies. Amat tneant | wasn’'t making any money.
| had had enough of living paycheck-to-paychedkltlif | stayed in that career | would

never own my own home.

After some thought | decided to try my hand at kextimg houses. The problem was my
extensive education in undergraduate school artligta school left me with limited
skills in management and dealing with people, évsblutely no home remodeling or

renovation skills.

But despite my lack of remodeling skills, | tookoa for a small local company that
specialized in fix and flips, mostly of foreclosedmes. We had over a dozen employees,

not including all of the contractors, and we turioedr 100 houses every year.

| first met the owner of the company one afternaba jam session—I was also a
musician. A fellow musician, he had seen the wdnkd been doing on nights and
weekends for over a year on my own house. HeHaettlthad just the attention to detail

to manage the houses his company owned.



I'll never forget my first day on the job. The owrgave me a digital camera, a laptop
computer and the address of eight homes, all wBRimiles of the office.
My boss said, “Take before pictures, and get thesés fixed up to sell, then get after

pictures. And you have three weeks.Go.”

The business worked like this: Once the companydegdired a house, it became my
responsibility until it was sold. Paying specidkation to detail and planning and using
the age-old method of trial and error—for good miead also had to learn how to speak
Spanish—I fumbled through the first 100 or so hgu8it | was able to make everything

work as smoothly as possible.

| learned many of my skills from my father, whosasagreat carpenter. He built two
houses and several other buildings, many fromdtyall of which are still standing

today. The most important skill | learned from hias problem solving.

Unlike new construction, where every aspect ofjtlhes controlled, with certain
exceptions, remodeling often requires a much higegree of problem solving. You
never know what you might find behind a wall likaufty electrical work, bad plumbing,

or rotten or damaged framing.

This book recaps what | have learned from remodeliver 500 homes. I'll teach you
how to evaluate the big picture, what's importamd a/hat’s not, and how to effectively

manage the work. All based on examples and exparignthe marketplace.



After | quit my teaching job, | borrowed some moneayot a lot of money—from family
members and some skeptical friends, and | bougHirstyfixer-upper. At first | made
every mistake imaginable from A to Z. But many yeand several hundred homes later,
| feel confident enough to reveal the quickest ways can make money remodeling

houses.

In this book I'll tell you what I've learned from yrcostly mistakes, so you won't waste
time and money making the same mistakes. I've &ghelot about when you should do
the repairs yourself and when you should hire gssional. I've figured out which
repairs are necessary and which are strictly optidive even included worksheets,
timelines, and other forms that you can downloagi@aocan renovate each property with

confidence.

If you're a real estate investor who buys and fhpsises or someone who buys, holds,
and manages properties to build wealth, you mast tieis book. If you’re a homeowner
considering remodeling or you'd like to maximizeuy@rofit when you sell your home,
you, too, will find this book invaluable. This sival guide will steer you around
financing hazards, management pitfalls, and cotdraoadblocks, so you can complete

your projects quickly, efficiently, and inexpendive



Chapter 1: Making Every Dollar Count

We've all heard the adage, “Time is Money.” In resiate, especially, this is an
important idea to remember. Most real estate ivedielieve that every dollar spent is a
dollar out of their pockets. They fail to understahe importance of spending money
wisely. The fact is not spending enough money endmg too much money can

ultimately cost you BIG money.

That’'s why this book is vital to your success;utlmes management techniques to help
you maximize every dollar and every minute you spen your real estate projects. If
you follow my advice you won't spend money needieses remodeling projects, you'll

add value to your property..

One of the things I'll do is explain how to effaaly plan out every step of the remodel.
Planning is the most essential part of even thdlestgobs. And part of that planning is
figuring out how to choose the right contractor thoe right job. I'll let you in on proven
techniques to help you select and hire the begtactor for each job. My techniques will

also help you weed out those contractors who jostteneasure up.

K.I.S.S. Keep It Simple Stupid
This book will outline how to keep jobs moving fawd by keeping the jobs simple.
Routine house repair and management is a simpleepbrHence, the K.I.S.S. or Keep It

Simple, Stupid mantra. Because home repairs inv@wveany mundane tasks, you might



overlook the simple work. And that almost alwaysameyou’ll spend more time and

more money finishing those simple jobs to get thede ready to sell or rent.

Being Available

One of the single most important concepts in hoapair is that you, the manager, need
to be available. If a contractor working on a hohas a question, and he can’'t get an
immediate and definitive answer, you can be almasthundred percent sure it's going
to cost you more money. In this book, I'll give ymchniques you can use to manage

your project whether you’re on- or off-site so y@an keep it running smoothly.

This book is based on real project managementestoelated to the rehab of several
hundred single-family homes as well as the obsemat’'ve made dealing with
countless contractors of all types and skill levBi@sed on these experiences, I've

discovered several successful techniques to helpnamage remodeling jobs like a pro.

Reducing Variables for Maximum Success

One effective way to manage remodels is to redoe@timber of variables. To properly
manage your project you need to have everythingngmdl lined up and ready to go. That
means you need contractors with the proper toaletailed list of improvements, a
timeline, and back-up plans for every possible oune in the remodel. Back-up plans
might include an on-call painter, a second roafeig back-up supply house where you
can purchase that light fixture that your main digogloesn’t have in stock. Every time |

have a well-thought-out-plan for remodeling andiksap plans in place, | improve my



overall profit margin. With a well-thought out plaihe job always gets done faster, and

I'm less frantic.

Know the Contractor Market
Just like knowing the price of homes and the aweragnthly rents in your

neighborhood, it's important to fully understandhtractors, work scope, and prices.

To successfully manage and oversee renovationgdesand construction, you must
understand how much things cost so you can actyegemate the price of a job. It's
also important to know the minimum wage in youtes&nd the going rates for both
manual and skilled labor. Without this informatigou might underestimate the costs of
some tasks and overestimate others. Reachingistiealiddle ground will prevent you

from losing reliable contractors and spending taeimwhen you contract out a job.

Let's face it; it's hard to find qualified contracs. In some markets, builders and home
remodelers can'’t find anyone to show up. It's d that most laborers will work for the
person who pays them the most. So if you're offermnimum wage in an area where
others are offering salaries well above the mininwaage, you won't have a workforce
for long. It's also important to know and understane average contractor salary as well.
In the long run, hiring and keeping good contraxteill help you save time and money

on your projects.



In some of my houses, I've chosen to use localractdrs who are willing to travel to
jobs in remote areas or resort towns. Althoughdhthspend more money on travel
allowances, | know I'm hiring proven contractorsidaborers who do the work to my

specifications. It's usually less expensive to warth people you know and trust.

As an example, one house | had under contract lsathél clog in the main drain. The
home inspector for the buyer discovered the clayldrad three days to fix it. My
regular drain cleaning guy was out of town foreatst a week and couldn’t get to the
property. Do | wait for him or hire another compdhgt would certainly charge three
times as much? If | wait, | risk not closing theatlen a $200,000 home. And | incur

holding costs of roughly $500 for another ten days.

When evaluated in that light, | realized it wasagber for me to pay the higher cleaning
costs rather than delay the closing. Had | fulgpiected the house before putting it on the
market, | could have taken care of the drain idgmfere it became a potential deal-
breaker. That situation taught me that it's alwlgst to know what you're selling before

you sell.

The responsibility and due diligence of every bugdp have a qualified home inspector
inspect the home before he purchases it. Yearsadigo,the experience with that clogged
drain, | began to do my own in-house, pre-insp@stion properties. Doing so taught me

two valuable lessons; every home inspector is wnand every home inspector, no



matter what the condition of the housal] find something wrong with the house because

that is his job.

| once bought a house in foreclosure. The homengasconstruction, only six months
old, but never occupied. When | sold the housebthers wanted the never-used, seven-
month-old, furnace “cleaned and certified.” Of csirl had the work done to close the
deal, although it was completely unnecessary. UWmhately you have to put up with

those unreasonable inspections because they’rpaustf the real estate business.

Initially, | provided an inspection report for eydarouse | sold. | hired an independent
contractor to fill out a complete report similartte one I've included with this book. |
displayed the report and all the necessary catibas in a central location in the house
so potential buyers could review the file whileytiveere looking at the home. However,

that effort often proved futile because buyerd stjuested their own inspections.

| always recommend a buyer request his own inspecégardless of what the seller
claims. The problem, however, is that the buyerspectoralwaysfinds something

wrong with the house because he wants the buytbirtk he’s doing his job.

While | continue to do my own inspections, | cuthgisell my homes “as is.” If there’s
an issue during the buyer’s inspection, I'll pravithe necessary certifications or
document my repairs. This approach is more costtife and less time-consuming than

my previous strategies.



Why Buy Distressed Houses or Remodel Your Distressédome Before Trying to
Sell It?

Let’s face it, fixing up a house is not always eadether the house is bank-owned,
owner-occupied, a rental, or vacant, the moreelised a house is, the more leverage you
have to negotiate a better deal. Usually, buyergtaeant to deal with houses that need a

lot of work. Keep that in mind when you’re selliggur house.

Because I've carved out a niche in the marketftdoind buying distressed homes. In
fact, | look for them and take advantage of therggs/by purchasing those types homes.
If you know how to manage your project properlyuy@n make more money buying

and selling distressed houses.

Take for example a newer two-story home | recemblyght. The house had been through
foreclosure and the previous owners had abanddnBdfore the bank repossessed the
house and secured it, the power company shut efjéls and electricity. As a result, the
pipes in the house froze and burst, sending wiateugh the walls and ceilings and into
the bathrooms. That house was a complete dis&itets were visible everywhere and
fallen drywall covered the floors and the garageiciv was below one of the bathrooms.
It was a frightening sight, even for an experienpesject manager, but it could definitely

be repaired.

It was hard to tell how long the water had leaked the house, but it was long enough
that waterlogged drywall fell down just about inald sheets. It made the house a mess,

but it made the repair job much easier. Firsteholed up and removed everything that



had been soaked by the water. | had my plumbeirrrepery leak, first testing with
compressed air, then with water. He checked forsagnys of mold, and he had a mold
expert take air samples to confirm there were sods with mold. Only then did my
drywall contractor repair the missing drywall aedtture to match the rest of the house.
Finally, | painted the entire house, steam-cleahedtarpets, and put the house on the

market.

There were several other interested parties, g 0bthem wanted to deal with this
mess. | was able to buy the house at nearly $10m6bw market value, and | spent less
fixing it up than | did on a typical remodel. Theuse was newer and it didn’'t need the
typical carpet, tile, bath fixtures, landscape,daws, and doors. The only things it

needed were new drywall, plumbing repairs, paimd, @ thorough cleaning.

With good project management and a basic underisiguod repairs and how to use
contractors, repairs that seem difficult will beadsasy and increase your profit when

selling your house.

Less Risk = Less $; More $ = More Risk

There are always risks in every investment. If y@nt a guarantee, you can put your
money in an insured bank and get a two or threegpéreturn on your investment. The
general rule that | use in real estate is the ragpensive the investment the more risk

involved. Of course, with more risk, also comes evaward.
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In any market there’s always a value on housesgiherally based on what comparable
houses have sold for around the same time. Tloies easier in neighborhoods that
were developed by a single developer. For examled particular home sold for X
dollars one week, a similar house in the same beigtood will probably be on the

market at a very similar price the next week.

On the other hand, keep in mind that the companaddles (comps) or appraised value
can be very complicated and there is no simplerateuefinition of in the value of real
estate in a slow or difficult market. | have seeammsituations in a slow market, where

nothing is selling, making it impossible to accetatvalue real estate.

With that in mind here are two example flips, omghtrisk and one low.

High risk:

House on five acres, horse barn, less than ters ydady very good condition, sold new for
$625K. Comps are hard to find in this area. Not ynaouses, lots of open space, far
away from the city. House purchased in foreclosoré&425K. Even based on sold price
from ten years ago, had big potential. There weredther similar houses sold within
eight miles in similar price ranges. This housendidell quickly. It was on the market

for eighteen months before it finally sold for $#93 his seems like $70K profit until

you add the $5k a month holding cost. The potemittis example was big, but the

market didn’t cooperate. We lost money on this one.
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Here’s another example: In a nearby resort towsarably priced housing is very
difficult to find. However you can take advantadeluos situation. Starter condos, which
are the least expensive housing available in tba, ayo from $150,000-$250,000 for a
one- or two-bedroom condo. The price differendeaised solely on location and
condition. I've found that these units simply “selThey’re the cheapest out there.
Keep in mind that most buyers don’t like to remodéaybe they’ll paint an accent wall

or put up a few fancy blinds, but not the big st® there’s a market in remodeling.

In this area the price of an outdated condo is leguiree months holding cost plus one
and one half times retail. I've consistently bebledo make money in this market by
watching and waiting, putting in offers with my Itea, even without seeing the place.
How much can you spend on a six hundred squarectouto? OK, a lot if you want to,

but not to sell it for top dollar. We'll get intoverfixing later in the book.

So, take a $150K condo, paint, install carpet, itgazounters (cheap), some accent tile
and/or hardwood, new appliances; spend $7,000.hOnéred fifty thousand, plus $7,000
plus $3,000 holding costs and sell for $195K, yan clear a $20K-$25K profit every
time. And these places are selling. These are isky they'll provide a safer return on
your investment. Again none of this is guarantéetause any number of things could
happen including a turn in the market, a fire, \w#rea water leak that damages all three

condos.
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Chapter 2: Inspections

Although they are often intertwined, there are separate inspections involved with
buying and selling a house. The first is an aestlespection of the house, while the is

the structural/mechanical inspection.

The aesthetics inspection involves what you fiegt and notice when looking at a house?
Does it have enough bedrooms? Do you like the @dbar you like the tile in the
bathroom? Is the kitchen big enough for your nedds%e are the questions a typical
buyer asks. The structural/mechanical inspectimeisothe visible structural components
of the home from the foundation to the roof, ashaslthe mechanical systems in the
house. These mechanical systems include the el@csgistem, plumbing system, HVAC
(heating/ventilation and air conditioning) systeamsl appliances that usually remain with

the house.

When | look at a house, | like to see that it fiits criteria for what | think will sell in that
particular neighborhood. For example, does the éibase as many bedrooms as other
homes in the area? What about bathrooms? The atswerse questions influences
what | do aesthetically to fix up or remodel theib®. In a house with three bedrooms
and only one bathroom, | might decide to add asgdtath to increase its value. In
another house, | might paint the dark wood kitcbalpinets a bright color, while in

another house, | might tear those dark wood cabmet and replace them entirely with

13



more popular, brightly colored wood cabinets. Diieshome need carpeting or tile or
hardwood floors? What other necessities does thisdrequire? Do the furnace and air

conditioning work? Is the roof OK? Is there anyteatwood or other structural problem?

A buyer, especially one with an experienced realt@nt assurances that your home is as
good looking as other homes in the neighborhoatt,ttiey’re safe and in working order.
Being a good project manager will save you moneyénlong run. You might be able to
cut corners on items that won't affect the saléhefhome like painting the doors instead
of replacing them. But you shouldn’t bat an eye mviieu realize you have to replace

leaky plumbing or a bad furnace.

Inspector’s report
In addition to doing your own inspections, it's@lavaluable to obtain an independent
inspector’s report. The money you spend on a regaortsave you thousands on a

remodel.

Why are independent inspectors so important? Welhu're inexperienced or you've
been doing this for 30 years, there are certais yau have to sub out. Maybe the first
few times an investor buys a house, he’ll get fithe trash himself. I'll admit it can be
amusing and almost exciting . . . once. But aftat,tyou hire someone else to do it while
you drive around trying to find the next deal. Yaoune is too valuable to spend

wallowing in garbage.
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The same principle applies to home inspectors.,Siggour responsibility to inspect
your house and make decisions on paint, carpétsligiew counter tops in the kitchen,
etc. But it's equally important to hire a good iastor. He’'ll do the dirty work and
determine if there are any structural and mechaprcdlems with the house. And he’ll

have the necessary tools to do the job right.

A gualified inspector’s report will save you timedamoney. You can use it as a
reference guide to help you figure out the trug obs remodel. Remember that furnace
you thought was good? Remember what happened wheaojd the house two months
after you finished remodeling it? You had to spandadditional $2,500 replacing the
furnace because the buyer’s inspector said it bde tdone. Had you known there was a
problem with the furnace upfront you probably coléde found a better deal on a new
furnace, or you could have reallocated your budaed, cut back on some of the less

important items such as landscaping.

Take care when hiring your inspector
There are basically two types of inspectors, goutilzad, but they don't all fit into those
two distinct categories. Even though an insped@@&xpensive and has many

certifications, it doesn’'t mean he’s a good inspect

One of the types of inspectors you should avottiesinspector who doesn’t inspect all of
the mechanical systems of a house. These are liypioa “$100-all-the-time”

inspectors. You'll find them working in neighborhaswith low-priced houses. They
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pretty much spend as little time as possible ab é@atise. They check the light switches
and some outlets. They'll check the faucets forawiow, and some days you might
even catch a glimpse of them on the roof of a htlusgre inspecting. They might find
problems, but usually they don’t. And before yowwnt, they're already inspecting the

next house.

You should also stay away from the very thorouggh{end inspectors. These types of
inspectors will usually cost you considerably m@iéhough not always. | try to avoid
these detail-oriented inspectors because they ftam loreak the sale of a perfectly good

house to first time home buyers, or cost you araswnable amount of money.

| once used one of these inspectors on a house s&ling. After his inspection, he
presented me with two-pages of items that neededtetn. His report indicated that the
three front steps to the house were not quite feweit rotten mind you, just not level.
After reading the inspection report, the buyer’sr#gpersonally told me the three front
steps, which were still solid, HAD TO BE REPLACHecause they weren'’t level. The
agent said the buyer would accept a $3,000 crextty though the steps created a hazard

to their health because they weren't level.

Normally I just would have had my handyman fix thdmat the closing was in four days.

The buyer got his $3,000 credit, although it wésuad decision for me to make. Either

way, five years later, not to mention $3,000 richlee buyer is still using the same old
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stairs. These types of inspectors have cost meavéw the years. | try to avoid them

whenever possible.

And you should avoid at all costs, the inspectadns know just enough to get them in
trouble. These are under qualified, over-trainegp@ctors who have been taught not to

take any responsibility for anything at all.

Their reports read something like this: Signs ofeder leak somewhere in the house at
some point in the last fifteen years, recommendemsed plumber check plumbing and
certify; also recommend a licensed roofer checlk; rmso recommend licensed
electrician check front patio light. This is alway®urned out light bulb, we leave it on
for security 24/7, the bulb is burned out. Why de lmave to hire a licensed electrician

who'll charge $100 to change a light bulb?

Of course, when you're selling a house, you camiose the buyer’s inspector. But this
is just a guideline for the types of home inspectgirefer not to hire to do inspections

for me.

When | purchase a home and have it inspected,datxgertain things from my inspector.
| don’t want him to miss anything on the house, lalso expect a reasonable evaluation.
| want an inspector who'll go through the house prepare a thorough report on what
needs immediate attention, what will need attenitnaihe future, and what items aren’t

quite right, but don’t need to be repaired.

17



There are several different inspection report tergsl available in bookstores, libraries
and on the internet. All of them serve the saméclfaaction: They serve as a basic
outline or check list for examining all of the sttural, mechanical and functional

properties of a house.

| have included a basic list of items any good hamspector and perspective seller
should be aware of. I've also included a typicahswary of a home inspection. Since all
houses, from new construction to old houses, alehissues, it's important to evaluate
all aspects of a house, address the critical apditant ones, and discard the

unimportant items.

In the end it's up to the buyer to determine whatiportant when purchasing a home,
but be careful not to miss out on either buyingelling a house just because you don’t

want to deal with the unimportant issues.

Here’s a example of what | mean. You might be pasaig a house that has a leak in the
main water line or a furnace that emits a natuaal @der when it's running. These are
items a typical buyer might want to have addres@edthe other hand, I've seen deals
not close because the buyer wanted new window iseiieehe house because the old

ones were dirty, wanted the broken latch on a scdeer fixed.

In a buyer’'s market, a seller might want to addthsse little items just to sell a home.

But in a seller’s market, a seller might pass owff&r from a buyer who wants several
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little issues fixed in favor of a buyer who will fmhase the house “as is” and overlook
many easily correctable items like loose trim urtle dishwasher or a broken door

latch.

Remember on every home inspection, the inspeqgu’ss to try and evaluate every

visible and testable function of a home.

The key items that should included in an inspecén

Foundation: Are there visible cracks, signs of sinking, unewess, or expansion?
Plumbing: Is it to code? Are there any leaks in visible aash as under sinks, around
toilets? Are there any visible signs of leaks bdhralls and ceilings?

Roof: Is it in good condition; are there any visiblersigf leaks or damage?

Gutters: Are they necessary? If so, do they exist andhag tunctioning. Are they
rusted and/or missing downspouts or extensions?

Windows and Doors:What condition are they all in and do they alldtion properly?
Flooring: Is it all structurally sound?

Exterior: Siding and trim, what condition is it in? Are themey signs of prior damage
and is anything in need of repair?

Interior: Are the walls in good shape? Are there possilblesiral issues?

Heating and Cooling:Is the heating and/or cooling system in workingesrand within
the useful parameters of the unit. (Thirty-year4oichaces and hot water heaters that
function properly still may have reached the enthefr useful life expectancy.) If there

are fireplaces, have they been serviced and insg@ect
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Electrical: Does the house have a proper electrical servidesaime wiring safe? This is
extremely important in older home. Over the yealsgtrical has changed tremendously
and many older homes have original wiring, whicrewlbuilt was acceptable. But are
unsafe according to today’s standards and canpouseatial fire hazards. Does EVERY
outlet and switch function as it should?

Landscaping: Are there any drainage problems?

Appliances: Does every item installed in the house functiaopprly? This will
encompass not only the stove, oven, dishwashehaexvasd dryer, but other extras like
the central vacuum, intercom system, doorbellstdaedriveways, and anything attached
to the house.

Driveways and walkways:Are they in good condition or in need of repair?

The following is an example of an inspection report

1234 S. Maple Ave. Denver, Colorado 80213

(720) 123-4567

INSPECTION REPORT FOR: John A. Brown
Report Number: 01-01-A03 June 01, 2007
INSPECTION SITE: 5678 E. iUst.

Denver, Colorado 80226

| inspected the house at the above site on Mag@®17.
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Overview

The house is a tri-level house with a two car &étacgarage and a basement. The lower
part of the house is of masonry construction witiriek exterior. The upper part of the
house is of frame construction with mostly metdlrgy. The foundation, lower level

walls, basement walls, basement floor and garage ére poured concrete.

The upper level has a master bedroom with privatdathroom (shower, no bathtub)
two more bedrooms and another full bathroom. Thmhe&el has a living room, dining
room and a kitchen with breakfast area. The loeeellhas a family room with wood
burning fireplace, a laundry alcove and a powdenroThe basement has a recreation
room, a finished bedroom, a full bathroom and aagfe/utility room. The overall house

is in about the average condition of similar projst

Structural

The foundation is firm and the entire house isdtmally sound. There is no evidence of
expansive soil damage. Because of the age of tihgehthere should be no future
expansive soil activity. There is also no evideot@ater from the outside having

entered the basement or any other part of the house

Access to attic is in the breakfast area ceilingj iarthe upper hallway ceiling. The attic

has marginally adequate insulation.
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Roof
The roof has 3 layers of “T-lock” composition shiggy The top layer of shingles is
estimated to be approximately 10-15 years old. sfegles are in acceptable condition.

With normal maintenance, the roof should last tdeast 5-8 more years. Gutters and

down spouts are in good condition but contain leared dirt.

Exterior
Metal siding is in good condition. Siding and trpaint is in acceptable condition. Open
areas in siding joints and around the doors andlevwus have adequate caulking. Brick is

in good condition.

The front porch is in good condition. The walkwaastsettled but is in usable condition.
The rear fence is in good condition. The lawn, bbary and trees have been neglected

but should recover with reasonable care. The rato s in good condition.

There is an in-ground lawn sprinkler system thas wat checked.

Interior

Paint is newer and could be all right for some ti@arpeting in the basement is loose
and bunched but all carpeting is in good conditklnor coverings in the kitchen,

laundry room and bathroom are in acceptable camdiitchen cabinets and countertops
are in acceptable condition. Bathroom cabinetscanthtertops are in acceptable

condition.
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Heating and Cooling

Heating is by gas forced air. The furnace is lod#@tethe basement and is adequately
sized for this house. It is an older furnace betehare no natural gas leaks and no carbon
monoxide present in the heated air. However, itiegesn some time since the furnace was
cleaned and serviced. There is dirt, rust and catidouresidue in the furnace interior.
Also, the furnace vent pipe is separated on tap@furnace. The thermostat is on the

living room wall. The thermostat is in good conalitiand operates properly.

The family room fireplace, damper and flue areaodcondition

There is a through-the-wall air conditioner in tamily room. The air conditioner runs

but does not cool the air.

Plumbing

The plumbing could not be thoroughly checked beeais major leak inside the master
bathroom wall. The location of the leak could netdrecisely located but water leaked

down into the powder room, utility/storage room amo the garage.

It was noted that the main water shut off valve #redsprinkler system shut off valve are
located on the front basement bedroom closet Walinbing supply pipes are copper and
plumbing drainpipes are partly plastic and partigtdaron. The water heater is located in

the basement utility room next to the furnaces & 40-gallon, gas operated water heater
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that is estimated to be approximately 15 yearsThe. water heater leaks and the heated

water is excessively rusty.

Electrical

Electrical service is adequate for this house. T2t amp main circuit breaker panel is
located on the exterior rear wall. The panel igand condition. Wiring is copper. There
is 220 volt service for the clothes dryer and for kitchen range. There is also sufficient
electrical capacity for a central air conditionermay other normal household application.

The doorbell is in operating condition.

Smoke detectors test as working. A cover plateissimg from an electrical outlet in the

living room. Light fixtures are missing from thenidy room and dining room.

Doors and Windows

The front entrance door is in good condition. Téarpatio door is in good condition.
The overhead garage door and garage door openier gwed condition and operate
properly. The door from the garage to the inteisan good condition. The door to the

basement is missing.

Windows are double paned windows with metal frandésidows in the family room,
dining room, living room, master bedroom and sedoedroom have defective seals
allowing moisture to enter between their doublegsaiThese windows are still functional

but cannot be cleaned.
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Appliances

The fan in the range vent hood does not work. Tislevwehsher was not checked since the
water was turned off because of the water leak.gEnbage disposal operates properly.

There is no kitchen stove, refrigerator, clothesheas or clothes dryer.

SUMMARY OF ITEMS REQUIRING ATTENTION:

Water leak inside the master bathroom wall shoel@lbninated. The rest of the
plumbing and sprinkler system should then be thgihbuchecked. Any
problems/deficiencies identified during the plunthinspection should be addressed as
though they were included in this original report.

Gutters and down spouts should be cleaned.

Basement carpeting should be re-stretched.

Furnace should be cleaned and serviced by a liddémessting contractor. He should
certify that the furnace is in safe and proper afeg condition.

Vent pipe on top of the furnace should be replaced.

Family room air conditioner should be repairedaplaced.

Water heater should be replaced.

Missing cover plate should be replaced on the etattoutlet in the living room.
Light fixtures should be installed in the familyorm and dining room.

Door should be installed to the basement.
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Windowpanes with defective seals in the family roaiming room, living room, master
bedroom and second bedroom should be replaced.

Range vent hood should be repaired or replaced.

The above are the principal problems found thatlradeention and this completes the
report. Visible components only were inspected. Gonents hidden inside ceilings,

floors, walls and underground are not includechmihspection.

Investigations for mold, lead based paint, noxiesds and radon also are not part of
this inspection. These are specialty areas thainegarticular equipment and skills

available to experts in their fields.

The inspection is intended to provide you with imfiation as an input to the buying

decision. It is not a warranty or guarantee. Unetgukrepairs should always be

anticipated.

Original signed by Joe Inspector

Joseph Inspector

1234 S. Maple Ave.

Denver, Colorado 80213
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This is a copy of an actual inspection report flimouse. As an overview, let’s look at
the summary and pick apart how all of these ingpeatems could be used to the

advantage of the seller. Before you put a housth®market check these items carefully.

1.Water leak inside the master bathroom wall sh@@eliminated. The rest of the
plumbing and sprinkler system should then be thgihbuchecked. Any
problems/deficiencies identified during the plunginspection should be addressed as
though they were included in this original report.

Water leaks are common and usually simple to repigiver sell a house without a visual
inspection of all the visible water lines. Flushthe toilets, run the water in every sink
for at least five minutes, if you see any signteaking either from the valves or in the
drains. If an inspector cannot find anything wrohgwon't put it in the report. If a good
inspector sees something wrong, he’ll recommendbtiyer check everything out. If you

fix the problem first you won’t have to worry aboubat the buyer’s inspector will find.

2.Gutters and down spouts should be cleaned.

This is regular maintenance, clean the guttersrbefou list a house.

3.Basement carpeting should be re-stretched.

This is an item that would be covered in a typreahodel, in most cases this will not be
an issue because you will be replacing the canpibaring. However, there are certain
situations where good carpet simply needs to eneleé and re-stretched. In a remodel, if

applicable, this is a good cost-saving alternative.
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4.Furnace should be cleaned and serviced by adegineating contractor. He should
certify that the furnace is in safe and proper @terg condition.
When in doubt, ALWAYS have the heating and coobiygtem in a house cleaned and

certified before you list the house

5.Vent pipe on top of the furnace should be reglace
Your heating contractor should include this in$esvice, be sure to remind his of this

when you send him out to the house.

6.Family room air conditioner should be repairedreplaced.

Get rid of it. Rule of thumb, if it's not necessamd it doesn’t work, remove it.
Window air conditioners will not make or break gade of a home. Evaluate every item
like this in a home and ask yourself if it's ne@gs Remember that old under-the-
counter can opener, or the clock radio? If it ddesark, a good inspector will write it in

the inspection report and it may come up at thseictptable.

7.Water heater should be replaced.

Unfortunately, some things you can’t avoid. Busthill give you time to install a new

one for less than what a retail plumber will charge
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8.Missingcover plate should be replaced on the electricdletun the living room.
With proper management and qualified painters,hlisnever be an issue. Cover plates
are so inexpensive, that even in low-end homeg,gheuld all be replaced with new

covers.

9.Light fixtures should be installed in the famidpm and dining room.

Again, this is all part of a complete remodel.nbsaldn’t be an issue

10.Door should be installed to the basement.
This is a code/safety issue. Installing a dooasyeand relatively inexpensive. Do it
immediately if the buyer requests it. Otherwiseyateling on the layout of the house,

you may prefer to leave it off and wait until theuse is under contract.

11.Windowpanes with defective seals in the faroiyr, dining room, living room,
master bedroom anskcond bedroom should be replaced.

A window company should be one of the first companjou call when remolding a
house. At least have the cost of replacing the awslyour budget because buyers will

usually want them fixed.

12.Range vent hood should be repaired or replaced.

This is a standard $75 fix. It should be replacé@rvyou replace the outlet covers and

the lights in the house, unless it looks new andckea.o
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It's important to evaluate every inspection iterheTule of thumb is that during the
remodel you should fix any item in a house that gan address easily and cost
effectively, especially if it adds value to the BeuAs always, spending a little money

ahead of time on a few small details, can saveaylos of time and money at the closing.
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Chapter 3: Reference Guide: Getting It Done

In this section I'll walk you through a remodelagingle-family house that was

purchased specifically to be rehabbed and resolgrdit. You might want to copy and
customize the charts and lists in this chapteit thié needs of any single-family house.
The items that should be addressed will dependlmthver the property is to be sold in

the near future, will be sold in one to two yearstented immediately.

When you first look at a potential rehab projetdrtsfrom the outside. The following list
will explain what to look at and in what order. Whieviewing the list, it's important to
keep in mind that the buyers will have an expereniaspector go over the house as
well. Unless you're in a strong, appreciating markige items on the inspection list can

influence whether you sell the house.

Many experienced realtors will often offer a seevio “stage” a home. This is because
staging can help potential buyers imagine whatwséwvill look like with furniture and

the accessories in it. Sometimes, this is an adortest minute effort to cover up or
distract buyers from seeing flaws in a home. Inegah a buyer likes a clean presentable
home. If the remodel has been done properly antidhee appears to be new, you may
not need to stage it. However, | have found thatimmal staging can always make a home
show better. Be careful not to “over stage” a homies can not only distract potential

buyers, but can make the home appear smaller tlzatually is.
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If I don’t do any other work on a house I'm tryitmsell or rent, | make sure the paint on
the exterior is in great condition to ensure thé&doks as good as possible. | believe in
the philosophy that the best-looking house on thekowill sell or rent the quickest. So |
strive to make every one of my houses look greatt §bod planning and good

management skills, this is not only easy, but edfgetive, as well.

Think about this: If you have a house that needsmal work, such as paint and carpets,
you can sometimes get away with a little cleaning a little touch-up. You can choose
to have the carpets steam cleaned and touch up cioime paint. It takes just about the
same time to lay down new carpet and paint the evholise as it does to clean it and

touch up the paint..

For example, it may cost $1,562 to paint the emtiterior of a typical 1,250-square-foot
house and $1,875 to install new carpet, which empdsosting about $3,437. It will cost
you about $500 to touch-up the paint on some ofvdiés and $500 to steam clean the

carpets, or $1,000 total. The difference betweenlo is approximately $2,400.

When evaluating the selling or renting of a propeatways consider the holding cost. A
$200,000 house with a seven percent interest-oolygage will cost $1,333 a month,
add another $200 for taxes and insurance, and en®200 for utilities and your total
cost will be $1,733 per month. If you're a houspger and you're borrowing the money,
then the cost of the house will increase. So, if gave a 14% interest-only loan, your

house payment will jump to $2,733 per month.
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Example 1:

8% interest rate

$200,000 house value

8% interest rate

200,000 x 0.08 = $16,000 per year cost

Divided by 12 months = $1,333.33 per month

Example 2:

14% interest rate

$200,000 house value

14% interest rate

200,000 x 0.14 = $28,000 per year cost

Divided by 12 months = $2,333.33 per month

When you evaluate the cost of holding a house ermaonth, you'll find that it will cost
more than repainting and recarpeting the entire houb&can be $33Rssthan one
month of your average monthly house payment. Inynmaarkets where the typical
holding time is four to six months, spending ddithore on the basics will help your

house sell quickly and save you money.
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If I give myself six months to sell a house with 23 monthly holding costs, the total
holding cost would be $16,398. If | spend an e$2g00 to make the house look new
inside by installing new carpet and painting théisy&ll probably sell it faster than

doing a piece-meal carpet and paint job.

In my experience, homes in decent neighborhoodsttebe on the market for about six
months. On average, my rehabbed homes sold itHasfour months. | save two
months holding costs, $5,466, minus the $2,400 esgoef new paint and carpeting.

Therefore, | save at least $3,066 per house, whial$3,066 extra profit per house.

It's up to the individual project manager to decwdeat to do and how much to spend for
each house. It's important to consider cost-saidegs and how each idea will influence

the home’s price and ultimately its sale.

| often don’t know the right thing to do until 'v@ade a few wrong decisions. | had one
house for sale that was pretty expensive, over 000 It was a wonderful home, in a
good neighborhood and it had been expertly remddé#isat on the market for over six
months in a strong market. Everything else | hathermarket was going under contract

in less than two months.

Although there was a spectacular view of the manstirom the entire back of the

house, there was also a six-lane super highwayingratongside the back. Though the
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highway was not directly behind the house and thene a few hundred yards of open
space, the highway was noticeable and noisy. Thatmy problem.

One of the owners finally went out to the housede why it wasn't selling. Although the
house showed well, the owner decided that the grapanager did a terrible job. The
owner’s solution was to change the double pane evusdo triple pane windows. | spent
the extra $10,000 replacing the windows and kepptite the same. The house
remained on the market another six months befavastrented. It never sold. The only
way to sell such a house is to discount the sabe pfhe new $10,000 windows did not
affect the sale of the house at all. The morahi $tory is to be aware of each remodel

decision.

The following table is a guideline for inspectirgetaesthetics of a home. This
corresponds to the included bid worksheet. Tharauis an overview and a preliminary
guide to what I look at when I'm first evaluatingname for a remodel. Keep in mind that
this is mostly a visual inspection of what needsrdton so the house will sell for top
dollar. While remodeling, | always check and cgréfl the mechanical systems such as

plumbing and electrical to insure that | am sellingafe and sound house.
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Inspection Guideline

|. Outside
1. Curb appeal
a. Yard, landscaping, trees and shrubs
b. Driveway and walkway condition
c. All decks, stairs and landings
2. House condition
a. Paint, siding, trim, and colors
3. Roof and Gutters
a. Signs of damage

4. Windows and Doors

Il. Inside
1. Paint and trim condition
2. Flooring Type
a. Carpet
b. Tile
c. Hardwood
d. Other (vinyl, concrete, etc.)
3. Kitchen
a. Countertops
b. Cabinets

c. Appliances
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d. Flooring
e. Overall layout; is it functional?
4. Bathrooms
a. Shower/bath wall condition (usually tile)
b. Vanity/ toilet
c. Flooring
5. Lighting and electrical
a. Light fixtures
b. Electrical service and meter
c. Outlets and switches
6. HVAC and Plumbing
a. Heating (furnace) and cooling (A/C) systems

b. Exposed plumbing, galvanized, copper, PVC pipe.
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Chapter 4: Office Evaluation and Initial Walk Through

It will save you much time and gas to do your prafy work at your home office/desk.
When | see a potential house I'm looking at to dudg much of the paperwork before |
even walk through the house. I’'m not going to convbat types of homes you should
invest in; there are plenty of books on the mavkét much more detail on how to find
houses and what kind are good investments. | olyever, focus on how you can save

time and money in the process.

The fact is you will need to spend some money @rlpevery house you buy, even if it
is just to hire house cleaners to make it spafkbesave time, | work up an initial budget
before | even look at a house. | created a spreadsth various costs by analyzing my
previous remodeling budgets. This information is ¢hux of how | will eventually bid

out the houses for repairs.

My project manager has taken the time to put tagedh accurate spreadsheet to bid out
houses. The items on the sheet are all the comtaos iused in a typical remodel,
although their costs may vary. Because of supptiydamand, an area with a high cost of
living typically has higher material, labor costedehousing costs,. Conversely, an area

with a low cost of living has lower material, laband housing costs.
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Using the spreadsheet presented in this book, gnwceme up with set costs based on
your geographical location so you can properlydatthome remodeling jobs, even if

you don’t have any prior estimating experience.

Every bid will need to have a contingency fee tieén percent to cover unexpected
costs. | hope to never use it, and with carefyp@asions, | rarely do. However, | have

faced issues with a remodel that were either ovekdd or | never knew existed.

The most common and avoidable mistake is the tgpatistem. When in doubt, put the
cost of a new system in your bid. There’s nothirggse than to get a house under
contract and find out it needs $2,000 more heatiak done to complete the deal. And
you have to use that money you were saving fapadrMaui to cover it. When in doubt
it's important to be conservative, and assume yog'éd to spend more money than less
money. Optimistic investors and landlords who ubdkrepairs and maintenance, don’t

stay in business for long.

There are countless obstacles and repairs thall ppobably encounter in this business,
many of which are unforeseeable. Even the bestraved experienced investors run into

problems that are beyond their control.

One of the common problems | often run into is aldesome neighbor. | recently had a
house for sale in an average neighborhood thabbad vacant and abandoned by the

previous owners. Because it was vacant, the nestoleighbors started parking their
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work truck in front of my $300,000 house. | didansiderable amount of work on the
house to make it the best-looking place in the m@ghood. Unfortunately, the curb
appeal evaporated because the neighbors contimetgd their two work trucks in

front of the house.

| asked the neighbors numerous times not to paftoit of my house, and each time
they obliged. But every time | came back to shotbuse, the trucks were parked there
again. And the more | complained to the neighbitves more hostile and passive-
aggressive they became. They made it their migsiesabotage the sale of the home.
They greeted realtors and potential buyers as¢hee toward my front door, telling
them of the terrible issues related to the rehalblede, including broken pipes, water
leaks, and mold. None of this information was tiRather, it was just a fabricated story

from the neighbors to insure their extra parkingcgs remained undisturbed.

| finally sold the house, although | had to headigcount the price for someone to
overlook the neighbors’ nonsense. In addition eodiscounting the price, | ultimately
owned the house for an extra six months, which neaying the mortgage and heating
bills for that time period. To top it off, a liceed plumber and a licensed mold inspector
had to verify that, in fact, everything the neighbtold the buyers was fabricated. In this
instance, there was little | could do legally tareat the situation. I took the hit, paid the

price, and lost money on this deal.
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Another house | bought looked to be a very profgaleal. It was a bank-owned house.
The previous owners vanished for no obvious reasati. | did a fantastic remodeling
job on this house, even going a little overboardtohput in a quality kitchen including
solid surface countertops and stainless steelapds. The yard was extensively
landscaped and | even installed a sprinkler systme. afternoon, the painter called up
and said he was cleaning up his paintbrushes wieewater stopped. He was sure | had
simply forgotten to pay the water bill and askedewlh would get it taken care of so he

could finish the job.

| looked in the file and found that, surprisinglyis house was not on city water, but
rather, on well water. Not good. | found a well quany and sent them out to fix it. |
though it must have been the pump. The next daywtil company called us with the
report. The good news was there was no problemtivitipump; | saved $300 on that.
The bad news was the well had gone dry. | needddlt@a new deeper well. | weighed
out the difference in cost of drilling a new deeglivior $20,000, which the well
company said would probably work—although they wiottl guarantee it—versus
installing a new city tap for $40,000, which wastanteed to work. | chose the well,
which worked fine, but it cost me $20,000 | wagidnning to spend. | was also forced

to wait until all of the repairs were made befos®uld put it on the market.

The lesson here is that you need to be aware of gthur repairs before you even
consider buying a house. There are always issa¢svith come up with home repairs.

Having a good idea of all the potential problenst thay exist will help you avoid many
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common, costly errors. Only through careful plagnzan you be sure that every expense

on a remodel is viable and necessary, and willitably make you money.

Initial Walk Through

When you first walk through a house, you envisidratwou will be doing to the house.

Curb Appeal

The first impression a buyer or a renter gets lobase is the one that lasts. When you
first look at a house, anything that stands owtoiar mind will stand out in the buyers’
minds. Be aware of what you see and what looks gmoldvhat needs an upgrade or a
cleaning. As with every aspect of remodeling faxfpyit's crucial to consider the
comparable sales in the neighborhood. The progeafypearance from the street must be
equal to or better than the other houses on tketsfFhis is especially important in a soft

or declining market.

When there are more houses for sale than buyeiis fitist impression of the house is
what they will remember. Ask yourself, what's mmgior needs attention. Does the lawn
need irrigation? Is it important? Do the other hesusn the block have landscaping? Is
the yard the best or the worst yard in the neighdod? If your landscape is the worst on
the block, it probably needs some attention. Askryelf, what the house across the street

looks like. How well are the property, trees, lacafse and accouterments maintained? If
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all the houses in the entire neighborhood has bahgteen lawns, your house should

also have a great lawn if you want buyers and reriteshow interest.

What You See Is What You Get

Have you ever noticed that many builders will sperahey and time installing
landscaping, trees, shrubs, sod, and even expansgagion systems in the front yards
of homes? There’s a reason for this. Builders @ftkn spend extra money on the first
part of the home you see, the front yard, and afpeand little or nothing on the backyard.
They dismiss the lack of landscaping in the back gdus” or added benefit. They'll
often sell this home as “custom.” The builder atiges that he’s helping the buyer

customize the backyard to his individual specifmad.

The truth is the very last part of a home a bugeks at is the backyard. Once buyers get
to the backyard, they've already seen the fromt gthtry, the kitchen, bathrooms,
bedrooms, and family room, and they’re able to nakecision about purchasing it or
renting it. There are exceptions, including homéh Wwackyard views, homes on the
water, and homes with open space or parks adjaocdimém. Be aware of your situation
and what you can do economically to make your leaplisig just right for your home but

put it where it counts.

Builders will often “sell” buyers extra add-onsthreir new homes. That means these
homes may not come with grass in the backyardtieubuilders will offer grass as an

added service. This is how buyers can customize ltbenes and the builders can jack up
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the base price. This is the same tactic that newlealers employ. The base price of a car
may be $20,000, but if you want a CD player withiid3 hook-up, instead of the stock
AM/ FM radio, it may cost you up to $1,500 moretba purchase price. Is the radio
actually worth $1,500? Absolutely not, but peoplawd rather not deal with installing a

comparable $150 radio from a local audio store.

Builders will install backyards, and several otadd-on items, but for a fee. I've worked
with new homebuyers in the past and found thatglpi it was at least 50% less
expensive to add the upgrades after buying the hivimédookkeeper bought a new
home and found it more economical to tear out & carpeting in her home, recycle it
for no cash back, and install hardwood floors. Etrerugh she paid for the carpeting and
essentially discarded it, she still saved aboud®@2yersus having the builder install the

hardwood floors.

A good project manager must understand and makeaeetliguesses about what the
average buyers want. It might only cost $800 moriastall hardwood flooring rather
than the carpeting during a remodel on a houseyibaokkeeper’s neighborhood, but
the return would be $2,500, and the desirability salability would increase. The same

holds for every aspect of a competent remodel rfofitp

Take note of the climate in the area where thegngps located. If it rarely rains and the
lawn needs watering regularly, consider your oifor adding a sprinkler system.

Hiring a local installer, or one who works on thaes for this type of small is more cost
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effective than hiring a large firm. But you shoulsk larger companies for big jobs that
require three or more workers. If you can consisfegive mom-and-pop contractors
some part-time work, they’ll give you a better prand they’ll do a good job because

they must rely on you to give them additional wddwn the road.

Large companies that do bigger jobs will eventuidhget about the occasional job you
have for them to work on a small repair or a simi@en cutting. Your yard will soon
either turn brown or may become over-watered aretgrown with weeds because the

large company won't give its full attention to yamall jobs.

| once had a house with over $20,000 of landscafihg irrigation system ran three
times a day on a yard that was over 1/3 of an &mee the large company’s completely
installed the system, | forgot about the yard foee weeks. Only when a neighbor called
the number on my “For Sale” sign in front, compiagmof some weeds in the yard, did |
find the weeds and the lawn had grown to overeset fall. And it was only then that |
realized no one was tending to the yard. It casgnhall fortune to manicure the lawn so it

looked like new.

Don’t neglect you houses. Monitor your vacant heuseekly. Small independent
contractors will usually take responsibility foethwork. And typically, only the smaller
companies that want more work will monitor theirisgler systems once they're

installed. In addition, their prices tend to be éwLarger landscape companies prefer to
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move on to the next large job, or they'll serviaaiylawn for a high price, which is not

what you want.

I've never had any luck paying other on-site cactes to water the lawn everyday for
twenty minutes, even though they were already wgrkin site. A contractor’s job is to
work on the house, not water the lawn. If you expleem to, you'll probably be
disappointed. And you’ll end up spending more amlanaintenance and irrigation when
you sell or rent your house. Also, don’t expecteesnin below average neighborhoods or
college students to take care of the lawn; they'inather. My solution is to hire a lawn
service or a local kid for weekly lawn service andintenance. The results will be much
more cost-effective, and it’s far likelier to berdoproperly. On the other hand, always
take advantage of your workers to do the thingsttiey understand and can be

compensated for.

It's critical to remove any dead or diseased tfe@® your properties. Prune any dead
wood or weakened branches from trees, as theseapbseat to renters. In addition, most
buyers will probably ask that you remove such itéefre closing. Most buyers’
inspectors will ask that any trees or limbs tougharhouse or roof be trimmed to at least

twelve inches from the building.

Removing or pruning very tall trees, trees neargraimes, or trees that pose the threat of
breaking and damaging your building or a neighlgpproperty are jobs for professional

arborists. In other cases, a contractor’s helpear Ineaable to do some of the easier, yet
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more time-consuming tasks. Pulling out shrubs ariting in mulch, while painstaking
and time-consuming, does not take much skill. Tadkeantage of your on-site workers,
and their assistants to consolidate jobs. If yotelgood workers, they’ll be happy to

make a little more money, and you’ll save monetheprocess.

Driveways, walkways, and sidewalks deteriorate ¢wvee. The concrete cracks and
often heaves in colder climates where freezingthading occurs. Take advantage of
companies that can repair and fix damaged conaretgaved driveways. As with many
home repairs, if it looks like new, it will selkie new. I've had great success repairing
expansion damage through a process called “muadhgékvhich pumps concrete

through a tube below the concrete to lift it upte@fa driveway or sidewalk with
unleveled concrete slabs can be mudjacked andtadjbg a skilled contractor who can
make it level again. And it will only cost you a#ftion of what it would cost to tear out
and replace the concrete surface. When inquiringitatmudjacking, get references for
different contactors. The quality and skill forgharies considerably; therefore, the more

difficult jobs will require a more skilled company.

Dwelling, House Structure
Is the house straight? Are there any obvious strattssues? Although only a structural
engineer can verify the integrity of a house, tteeeseveral “red flag” issues you should

recognize.
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So you should use examine the structural integifity house in the following order,:
1. Age of the house

2. The lines of the house

3. Visible signs of damage

4. Visible signs of repairs

The age of a house is the first indicator of strcadtproblems. Usually, new homes have
less structural issues than older homes, althduighg not always the case. But it’s fair

to say that the older the house, the more likely id have structural issues.

The structure and lines of the house (are the sifitee house are parallel? Are the
angles are correct?) can be identified by simpbballing the house/ A visual inspection
is the easiest way to check the structural integriita house. While looking at the house,
determine whether the house looks straight. Ofiketer homes are not especially
straight. You can use the roofline to determire lfouse is level, which means it’s still
standing as it was built. Look to see that allrigbt or ninety-degree angles in a house
look correct. Many older houses (sixty years amglexperience some shifting and

movement, so use your judgment when looking attlodder homes.

A house that is not straight has two problems tlead further attention. The first is that
if the house is not plumb or looks funny, potentialers will also see this as undesirable.
Second, if there are structural problems that ymose to address, you will need

documentation from a structural engineer.
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Most repaired structural damage will reveal teditsigns of the repairs, which are
typically hidden in basements, crawlspaces, ancsatConversely, other structural
problems will be apparent with the naked eye. Whbeking through a house, be sure to
have a flashlight and get into the dark areas.ifSbere’s anything that looks different or
“not right.” It's easy to identify broken or splieams or rafters in an attic that support the
roof. But it's not as easy to identify loosenedjsiwhere the nails are showing in crawl
spaces and behind exposed walls. Look for crackasement walls. Much of this is
present in most every house, but look for the rmegere damage. If you're unsure,

always consult a structural engineer.

While looking for problem areas that were previgusipaired, keep an eye out for any
major repairs. There really isn’t anything thatldoconcern you about major structural
repairs. In fact, this is more desirable than & $itructural damage had not been repaired.
Look for signs of new or replaced beams and raftsistered” in pieces, such as when
you fasten a 2x4 to an existing piece of brokendvimostrengthen it. Look for anything
that doesn’t appear to be original. If you have eoiycerns at all, consult your structural

engineer.

Your Structural Engineer

It's important to have a structural engineer yon trast to resolve your structural issues.
There are several large companies who can prepage multi-page, costly reports. I've
used these services of these companies and padhsdwusand dollars for their reports.

There are some instances including with high-engas, houses built near or over
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water, or houses built on steep grades where thdsasive and overly technical reports
are required, but typically not necessary. Aftéraabuyer want to know the house is safe
and not going to fall down. He doesn’t want a léygtechnical, thirty-page report with

possible theories on what could happen to the hibtise world ended.

Therefore, it's a good idea to find a local struatiengineer who can write a less
expensive, technical report. | have a fantasticagtstructural engineer who does all of
my work. He used to build rocket launch pads anlisiretirement he enjoys looking at
houses. He'll visually inspect a home, write a repand give the report his stamp of

certified approval for less than $200, which is Wayers want.

If my structural engineer does find a problem & bancerns, | simply fix the problem.
When the necessary repairs are complete, he redtssfhe house, writes his report, and
moves on to the next project. End of story. This hever been a problem and | know the

report represents a guarantee for both the buyersne, the seller.

My home repair philosophy is that all repairs slidog done in direct correlation to the
value of the house . I've seen countless customelspmcluding one, entry-level home |
bought in an average neighborhood that even indladeater feature. More specifically,
the previous homeowner installed a pond and a vaditer the living room. It may sound
fantastic; except it was a two-bedroom house aaedwiter feature took up a third of the
house. As | mentioned, | prefer to remodel homes fisshion suitable to the value of the

home. This home did not have custom cabinetry,-bigth appliances, triple pane
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windows, custom tile, or granite countertops. Tfaes when | removed the pond, | did
not simply tear it out and cover it with carpetstead, | made sure the house kept the

structural integrity suitable for its value.

If you're in the business of buying and sellingoorlying and renting, know your product.
Be aware of cutting corners, because if you stl#ty product, it will come back to get

you in the end.

Roof

The second most common inspection request fromrbuyea roof certification. Buyers
want to know if the roof is in good shape. Therefadhey want a guarantee from the
seller that the roof isn’t leaking and it won’'t cauany problems. Remember, a faulty
roof can’t be compared to a dead shrub, a cradkiesvalk, or weathered paint. If there
is problem or a leak, it can and usually will caegs&ensive damage, and end up costing
guite a bit of money to repair. You have to be anarthis. I've found that it's important
to have a qualified and licensed roofer you trustkimg for you—someone you can call

when you need him.

Why do you want a licensed roofer? Even though fwar@sh and side contractors can do
competent repairs, only a licensed roofer can gotea written guarantee that the roof is
certified. The only time using an assistant or mdyaan can save you money is when
you're installing an entirely new roof. Otherwisghen you hire a non-licensed roofer,

you’ll also have to pay for a roofing company termoout and certify your roof.
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| find it's typically more cost-effective to usesaall, local company for ALL my
roofing work because | can provide them with neadgtinual work. Therefore, it's in

the owner’s best interest to do his best work ferahhis best prices.

| found my roofer during the sale of one of my hesiDuring the fix-up period, my on-
site manager thought the roof could be certifiedfifge years, but upon closer
examination, he realized it had some damaged #8nBlecause the buyer’'s home
inspector requested a roofing certification from in&alled two of my regular roofing
companies, who said the roof needed to be repfacedound $3,500, although they
never examined it. So my project manager callddrd,tsmaller roofing company that
had completed work for us in the past. After a juall, the owner went up on the roof
and said he could do the job and competently gdtié roof for five years for a
whopping $350. | saved $3,150 by making one adtiliphone call. | also found a

roofing company | still use today.

In this business, it's important to understand thadry company works differently. Every
contractor charges different prices for each speb. For the small company, the final
costs may vary depending on when the owner’s daughdchool tuition is due, when his
rent is due, or even when his cell phone bill is.dlake advantage of these opportunities
to establish strong relationships with your cortwess You can help one another out and

build lasting working relationships that will bertedach of you.
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You also need to make sure you know the differgmes of roofing material and what is
required by code in your community. I've never exgaced a buyer whose decision to
buy a home was even remotely based on the typsobbr color of the shingles. If 'm
selling a house that needs a new roof | autométisat up a time for my roofer to
inspect it to see if he’'ll certify it. If he carcertify it, then he’ll give us a bid. Because
I've used his services for a number of years, lensthnd his pricing schedule, which

allows me to properly estimate the costs to instalhew roof for a house of that size.

My roofer will always bid out the entire job, anoihsetimes he’ll itemize different
portions of the job. In my area, the code for roges by township. Some townships
allow you install a new roof over one existing lgyehile others will allow a new roof to
be installed over two existing old roofs. And otk@wnships require that you tear off
everything down to the bare wood or felt (what goedefore any roofing material)

before you install a new roof.

At this point, the decision-making process takee@! The labor involved in installing a
new roof can sometimes be as costly as the newitssdf. Therefore, | evaluate the
minimum effort needed to repair the roof. If a tgdiroof installation job costs $1,800 on
a particular house, the final bid, including thiedaof removing two existing roofs would
be approximately $3,800. But you should also chweithk your city or town to determine

what the code is for installing a new roof.
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Although there’s no science behind the math, is tlaise you could still save money if
you only had to remove one layer of the old roaft binly will you save money on labor,
you’ll also save money on a trash container forekiea waste material. But you won't
save a dime if your roofers aren’t diligent wheaytlhemove the old roof. You need to

ensure that they really are only removing what'saseary.

Keep in mind that the life expectancy of a thirgay roof is reduced by half when it's
installed over an existing roof. The idea of ovgrg the roof is a great, money-saving
idea for people who are selling. However, if yoarpto live in the house or use it as a
long-term rental, you might consider spending tkieeemoney and removing the existing

roof(s) to ensure a quality and long-lasting rddfe decision is up to you.

Gutters
It's vital to understand the importance of gutiergour area. Although there are some
parts of the country where gutters aren’t needeztetare many geographical areas where

gutters serve an important structural role in titegrity of the house and foundation.

Gutters do more than keep the water from pouringndon your head when you enter
your house. They keep water from pooling in unwdrsteeas and from leaking into the
foundation around the home. Gutters can also prdteaexterior of your home and keep

the wood and siding from rotting, which would ewealty become a structural nightmare.

54



More than once, I've seen cracked, broken, or dugtdters and downspouts destroy a

house or its foundation. If that happens, you'ka¢o repair the damage immediately.

One house | bought had a detached downspout thptystcame undone.” It didn’t look
like a big deal until | put a level on the kitchiwoor that revealed that the sodium
bentonite soil, which expands when wet, had raikedackside of the house by more
than five inches. The entire house sloped notigei@iovard the front. The house was only

six years old; therefore, the builder's warrantye@d the claim for the repairs.

Although | didn’t have to pay for the repairs, wiwere over $90,000, the process was
long and tedious. | had to spend a significant amhofitime overseeing the repairs and it
ended up costing me money that the insurance companldn’t cover. The insurance
company also didn’t make it easy to fulfill the veg@ments of the claim. From start to
finish, it took more than eleven months to comptagenecessary repairs. During that
time as well as the months before and after thenglehad to make the eighteen
mortgage payments on the $350,000 property that’tyaoducing income.

Unfortunately, there was nothing | could do to apathe situation.

Take inventory of your properties, both those fdesand those for rent. In addition,
inspect your properties regularly and do everythyjiog can to maintain them. It's a small
price to pay for the possible costs of negligefEnters typically won’t maintain your

house, and potential buyers may inadvertently danyagr house.
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There are several, buyers and realtors who havpétiéme by turning off the heat in
various houses to try to save me money on my erahgyhis is unfortunate when the
outside temperature is eighteen degrees Fahreaaieeihe plumbing is exposed to
freezing temperatures. Fortunately, | routinelypet my rental and vacant homes,
especially when a dangerous storm or deep fredpeasast, to make sure the heat is on

so the pipes won't burst. | have never had pipestbo any of my houses.

Exterior

What is the condition of the siding and trim? Hag siding become detached from the

walls? How is the trim around windows and doorsi? igtten or damaged? Is there any
missing or peeling paint? For short term salesyelbas for rental proprieties, you have
to repair these items if there’s a problem. HowgeWé¢here is a problem in a house, you

need to find the cause of the problem before yoardorepairs.

If the siding is fabricated like vinyl or aluminurne sure it is completely intact. Look for
any signs of detachment, missing pieces, and looseTypically, this type of damage is

not a cause for concern and all you need to defasten or replace it.

However, it's important to check the siding carBfubometimes damaged siding may be
caused by a more serious problem that’'s hiddendbertiee surface. If there is damaged
or rotten wood, it not only needs to be repaired,fiost the cause of the damage must be

identified and repaired. | have had several homaswere only cosmetically repaired.
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Unfortunately, the problems persisted until | detiered and corrected the underlying

cause.

Typically what I'm talking about is water damaget khis idea is true regarding every
aspect of a house. Take, for example, a door thedrdt close and latch properly. A
simple fix is to move the strike plate in the deasing so the latch fits and the door
locks. This is a simple quick fix, but it's onlyetating the problem, not the underlying
cause. For example, the door may have a loose thagdas caused the door to sag. If
you just repair the hinge, you won't be addressirggfact that the door sags and you'll

probably have to make more expensive repairs ifutuee.

If there is, indeed, a problem in a house, you riedohd the cause before you address
the problem. If you don't, you'll always pay mow the repair because you'll end up

fixing it twice.

If you're looking to buy a brick home, there arteev major concerns you need to be
aware of. Even though brick houses are beauttiely tould have cracks, which make
them structurally unsound. Cracks are common ihaihes, but they are most obvious is
stucco and brick homes. This is because small srimck wood frame home can be
hidden by the trim and even more visible crackstlmahidden with Spackle, caulking
and paint. This is a common fix and consideredaeptable repair. But cracks in stucco

and brick homes are a bit more difficult to repair.
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As in wood frame homes, cracks in brick and stdzmmes are usually not a major
problem and while you shouldn’t be too concerneab&lthem, you must addressed them.
If you don’t fix them, you run the risk of moistueatering the house and causing
damage. Moisture can cause mold and rot and, decalimates; moisture can freeze

causing the bricks or stucco to expand.

There are many reasons that homes have structackls; including poor drainage, a bad
gutter, or final grades that slope toward a hoa#iger than away from the house.
Sometimes, just the ground and soil conditions teagtructural cracks. If the underlying
cause is correctable, by all means, correct itifRudirt around a house so water flows

away from a home rather than toward it is an easlyi@expensive fix.

You have to hire qualified contractor who is skdli@ tuck-pointing to fill in all the
cracks in the brick with mortar to reestablish sheictural integrity of the house. After
they’re properly repaired, the cracks in brick atucco homes can be cosmetically
dressed up in a few ways:

1. Good tuck-pointing, if done cleanly and neatign preserve the original aesthetics of
the house;

2. Painting the brick by covering all the brick andrtar with a consistent finish;

3. Installing siding or stucco over the brick tdéiany blemishes, while keeping the

home structurally sound.
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Of the three options, | prefer the first. | haveeacellent tuck-pointer who is
experienced, does clean work, and can match mootars very well. It took us several
years to find a cosmetically competent contractioo woes excellent tuck-pointing. | pay
twice as much for him as | would for a less expereal, but it's worth it because he does

a first-rate job.

I've also found that brick homes sell more eadiigrt stucco or homes with siding. So it
was easy to justify paying a tuck-pointer doubleduese it was still more economical
than paying the less experienced contractor t@ephint the entire house or install and

paint siding.

A good project manager might be able to combinsdhechniques to save money. For
example, it might be a good idea to tuck-pointftbat of the house and paint the less
visible areas of the house where the aestheticsadras important. In addition, if you
can’t find a good tuck-pointer and you decide rapgiand painting your house is a
better option, be aware of which brick homes yooose to paint. Brick never needs
painting. However, once you paint a brick houseylyoeed to repaint it on a regular

basis.

Keep in mind that rental properties may only neddisstructural repairs, which don’t

have to be as pretty as if you were selling younéolf your masonry repairs are for a

rental or long-term hold, a more economical optight just be to do the inexpensive,
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messy structural repairs, and address the aesthater. In this case, you can defer the

cost of repairs and painting until you decide tibtbe house

When you're looking at houses to buy, be awardadrabrick and stucco houses with
these types of repairs. I've seen many brick andcst homes on the market with
substandard repairs. Most deeply discounted homes $ignificant structural or exterior
issues that need attention. Sometimes you get lagkyfind that this isn’'t true for some

homes.

For example, one house | examined was priced plstAomarket value. The interior and
exterior showed no signs of damage and the houksét deem to need any major repairs.
During a routine walk-through, my project manageasvexamining one of the walls of a
two-story house and noticed some loose siding.praeious owners had chosen to
install wood siding over the brick. As | statedlesy this is not uncommon. However,
the wood siding was fastened through the extefithebrick into the interior walls and
studs. The mortar between the bricks had crumialed the siding was the only thing

holding up that side of the house.

Stay away from structural nightmares like this asd extreme caution if you choose to

buy such a home. If the seller covers up strucigsales of any kind, there’s no telling

what other problems you might find when you remasgh a house.
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Wood siding is usually easy to repair and paintt&e houses require scraping and
priming, which might take a little more work, bubst competent painters can handle the
job. They can also repair and replace bad or ratt@od. It's amazing what caulking and

a good coat of paint can do for a distressed-laphkiuse.

If you find a house that does have issues withdradtten wood, be sure to evaluate it
thoroughly. Issues with water leaks, either frobvad roof or gutters, are the most

common cause of siding damage. Be sure to address issues first.

| once had a house with some roof issues—partswdne missing. Because of a
shortened timeline, | started working on the irdeaf the house the day | closed on the
property. | was waiting for permits to replace thef, so | began work on the interior. |
temporarily tried to remedy the leaky roof, but nompletely enough. On Sunday
morning, two days into the job, my project managiepped by to inspect the property

and found four inches of snow on the newly pourmatceete floor in the kitchen.

Although this was not a major setback, replacirggrtiof became a priority. Be aware of
how quickly you start on a job and the order inathjiobs should be completed. Often
trying to save time by doing jobs out of order wiist more time and money in the long
run. Consider that almost always, deferred maimeaavill cost considerably more in

the long run than if you keep with repairs on proye
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Exterior

Paint

Purple and orange houses may look “cute,” but thetgnd out and keep a house from
selling or renting. Therefore, make sure the cofoyour is neutral. Neutral colors appeal
to the majority of buyers. And my goal is for myuse to appeal to the most people as

possible.

Windows and Doors

Examine windows and doors on the inside and outklad every window. Look for
broken panes, broken seals (they’ll have water siepmr fog between the panes) and
make sure that they all open AND lock. Any deficies will come up at inspection.
Screens are optional. In homes where the buyeldikely use air-conditioning rather
than open windows, you can probably get away witlsoteens. By comparison, renters
almost always want screens. If the screens arangiss your rental properties, get your

window guy to measure and install new screens.

Check the doors. How do the doors look and funétibo the locks work? Are the keys

available? Do the doors need to be replaced oppisted?
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Interior

Flooring
Start with the flooring basics. What are the floorade of? What condition are the floors
in? Do they need repairs? Does the flooring neplhceng? Are the carpeting, tile, or

hardwood floors dated or worn, or do they just neaue cleaning?

There are only a few economical choices for flomishes, including carpeting, tile,

vinyl, hardwood, and laminate. Carpet is absolutieé/best floor covering you can put in
a house to hide all the flaws. Carpeting can hagairs and blemishes, and it can be laid
over just about any surface. Carpeting can aldasialled in porches and garages to

quickly convert them into nonconforming living spac

I've seen carpeting installed in bathrooms of miildollar homes, and even in a pinch,
in kitchens of low-end homes. Why? Because it'saphguick and easy to install. Keep
in mind that not all carpeting is created equal aotdall carpet installers are equally

skilled.

Over the years I've tried all types of approacloesarpet installation. I've used big fancy
companies, small companies, and I've even hirednstgllers to install carpeting |
purchased myself. When doing home repairs, it'sortgmt to have contractors who can
work with a fluid schedule. Trust me, no matter wihay tell you, contractors rarely
complete a job when they say they will. Insteady'ydear excuses like “my car is

broken down,” or “my wife is having a baby,: or étstore was out of paint,” or “the
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installer has a court date for nonpayment of childport.” There are always excuses.
The problem is the larger companies just can’t vaodund your schedule. Time and
time again, larger companies end up delaying cangédllation for a week because they
couldn’t get into the house on the scheduled dagmn ¢hough you set the date two weeks

earlier.

If you hire your own installer because you wansaoe money, there are other issues. It
doesn’t take much time to buy the materials, pieat up and store them in your garage
or storage unit. But there are some things you bad® if you go this route including::
Measuring the needed materials at the job site.

Placing the order.

Paying for the order (this can be consolidatedredit card if the project manager has
that authority).

Picking up, or meeting for delivery at some storfagdity (space is paid for by you).
Checking to see the carpeting is installed properly

Verifying and securing any leftover material ss ot missing, accidentally thrown out,
or stolen.

Taking responsibility for any mistakes your instalinakes, and of course paying for

them.

However, the time it takes to manage all of thestofrs, in addition to the inevitable
screw-ups, does not come close to justifying ddirygurself. Take it from me, you will

end up pulling your hair out.
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The most cost-effective and efficient means toaithstirpet is to find a local, small
company with one to three installers. If you worikhathem regularly, they can and will
give you a competitive rate. Once you have earaetl ether’s trust and you can agree
on work schedules, a small business owner will\doyghing he can to make the jobs go
quickly and easily. He wants your business andngrd his expertise. The more you pay

for not doing it yourself is a small price to pay the hassle of the job.

I've done over six hundred jobs with my local sneatpeting company. My carpeting
contractor likes me because when the retail busirseslow, he can usually count on me

to give him a small job that keeps his installarsyband helps him pay his utility bill.

Consequently, | get top-notch service. | had onesbdhat was located in the mountains.
None of my contractors wanted to travel to thisegariocation, but they did. At the final
walk-through, my project manager noticed a halfleiof paint on the carpeting exactly
the size of a five-gallon paint lid. The cresceasvetched into the carpet ever so

perfectly; it looked like it had been painted bsnaster.

However, it was anything but a masterpiece. It dithke long to realize that the painters
dropped the paint lid in the middle of the livirgpm right on the new carpet. They
realized this after the fact and cut the dried @/igibss paint out of the rug with a razor.
The fix was horrible and the painter reluctantlyngitied his mistake and agreed to have
the carpet repaired. With one simple call to mypeacompany, the carpeting was

repaired the next morning free of charge. Evehefe had been a fee, that type of service
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is invaluable to you and your business? No monetalye can be put on reliable
companies, contractors, and workers. Thereforg @ssential to cultivate your contractor

relationships.

Tile
Tile installers are a breed of their own. Thereteu@ inherent problems with good tile
installers: they demand high prices and get therd;they tend to be booked so far in

advance they can’t accommodate your tight timeframe

The best thing a project manager can do is findadity installer who’ll work with you

on price and timeframe. In my years of experietige,found this to be nearly
impossible. The problem was | didn’t have enoughscgient work for the tile setters to
keep them on-site. In addition, they charged toahrto allow me to make a profit on the

job.

For a long time, | let my flooring company instiav cost vinyl flooring. | used vinyl
flooring for all of my entry-level homes and savbd expensive tile for the high-end
homes. This was a workable alternative becausepit the expenses low enough for my

budget. In addition, vinyl is somewhat common itrgitevel homes.

Adhering to this philosophy, | hired a new pairgwy who were particularly ambitious.
After a few months, the guys asked if they couldknan additional repairs that the

handyman was doing like updating light fixturestalling baseboard trim, and changing
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doors. It wasn't long before the crew wanted teeden more. Many of the repairs were
simple. And since | was paying them a set priceppese, they could make a lot more
money doing other repairs than if they were jushgahe painting. As a result, my
project manager began teaching the crew other singphodeling skills, like installing
new cabinets and countertops in the kitchens andphembing fixtures in the kitchens

and baths.

The next step was to let my eager painters stdmgdile. By this time, | had already
been using other novice tile setters who neededtantsupervision and daily phone
calls to get them to even show up for the job. élitph they were novices, their work was
acceptable and their prices were reasonable, butktthem too much time to complete

their tasks.

Meanwhile, my project manager loaned the paint drismwvet saw for cutting tile and
gave them a quick lesson on how to set tile. Theyadew jobs and some of them came
out fine. Once they got the hang of it, they wdneg everything including kitchens,

baths, and tub surrounds. And all without my suiseya.

In fact, one house | bought had a very tight budigggcided to only paint the interior
and then list the house for sale. Due to some mismanication, the workers painted half
of the house and tiled the kitchen, dining roond bathroom floors. My project manager
chose to split the cost with the crew. Because bainefit from their mistakes, | paid

them for the materials and half of their time.
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| was fortunate to find work crews who wanted takvand learn how to do many of the
minor repairs | needed done, with limited supeonsiAs you will see, these types of
crews rapidly became the backbone of my compangy Tould do almost seventy
percent of the unskilled and semi-skilled labomonhouses at a reasonably competent

level. This freed up my time to find more deals.

Hardwood

In all of my houses with hardwood, | typically saawadd refinish the floors with two coats
of finish unless they were too damaged to rep@lhy? | found it cheaper to refinish
hardwood than install carpeting. But because la@ently seen an increase in the prices
for some types of hardwood, this isn’'t always theecanymore. The difference in prices
is in the quality of the wood. However, | still tiki refinishing hardwood floors adds

more value.

| found it useful to use two different hardwooddimng companies. This is helpful for
two reasons: First, if one company is busy or bdakg | can usually hire the other
company. Second, because one of my companies sshigieer quality work than the
other and charges higher prices, | choose the m@ensive company to work on my
high-end homes. And | hired the low cost compamyaok on my low-end homes and

my rental homes when | don’t always need perfesilts.
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Flooring for Rentals
There are some things to think about when you densvhat flooring to use for rentals.
It might seem obvious that high-end, high-renttaknneed quality finishes, including

flooring. However, don’t neglect your low-end rdsta

Here are some useful ideas to help save moneyiraedntith flooring for rentals:
1. Hardwood wears well, but it must be sealed aigirotective finish. If it's not

maintained, water and pet damage can cause irfeledamage to the wood.

2. Tile that’s installed correctly can last manwgge Therefore, it's a good idea to install

tile in rentals rather than vinyl because carelesants easily damage vinyl flooring.

3. When you decide on a color for carpeting, remamtiiat darker-colored carpeting

doesn’t show stains as easily and lighter-cologageting and also cleans up much

better.

In general, think about each individual house amw long you plan to own it. If you're

going to own a house for a long time, you might twvanre durable flooring.
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Paint

Interior paint is the single most important feataf@any house. A quality paint job can
make almost any house appear and smell like a wewehPainting is one job that is
necessary in almost every house. It has the akalitpake or break the sale or rental of a
home. When in doubt, paint Raint can hide major flaws and add a sense of

completeness to a house that is dated or not comple

When a potential buyer walks through a home wittydvalls in one room and new paint
in others gets a sense that house is really nishid. If you're going to paint (and you
should), go ahead and paint everything. There’singtmore unsettling than a job half
done, or almost done. However, don’t show a hoogmtential buyers or renters until it
is one hundred percent complete or you'll risk legsthem with a bad impression of the

home.

It's also important to do a good job painting thent Many older homes have wood-
stained trim. In many newer houses, especiallyydetrel and mid-level homes, | usually
choose to paint the trim and doors as well as #@léswt gives them a new look and it

can save you the expense of replacing damagedi-staieed, or cracked wood trim.

Sanding, staining, and refinishing woodwork in anleocan become time-consuming.
Translation: expensive. Plus, in today’s marketingtd trim and veneer doors really
don’t help you sell the house. A good paint jobtlo@ other hand, can hide almost any

flaw and make the house appear new and modern.
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If the house has wood trim that’s stained, you tagose to keep it, but it's a good idea
to re-stain it. There are products on the markatt ¢an easily hide nicks and scratches in
wood-stained trim, including standard furnitureiglolwith stain. Be aware, these
products only work well for a short time (i.e., whgou are showing a home to sell) and

are not permanent fixes.

.Before you being to paint, everything must be pegb So you want to make sure your
painter is spending as much or more time preppongatnt as he actually does painting.
When a painter spends enough time preparing td,ghajob always goes faster. I've
seen painters spend days cleaning up after othypipainters, which means longer and

more expensive paint jobs .

The prices for painters will vary. But the more erpive painters are not necessarily the
best. When you hire a painter, ask him how he paifihere are two general categories

of painter: those who spray, and those who rolbsehwho spray typically use an airless
sprayer machine to spray the walls and ceilingsémee way you would paint a car. The

second type of painters use rollers. Rolling ugualkes more time, but it has benefits.

My advice is to find a painter who uses both pamtnethods, which is called back
rolling. In this case, the painter sprays the pantb the surface making sure to cover all
the nooks and crannies. Then he rolls the paigivi® the surface a smooth, even finish.

This results in the best finish and it's completethe shortest amount of time.
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Colors

| won’t spend much time on paint colors. In genemalutral colors are best. They'll
appeal to a larger buying audience. As | mentiotieete are some incredibly colorful
homes. Orange, pink, and purple are all fantastiars, but if you're selling or renting,

it's best to stick with the neutrals. In fact, tkahe approach new builders follow.

Buyers usually want a home they can move into imately, not one that needs

cosmetic painting just to make it palatable so ttety move in. Some buyers will want
custom colors. However, keep in mind what you'rekig with. If you have a brick
home with something unique like retaining walls mad stone, or interior flooring

you’re not going to change, you should try to coenpent those colors. Get a color palate

from your local paint store and identify the lighgutral colors.

The best idea is to use on one or two differemtrcethemes in all your houses. In this
way, you can easily do touch-ups in rental homesibse the paint is standardized.
Buyers will also appreciate it if you give themmxivall paint so they can touch up any

walls that get scuffed during moving the movingqass.

Every painter has a brand of paint he likes beshe&just buy the cheapest paint they can
find, while others choose the best or most expengaints. Since | pay my painters by
the job, I don’t specify what brand they should.uBee paint job just needs to meet my

standards when it's complete.
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Over the years, I've consistently found that fdt;white paint on walls and a slightly

contrasting bright white semi-gloss paint on tha tand doors works well in all cases.

Using flat paint on walls is especially good foufageasons:

1. Flat paint is what's used in high-end homes ereh

an average painter can almost always achieve &lgadang finish on a house;

2. Flat paint hides many blemishes, including sm@tks that have been caulked, and
patches in walls;

3. Flat paint is easiest to touch up and match; and

4. Flat paint costs less than semi-gloss or glpsayt.

Many landlords who have rentals might argue they firefer semi-gloss paint to flat
because they can just clean it with a damp clothaaspray cleaner. This is absolutely
true. But my experience has proven that in houseethe walls need cleaning after a
tenant moves out, even semi-gloss paint requitgshing up. Most of the time, | paint all
the walls, or the entire unit. Therefore, using flaint on the walls is the fastest, easiest,
and least expensive way to paint. | use flat pinall my rental homes, as well as for

the homes I'm selling.

Bathrooms
The biggest problem you'll find in bathrooms arakig pipes. You'll typically find leaky
pipes under the sink and in the “wet” wall in th@wer or tub surround. The wet wall is

the wall that houses the valve or faucet is inttieeor shower.
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There are three types of checks you should perforieaky pipes in the bathroom,

kitchen area, and laundry area.

The first test you should perform is to visuallyeck for missing tile, missing grout
between the tile, and mold at the edges of thetulbe surround. Any of these are

indicators of leaking water.

The second test is to open the valves and ideatifyvisual leaks. If there are any leaks
you will usually see dripping water. Open the wataie all the way for at least one
minute. This is usually enough to see if thereaamgleaks in the plumbing and to check
the drains to confirm that there is no blockageu ¥bould also check to make sure there
are no drains that are hidden under the floorsoavalls that are leaking and possibly

damaging the drywall.

The third test is a simple “bang” test. Make a st lightly hit the tile around the valves
with the bottom of your fist, where your pinky I&the tile moves, or shows signs of

being loose, this is a sign that there is wateratgerand needs to be repaired .

You must perform these tests because any plumboitgem will show up at the buyer’s

inspection or when the tenants move in. And it wast you thousands of dollars to fix

the problems if you discover it “after the fact.”
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Most experienced or intelligent handymen can repiample plumbing fixtures.
Changing bath and kitchen valves (faucets) is sipistraightforward; in fact, most
plumbing parts even come with directions in a feffecent languages as well as
pictures. However, there are certain instances witeeessential to have someone in the

plumbing trade do some of the work.

It's important to always have a good plumber td icatase of an emergency or for those
more complicated jobs. There are many types ofeskdnd trained plumbers out there
who can do the work. | usually hire the guy who keoior a large company during the
day, and runs a small licensed and insured busoresgyhts and weekends. These

smaller outfits welcome consistent side jobs ardrdfierrals | give them weekly.

These plumbers tend to be more reliable and thegllysappreciate the positive, working
relationship they have with me. The larger compameve on to the next big job with

little concern for the guy who only calls them gvéew weeks or months.

A few times, | called a larger plumbing outfit tbeck out a problem for me. They
claimed the only way to fix my problem was to dgthe yard and replace everything.
Since | was good a customer, the company saidiliagive me a deep discount—a
special price of $4,000, just for me. Without hat$itn, my project manager called my
smaller plumbing company and explained the problEne. owner came out that evening
and fixed it for a whopping $150. Without a douleplacing everything is always better.

But it's not always necessary, and usually, thoaghalways, it will cost more.
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Be aware of overzealous contractors who like toacwt replace. It's easier for them, but
it can unnecessarily hurt your pocketbook. Seancltdmpetent and experienced
contractors who know what's really necessary and appreciate the extra money they

can make..

During a recent job, | installed a bathroom in adyaent that didn’t have a drain below
the basement floor. In this case, | had to instélift station.” This was the first time |
had to deal with this situation. | got three bidsl @hose the plumber who appeared the
most responsible and gave me the most reasonalrteats He worked well with the
other contractors and did a commendable job. Thev@s comprehensive and very
involved. When the house went under contract, thets requested a hook-up for a

washer and dryer.

My project manager called the same plumber baakstall a hook-up in the basement.
This was a simple job; the parts and materials’t@st more than $50, and it would
only take about twenty minutes for an experiendadper with the proper tools.
Incredibly, the bill was over $370. Quite a mark My project manager called the
plumber and asked how he arrived at such a fidgdiseresponse was that he priced his
work by the book on a per-fixture basis. He thedeatithat | needed to evaluate who |
was hiring before that company did the job. | toilch that | just did, sent him a check,

and never called him back.
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Kitchens
It's important that you determine the types of kéns in comparable houses in your
neighborhood. When you check comps and walk thraliglother homes you'll quickly

become aware of what's out there.

The items in the kitchen that you should pay aitento are:

Cabinets Take note of the style of the cabinets and, wdretitie wall cabinets go all the
way to the ceiling. The most common types of catisiaee solid wood, veneer, and
composite wood.

Countertops: The typical countertops include laminate, butdtleck, tile, solid surface,
natural stone, and synthetic stone.

Appliances Are the appliances high-end name brand, staisliesd, or white apartment
grade?

Flooring: The typical flooring includes vinyl, tile, woody wood laminate.

There is a very delicate balancing act between iimggroving and over-improving the
kitchen. If you over-improve your house, you'll wvadoth time and money. With few
exceptions, granite countertops will not incredmevalue of an entry-level home but

they will cost you extra money that you won’t mddeek when you sell.

Conversely, installing vinyl flooring in the kitche of mid-level to high-end homes will

not save you money either. And don’t waste youetand money doing a less-than-par
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remodel. Instead, discount your price and don’ady work. You'll better off in the long

run.

Today, lighter-colored kitchen cabinets are a papdhoice in new home construction.
Maple has replaced the dark or red oak cabinetsatbiee popular several decades ago.
My cabinet supplier always keeps me up-to-date thieghnewest products available on
the market. And he has been able to supplies uslowt- to moderately-priced maple
cabinets. These cabinets have real maple woodsfeortt doors, veneer sides and backs,

and hidden European hinges. They're very attra@nethey wear well.

A higher quality cabinet is almost four times mexpensive that the cabinets | just
mentioned. The major difference between the twoneab is in what you don’t see. The
more expensive, all-wood cabinets are made battbthey dovetailed drawers, which
will truly last a lifetime. But do you need thesethe house that you plan to sell? If it's a
high-end house, the answer is probably yes, busmoatuch for a mid-level or entry-

level house. That's because many buyers don’'t é>quet items in homes at that price
range or they aren’t even aware of the differebatier way, if you spend more than
necessary on any upgrades, most buyers won't lhiegvib pay for those upgrades. But
they will pay a fair price based on the conditidrihee house, the square footage, and the

location.
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Weigh the cost differences of what you're puttingyour houses versus how the potential
buyer or renter will view these upgrades. Make swerything you do to a house raises

its potential price and that your buyers will appage your upgrades.

Electrical and Lighting

Lighting impacts your potential to rent or sell@ke for top dollar. Again, take
advantage of the comps in your neighborhood. Intmmaskets, you want to sell or rent
the best house at the best price. Therefore, fight one of the easiest improvements

you can make to easily put the sale or rental goger-the-top.”

Buying lighting fixtures for high-end homes is nasg task. I've spent countless hours
ordering and countless weeks waiting “special” tiigey deliveries for high-end homes.
But when you're dealing with lower and midlevel hesnyou can simply buy the lighting
from your local home improvement stores. Desigmel @ew styles come out every year.
And soon after, larger manufacturers copy and prednese same high-end fixtures,
then sell them at discount and home improvemenestd ake advantage of these stylish,

yet more affordable lighting options.

For one remodel, | ordered elegant, Italian hamavhllighting. Everything about it was
“special,” including the price, which was nearly0®5plus tax. It also took almost a
month to arrive. Less than two years later, HompdDstocked a similar kit for less than

$75. Was the quality the same? Probably not, tay khoked similar. Most buyers are
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looking for style, rather than handmade qualityt Beiaware that in higher-end homes,

buyers recognize better quality in the fixturesitsies, and wall plates.

When you're remodeling entry-level homes keep indrthat all home improvement
stores will have a large selection of inexpensigkting. One of my favorite inventions is
track lighting. It's relatively simple to instalhexpensive and it can make a big

difference in lighting a home. Unfortunately, iisso not very popular in today’s market.

Fortunately there are still inexpensive optiongoltay’s housing marketing, the trend is
to use recessed can lights in basements, becatiseirdbwer ceilings, and in kitchens
For a low-end flip, these lights may be cost prahib, however if space is available,
there are modern versions that are quite trendyeatvely inexpensive. They'll also
help make your homes look and feel very updatedyandvon’t have to spend money on

rewiring or installing in-wall recessed lighting ceiling lighting.

One version of the new and still popular trackestighting is cable lighting. With this
style of lighting, the lights are hung across amauff two low voltage cables. This
enables the home owner to direct a limited amotimdividual lights, usually five,
wherever they want. These newer lights are veryjlsand attractive as opposed to the

original utilitarian-style track lighting, which we quite bulky and unappealing.

Another style of track lighting is what's calledlrgghting. These have an aluminum rail

that can be shaped and extended as long as né¢mteshly is this type of lighting
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functional, it looks good and won't put a dent muy wallet. When it comes to the rest of

the lights, | usually look for something that’s seaably priced and looks modern.

Some people like to go the ballgame on Sundays td @pen houses. It's the number
one way to find what's selling and why. And | ge¢at lighting ideas from other home
owners and investors who offer open houses. Takarsage of these free previews,

sometimes you can even get a free cup of coffecaambkie.

Electrical

The quality of the electrical system, especially Wires you don’t see, is just as
important as the lighting. You must repair or reglany “red flag” items that can be
dangerous to renters and buyers and can also @oshgney at closing. | can’t tell you
the number of homes | have sold where | missedom®o electrical items. And it’s
usually right before the buyer requests an inspedity a licensed electrician. You can
avoid this by spending a little time and doing ybomework. If you bought a house

where the previous owner did his own electricalkyaheck everything out carefully.

It's important to always have a qualified and exgaeed, licensed electrician available,
but you should avoid calling him whenever possibistead, find a journeyman
electrician (an apprentice to a master electricr@m) knows the business, or an
experienced handyman who can complete some ofmmor electrical work. Have
them check out your homes and look for hazardowsngerous wiring. For simple jobs,

like changing light fixtures or replacing a brokautlet, let your handyman handle it, but
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for more complicated work requiring a service cheangpermit, definitely call your
trusted electrician. And remember, it's always leggensive and less dangerous to do it

right the first time.

Heating, Ventilation, Air Conditioning Systems
If you have any reasonable doubt about your heatntcooling system, get a licensed

contractor to check it out and issue you a Furizemtification.

Buyers always want guarantees that they’ll have inethe colder months and air-
conditioning in the warmer months. If the HVAC systis over ten years old or looks
rusty or damaged, have your licensed contractockcheut before you sell. You should
be able to locate the year it was manufacturederneating unit itself, But if you can’t
find it, have your licensed heating contractor ¢hieout. If he tells you it needs to be

replaced, you can set aside those expenses irbyoget.

But remember this is never a job for a handymamd Bn experienced, local HVYAC
company you can trust and establish a long-teratiogiship with that company. These
guys are your friends. Remember the company’s $ieeés at stake when one of its
technicians certifies a HVAC system. But be waryaofie outfits that send out
minimally-qualified technicians because their firsdtinct is to cut and replace even

when it's not necessary.
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Find a company that’s experienced and understdredgurpose of your business. I've
established a working relationship with my HVAC tractor so the company’s goal is to
save me money. But a good relationship works bayswBoth you and your contractors
must understand that time is money. They can make wn a thirty-minute, $500 repair
job, than a complete new system installation tbatatake over twelve hours to install.

Discuss this with your contractors if they don'denstand the concept.

You might think that if you have a certificatioroin a reputable company, you're off the
hook. Legally this might be true, but it's probalplgt the best way to do business.
Years ago a friend of mine bought a house fromlarsgho installed a new HVAC
system as part of the closing. But the licensedpzom that did the job never realized
that the 100-year-old chimney was home to a faofillirds that had completely clogged

it, rendering it useless.

Because of it wasn’t working, my friend spent thistffew nights in her new home,
opening windows in 20-degree weather to let in stnewh air. After a few night she had
had enough, so she had it checked out. What thieacbor told her was she probably
would have died if the situation hadn’t been camdcAlthough it was corrected and my
friend was fine, imagine how the seller of the leonorist have felt.

The moral to the story is, no matter who's legailgponsible, never go out of your way

to save a buck and put someone’s life in jeopardy.
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Here’s a list of things any responsible HVAC or leomspector should do to make sure
your furnace is working properly:.

1. Clean out any debris in the furnace either wittacuum, or with a damp cloth or other
suitable means.

2. Operate the unit for a reasonable period of tonensure all the functions are working
correctly.

3. Check thoroughly gas leaks in all of the gasdiand valves.

4. Check thoroughly for any carbon monoxide ledlet tould be coming from any part
of the chimney as well as a clog or even a cratiead exchanger. Clogs and chimney
leaks can all be repaired; however if there’s #lasor otherwise detectable CO2 leak in

the heat exchanger, it's more than likely thateéhere furnace will need to be replaced.
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Chapter 5: Getting Started

Once you've made a list of all the repairs you wanerform, you need to organize and
prioritize your list before you get started. Thédwing is a chronological list of how |

prioritize my work:

Contractor/ Material List

This list starts with the most important, and thestrdifficult items to schedule.

1. Any unknown or unfamiliar variable: This incluedany worker or any contractor
you’ve never used before, as well as any specthbpatractor. This could be the
company you've hired to put in a new septic systepair a solar collector or repair an

expensive name-brand appliance that has partsiilgat be hard to find.

2. Electrician: If you need any electrical work édike a service upgrade, re-wiring, or

difficult or tricky installations hire an experiest electrician.

3. Plumber: If you're doing any plumbing, like raping a bathtub or vanity, you should
make sure your plumber arrives shortly after tioekws done. This way the plumber
makes sure he has all the necessary materialsh glab. He can also ensure that all

everything is where it should be so he can indtalnew fixtures.

4. Roofer: If you don’t already have a bid in foromfer, get one. Be sure to include a bid

for gutters, if applicable.
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5. Window company: Make sure you order your windawglenty of time. Windows can

take more than a week to come in if they are dopétee.

6. Flooring: This might be your carpet company tilstaller, carpet supply house,
hardwood company. Whatever material you choossedar the flooring, contact the

company as soon as you've decided to get started.

6. Painters: Always try to contact them when yoeven just thinking of remodeling.
The painters always will have to come back for boups. If they’re doing some of the
other simpler work on a house like changing somet liixtures and installing cabinets,
vanities or even kitchens, they’ll be at the jobcmof the time. If they’re managed well

they can often work around many of the other catdrs.

7. Carpenter/ Handyman: If you have a handyman adss small fixes after a big job is

done, you need to contact that person and get ¢hedsiled.

8. Landscaper: You'll find that landscapers worttapendently and will not get in the

way of most interior home repairs or remodeling.
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Here’s a schedule of how you should prioritize yaork

Day 1 Day 2 Day 3 Day 4 Days 5-7
Week 1 Demo, Electrical Electrical | Paint Flooring in kitchen
remove Plumbing Plumbing | Kitchen and bath
garbage, and Repairs and | Repairs | and baths
check Paint prep and Paint
mechanicals prep
Day 8 Day 9 Day 10 Day 11 Days 12-14
Week 2 Paint Check on Deliver Install Kitchen
interior Cabinets kitchen cabinets,
Begin Cabinets | countertops
outside paint Painting
Touch up exterior Sink and disposal
bathrooms any electrics
Day 15 Day 16 Day 17 Day 18 Days 19-21
Week 3 Change and Roof Furnace/ | Windows?| Touch up paint
light fixtures | Certification?| AC in Are they | from flooring
outlets Carpet/ working | done? install.
Landscape | Hardwood order? Missing hardware
Carpet/ Walk through/
Hardwood Punch list
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Day 22 Day 23 Day 24 Day 25 Day 26-28

Week 4 Walk Final clean Put house
through on market
or put up
for rent
sign.
Day 1

Contact all contractors needed for the job, get yods and schedule appointments.
Contractors need to know what's happening withhitvee remodel, where the house is

located, and what your timeframe is.
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Meetings

Contracto

Dat

Meetin

g Time

Job
Requirement

S

Star

Dat

Completio

n Date

Painter

Morning

Go over job
description make
sure they have all
of the information,
address, lockbox
code or key, paint
colors, necessary

materials.

Electrician

When

available

Go over scope of
work and record

timeframe

Plumber

Go over scope of
work and record

timeframe

Window

Company

Measure windows

needed Repair or
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new

Flooring Measure for

company material

Tile Company Measure for

material

Hardwood

Company

Landscape Plan job

Cleaning

company

Kitchen design| Day 1 Measure kitchen
or2 walls and

cabinets...before
the old ones are
torn out. It makes
the job easier as
long as the kitchen
is going to be

similar

Bath fixtures

Painters- They can almost always start at thedigt unless there’s major demolition,

which case they can start immediately when the é@isleaned out. Stay in touch with
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your painters, particularly if they’re doing mor@sk on the house than just painting.

Electricians-Get them to the job and get them sgleedASAP. Once you know the
scope of the job you may be able to save time liyngebids for certain jobs over the

phone.

Plumbers- If you need major repairs get bids aridigam working. As with the
electricians, they can hold up a job for some tihe¢her contractors are waiting for the

to finish.

Window company-Whether the company is replacindgcénogpanes, or installing new

windows, it will take time. Be sure to try and paipt an installation date.

Flooring company-The workers need to measure. $tbech installation date. Even if
you’re not sure you’'ll be ready on that date, alsvty to push the date. By doing so ya
can motivate the contractors to finish when thgyteay can. Never install carpet if
there’s still “messy” work being done. This coulel fpaint, tile install, kitchen install,

furnace replacement. Carpet should go in last.

Tile company- Book these guys whenever they cathgee. If the painters aren’t ready

tile cleans up pretty easily and they can still kvaround one another.

Hardwood company-If you're installing new hardwoget these workers there as soo
as possible. They can install in one day and pfithish coat on after the carpet is

installed. If you're just refinishing the floorsave them come the last day.

Landscape-Fit them in when you can, but don’t waotlong.

Cleaning company-I usually call them a few daybethe job is done.
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Some important points:

1. It's always best to check on your houses evagy dnd more often in the first week.

2. Try to schedule appointments one right afterather, if you can. It will save you

some of the trips you’ll be making to the housergvay.

3. Make sure you actually talk to the contractooigtdoing each job, either by telephone
or in person

4. Write down the dates contractors give you.

5. Don't be afraid to call and check the progreshe job. Call at the end of the day, or
ask them to call you.

6. Make sure you and your contractors always kndwmwyou expect them at the job and
what you expect them to do.

7. Design your kitchen and order cabinets. It'® atgportant that you get a head start on
ordering any items that are not stock items. Kitcbabinets are always the first items
ordered because they usually take the longestrt@¢o and they might not be in stock at
the warehouse. You’'ll want to make sure the calsopplier knows when you’ll need

them, where you want them delivered, and so on.
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8. Windows are also a special order. Whether yogiiag to replace the windows or just
repair broken panes, you’ll want your window cootoa at the job site as soon as
possible. Poor organization and overlooking stepleabeginning of a job will always
cost you time and money.

9. Even though the last big step in any job isaltisg the carpeting, call and let your
carpet company know you have a job that you'rdistaand you’ll need the carpeting in
about two weeks. This will also give your paintinse to get the interior of the house
finished and ready for the carpeting.

10. You'll be in good shape if your painters arding to install the tile in the kitchen,
bath, as well as install the cabinets and coumettse kitchen. If they do, you've just
saved time. And the painters will also prep theseolor paint, while removing the old
cabinets in the kitchen and baths and preppinddloes for tile. If not, you need to get

your tile company out to the job site to bid, measand buy materials for the job.

If you plan on sanding, finishing, or installingrtevood floors, definitely call your
hardwood floor contracts and let them know yourdssiaddress and roughly when you

will be ready for them.

Day 2

You should be working on the clean out and denuwliis soon as you take possession of
a property. Some managers like to use day labtwets most of the grunt work to save
money. | only use a separate contractor to dol#enmut if the job is very large and will

take more than a day to complete. Smaller jobsassit about the same as having

93



painters clean it out. They'll work for the sameps and they can start prepping while

the rest of their crew is prepping for paint.

It's advantageous to have contractors who are wugr&n the house do the clean up and
demo of your kitchen and baths. That's because athrapanies that just clean out
houses tend to accidentally throw away necessadmwaae, which can cost you more

money in the end.

| once hired a company specifically to clean oethlbuse. They did a fantastic and swift
clean up, until | discovered they had accidentddlpwn out the inside and outside of the
electric panel. Although no one was responsibis,fbtentially hazardous situation
would have been an issue at closing. To make rsatterse, it was an older electric
panel that was no longer manufactured. | callecbsst electrician who was a pack rat
and collected old parts from various jobs that ioe And even he was unable to find the

matching covers.

| ended up paying him to make a cover plate aneictor the electrical panel. Even
though it cost a fraction of what it would have tcimsreplace the entire panel and circuit
breakers, it was an added expense that delayeshlb®f the house. Based on this
experience, | try to limit the number of contrastat each house so there are fewer of

them to pass the buck when there’s a problem.
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Here are a few other examples where things go waoiigno one knows what happened.
At a final walk-through | see:
A broken or loose tile. The tile layer said he didio it and the plumber said it
wasn’t him. In fact, no one on the job took resplbitiy for the issue;
Stains on the new carpet, and none of the contaaticept responsibility;
Broken windowpanes that magically cracked on tbein;
Thermostat set at 100 degrees and windows left,aheimg cold winter months;

Scuff marks on the newly painted walls.

In all of these cases, there are only a few possifienders, but regardless, | paid the
price. | paid to have the tile repaired, the cagbeaned, and the broken windows
replaced. | also paid the heating bill and | evait phe painters to return one more time

for touch-ups. It was essential to get these hoosdke market and rented or sold.

Over the years, I've looked for ways to shift tesponsibilities to a smaller number of
contractors. | was successful in doing so by cadabhg jobs, and having fewer
subcontractors who could work with little supereisi The lesson is simple: The more
contractors you have on a job, the more micromagagou’ll do. I've found you'll

always save time, money, and aggravation if yowschaate the work.

You're probably wondering where you should put gadoduring a cleanup. The simple
answer is in a dumpster. I've spent countless hivyirsg to find a waste collection

company that charges a fair price. Eventually hibone. They have competitive prices
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and service that can’t be beat. There’s nothingenfimustrating than trying to put a house
on the market on a Friday, and having the wastepammtell you they can’t remove the
30 yard roll-off dumpster, sitting in the drivewantil Tuesday. Plan ahead for this, but
when all is said and done, it's important to haymad relationship with your waste
company.

You should also keep in mind that some communtidlanot allow a roll-off to be

placed on the street, or even anywhere on the pgrope30 yard roll-off may seem big,
but it fills up quickly when you're putting new snd) on a house, installing new kitchen
cabinets, removing a few dead trees, and the piswwner’s seven-foot broken

projection TV. Then what do you do?

| had one contractor who did a fair amount of wonkthe side for me. We made an
agreement that if | couldn’t put a roll-off on theoperty, | could put one at his shop. He
got to use it, and it was convenient for him wherhld to unload all of the trash and

garbage from the day’s work out of his pickup truck

On a lot of jobs, I like to pile up all of garbamethe garage. Then near the end of the
project, | have a roll-off delivered for one dayal way you don’t alarm the neighbors

and you don’t let anyone else know that the hosisacant.

Days 10 to 12:
About a week into the remodel, you'll need to stAmking about flooring for the kitchen

and the bathroom. There’s no right or wrong waglddghings when you're installing tile.
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Some contractors like to install tile around a# tabinets and appliances, like the
dishwasher, last. It's easier to put the tile ddinst, and then install the cabinets over the
tile, and finally grout the tile when everythingelis complete. By installing tile in this
order, there are fewer damaged cabinets, coumtgptiances. And the job site will also
be cleaner for the finish work.

There are benefits to having your painters andratbetractors work on several aspects
of your properties. Whether you'’re a project mamageestor, or landlord, you have
responsibilities. And those responsibilities dontlude cleaning out houses, painting,

fixing plumbing, or any of the work that goes irtouse to prepare it for sale.

Your responsibilities involve managing contractarggrseeing the remodel job, and
worrying about everything else that goes with thepprty. The list of other
responsibilities is endless, and usually includgsp the house with a realtor, showing it
to potential renters, choosing tile, designinghkties, and picking out light fixtures. It
also includes the administrative aspects of theljke paperwork, payroll, check writing,
etc. The list is never-ending, but a competentgmtananager is aware of both her

strengths and limitations and is unafraid to askhfp.

Once the painting is done and the tile is instalj@adir kitchen cabinets should arrive for
installation. In addition, the bathrooms fixturé®sld be installed and the interior

painting should be completed.

Day 14 start exterior painting.
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Always check the forecast because the weathedetérmine when you can paint.
Typically, if the weather is good, the exteriorqtaig shouldn’t take more than three
days. Therefore, make sure your painters understamdtimeline and they’re aware of
their deadlines. Many painters will need your dii@t to help them get organized and

know what to work on first. Inside of course.

Exterior/Interior Timeline .

Days 1 thru 14 while completing the interior, the HVAC, the raud material,

windows, and landscaping work should be completed.

Days 12 thrul5 conduct an interior walk-through.

Days 15 thru 21 po interior touch-up paint; have carpet installadd sand and

finish hardwood
Day 22  Finish exterior work; conduct a final walk-thghy and place a “For

Sale” or “For Rent” sign in the front yard.
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Chapter 6: How to Find and Hire the Right Contractors for

Your Job

Finding the right contractor takes more than jadlirmy contractors out of your local

Pennysaver free newspaper or phone book.

The best way to find contractors is planning aheadiword of mouth. It's extremely
helpful to get involved with local real estate gsgsuMany offer free monthly meetings.
One of our local groups has a breakfast club omer&ay morning a month. It offers an
open forum for discussion. In these forums youafen learn the names and numbers of
local handymen and contractors who are in the riid-sell business and who know how
to cut costs during remodeling. Not only can thelptyou get your job done, they can
help you save money.
Ideas for finding reliable contractors include:
Word of mouth from friends, family, other investors
General contractors. Find a local general contragtber via internet, phone
book, or various types of advertisements. Evenguall’ll find one who'll talk to
you. Ask him where he gets his sub-contractors.&ara happy to give you the
number of contractors they use occasionally. Thaways a good start. I've
done this in the past with some of my fourth-strengws. When you have a good
contractor that you can’t keep busy full time, yeant him to know you're

looking out for his best interests and trying tadfihnim “fill-in” work.

99



But keep in mind: never steal a subcontractor feogeneral contractor or job site

without letting his employer know. This is just baalsiness practice.

Ask employees at your local lumber yard, plumbihgps and flooring distributor if they
know any reliable contractors. They always havstaof qualified contractors and

installers.

When hiring a contractor, it's very important tlyati make your expectations very clear.
Let the contractors know what you want to do aridthsir opinions. Many contractors
who regularly work for Fix-and-Flippers and realags investors, know your goals and
your strategies. They also know that time is mofiégy’ll be just as eager as you are to
get a job done quickly so they can move on to e job quickly, as you are. It's all

about the money.

| can’t tell you the number of times I've used attactor who did a complete cut and
replace, so he could make more off the job. Maybditl a complete re-wire of an
electrical system, when a simple five-minute mirjutection box install would have
saved hundreds me of dollars. | can tell you | nénwe those contractors again.
There are three facets of project management yai camsider when undertaking a job
with contractors;

TIME

MONEY

QUALITY
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The problem is you don’t always have a say wheadmes to those aspects of the job. If
you need any job done quickly, you'll pay more. @aky cleaning for example; one-
hour dry cleaning costs significantly more thanulagdry-cleaning service. The same
theory applies in remodeling. You'll certainly paore for a plumber if you have a
broken pipe that needs to be repaired in the midfdlke night or on a weekend. What if
you have a closing in one day or you have tenaotdang in the next day? That will

definitely affect the time and money aspects ofiggthe repairs done.

A more experienced contractor with the proper toaés be able to complete a job more
quickly, but he’ll charge a higher price for hislisk experience and labor. On the flip
side, eager young contractors might complete sdifledsjobs at a fraction of the going

price. However, they might take longer or the gyaif their work won’t be as good.

Can you use these scenarios to work to your adgeft#es. One of the most successful
techniques is to consolidate your purchases. Homyrtimes have you gone to the
hardware store and made a purchase for an itemvdsabn sale the following week?
When remodeling, it's not always possible to wartd sales event. Your timeline

doesn’t allow it.

Therefore, planning ahead can help you save huadredollars. Take, for example,

sales at home improvement stores. | always lookligounts or close-out prices on

items that | regularly buy. As long as you havdaz@ to store some of the larger items,

101



you can save hundreds of dollars on each remodpldayng the time factor “in front” of

the remodel.

For example, | once bought a close-out kitchendategularly priced at $100 that was
marked down to $19. Did | need it at the time? Dl | use it? The very next week.
Another time | bought a brand new, white $450 diasher with an opened box for $125.
The list goes on. So it's a good idea to make &avrior mental list of the items you

regularly need and use when remodeling your houses.

This is also a great idea for investors who owmanage rental houses. In fact, some of
my rental houses include more expensive fixturas thy higher-end homes. There are
some other hidden benefits. Quality fixtures anpliapces usually last longer and handle
more abuse by renters than low-end fixtures. Th&y laok better than low-end fixtures
and appliances. Best of all, when you comparisapsyou’ll pay a fraction of the cost.

Consolidation and management is the key to sauing &nd money.

| have continually found that in my busineg®re is no such thing as “no job too small.”
If you don’t believe this, try it. Small items gpart of every job. These items range from
replacing some trim to replacing a washer in aiteakink to sweeping the leaves off the
driveway, or even dusting kitchen counters in adeaihat has been on the market for a

few weeks. You'll need to address these taskshbowt?
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No busy handyman will change a fifty-cent washe¥'llHnstall a new faucet. Just think
of the skyrocketing cost of gas. How much would gbarge drive to any location?

Everyone’s entitled to be compensated for his ottinee.

Here are some ideas to help you consolidate taskeiscan save time and money:

1. You should always challenge your contractonmi&ximize their skills. Make a list of
items for your handyman to do on each house, imetubloth simple and more skilled
jobs. Some handymen like a challenge and theyealito make money. If you offer him
a number of jobs to do—so he can make some additrmoaney—he’ll be more inclined

to agree to do them.

Many of my contractors like to work for me and thiegften ask what more they can do
to earn extra money. Remember, you're always pagitigp charge for every contractor

even if it's not itemized in their invoice.

In one high-end house, | wanted to put stainlessl fiacksplashes in the kitchen. The
window installer asked who was going to do the fbit turned out, one of the
warehouses he gets his supplies from also suppli@suts sheet metal. | would have
done this work myself, but it's time-consuming arugtly. The window installer was
easily able to measure, order, and install thesegsi As it turns out, with his discount he
was able to install stainless steel in the entitehken for just over what it would have

cost to buy the material. This isn’'t to say thataahdow installers can install stainless
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steel, but challenge your more competent contradtobid out other areas of the remodel

that are similar.

2. There are three types of painters: those thapamt, those that cannot paint (don’t
hire them, but if you do, remember not to hire thegain) and, those that can paint and
want to master other skills to increase their pagkhTake advantage of the third type.
These are the types of contractors who are eageorioand learn new skills to make

more money. These are the keepers.

2. I've established the best relationships withlEnaompanies that are good at time
management and eager to grow their businesseswilhsave you time and money and

they’ll earn more per day. Both of you will bendfibm this.

I met my HVAC (heating, ventilating, and air conaliting) contractor through a friend of
one of my painters. After several weeks, my HVAQtcactor’s secretary/wife called us
and asked if there were any other odd jobs he cagddst us with to help grow their new
business. The HVAC contractor had a long experievitteall kinds of repairs. After a
short time, | found out that he was not only arieed HVAC contractor, but also a
plumber, electrician, and auto mechanic. Althoughaluto mechanic skills did not help

us, all of his other skills did.

My HVAC contractor became one of my most reliabid &nowledgeable contractors.

He was an excellent problem solver and quicklyrdedrwhat results | expected. He
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inspected every mechanical feature of the housentlhim to and always took care of
any small issues he faced. If he discovered a npagdslem, he called me with his bid

and scheduled a time to take care of the problesquickly became invaluable to me
and | became a source of endless work for his cagnpad the situation was definitely

“win-win.”

4. Always look for instances where you can minimyaer number of contractors. My
HVAC contractor works on all my jobs. He needs t@kmextra money and | appreciate
that he never overcharges or takes advantage d¥ieemwhile, | avoid hiring multiple
contractors for my jobs so | save time. | also ha@ace of mind because he also serves
as my licensed “electrician” and “plumber” wheneeded certifications for inspection

issues.

Payday

Payday is the most important day of the week faryamntractors. Keep in mind that no
matter how frugal you choose to be with repairs f@aadp costs, how you pay your
contractors will dictate the outcome of their protion and whether they’ll show up at
all. It's important to uphold high standards in gvfacet of the job, including paying

your contractors in a timely manner when the jobosiplete.

Choose your battles carefully. I've seen too mamydyreliable contractors walk off a job

because the owner wouldn’t pay them at the entleojab. There will always be reason

105



for this, but keep in mind a $5 fix could cost ymundreds if your best contractor walks

and you have a house sitting vacant and no one thedwork.

Compensation for contractors
There are several different ways to compensate evstfor their time, including paying

your contractors by the hour or as salaried em@syer paying them by the job.

Paying contractors by the hour:When you follow this payment method, there’s nywa
to hold contractors accountable for their time aslgou or someone else managing the
job is there to supervise. It's not practical fioe investor or project manager to spend all
of his time at a single job site. Keep in mind thare exceptions to this, but these
situations would be unusual. I've had the expeeenben several workers who showed
up every day for work, only completed half as mudrk as their peers working on other
houses. When my project manager drove by the houpeestion, he found these

workers dozing under a tree in the middle of therabon.

Salaried employeesif you have enough work to hire a contractor dirtime basis,
employing them as a salaried employee can be &ssitt alternative. Keep in mind that
you must balance his salary with his level of eigere. If you pay someone too little, he
might not do a good job. These are the same woslarsnight find dosing under a tree
or perhaps taking their time (i.e., two hours) reing from the store that’s located just

five minutes away.
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It's just as easy to overpay these employees. @idedacosts to hire a full-time employee
includes paying Social Security taxes, workmeni:pensation, health insurance and
other benefits. Talk to your CPA or accountant befmu make any final decisions to
understand what an employee’s package will costwloen hire someone on a full-time

basis.

The most effective way to manage remodels on- #rsite in this business is to pay
“per piece.” This is the payment plan that's thsiest to manage and is the most
productive way to compensate employees. Howeveretare also complications when
paying per piece. | once hired someone whose rafibty involved driving by
prospective foreclosure houses for sale. Sinceetheases were foreclosures, | couldn’t
get inside, but | could present a reasonably eeéddait based on the condition of the

exterior of the house.

The person | hired was paid a set fee for eachadligicture he took. Just before he went
on vacation, he handed in an unbelievable numbphofos. (I figured this person must
have worked very hard to get them done.) The prolias the pictures of 123 Main
Street included beautiful pictures of the kids, anthe of the photos were of the wrong

house.

That's why it's necessary to hold contractors amgbae else who works for you
accountable for their work. Until you get a feel the appropriate amount of time needed

to complete a job, you’ll have to spend some titmecking on these contractors.
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To keep contractors on task, | have tried to flment for each day the houses weren’t
completed as scheduled. When you have several edmgding simultaneously, this
becomes a complicated task. With new constructlare are only a few variables
beyond the contractor’s control. With remodels, pever know what to expect on a day-

to-day basis.

For example, one contractor bid out a job to remqueeling in an enclosed porch, install
sheetrock, carpeting, and trim. It appeared to siengle job until he removed the
paneling from the walls. Years earlier, the presgi¢and frugal) homeowner built the
porch with small Aspen trees instead of 2x4s t@supthe walls and ceiling. This
primitive style of construction is found throughdahé world. | have no way of knowing
what lies behind the walls of any given house,c®or | hold the contractors responsible.

However, you can hold contractors accountableHeir twork, and its timely completion.

Complete Every Transaction as if You Were working ér Someone Else.

Be aware of how you treat your contractors. Theyirbusiness to earn a living just like
the rest of us. Complete every transaction asufwere working for someone else. Be
aware that no matter how big or small your markethese guys communicate and word
gets around. If you don’t pay these guys, or takeaatage of them once, they won't
come back when you need them, and other local actotis will follow suit. Don’t get a

bad reputation.
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If you have consistent work for contractors, th&meuld be an unspoken understanding
that the prices should be fair. Impress upon yountractors what you do offer. Make
sure they understand that if you don’t work things, you'll find someone else. In
certain markets, there’s plenty of work availalBletimes, all contractors suffer from
“burn out,” or they just don’t want to deal withrtan jobs. This is understandable. If
you find yourself in a situation where you don’efeomfortable with a contractor’s
quality of work, it's best to ask him to finish witae started and let them go. Don't hire

him again.

The Local Big Kahuna

Once you have been in the remodel business for @eort time, you'll start getting
calls from every Tom, Dick, and even Mary lookimg Work. Some call you cold, some
got your phone number from a for-rent sign whilleeos are friends of one of your
contractors. You may not be the best paying bosswn, but they’ve heard that you're

fair and that you have steady work.

You may be buying a house on Friday and your bastractor is finishing a job for
someone else and he won't be able to start forekwemmm, should you just go out
and hire these other people to remodel one of gouses? No, absolutely not. If you've

never seen their work, new contractors are a itgb¥ou may, however, test them out.
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Here’s how:

The remodel on every house must meet a certaihdéveorkmanship for the house to
appear its best. When testing out new contrack@aisyays use rental houses and entry-
level homes. Choose a job where the buyer’s expewtes not all that high. Expect the
best work from the contractor, but choose a jobwhihnot affect your bottom line if it's

not done as well as you expected.

The following example shows how my project mangstdd out a new handyman. The
new handyman was experienced and knew everythadg,yada, yada. Unfortunately,
contractors will always tell you what you want teal. This handyman was repairing

some basement drywall in a moderately-priced hddeeause it was the basement, the

owners paid little attention to his work.

The handyman’s solution to repairing the basemgmnwall was to “texture the whole
wall.” Often texture is not used for aesthetics tather to hide shoddy workmanship.
The instructions from my project manager were dpatly to finish the drywall with a

flat finish, which takes some expertise.

This was my handyman'’s test. After five days ofdsag and spackling, the handyman
put his heavy textured layer on the basement wak®ver his mediocre repairs. The
walls were perfect for a house of that type andmaorhood. Meanwhile, my project
manager had secretly tested the new contractamdatit his skill level, which was less

than my project manager had hoped, but no harndwaas.
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Through the years, I've fired many contractors.sléan be as complicated as trying to
hire new contractors and it can become costly. ABmaust your instinct. In general,
unless the work is terrible, or you're in the begng stages of a job, it may be more cost-

effective and easier to guide a bungling contratttayugh a job, rather than let him go.

Over the years, I've learned that every contractonpletes his job differently.
Remember, there are several correct ways and essriticorrect ways to do every
remodeling job. Sometimes it becomes necessarylt@@ntractors off jobs when it's

obviously taking them longer to finish then it skehu

Use Licensed Contractors

Never put yourself in a situation that could evatifuturn into an ethical dilemma. When
you have a house under contract, and the buyeesgg|you replace an inspection item,
you have a choice to either do it or not. Thisasthe time for you to cut corners to save
money. If you agree to some of the buyer’s requesis must repair or replace the items

or reach a mutual resolution.

After | agree with the buyer on the inspection isealways give the specific requests
and direction to the proper contractors. Thereoften items that can be completed in-
house. These might include changing a broken dadwkreplacing light bulbs, fixing a

small water leak, or even my most common repair-airgpy the broken disposal in the

kitchen sink.
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Speaking of sink disposals, if you install lessengive disposals be aware that they are
partially made of steel. That means when water $ltdwough them, they may develop
tiny rust deposits. This is normal. That's why disals include an Allen wrench. A
simple reset of the breaker on the disposal amdadl $urn of the Allen wrench will
quickly correct the issue. If a disposal is usegltarly, this doesn’t occur. But when it’s

not used for weeks, the rust spots will appear.

Other issues that you and the buyer might agrdas the certification of the electrical or
plumbing work in the house. Licensed contractorstmepair any of these unresolved
items. Fax, e-mail, or leave a copy of the reqtmrsithe specific contractor. When the
work is complete, get an invoice with the contrastbcense number on it. The
contractor needs to be responsible for his worki¢wvis why the buyers requested a
licensed professional) and they may cost you mbnat’'s why it's in your best interest

to correct any potential issues during the remodel.

One house | sold had some guestionable wiringargtrage. | hired a licensed
electrician do some work on the house, and spadifiasked him to inspect everything.
Everything appeared normal and nothing looked simps. However, the buyers had a
few specific electrical requests. Therefore, myjgmbmanager faxed a copy of the
inspection report over to my electrical contra@nod he looked into the issues. | received
an invoice for his work, paid it, and gave a copytte buyers at the closing. Weeks later,
| received a letter from the buyer’s attorney sigtihat the electrical work had been

faulty. He said the buyers discovered the faultykwohen they hired their own
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contractor after closing to inspect, repair, and soime additional outlets The new bill
for his work was over $6,000. The buyers wantedoray for their contractor’s work

and threatened to sue me if | didn't.

However, there were two issues that were in myrfaviost, | was not responsible for the
electrical work because | had used a licensed actatr, and the responsibility fell on my
contractor, not me. Second, the buyers hired their contractor without regard for my

electrician’s work. As a result, there was no prabheglect on my electrician’s part and

the buyer was ultimately stuck with a $6,000 bill.

There are two lessons to be learned from this éxpes; always use licensed contractors
when necessary and always get a second and thintbon the required work. I've
gotten two or three bids on roofs that were acddptalthough not perfect, before |
could find a roofer to certify the roof. I've alsmcountered the same issue with heating
and plumbing issues. If you take care of thesestbafore you put the house on the

market, you'll save time, energy, and money.
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Chapter 7:Getting Bids

One of the single most important aspects of hommdeling is acquiring and
understanding bids. Bids for remodels typicallydrae more complex as the age of the
home increases. There are several factors to amsiten asking for bids on your home

remodel.

Factors that influence a bid include:
The age of the house. This usually will determimedeneral scope of the
necessary repairs. For example, when | look atusénthat’s over 100 years old, |
may expect some structural issues, but | wouldxpeet those issues in a house
built less than ten years ago.
How well the previous owners have kept up with deepairs and how
competently they were completed. Were they donexmerienced contractors
who did the work to code or done by the homeowttemselves? Were permits

and inspections obtained and completed with fingpéctions.

Don’t Put Off Getting Bids, Get Them Immediately
Get your bids as soon as possible. Never wait artaiget bids for the following
reasons:
The bids will let you know how much it will cost ydo complete the repairs so
you can budget your remodel appropriately;

Getting bids in advance will help you determine tdech repair will cost.
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Every house you plan to remodel has a certain huélgea project manager, it's your
role to determine how much money to spend and leaspénd it. When you're on a tight
budgets, you must weigh whether to spend $500rewestove or to repair the leaky

roof. In this case, it's clear where you shouldngpgour money.

It might be more complicated to decide between slewubs in the front yard, new sod
and repairing sprinkler system, or repairing anfeltte in the backyard that's about to
fall down. A project manager must continually méikancial allocations and

management decisions.

Knowing upfront how much your remodeling tasks wakt is the only way to use of
your budget effectively. It's invaluable to get bidn everything and keep track of them.
The best way to save time and make educated choice$at exactly to remodel, is to

know precisely what each task will cost.

115



The following table provides an example bid shaetd to cost out my remodeling

projects.

Property Bid Sheet

Property Address
# of
sqft | persqft Total price
Carpet 900 $ 210 1,890
Tile 120 | $ 8.00 960
Hardwoods - new $ 7.00 0
Hardwoods - refinish $ 225 0
Interior paint 900 | $ 1.75 1,575
double for
Exterior paint 900 $ 1.50 1,350 second story
0
0
Qty | price per 0
Demo & cleanup 0
Demol/garbage removal 2 $ 850.00 | 1,700 per dumpster
Final clean 1 $ 200.00 | 200
Doors & Walls 0

116



6 panel - interior

6 panel - exterior
Bi-fold

Change locks (2 doors)
Major wall repair
Baseboard, per wall
Lights

Ceiling lights

Can lights

Sconce lights

Ceiling fans

Exterior lights

Vanity lights

Special lights (dining, etc.)
Kitchen

Replace cabinets
Repaint kitchen cabinets & new
hardware
Countertops

Sink

Faucet

Disposal
Appliances:
Dishwasher

Gas stove/oven
Electric stove/oven

Refrigerator

175.00

700

425.00

1,275

100.00

600

100.00

100

400.00

400

B B B B B &~

22.00

35.00

45.00

30.00

35.00

50.00

55.00

B B B B & B &

100.00

210.00

1,470

600.00

420.00

420

140.00

140

140.00

140

| B B B +H

150.00

150

370.00

370

525.00

525.00

525
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Microwave ‘ ‘ $ 325.00 |0
Exterior 0
Windows: 0 0
Windows - new 9 $ 350.00 | 3,150
Windows - replace pane only $ 120.00 | O
Screens $ 30.00 (O
Landscaping 3000 | $ 1.75 5,250 sq ft sod

$
Roof 1 4,000.00 4,000 bid

$
Siding per side 1,000.00 0 ballpark average
Porches/decks/patios 0
Soffet or fascia repair 3 $ 400.00 | 1,200

$
Repair or replace gutters 1 1,200.00 1,200
Bathrooms 0

Qty | price per 0
Bathroom vanity sink, faucet 1 $ 380.00 | 380
Towel bars 1 $ 50.00 |50
Medicine cabinet 1 $ 100.00 | 100
New tub $ 350.00 |0
Reglaze tub 1 $ 350.00 | 350
1500-2500

2-piece tub enclosure $ 500.00 | O average
New tile or tub surround $ 850.00 | O
New toilet 1 $ 150.00 | 150
New tub or shower faucet 1 $ 220.00 | 220
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SUBTOTAL
Laundry

Add washer/dryer hookup
Add vent system for dryer
Electrical system

Replace switches & outlets

Electric - add new outlets, etc.

Service Change
Plumbing

Hot water heater
Plumbing - misc

HVAC

Furnace - new

Boiler - new

Service & certify furnace or boiler
Add central A/C

Re-do duct work

SUBTOTAL

contingency 15%

0
0
0
0
0
$ 5.00 0
0
$
2,500.00 2,500
0
$ 750.00 | 750
$ 400.00 | 400
0
$
1,900.00 1,900
$
3,500.00 0
$ 200.00 (O
0
0
$
35,910.00
$ 5,386.50
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$

TOTAL 41,296.50

The numbers on the chart correspond with the teras. First, | list each area by general
work that's common on most new and old homes—p#otring etc.. Second, | list by

specific areas of the house, such as bathrooms.

Paint:

Painting is bid out using tax-assessed data onviile the county. I try to find a low, but
fair price that will include painting doors andtrivhen necessary. Most painters are
happy to work for a set rate. The more qualifieshfgs will learn to work quickly in
vacant houses so they can start on their nextgotdsnake more money.

Flooring:

Carpet is also bid out using tax-assessed data.CHni easily be found without
measuring every carpeted room in the house by siogethe local county assessor’s
website, or other websites like Zillow.com. Carigetold and bid in yards, with a certain
percentage built in for waste. My project managene up with this number, which is
also based on the square footage of the housendfthat | can get an appropriate
estimate by averaging out three or four jobs, basetheir respective square feet. In
most houses, the square footage of the bathroodkitwhen (which are usually not
carpeted) is proportional to the carpeted portibthe house. This noncarpeted:carpeted

ratio is used in the formula as compensation ferektra add-on, which is waste.
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For tile and hardwood, | always take exact measangsn With these more expensive

treatments, accuracy is necessary, as an extfageaf material could get costly.

Demo and Garbage

This is an estimate of how much it costs to emptpase and haul the refuse off to the
landfill. Abandoned houses must be emptied comiyletdis can become costly, so it's
always important to accurately estimate this inryiaitial bid. This estimate is based on
what will fit in a typical 30 yard roll-off contaer. It includes an average cost of the

container plus labor to fill the unit.

Evictions:

Evictions are complicated to bid out. There are ymampanies that conduct evictions,
but it can get costly. If you have a crew workipgrhaps you can ask for their help.
Remember, in Colorado you only have two hours laytacomplete an eviction, so your
bid should be limited to that timeframe. Keep imthiyour local laws regarding

evictions, procedures and how to deal with waste.

Most of our local jurisdictions allow two hoursnwove the entire contents of a house
into a public area, usually the front yard. Unfoidtely the law is very vague. Even
though the eviction officer may require you to ledke contents of the house on the front
lawn for 48 hours, the city may fine you for havigarbage in your yard the very next

day. Just be prepared for anything.
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Final Clean:

Based on the size of the house, | typically bidaioraverage-size house. This is based on
what a cleaning company would charge for a typtoalstruction clean. It's different
because commonly everything is new—paint, floorindures, windows. It takes the
same amount of time as a good clean, but the adleank spend much more time

dusting, removing stickers, and removing hidderbgge.

Inside Walls and Doors:

This is the basic condition of the interior. Are tvalls still standing? Are there holes in
the walls? These holes can be as simple as attoohed doorknob or a hole from
someone’s foot. Either way, you must repair theam& painters are very good at
repairs, although they’ll probably charge you tgfiat. Try to find a painter who doesn’t
charge too much for your average house and keegd#ilg good repairman for your

high-end houses or complicated jobs like matchimg or an unusual texture.

Lights:

A simple count of lights is sufficient. | usuallpy contractors a nominal fee for
replacing common light fixtures. If the price pgam is fair, I'll usually have them
include the occasional decorative dining room figtthat requires assembly or replacing

a faulty light switch.
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Kitchen:
This is a base count for multiple kitchen taskghwie exception of flooring, which is

included in the flooring bid.

My project manager is continually getting bids eemgthing, including items | might not
even want to complete on a particular job. Why?sRick difficult to get in a timely
manner. Good contractors are too busy workingtfle, and have weeks of work ahead
of them. Would you waste time giving free bidsaluywere two months out and still had

people calling you for work? Probably not.

If you know the prices certain contractors chargenfprevious bids and previous work,
you can hire and schedule them to do a job withauing to take the time to get

additional bids.

Usually contractors that are too busy to give tyrietls, are too busy for a reason.
They're good at what they do. Be aware of the duaime, and money rule. The goal of
a good project manager is to get the best work flamthe best price within a certain

time frame.

One project | had illustrates two important lessdmsd a job that was delayed for about

two weeks until | took possession of the houses Tileant that | had the usual three

weeks to get the job done, plus the two weeks utdibk possession of the property for a
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total of five weeks. | knew | was going to instgianite countertops in the house, but my

regular installer, who was a friend, had recentlgged away.

My project manager went to work to get bids to fandew contractor to do the job. He
called five companies for bids. Two of the comparsaid they were booked for the next
eight weeks, so | didn't even bother to get bigsrifithem. The other three bids trickled
in. The first bid came in only ten days after thigioal call, and the last two bids came in
about ten days after the entire job was compledetia@ house sold. This does not make

for good productivity or profitability.

In my case, | chose a second alternative, whicblugad hiring a sub-par contractor | had
worked with in the past. | don’t usually recommehis approach, but the issue with this
contractor had not been the quality of his work, father the extra time he took to
complete the jobs. | gave the slower contractoruweeks to complete a job that should
have taken three to four days. | was able to gatihithe house to start the work a week

before | closed.

| knew this wouldn’t be a problem, and based onexyyerience, the contractor wouldn’t
begin on time anyhow. If you look at the timeliadter the contractor’s two-week
deadline, there were still two more weeks of otherk left to be done on the house.
Essentially, | had four weeks for the contractofinesh the job. The plan worked out

perfectly in this case because there was no oed@ldo the job. And, even though it did
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take the contractor four weeks to complete a fayjdb, everything was completed on

time in the end.

It takes foresight to be able to see how each iddal job will fit together in the end.
Knowing and understanding how each job will be ctatgal, including what labor is
involved and how individual contractors will penfiorare keys to quality project

management.

Keep in mind that full-service contractors usualhst more than other contractors. In
addition, because they want all of your work, tdew’t always work well with other
contractors. Be cautious when hiring new contractdhey not only cost more, but

another contractor may have to complete somethong yew contractor doesn't finish.

| have a great window company. The owner knows nuelizes me because | pay
immediately. In return, | always receive excellsatvice. There are some instances
where | have a small crew of workers do some ofthli®ontractor jobs. This is because
they’ll always do more work for the same moneyhdyt have the opportunity. | don’t use
them all the time, for several reasons. Althoughamgw can do a lot of specialty items,
when they install granite tile counters, for examphey don’t always install them the
right way. And they take three days longer to ihstandows than my favorite window
company. And if | were to let them do any complechelectrical work, they’'d probably

burn the house down.
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With this in mind, you might need to hire a cargernb do the preliminary work. This
might mean replacing rotten windowsills, before Whedow company can install the

new windows. But instead of hiring two companiesiéathe job, | have my small crew

do it. They can repair the wood, install new windpand trim if necessary. | not only
save money, but time as well because | won't havebrdinate with two different
contractors. Always keep in mind the big picture anope of the job. Sometimes the guy
who takes longer to do a job gets it done the sqpstkecause he’s already physically

onsite.

Contractors Who Work Together Work Faster and Smarter.

In the case above, my project manager chose toargeactors who had not always done
a good job to fill the gap in a job where only adaig skills were required. My take-
home point is that it's necessary to choose youatractors carefully for each job, based

on their skills, availability, cost, and the qugldf their work.

This keeps my project manager ahead of the gama whkemes to making quick
decisions. He’s compiled that information into dad@ase with the average price for
almost every item that | have ever completed oouwsé. I've made up a spreadsheet that
calculates bids automatically based on the quaatityems and square feet as well as the

going rate for interior paint and exterior paint.

The bid spreadsheet is helpful for several reasons:

1. It's an accurate and simple-to-use tool for bgdbut remodel jobs;
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2. It gives contractors a straightforward systemirigoices by estimating job costs;

3. I can give the bid sheet to potential contractmr they know what I'm willing to pay
per for each aspect of a remodel;

4. It provides a straightforward basis for repaists across different houses, so when a
house repair costs twice that of another housedérstand why. Thus, | can compare

apples to apples.

The attached spreadsheet is made up of informétiercompiled from years of work on
hundreds of houses. Although it works well, it's perfect. Therefore, you'll need to
modify the costs for custom and high-end homehkpalgh the basic costs are similar for

every house.

How the Spreadsheet Works and Common Questions

To maintain consistency in all of my homes, | altradsvays have painters paint the
entire house with three colors. This means theéngmilare white, the walls are off-white,
and the trim and doors are gloss white. | havedveales of carpet: regular realtor beige,

rental darker color; and higher quality carpetée osly for high-end homes.

The spreadsheet recognizes the paint and therealiorental carpet only. Therefore, if

I’'m working on a high-end home, | have to modife ttosts. As | mentioned earlier, |

always use county records for the finished squastafje of a house.
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I've never had an issue with paying painters usivegbid sheet, as it's consistent and
works out fairly for both of us. The price on thd Bheet for paint is the exact price the
painters receive for the job. At some houses, #ieters need to do a little more prep
work, such as patching holes or painting wooderrslatite. Conversely, on other
homes the work is substantially less, but | alwagsg painters the same rate per square

foot for every house.

The carpet price on the sheet is a close estinztedoon my experience. Typically,
carpeting is measured by the square yard. Oveydiess, my project manager has been
able to calculate a price per square foot. Thisepis based on the same finished square
footage used for paint. Many customers have as&edthis works. Simply, all carpet
installers account for some amount of waste, wigabughly ten percent per job. This is
also roughly the area in kitchens and baths thadllysdo not require carpet. This
assumption is fairly accurate and, as a resultbitys accurate to within $100 of the

actual costs.

Other items on the sheet were calculated with &t df my contractors. | sit down with
all of my installers and discuss prices and ratearoannual basis. Usually prices
increase, but occasionally, prices have decre&¥bdn housing prices start to drop, so
does the cost of labor to paint and refinish hamhiviboors. When material costs
fluctuate, my costs follow suit. For example, tmeg of concrete almost doubled two
years ago. As a result, my cost to replace conatetewent up. Conversely, when

concrete prices decreased, so did my costs.
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To keep on top of the market, I'll randomly comparg contractors’ prices against other
contractors’ rates to make sure my prices reflagtent conditions and to ensure I'm not
paying too much or too little for my contractorsosk. If you constantly pay your
contractors too little, they’ll eventually find ehwork. Therefore, by trying to achieve

the best/lowest price all the time may cost youennrthe end.

For example, when | hired new painters to painbask, their bid was less than my bid
sheet estimated for the job. | hired them, buhanend there were two problems. The
quality of their did not meet my expectations amelytwanted more money than their
original bid to satisfactorily complete the workhdly claimed that the “additional” work |
wanted was not in the initial bid. There’s no blagor pointing fingers in this case, just
be aware that you’ll always pay for the results want. In addition, be clear about your

expectations from the start.

Some other prices on the bid sheet are ballpankatds and others are what | actually
pay contractors. The advantages of using the adtsdre that | have some firm prices to
work with and bid out on my own. | also give my tractors a copy of the sheet to fill
out for themselves. Everything is out in the opetween me and the contractor;

therefore, the only surprises that | might encouate legitimate.

Before | begin a job, | ask the contractors if hany issues they can see that might

present a problem. If there are issues, such ds imaleed of major repair, or patching or
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plumbing issues that they encountered while teawirtga bathroom vanity, they'll let me
know immediately. Typically these aren’t problenesause | have a fifteen percent

contingency fund built into the bid, just in cabede issues do arise.

The bid spreadsheet also serves another importaation as a check and balance
system. Everybody makes mistakes once in a whiteake mistakes all the time, which
is what makes the spreadsheet so valuable. Formg&amy painter called my project
manager to verify the square footage of a housbtdined the square footage from

county records, which usually are accurate or ciwsrigh.

On this particular house, the painter asked ifcinenty records were correct. After taking
measurements myself, | found the county recorde wefact off by 800 square feet.
Apparently, the homeowner had put an addition ehibuse at some point and never
applied for permits; therefore, the county recomese never revised. On another
occasion, the carpet invoice came in about $500 myeestimate. Sure enough, the
owner went to the property and found the instdibst incorrectly measured the house. |

corrected the invoices in both cases.

No matter how you keep track of your bids, work elowork in progress, and invoices,
it's imperative to set up a system that checkdfités with any aspect of life, the more
variables you must juggle, the more likely you taretumble. Protect yourself by having
as few variables as possible and double and ey#a theck each of them by using the

bid spreadsheet.
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Once you've settled on a list of prices on your pwhether you make a spreadsheet or
not, you will begin to understand pricing in youarket. Good project managers are
constantly checking the market to see what's oertetland where prices are today. For
example, | know what roofs cost in my market, aadeha great roofer who shows up
every time | have a job, and returns calls the sdayel call him. This is invaluable, and
although | have no intention of firing him or usiagother company, I'll occasionally get
a bid or two from competing companies. This is inigat because it keeps everybody

honest. It is always better to be ahead of the game
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Chapter 9:Permits, Mold and Other issues We’d LikeTo

Forget About But Can’t

Permits

Work permits are written permission from the cityconduct certain repairs on a home.
Cities require these permits for a few differersisens. There are two varying
philosophies on permits; each one is accurate citheeeds to have an accurate
assessment on the value of your house so theyagamt appropriately. If you have a
1,500-square-foot home with three bedrooms andotbrooms that’s worth $200,000,

you (as an investor) may want to expand your hamedrease the value.

In my market, for example, a homeowner or investmht choose to finish or complete
an unfinished basement. She may spend $25,00Q tavpumore bedrooms and one more
bathroom in the basement. This might increase ahge\vof the house from $200,000 to
$260,000. This is a $60,000 increase in the taxadllee of the house. If you don’t pull
permits from the city, they won’'t know you've inased the value of your home and they

won't be able to increase your taxes.

Another important reason for permits is the safetge. You can ask any experienced
investor or remodeling contractor about houseshhdtwork done them that was no up
to code. A good example of this is the house teatllaspen trees in the walls instead of
2x4s. Here's another example from my one experidneas renting one particular

house | bought. And during the middle of Januarhwutside temperatures in the
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middle teens, the tenants called complaining they kept turning the thermostat up but
they couldn’t get the heat up to a comfortable terafure. | sent out my HVAC company
to repair the furnace. The technician called usvalours later saying he found the

problem; there was no heating system in the housk. a

If the previous owners had obtained a permit téa@pthe furnace, an open file would
have existed noting the job did not have a finapection and was, therefore, incomplete.
County records should show what work permits haenhissued for each property.
Homes with additions either on the outside (sucheag rooms or porches) or on the
inside (such as the finishing of basements andhgdathrooms) are considered non-

conforming and illegal.

Although I adhere to the permit process wheneveesgary in my renovations, | have
never had issues selling homes | had bought thgtitrhiave had illegal additions done in
the past. My procedure is to check out everythmthe house before | sell it and correct

any issues that are (or could become) problems.

Here’s a another good piece of advice: Never ow&rtbe obvious; it's never obvious.
The experience with that house that didn’t haveradce taught me an important lesson:
Make sure you have a qualified inspector checkeaoch home BEFORE buying it.

Remember: Never overlook the obvious; it's neveriobs.
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Permits help to ensure our safety, but be awatehls can be time-consuming and
costly to acquire. Every building department hdfed@nt requirements and expectations.
And it’s up to you to figure out what you need. Somunicipalities require you to have a
permit to patch a even a small hole in drywall haligh that’s the written code,
homeowners and inspectors will typically overlotklihe code of certain towns states
that if you're replacing existing or damaged sawiof the building and not installing

anything new, you don’t need permits. This leavesimdiscretion to the homeowner.

In one house | bought for resale (despite the iegistertified furnace), the buyers
requested in the contract that | replace the fugrsanl do so with all the required permits.
| sent my regular, licensed contractor out to repléne furnace. The problem was that the
city inspector missed three appointments for thalfinspection. My contractor waited a
full day and a half for the inspector who didn’eavcall to cancel. Eventually, the
inspector arrived at the job site to verify thagething was fine. That inspector didn’t
seem to understand that everyone’s time is valualMeo do you think paid the
contractor for the twelve hours he spent waitingtiie inspector? | did, of course, which

was money out of my pocket.

While it's not advisable to overlook permits, cangf and cautiously consider the limits
of what you can and should do versus what you dasamdb should not do. Be aware of
the permit procedure in your city. Once you purehapermit, it is important that you

follow it to the letter.
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For example, an experienced general contractoowkmas refinishing a basement. He
had all the permits and hired high-end subcontradctocomplete the work. Inspectors
stopped by every two or three days. The electripidled the wires in the walls and the
plumber installed all the rough-ins. Unfortunatehge drywall was installed before the
electrical inspection. The inspector made the gdroemtractor remove all the finished
drywall to be sure he hadn’'t missed any electficablems lurking behind the walls. Call
it being safe, but | call it a huge expense. D&et'this happen to you. Always double-
check everything; always make sure you have clearamwriting to move on to the next

step.

Historic Districts and Covenant-Controlled Developnents

Many cities have areas designated as landmarkstorta districts. Other houses may be
in covenant-controlled developments. You must wefahwhen doing any remodeling or
work on houses in these districts or developmépending on the area and the council
that governs work on the homes in these areadinge for unapproved work can be
steep. Always get the local council’s or board’snpission before you do anything to one
of these houses. In some areas, you have to gatgseon for the type of shingles and
the color of the paint you use as well as the wiveland walkways you install. It's

never safe to assume that something is acceptabfdyways ask first.

Here’s an example involving a house in a redevekagrarea of a historic district. | did
my usual work on the interior, including paintirmgrpeting, refinishing the hardwood,

installing tile in the bathrooms, and so forth. Wiedows were old, nonfunctioning,
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wooden single pane windows. The owner chose tacephem with energy-efficient,
double pane windows, of the same style, but madengf, not wood. | chose these
because of the cost difference; they were abouttiieve percent less than the wood
windows. Another factor favoring the vinyl windowss that all the surrounding houses

had the same style and type of vinyl windows.

It made sense until the hardwood floor refinisteiéed my project manager the morning
after the window installation. It seems the daystalled the new windows, a concerned
citizen called the city to tell them about my wo#kcity inspector passed by and placed a
stop work order on the front of the house. Thatmhéaat | couldn’t work on the house
until 1 resolved the issue with the city. The aityuld have fined me a maximum of
$20,000 for installing the wrong windows. You dd m@nt to be in this situation and

neither did I.

Although the owners were out the cost of the nemdaws, the city relented on the fine.
Fortunately, the project manager had the foresmhtve the window company carefully

store the old windows in the cellar, which theyldoeinstall, if necessary.

Cutting Corners
Be aware that there are smart ways to cut cormersheere are also less acceptable or
dangerous ways to cut corners. Your goal is to tstdied the difference. The following

are examples of acceptable ways to cut cornesnmodels:
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Installing used, but high-quality working appliasa@ “scratch and dent”
appliances.

Reusing lumber from another job.

Having experienced contractors replace simple etatitems, such as changing
light fixtures, outlets, switches, and wall plates.

Having experienced contractors do simple plumbemglacements and repairs like
replacing sinks, faucets, leaky washers, and réimgjltoilets that continually
flush.

Caulking minor cracks in walls before painting.

Leaving some discretion to the buyers by not ifiatab doorbell or mailbox.
Replacing water-damaged walls and flooring aftpanmeng the cause of the

damage.

Here are some examples of unacceptable ways tmogrs:
Moving walls, doors, or windows. Leave this to grefessional, licensed
contractors.
Repairing gas leaks in the heating system, hotnegater, or stove.
Using duct tape for the repairs.
Covering poor or leaky repairs behind walls anahiiag over them.
Neglecting faulty hidden wiring and “pretendingldes not exist.”
Not disclosing any items in a sale that shouldiseldsed. It's cheaper in the long

run to just address these issues.
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Covering up any dangerous items such as mold witaiessional attention. If

you remediate, a professional remediation expedtmertify the work.

Mold, Meth, Radon, and Fire Damage

There are a growing number of distressed houseeimarketplace that have issues that
might turn off potential buyers. You can treatdlthese issues, albeit with varying
levels of success. Some house flippers have estt@blisuccessful careers by buying,
fixing and selling these types of homes. If you lang sell one of these homes, you must
disclose these issues in your listing. By law, gan’t hide, conceal, or forget to mention
these items in your listing. If you're unsure, ck&dth your local realtor about

disclosure laws in your state.

In my experience, mold can be one of the easisgessto remediate. It's important to
understand the need to follow through and make woue houses are safe and free of
mold. Even in cases where you aren't at faultyeslat can be a long and drawn-out
process, which can cost you money needlessly. Aghgou can easily remediate mold,

you must disclose it to the potential buyers.

In every home where I've encountered mold issuabydys take the necessary steps to
remediate the problem. Here’s the procedure Ivallo
Call a certified mold remediation company.

Have the technician diagnose the cause of the mold
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The remediation company will then collect sampled send them to a laboratory
for mold analysis.

Based on the laboratory results, the remediatiompamy will prescribe the scope
of work needed.

Their crew or yours does the specified work.

They collect additional samples to confirm whettiher mold has been remediated
in the areas of concern.

If the additional samples are negative for molé, ttmediation company will

certify that the house is acceptable.

Overall, this is a somewhat drawn-out processablgast it's a relatively inexpensive

one.

Radon, like mold is easily corrected. Radon islartess, odorless, gas known to cause
lung cancer over extended periods of time. Sinegigts in the ground, and it's heavier
than air, it's found primarily in basements. Thare inexpensive test kits available that
test for the levels and will let buyers know if tteglon concentrations are above

acceptable levels, which would require remediation.

Radon remediation simply involves increasing tlhieeachange of a house. As with mold,

there are certified companies who specialize immag@mediation. They will take very

accurate samples in the affected area, measunedber air volume, and calculate the
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proper indoor air exchange rate necessary to Itheeradon concentration to an

acceptable level. Like mold remediation, radon réiai@n can be easily completed.

Crystal Methamphetamine (Meth) houses and houdisfing damage can be
remediated/repaired in similar ways. I've had lediexposure to these types of houses
for one reason: | don't like them. Remediationtedde homes can be extremely costly
and time-consuming. Although some folks make gooaey by repairing and reselling
these types of houses, | prefer remodeling whabikbest, everyday rundown and ugly

houses.

I've had limited experience with houses with finghge. In the homes that just had
some damage from small kitchen fires from the stomglacing the stove and repainting
the kitchen was all that was necessary. Other Isolusave dealt with had full-blown
fires that had to be extinguished by the fire depant. The major problem in these
homes is the smell of smoke that permeates evecgmf wood and anything porous. In
these homes, | gutted the entire house down tbrah@ng. Once gutted, all the framing,
charred or not, is painted with two coats of segtaimer to seal out the smoke odor.
Then | completely rebuild the house. This is thmesavork as new construction, except

you don’t have to pour a foundation.

| once bought a house that was nearly destroyedflvg that was started by a kerosene

heater. The insurance company completely coveredeitonstruction work, so | was
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able to hire a Fire and Flood restoration compamgbuild the house. As | mentioned

before, | don’t specialize in these types of rentiodegorojects.

My project manager conducted weekly inspectioniagare that everything was repaired
to code using the recommended repairs for houseagked by fires. The finished house
was fantastic and almost everything looked like nBecause | was putting the house on
the market, | painted it using my typical threeecddcheme. The restoration company

originally had painted the house all white; a cdlat | know doesn’t show well.

Two weeks after the second paint job on the howecempleted, my Project Manager
stopped by for a routine inspection. The first ¢hive noticed when he opened the front
was a slight, but noticeable odor of smoke. In g¥euse I've worked on with fire
damage, the smell of smoke remained. There magterhways to restore these houses,
but I've often been unsuccessful in my effortsampletely remediate the fire damage.

My recommendation is to avoid these types of homes.

Meth houses are houses that once held a meth@seThouses, which | avoid, need a
combination of repairs requiring testing from a gmment agency, as well as major
reconstruction. Like the homes with fire damagethn®uses must be gutted down to the
framing and rebuilt. The length of time the builglihoused a meth lab and the level of
contamination will dictate the level of repairs.n®house flippers make a good living

off these houses. | know of a local contractor ynarea who makes millions buying,

fixing, and selling these houses because most patpl't want to deal with the issues
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involved. In short, issues with houses and disclEsboth need to be dealt with properly.
However, these house are manageable and profitalda’re careful and conscious

about how you remediate them.

Take for example, one specific house | boughthiaatmold issues. The mold
remediation company that took the samples det#iedvork necessary to remediate and
make the house safe again. They offered me twaekpl could do the work or they
could do it. Their bid to complete the job was he&B8,800. | had one of my contractors
rent the proper equipment, and do the same worle$srthan $800. The work was the
same, the results were the same and | was abévéd$8,000 on the job. As a project
manager and real estate flipper, you should lookhese cost-saving opportunities,
where you can take advantage of a bad situatiturmoit around and make a profit using

your skills and knowledge.

Theft

Over the years, I've had relatively little theftrmy houses. I've had a minimal amount of
vandalism and a few natural disasters relatedeaertbchanics of a house. | do my best to
keep my houses secured, but occasionally my caoteawill call to report that their

tools had been stolen. Although this isn’t alwayes ¢ase, many of the thefts of

contractor’s tools were committed by one that patér contractor's employees.

The best defense against any problems with a hewgstting to know the neighbors.

And as I've mentioned there two types of neighbdtrgse who care and those who

142



don’t. In almost any neighborhood you’ll find nelgrs who care about what’s going on

and you'll find neighbors who basically stay toriselves.

Look for neighbors who are interested in their hbrrhoods. You'll see them even in
dead of winter outside their houses, trying towbat’s going on across the street. They
might be shoveling their walks, fussing with gama&gns, or cutting their lawns. Go
meet them, give them your business card or phon#au Let them know your plans.
Tell them how you’re going to be creating a lithest for a few weeks, but your
intentions are good and you're trying to improve tieighborhood. Urge them to call you

if they see anything suspicious like someone tryingreak in or vandalize the property,.

They can’t call you if they don’t know who to callven though banks always leave a
clear notice on the front door with emergency conitaformation, I've found that just
meeting one or two neighbors and giving them yaumber is much more effective than
a notice on the front door. Most people wouldrskrgoing up to the front door of a
house that's being robbed just to get your numingtrthey just might call you from the

safety of their own homes, if they had that infotima

All this can help you keep your investment safe smaind and let you if there’s anything
wrong. Getting to know your neighbors might als¢phgu get that house sold to the
neighbors’ daughter who’s moving back to the aea single mom, or to a friend of the

neighbor who wants to move closer. If your intensi@re good, it can only help you.
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Evictions

If you own or manage rental properties or buy flo®ares, eventually there will come a
time when you have to carry out an eviction on@prty. Evictions are defined as a
government-enforced removal of non-paying or nom@woccupied houses. Eviction

laws differ by state and by county, but the genpratess is typically similar.

The process in my area starts when a written nghiceided by the state or your
attorney, is hand-delivered or served to the atlqugaty. In my area, | can post the notice
on the front door or ring the doorbell and han ithe addressee. This is also a great
technique for finding out whether a property isuadiy vacant or occupied. If someone is

living at the property, they will remove the notitweavoid so the neighbors won't see it.

The notice will have demands written on it. My ©etis a “Three Day Notice to Quit.”
This means that the parties on the property haee ttiays to vacate the property. If they
are non-paying renters, they have three days th ecgt with any late payments, plus late
fees, and a posting fee. If this does not resdleadsue, you must continue to the next

step, which is taking them to court.

Once the notice has expired and the occupantsri@vwaoved out, | send a copy of the
notice to my attorney, who will then schedule artdate using the notice. You can
avoid the expense of using an attorney and go dowime courthouse and file this

yourself, although you’ll have to pay for court $ee
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Once the court date is set, the sheriff's departrtieraccordance with the court system)
will send a subpoena to the occupants with the aladietime. At the court date, the judge
will rule on the case, stating that the occupanistrmove out by a specific date. At this

point, the sheriff's department schedules the w@iieviction.

A company that performs evictions, you, or your kavs then meet at the property on the
specific date and time accompanied by your locatifhYou enter the property, change

the locks, and deposit the occupants’ possesstdhs aurb.

Evictions can be an expensive and drawn-out protgssseen the court system and the
sheriff's office backed up for over three weeksefdis nothing more frustrating than
having people living illegally in one of your hogsehile you pay all the bills including
the water bill, the power bill, and all the othditity bills. An eviction is worse than
having a vacant house that’'s on the market for oefir sale, because you aren’t being

paid for the use of your house.

There are three kinds of people you will meet whemn get to the stage of eviction:
professional squatters, honest people with realdhaps, and people in denial. By far, the
people with hardships are the easiest to deal Wiiby're the tenants who care about

themselves and their families and try to do thatrtbing.

One house | bought in foreclosure had a familyoof fiving in it. On the day they

received the eviction notice, they called my prbjeanager asking what was going to
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happen. Their first concern was their children’dlsgeing. They also wanted to know
how | would proceed. They wanted to make sure &dlavith them professionally and
that their private affairs would remain privaten& this was not an issue for us, this was
not a problem. | scheduled the court date, andaihelays before the court date gave this
family enough time to move out. | canceled the tdate, then took possession of the

property in a peaceful manner.

A similar situation occurred in another house.His tase, a younger couple with children
divorced, and the wife couldn’t afford the mortggggments on her salary alone. My
project manager explained the situation and esdngjave her the same options. He
gave her until the court date to move out of thapprty. In this case, my project
manager, in a moment of weakness and becauseibedakthe was being honest. did

not schedule a court date.

He was sure she was telling the truth and he wantsdve me $200 on the attorney’s
fees. Maybe she was telling the truth, but two vegdater, she showed no signs of
moving. She was in denial. At that point, | follaaviarough with the eviction, but | lost

time and money in the process.

The last and worst eviction scenario involves ssienal squatters, who can give you
the biggest headaches and cost you the most mbmewge property | managed, the
tenant always had an excuse for not paying his Eqgerience has taught me to post the

eviction notice first, and then talk to the tenaiftse tenant called the same day | posted
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the notice—they always do—and said he’d catch egddte payments and rent by the

end of the three days.

After three days without payment, my project mamagded the tenant to describe in
brief, the eviction process, saying that afterwleekend, the sheriff would be out to
enforce the law and evict him. At this point, tkadnt countered that with the current
back up in the courts it would be another two wds®re we could get a court date and
probably another three weeks before the sheriffdcplysically evict him. Oh, and by
the way, the tenant also informed us that in tbisnty, the sheriff always left a courtesy
notice two days before the actual eviction. Do tfaok this tenant might have been

through the eviction process before?

One month after | finally evicted this tenant, ¢@eved a call from another local landlord.
It seems that a month earlier, the landlord helpesle in a new tenant during a desperate
attempt to get one of his vacant rentals occugitd.landlord helped this tenant move all
his belonging, including a big screen televisianoihis rental during the middle of the
night. This tenant said he was the victim of a indgrand unfair landlord (me) who had
just thrown him out. Now this landlord was callimg, for advice. The tenant was going
through the same exact routine with this landladduse he was a professional squatter.
Make sure you have safeguards in place to pretenfrom happening to you. If it does,

don’t waste a minute; start the eviction processadiately.
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For example, | bought a foreclosed home. The pusvawner, still living in the house,
was well versed on the legality of the foreclosumecess and the eviction process. He,
too, was an expert at abusing the system. He cdethtid staying in the house until the
sheriff physically removed him. The day before ¢hection, he was boasting that he had
lived in the house for eighteen months and twemg-gdays, without spending a single
penny. The water and gas meters were both lockedn@npower company had removed
the electric meter—their last defense against #sdike him. He had put sixpenny nails
in the meter box in place of the meter, ran eledtaaters, and a simple garden hose from
his outside spigot to the neighbor’s spigot andpiad his house with all the water he
needed. Somehow he convinced the neighbors tanetibr this. The result was a lot of
free living. Can you believe that when | showedhgpwas belligerent and felt the courts
and the sheriff were wrong in evicting him? Therghbad to physically remove him

from the house.

If you run into situations like this, be aware thi#se types of people feel wronged and
you might have issues even after you take possessithe property. Months after |

remodeled the house and had it on the market,tireged to have issues with vandalism
to the property, including broken windows even tjloit was a good neighborhood with
a low crime rate. | was never able to confirm wiandalized the property, although the

previous tenant was living just four houses away.
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Whichever way you choose to handle your evictiahgays follow through and do every
single step required under local laws. In the &md,will result in the fewest headaches,

guickest possession of your property, and leastresgto you.
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Chapter 10: Working Together with your Contractors

Synergy among Contractors

A good project manager has many responsibilitiesh Al the obvious tasks of
coordinating the daily routine work, troubleshogtproblems, and making sure
everything is running smoothly, a project managasimake sure that workers are
working together. When contractors don’t work téget jobs will typically take longer
and cost you more money to complete. And a sitodiie this will cause you more

aggravation and headaches than you already have.

Contractors are people, too. As with all businesses role of the project manager is to
provide a safe, comfortable work environment faitltcontractors and to make sure their
contractors are working together. If they’re nagguction will stop. When working with
contractors, it's important to understand the ctbrs’ expectations and needs. A good

project manager will work through issues with caantors by any viable means.

The number one rule of remodeling is to GET IT DONEe best way to begin the
remodeling process is through meticulous orgaramaty ou should know exactly what
needs to get done and in what order, while managpog contractors and letting them

know your expectations.

Contractors typically are individuals who have dmosa career path of self-employment.

At one end, you have the skilled laborer who dersaod dollar and gets it because he’s
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very qualified. On the other end, the semi-qualifce even unskilled laborer might know
some aspects of the job, but not much more. Whatbe# skill levels, they all have
decided to work for themselves. Some can handla¢saonsibility while others are self-

employed because they're unable to hold a job wgrkor someone else.

I've had great success with all types of contragtbut they require different levels and
styles of management because they all work diftereim my business, there are
typically three distinct types of contractors:

1. Contractors who like to run their own crewl &age one or two guys working with
them all the time. They typically work on only ocoetwo jobs at a time.

2. The general contractor who often has several gblalifferent sizes going on at one
time.

3. Contractors or handymen who work alone.

I've had great success with the first type of cacttor. Their smaller crews are the easiest
to train and their work fits my needs better. Wihiie lead contractor works on the more
complicated aspects of the job like the plumbind alectrical, the other helpers can be
cleaning out the house, prepping for paint andtpagnand doing the simple tasks with

supervision.

It's a straight job and, since there’s constanesugion and one person running the
show, everything gets done the way | want on tfs fiy. | usually choose this type of

contractor for most of my houses. They are, bytfag,most reliable contractors who
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require the least amount of on-site management.tAegire usually competitive in their
prices because they companies are small. Theyerdriam team for my project

manager.

The general contractor crews have a few problemisaile manageable, but overall, they
don’t lend themselves to being practical for theestor or project manager. They work
under a similar business model as my project managey manage jobs and use
subcontractors to do most or all of the work. Aubaially, general contractors typically
have many jobs going at once and they work witb@ pf subcontractors they call when

needed.

The general contractor, by the nature of his bissinean’t be at one job all the time.
Therefore, he must resort to using trusted subaotdrs who may or may not know your
specific expectations. Typically when I've used gah contractors, the jobs take longer
to complete and the work isn’t that much bettenttiee work done by my smaller crews.
The bottom line is that general contractors costenmaoney due to the extra time and

management they require.

One-man shows are an effective way to handle speeihodels and rentals. They are,
by far, the most economical way to get your smatlbs done. The skillful contractor |
use can fix most any repair on a house. | usekiis #1 a specific way on certain
remodeling jobs. | prefer to use my two- and thmemmber crews for most jobs, but

when I'm busy, | call in a second crew to complbie work. | have painters who paint
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well at a competitive price, but that's all theyado. | have carpenters who can trim, but
they won't paint what they install. And | have floguys who can install hardwood, trim
and thresholds, but can’t cut a door down so ihgmenoothly. My goal is to use these

talents efficiently and effectively.

Using the Right Contractor for the Right Job

| once owned a rental home that was in good shapd,needed just a little work done to
fix it up so I could rent it. The kitchen countgysy which were badly worn and dated,
needed replacing. In addition, the disposal, sauicét, and new toilet all needed to be
replaced. Therefore, | hired my tile installerite bver the existing countertop because
tile is higher quality than prefabricated countprtim addition, it cost less to install tile
rather than tearing out the old countertop andilhisy a prefabricated countertop. It was
a perfect match because although the contractoitdike to do tile, he was happy to

complete the other items, including touching upghmt in the kitchen.

In this case, had | sent a small crew to do theifakould have cost me more money, and
| would have had to pull them from the house theyenalready working on for several
days. In addition, the house my crew was originaiyking on would have taken longer
to complete before it was ready for the market,ciwhwould have ultimately cost me

more money in holding costs.
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Mismatched Contractors

It didn’t take me long to realize that the easges most common mistake in hiring
contractors is the inability to match up contrastiar work together on the same project.
I've made this mistake, which is a problem for padjmanagers because they can't be
everywhere all the time. A good project manageukhknow the day-to-day progress of
each job, but it's impossible to expect a manag&nbw what's happening with the
workers all the time. Therefore, you must use yosight to be aware of potential

squabbles that could cost you money.

For example, an owner who was remodeling a remtgdegyty, who was managing the job
himself, chose to use a small crew to do someeftrk and subcontractors for the
balance. The contractor running the small crewnofterked by himself or with the help
of a few employees, but usually without anyone botig him. The owner asked a
painter friend to paint house. It didn’t take loagpout five minutes, before the two
contractors started having their differences. Qmnewas in the other’'s way; one didn’t
like the other’'s music, but most of all, their gisibphies didn’t match. They simply

couldn’t work together. And they didn't.

The owner was managing and checking the jobsiteyalay. The problem was that he
couldn’t be onsite all the time. He didn’t realtbe seriousness of the conflict until
nearly two weeks into the project. Nothing wasiggttione. Every evening he talked to
both contractors who said they would be there gadynext morning. The next morning,

the small crew of contractors would arrive and begork, and then the painter would
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show up. The painter would leave because he refiosedrk with the other contractors
while they were working on the house. He didn’t widy@m to screw up the paint. The
contractor, thinking the painter would return and io a full day, would pack up and
leave for the day. Whether they had other work mratevant; nothing was done on that
job. The two couldn’t get along and the owner ghlprice because the job took three

times as long as it should have.

A project manager needs to know and understangdebple he’s working with. Like an
orchestra conductor, the project manager needsike isure all the contractors are
working together in harmony to get the job doneoldi have contractors who do not or

cannot work together, you have a problem.

Dealing with Sub-par Contractors

Contractors often have a mind of their own, espigorhen it comes to the way they
complete jobs. Some contractors put in tile betbeecabinets, and other like to install
the tile last. Some make a big mess, while othergantinuously cleaning and sweeping

to keep the job site orderly and neat.

When | first started my company, | tried to saverg\dollar that | could, squeezing every
penny out of jobs. | was able to find a paint ckemo would do some of the extra items
on a job including replacing of light fixtures arstalling and painting trim. These guys
were eager to work and they were willing to work donsiderably less than any other

gualified contractors. | liked their prices. Theids were half the cost of any other bids.
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However, there was a catch; their work was only &slgood as the work done by other

contractors.

Frankly, these guys were a disaster. They paintedything, including the new furnace
in one house. At another house, when they textiredvalls, they also placed texture on

the floors, cabinets, doors hinges, and even theaws.

Another example of sub-par contractors involvedearing service | used to do the final
cleaning of one of my houses. Unfortunately, thejgany only completed half the job
then left, but the owner sent us a bill for the lehjob. In addition, the crew refused to
clean up after the mess the sub-par painter méidked to the painters, explained the
problem and said they needed to clean up afterdbkms. As it worked out, | hired the

painters to do the final cleaning.

This solved the problems. The painters cleanedheip 6wn mess and did the final
cleaning. And it saved me time because | didn'tehtavwait for the painters to finish to
call the cleaners, and complete two walk-througipactions. It also cost less money to

have the painters do the cleaning rather than f@gsimnal cleaning service.

| saved a ton of money on many houses by havirggthelow-average painters doing
most of the work on these jobs. This worked finenfmst of the homes | bought and
sold, but it was not failsafe. There were many h®mbere the quality of their

workmanship was not good enough for the qualitthefhome. | didn’t even let these
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guys know | was remodeling an $800,000 home bediaeseworkmanship couldn’t

come close to the quality required for a higher-bache.

Occasionally, | had to fix-up the work these paisitgid. Originally, | was happy to put
in a little more time for each job to make sureythmintained the required quality for
each job. By using the sub-par painters, | wasngamioney on these houses, and the

work was adequate enough for my rentals and eatrgthomes.

But as | started making money, | began hiring high&lity contractors who needed less
management. Naturally, they cost me more. Theslslly a direct correlation between
how much supervision contractors need and theafdkeir services. Someone has to
manage. If you're not taking that responsibilitgiire paying the contractors to take care

of the management.

But when you have a good crew, do what you careepkhemThere are times when |
might elect to have my smaller crews do a smatierthough it might not make good
financial sense. Balance is an important elemeptaject management. In the
remodeling business, as in the real estate busine8sng is carved in stone. Deals often
fall through, are delayed, or happen so fast tbatmpight find yourself with a house
before you even know it. Therefore, it benefits goeatly to start working on your

projects as soon as possible. Time is Money.
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Having workers on-call is a difficult task, but teeare several ways to insure that you

will always have contractors ready to start a jobluding:
Have a list of trusted contractors who know you know you pay on time.
Keep your trusted contractors busy.
Stay in contact with contractors, even when busimeslow.
Be available and make sure your contractors knattiey’re important.
Have a list of contractors, even those you dorétnegularly. You might need
current phone numbers at the spur of the momewgiaufrun into a problem at a
job, or potential job, you'll want to get in toughth them as soon as possible. My
project manager keeps his cell phone full of pham@bers, just in case. This will
protect you when you get a call in the eveningherweekend and you need to
contact a contractor immediately. If the numbeanigour phone, you can address
the issue at once.
Keeping your trusted contractors busy. Contractdrs rely on you for work will
commit to completing your jobs first. However, thejght not always have
enough other work to pay their monthly bills. THegall you when it is slow to
see if you have any work for them. I've always fdunhelpful to have a B-list of
nonessential projects. The A-list projects arequty that | must finish. When one
of your good contractors calls you looking for woitkmight be a good time to
pull out your B-list, or pull out the tasks you'saved up for a rainy day. Once,
while waiting for a house to close, | had a crewmpa peeling fence around the

property of rental home. It needed to painted, awadly. Without that work, the
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contractor confided later, he would have movednatizer company and | would
have been back to square one looking for a newtipginontractor.

Stay in contact with your contractors. Even whesitess is slow, these guys like
to know what'’s going on. A simple phone call nolydkeeps you in touch with
what’s going on with your contractors, but it ldtem know that you care. They
don’t need to know that you care about getting askdixed up that you're
buying. They only need to know that they are imairto you. So keep them up
to speed with what’s going on with your business.

Be available and make sure your contractors knawttiey’re important. When
you have extraordinary contractors who take cangoaf it's important to take
care of them. After the last job they did for yathat did you do for them? When
they completed a remodel a week early, did youheln what a good job they
did for you or give them a bonus? Everyone wansstpe reinforcement. The
easiest way to lose good contractors is by notgmizong the stellar people doing
the work for you. You may be the brains of the agfien, but your workers
should be recognized for their hard work and efforte company | worked for
gave all their contractors a holiday or end-of-yemsh bonus. One December, the
owners told my human resource person to cut backl@axpenses. To save
money, the contractors each received a small b&xeoy fine” chocolate chip
cookies. Unfortunately, the cookies were not alighat year. In fact, the moral
of the contractors really suffered because theg'dréceive their usual bonus.
Years later, the contractors still talked about by were shortchanged by the

owners of that company. Any time my project mangmeshes to get a job done
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to meet a deadline, | remember the chocolate atogies episode. The moral of
the story is don’t screw your employees; you'reyas good and as effective as

your most disgruntled contractor or employee.

Mistakes

At one of the first houses where | experimentedh\weving a paint crew install tile, the
end result was that the kitchen was a mess. Thkemogrouted the beige tile with a
color called “Flooring Adhesive Gray.” Grout is tbement applied between the tiles to
fill in the gaps after the floor adhesive has drigdd flooring adhesive is the adhesive

used to glue the tile to the floor.

Instead of using a complementary grout color, dhis case, rather than using any grout
at all, the contractors used the gray flooring adreeas grout. Typically, beige and gray
do not match. The kitchen floor looked horrible. idaver, flooring adhesive is

extremely difficult to remove once it's dry.

How did | solve the issue? My project manager eat&ld possible repairs with the
contractor. The next day the grout was brown; nmerdect brown, but passable for that
particular house. Luckily, it all worked out. Mygect manager knew that if the tiling
wasn't perfect it wouldn’t affect the sale of theuse whatsoever, especially in that
neighborhood and at that price. In addition, thatealearned from his mistake and

never repeated it again.
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Keep up on your bills and make sure you always taak-up funds for your utility
expenses. Every utility company handles its billiiigerently, so it's your responsibility
to determine how it operates. For instance, themaas shut off in a house | was
preparing to rent. The painters working on the leanent down to the basement to turn
the water back on so they could clean their pairstes, but they couldn’t turn it on. The
painters called my project manager who went tacttyewater department with a certified

check and the water was turned back on. Everytivegfine for awhile.

The new tenants moved into the freshly paintedcamgeted house. All was well until
the first month’s water bill arrived for $589. Hdwad this happened? As it turns out, the
water company shut off the water at the streetthagainters opened a water valve in

the basement they thought went to house, and wbigaing happened, they left it open.

Actually that valve controlled a broken sprinkledwe box. A one-inch cracked water

line leaked underground for a month and 600,00@gslof water had literally gone

down the drain. | paid the bill, learned from thistake, and moved on. In this case, there
was no one to blame. It was an expensive lesstaato and it could have been avoided

if the water hadn’t been turned off in the firsagd. So pay your utility bills on time to
avoid a costly disconnection. The same goes for femants, so don'’t let them get

behind on their utilities either.
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Whose Fault Is It Anyway?

Without fail, there will always be project managemmissues with unfinished tasks,
missing items or items that are mysteriously brokémfortunately, these issues occur all
the time. A general contractor will spend a litiiere time at the jobs resolving these
issues when they occur. On the other hand, a gnojanager, who must juggle multiple

tasks, may have a more difficult time resolvingsthessues.

For example, a condominium | worked on was mora 20 miles from my office. This
made my job as manager a little more difficult,dese it required a half-day of travel to

check on the contractors’ progress. So | rareliyedsthe job site.

However, my project manager was employing new eatdrs to work along with my
regular contractors who had agreed to travel othiéaemote work site. They were
installing hardwood floors, new countertops, ameew dishwasher in the kitchen. The
carpenter installing the countertops and drywadidua temporary support to hold up the
countertop end over the dishwasher. After five ghoalls and three detailed email
messages, the contractor confirmed that everythagydone and the floors could be

installed.

The following week, the hardwood company instatleel floors that my project manager
described as “awesome.” The installers did a faictgsh. They not only installed the

hardwood up to the dishwasher, but around the teanppiece of plywood supporting
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the countertop as well. Unfortunately this temppiaece of wood extended three inches
into the middle of the kitchen floor. Once the temgyy piece was removed to install the
permanent end cap, there was a three-inch-by-artewvioid in the kitchen floor.

Unfortunately, repairing the floor required extemswork.

Although I had discussed this situation three tilmgphone and email, the contractor
failed to correct the issue before the hardwoodrflostallation. Unfortunately, the
contractor’s lack of responsibility cost us morenayp and ended up taking a week longer

to complete than it should have.

A day later, the contractor sent us a bill for sheddy and incomplete work. His bill was
similar to that of an experienced contractor wha weeticulous and completed jobs
correctly. This resulted in a difficult project fore to complete because | had to hire
another contractor to not only finish the job, blso fix the work of the incompetent
contractor. The bill for the repairs was nearlyragch as the original carpenter’s bill.
Even though | fired the carpenter (for good reasbhad to decide how much to pay him
for his inadequate work. This situation leads martother story, which involves a court

appearance.

A local investor who owned rental properties reedia call on a Saturday that the hot
water heater burst and water was leaking all dveibasement of one of his houses. To
correct this, the investor called a plumber to netbee problem. The plumber went to the

house, replaced the hot water heater, and seiat loillton Monday. The plumber’s bill

163



was four times as much as the bill for job doingmythe regular work week; the
investor was outraged and took the plumber to célistcase was that he wasn’t going to
pay for the work because it amounted to robberg jlidge asked the investor if the
plumber had completed the job per his request.0Ofse, the answer was yes. The judge

told the investor that he had no other choice tbamle in favor of the plumber.

It was not a black and white issue. If the investas suing for partial payment, he might
have had a case, but since the charge of robbesyimfaunded, the judge had to rule in
favor of the plumber. In the eyes of the court, keps are entitled to payment. The only

guestion is: How much?

In the case of the contractor who made numeroutakas, | don’t believe that a court
would have upheld my position if | didn’t pay thentractor at all. There was also no
possible way | would (or should) have paid himuft for an inadequate and incomplete
work product. My project manager deducted the obste work that was not completed
from the carpenter’s bill and settled on paying hiatf. Neither the carpenter nor my
project manager was satisfied, but | was able teerforward and learn from the

unfortunate experience.

Although the carpenter’'s mistakes were clear andloois to us, | wanted to learn and
improve from this experience. How could | have ngeththe project differently? |
should have questioned everything the contracthrahd made sure he could explain his

work. Looking back, there were signs of incompegemacluding this master carpenter’'s
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boasting that he had been in business for ovey Y@ars. Should | have wondered why a
successful carpenter who had been working for toréy years needed my work? Yes.
And that should have been my first red flag. Theeee other signs of his shoddy

workmanship that | should have recognized a well.

Based on this experience, my advice is that if ganit be on-site to adequately manage
your project, then hire someone who can, or sle@pttoject down. Often, it will be less
expensive to complete a project on a slightly lortigeeframe (e.g., an additional two-

three weeks), than to rush through the projectrekdhaving to do the work twice.

The previous example is definitely a worst-casenade, but it does emphasize that
errors in construction are all too common. It takesexperienced project manager to
understand the difference between incorrect woak ¢an be overlooked and incorrect

work that needs to be corrected.

For example, you're preparing to put on the manketiree days and the work is being
completed by four different crews working at thb pite simultaneously. Scary. At this
job site, the window company just finished instailiall new double pane windows with
screens, while another crew was finishing the letcivork, and another crew was
installing the carpeting. The roofing company jdslivered twenty-six squares of
shingles on the roof of the house while the pampainted trim around the exterior of the

new windows.
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With all this happening anything could go wrong afign does. For example, a tear
appears in a new window screen; the new carpegigdirty because everyone is
walking all over it; the windows are left open ovight because the hardwood floor seal
is drying (which introduces a security risk, andraased cost of heat); or the caulking

somehow ends up on the new carpeting when thegkitatstallers walk on it.

All of these problems are controllable items tiat project manager must decide how to
handle. One way to do it is to take the time to plate and finish each large task. This
decision will add two to three weeks to the projgoeline. The second alternative is to
manage all the large tasks and deal with all theds that come with them. That means
have the kitchen installers clean up their mesdi@e the carpet installer clean the
carpeting, since they shouldn’t have been workinegd at the same time as the kitchen
installers. Pay the window company to fix the soreebroken window because you'll
never get anyone to admit they did it. Have yoeankrs come and vacuum and secure
the property. Have one person who's working ajabesite call you in the evening to

confirm that the house is locked and secure.

Remember you can’t be an effective project managdmmicro-manage at the same time.
Things will go wrong. Your goal is to minimize therger problems as they arise. When
your house is nearing its closing and you must nsakee repairs, always have a plan B
in mind in case your first plan fails. For examgidayers might not close on a property
that doesn’t have a working furnace. If | have &kye usually call my less expensive

contractor first. Because less expensive usualgnséess reliable and more
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management needed, I'll also call a second compHEmg.second company will deliver,
but at a higher price. | tell them | have a possdantract, and if needed, could they get a
furnace replaced by next week? This way if my Egsensive contractor doesn’t come

through, | can call the second company.

When buying or selling a house, there are alwagigeis you must resolve. On the buying

side, | always look at inspection items when negotg the sale price. | like houses that

require some work, enabling me to repair them nfiyaatd make a larger profit.
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Conclusion

Why Do Any Of This? | have my reasons for buying aelling houses. Where there’s a
profit to be made, every dollar you save is anagbillar in your pocket (minus taxes, of
course). What are your financial goals? Some peaogyht just be selling their houses in
a difficult market, in which case, the goal is éomnodel or fix a distressed home so it will

sell at a reasonable market value.

Far too often, distressed homes for sale are part estate. These situations can be good
deals when the beneficiaries of a large estatenjast to cash out. Often, I'll find houses
that are part of estates that the children nedéiquaate. Look for these types of
situations. If you have a house was part of anestansider how you can fix it up so

you can sell it for more money. Although the statssdiffer, with good project
management, you can usually double or even triarioney you put into a remodel,

thus doubling or tripling your profit.

There are also several different ways to inveséat estate. | know one house flipper
who is more of a dealer than an investor. This re¢lat he fixes and sells most of the
homes he buys. He only holds a very small portioih® homes he buys. These are the
ones he can't sell. He maximizes the cash he chorgiese homes through bank

mortgages and he uses that cash to flip more homes.

He sells a ton of houses every year and makesyageed living. On the flip side (no pun

intended), he must work every day. When he doegork, he doesn’t make money. To
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keep a big operation profitable, you have to béopnof everything. This takes work and

a lot of time.

| also know another real estate investor who algtusbn investor. He took the time to
acquire ten free-and-clear houses in good neigloaih This investor did not deal or
sell houses for cash profit. Instead, he focusseditme on buying good houses in good
neighborhoods and renting them to good tenantshé&groperties increased in value, he
would sell one to pay off another. After severadngeof careful investing, he owns all of

his homes.

This investor now lives off the income producediy/ free-and-clear homes. For extra
income, he has lines-of-credit or first-deed magtggaon the houses and loans that money
to real estate investors who do fix and flips. Hae to safely produce more income

from his wealth by owning these homes free and cléa spends most of his days

golfing and eating cheeseburgers.

Whatever your goal in real estate, the organizegept management techniques

described in this book will help you reach it fastad easier. Remember, every dollar

you save when fixing a house is another dollaraarypocket.
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