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Business Plan Blueprint for Your Startup Real Estate Business
About This Template:
This Business Plan Blueprint for real estate entrepreneurs consists of a series of questions and forms for you to answer and fill out. When you’ve properly researched and thought through your answers, you’ll remove the questions from the final draft and end up with a real, true-to-God business plan—something 99% of all real estate entrepreneurs don’t have.

You’ll notice that, like all business plans, it’s divided into several sections. Some of the questions in different sections may seem repetitive, but when you take the plan, you’ll see that things mentioned in one section are fleshed out in another.

This blueprint is for businesses that are just starting and have no significant history or financial track record. It was adapted from the Service Corps of Retired Executive’s startup business plan. If your real estate business has already been up and running for several years, we recommend that you download SCORE’s full business plan for established businesses at www.Score.org.

Be warned: there are some questions here that you probably haven’t thought of, and probably don’t know the answers to. You’ll have to research some of the data here. A good business plan can take several days or even weeks of thinking, data-collecting, and writing.

Why You Need a Business Plan:

If 99% of all real estate entrepreneurs don’t have a business plan, how important is it that you invest the time to create one?


Pretty darned important.


Here’s why:

1. Your business plan teaches you about your proposed business and your market in a way no course or bootcamp can. It reveals both strengths and flaws that must be overcome in your strategy. It makes you look at your competition and think about your customers. It forces you to question your assumptions. It’s a great exercise for clarifying what you’re doing and why.

2. Your business plan gives you a map with which to work—it’s like goal setting for your business. It’s an evolving document, in the sense that real-world experience may cause you to revise your predicted financials (hopefully upward!), and it allows you to track where you are compared to where you thought you’d be over time

3. Your business plan will create credibility with lenders and partners. Think about it—people with money are approached all the time by investors who want to use it. If you were such a person, would you rather invest your money with someone who just SWEARS they’ll pay you back, or someone with a well thought-out, well-researched business plan? That’s what I thought.

Having said this, I can confidently predict that only 1 out of 5 people reading this will bother to complete it. How do I know that? Because only 1 out of 5 people have the perseverance and determination to DO the real estate business. I can promise you that if this business plan looks like too much work, so will wholesaling, and retailing, and renting, and everything else you might choose to pursue in real estate.

How to Use This Business Plan Blueprint

Work through the sections in any order that you like, except for the Executive Summary, which should be done last. 
Skip any questions that do not apply to your type of business. 
When you are finished writing your first draft, you’ll have a collection of small essays on the various topics of the business plan. Then you’ll want to edit them into a smooth-flowing narrative.
When you’re happy with your new business plan, take it to a print shop and have it printed on a nice linen paper and bound with a clear cover and black back cover. Now it’s ready to be a great credibility piece for potential lenders, partners, sellers, and so on.

 I’ve attached a copy of my own business plan to give you a guide to what it’s supposed to end up like, but PLEASE, for the sake of your own experience, don’t just copy!
Now let’s get started.
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II. 
Executive Summary

Write this section last.
It should be two pages or fewer.

Include everything that you would cover in a five-minute interview.

Explain JUST the fundamentals of the proposed business:  What will your product be? Who will your customers be? Who are the owners? What do you think the future holds for your business and your industry?
Make it enthusiastic, professional, complete, and concise.

If applying for a loan, state clearly how much you want, precisely how you are going to use it, and how the money will make your business more profitable, thereby ensuring repayment.

III. General Company Description

This section summarizes some of the things you will get into more deeply later in the plan. It’s a quick description of what your company does, who it serves, and what your business philosophy is.
What business will you be in—wholesaling, retailing, rentals, more than one? What will you do?

Mission Statement: create a 2-3 line “mission statement” for your business. Make it compelling and concise and NOT about money or deals. You might say, “Our mission is to provide affordable housing for first-time homebuyers” or the like.
Vision Statement: This is a present-tense description of how you would LIKE your company to interact with its customers, employees, vendors, lenders etc using VALUES (like honesty fairness, education, capitalism, etc). In other words, it might say “Joe’s Investment Company believes that treating our sellers with respect is of upmost importance, and we do this buy being completely honest with them about….” Continue for every person or thing (the community, he city) your business interacts with. 

  
Creating a vision statement is practically an assignment, but it’s both a great thing to aspire to and helps your potential employees/partners/lenders etc understand your values in running the business. Here are the steps to creating one:

1. Define in one or two sentences what your company DOES. In other words, what product(s) or service(s) do you provide?

2. Make a list of every kind of person and organization that is or could be affected by your business and how it operates. This list would include, at a minimum: customers and clients; employees, partners, and contractors; vendors and service people; and the neighborhoods and areas in which you work.

3. Write down the most important VALUES that you hold, and how they will be translated into your business dealings with the people above.

4. String together a series of present-tense, positive statements that reflect the above—as if your business was already this way, rather than something you hoped to achieve in the future.

5. Review it to see whether it really reflects what you want your company to be in a year, a decade, and after you’re dead and your kids are running it.

You may want to title this section “Business Philosophy” or “Company Goals and Objectives” 
       To whom will you market your products? In other words, who are your sellers, and who are your buyers or tenants? (State it briefly here—you will do a more thorough explanation in the Marketing Plan section).

         Describe the state of the real estate market nationally and in your area. Why is it a good thing to be in your niche, in your area, right now? 
      Why will you be able to find under market deals? 
       Why will you be able to sell or rent them profitably? 
       What changes do you foresee in the industry, short term and long term? How will your company be poised to take advantage of them? 
        Use google.com or CityData.com to find out things like which direction home prices, foreclosures, and days on market are trending and use these statistics to prove your case.
      Describe your most important strengths and core competencies. What do YOU bring to the table in terms of related experience or prior successes? 
     What factors will make the company succeed? What do you think your major competitive strengths will be? 
        What background experience, skills, and strengths do you personally bring to this new venture? 
        What resources (systems, software etc) and education do you have? What about association memberships?
Legal form of ownership: How will your company be organized? As a sole proprietorship, Partnership, Corporation, Limited liability corporation (LLC)?  Why have you selected this form?
IV. Products and Services

Describe in depth your products and services (if you intend to add deals already completed with photos, closing statements, etc., do so in the Appendices). 
Remember that this business plan may be read by people who have absolutely no familiarity with concepts like wholesaling, lease/options, and so on, so start by describing IN GENERAL what a wholesaling etc business does.

In all likelihood, your product is a particular kind of property (single family, multi-family, mobile home etc.) and your services might include buying properties from distressed owners, creating deal opportunities for wholesale buyers, and so on. If you have multiple exit strategies, you may want to outline them separately here.
What factors will give you competitive advantages or disadvantages? Examples include level of quality of your rehabs or rentals, the way in which you deal with sellers, or unique or proprietary resources such as a mentor with 21 year’s experience, a large buyer’s list, etc. Examples of competitive disadvantages might include no buyer’s list, the fact that you’re focusing on more expensive properties with lower cash flow, etc.
What is the pricing, fee, or leasing structures of your products or services? This isn’t as clear-cut as in some other businesses, where every product costs X and sells for Y, so you may need to explain this in terms of what percentage of ARV you buy for vs. what you sell for, or in terms of minimum cash flow you’ll accept and the formula you use to derive that. See Vena’s Business Plan as an example.
V. Marketing Plan

Market research - Why?

No matter how well you’ve learned your strategy, you must understand your market. And this begins with careful, systematic research. It is very dangerous to assume that you already know about your intended market. You need to do market research to make sure you’re on track. Use the business planning process as your opportunity to uncover data and to question your marketing efforts. Your time will be well spent.

Market research - How?

We are at a bit of a disadvantage in the real estate investing field in that there are very few sources we can rely on for certain data we’d like to have. For instance, there’s no industry journal we can refer to in order to discover how many total motivated sellers are in our market this week; we can only piece together information about the number of foreclosure filings, REOs on the markets, estates filed, and so on. 

Similarly, wholesalers cannot go to a website and find out how many cash buyers are thinking of buying a house this week. All we can do is piece together information about how many members are in our local real estate association, how many cash sales took place last year, and so on. 
Still, in your marketing plan, it’s important be as specific as possible; give statistics, numbers, and sources. The marketing plan will be the basis, later on, of the all-important sales projection.
You will probably have 2 distinct marketing plans within your business—one to acquire inventory and one to rent or sell it.
Marketing to Acquire Inventory
Facts about your niche:

· What is the total estimated size of your market, i.e., motivated sellers? We know, tough question—there are no statistics for motivated sellers. But you may be able to pull some statistics from unrelated sources. If you’re looking for motivated sellers of junkers, go to RealtyTrak.com and get a raw number of foreclosures and REOs in your area. If you want to buy mobile home parks, call your county and find out how many there are in the area. 

· Trends in target market—is it growing or shrinking? In other words, do you predict there will be more or fewer motivated sellers in coming years, and how do you plan to deal with that?
· “Demographics” of your target market—what situations motivate sellers to sell, and which will you focus on? What kinds of properties will those sellers own? In what price range?  Any particular number of bedrooms, or other features?
· How could the following affect your company?

· Change in government regulations—for instance, if you focus on short sales and your state is considering anti-short sale legislation
· Change in the economy—what if interest rates go up? What if they go down? What if unemployment increases? What if it decreases? What if inflation runs rampant? (This is a great example of how your business plan teaches you about your business—can you even answer these questions right now? If not, find out the answers!)
· Change in your industry—for instance, if credit becomes more or less easily available
· Competing businesses. How many other businesses in your area would you GUESS directly compete with you? How are the different, both for the better and the worse?

· Benefits of your service to the seller—why will sellers want to work with you, as opposed to other investors, realtors, etc? What are the most important features of your business, and what will your service do for the seller?
· Promotional Channels—how will you let sellers know about your services? Mail? Websites? Mass media? Advertising: What media, why, and how often? Why this mix and not some other?

Have you identified low-cost methods to get the most out of your promotional budget?

Will you use methods other than paid advertising, such as real estate agents, word of mouth (how will you stimulate it?), and network of friends or professionals?

What image do you want to project? How do you want customers to see you?

Now answer exactly the same questions for your buyer or tenant, under the heading “Marketing to Sell (Rent) Properties”. Be careful in the demographics section—obviously, you are looking for buyers or renters in a certain income bracket and with certain attitudes or needs, NOT of a particular race, religion, familial status, etc.
Promotional Budget
How much will you spend on the items listed above?

Before startup? (These numbers will go into your startup budget.)

Ongoing? (These numbers will go into your operating plan budget.)

Sales Forecast

Now that you have described your products, services, customers, markets, and marketing plans in detail, it’s time to attach some numbers to your plan. The forecast should be based on your historical sales (if any), the marketing strategies that you have just described, and the experiences of colleagues and competitors, if available.
You may want to do two forecasts: 1) a "best guess", which is what you really expect, and 2) a "worst case" low estimate that you are confident you can reach no matter what happens.
VI. Operational Plan

Explain the daily operation of the business, its location, equipment, people, processes, and surrounding environment.

Location

Where will your business operate now and in the future? If you intend to eventually acquire or rent space outside of your home, what qualities do you need in a location? Describe the type of location you’ll have.

Physical requirements:

· Amount of space
· Type of building

· Zoning

· Power and other utilities
Access:

Is it important that your location be convenient to a particular area of town?
Cost: Estimate your occupation expenses, including rent, but also including maintenance, utilities, insurance, and initial remodeling costs to make the space suit your needs. These numbers will become part of your financial plan.

What will be your business hours?
Legal Environment

Describe the following:
· Licensing and bonding requirements (such as landlord registration where it’s required)
· Permits 
· Special regulations covering your industry or profession (such as state laws regulating short sales, lease/options, etc)
· Insurance coverage

Personnel

· Number of employees

· Type of labor (skilled, unskilled, and professional)

· Where and how will you find the right employees?

· Quality of existing staff

· Pay structure

· Training methods and requirements

· Who does which tasks?
· Do you have schedules and written procedures prepared?

· Have you drafted job descriptions for employees? If not, take time to write some. They really help internal communications with employees.

· For certain functions, will you use contract workers in addition to employees?

Inventory

· What kind of inventory will you keep: building materials? Where and what kind?
Suppliers

Identify key suppliers (such as building materials suppliers for a rehab company):
· Names and addresses

· Type and amount of inventory furnished

· Credit and delivery policies

· History and reliability

Should you have more than one supplier for critical items (as a backup)?

Do you expect shortages or short-term delivery problems?

Are supply costs steady or fluctuating? If fluctuating, how would you deal with changing costs?

Credit Policies

· Do you plan to sell on credit? If you are selling on lease/option or land contract, you are.
· Do you really need to sell on credit? Is it customary in your industry and expected by your clientele?

· If yes, what policies will you have about who gets credit and how much?

· How will you check the creditworthiness of new applicants?

· What terms will you offer your customers; that is, how much credit and when is payment due?

· Will you offer prompt payment discounts? 

· Do you know what it will cost you to extend credit? Have you built the costs into your prices?

You will need a policy for dealing with slow-paying customers, like renters:
· When do you make a phone call?
· When do you send a notice to quit?
· When do you file eviction?

VII. Management and Organization

Who will manage the business on a day-to-day basis? What experience does that person bring to the business? What special or distinctive competencies? Is there a plan for continuation of the business if this person is lost or incapacitated?

If you’ll have more than one person involved in the business create an organizational chart showing the management hierarchy and who is responsible for key functions. (See sample organizational chart included here)
Include position descriptions for key employees. If you are seeking loans or investors, include resumes of owners and key employees.

Professional and Advisory Support

List the following:

· Board of directors

· Attorney

· Accountant

· Insurance agent

· Banker

· Mentors and key advisors
VIII. Personal Financial Statement

Include personal financial statements for each owner, showing assets and liabilities held outside the business and personal net worth. You will probably have to draw on personal assets to finance the any properties you buy—at least as a start-up business—and these statements will show what is available. Bankers and investors usually want this information as well.

IX. Startup Expenses and Capitalization
You will have some before you even begin operating your business. For a real estate business, this may include:

· Education—bootcamps, seminars, etc

· Resources—software, printers, fax machines, comping services

· Memberships—in your local association, Better Business Bureau, and so on

· Marketing

Although you are unlikely to borrow the money for your start-up, it’s important to estimate these expenses accurately and then to plan where you will get sufficient capital. This is a research project, and the more thorough your research efforts, the less chance that you will leave out important expenses or underestimate them.

Even with the best of research, however, opening a new business has a way of costing more than you anticipate. There are two ways to make allowances for surprise expenses. The first is to add a little “padding” to each item in the budget. The problem with that approach, however, is that it destroys the accuracy of your carefully wrought plan. The second approach is to add a separate line item, called contingencies, to account for the unforeseeable. This is the approach we recommend.
Talk to others who have started similar businesses to get a good idea of how much to allow for contingencies. If you cannot get good information, we recommend a rule of thumb that contingencies should equal at least 20 percent of the total of all other start-up expenses.
Explain your research and how you arrived at your forecasts of expenses. Give sources, amounts, and terms of proposed loans. Also explain in detail how much will be contributed by each partner, if you aren’t starting the business alone, and what percent ownership each will have.
X. Financial Plan

The financial plan consists of a 12-month profit and loss projection, a four-year profit and loss projection (optional), a cash-flow projection, a projected balance sheet, and a break-even calculation. Together they constitute a reasonable estimate of your company's financial future. More important, the process of thinking through the financial plan will improve your insight into the inner financial workings of your company.

12-Month Profit and Loss Projection

Many business owners think of the 12-month profit and loss projection as the centerpiece of their plan. This is where you put it all together in numbers and get an idea of what it will take to make a profit and be successful.

Your sales projections will come from a sales forecast in which you forecast sales, cost of goods sold, expenses, and profit month-by-month for one year. If you’re business will be centered around rentals, skip to the cash flow projections.
Profit projections should be accompanied by a narrative explaining the major assumptions used to estimate company income and expenses.
Research Notes: Keep careful notes on your research and assumptions, so that you can explain them later if necessary, and also so that you can go back to your sources when it’s time to revise your plan.

Four-Year Profit Projection (Optional)

The 12-month projection is the heart of your financial plan. The Four-Year Profit projection is for those who want to carry their forecasts beyond the first year. 
Of course, keep notes of your key assumptions, especially about things that you expect will change dramatically after the first year.
Projected Cash Flow

If the profit projection is the heart of your business plan, cash flow is the blood. ALL types of small businesses fail because they cannot pay their bills. Every part of your business plan is important, but none of it means a thing if you run out of cash.
The point of this worksheet is to plan how much you need before startup, for preliminary expenses, operating expenses, and reserves. You should keep updating it and using it afterward. It will enable you to foresee shortages in time to do something about them—perhaps cut expenses, or perhaps negotiate a loan. But foremost, you shouldn’t be taken by surprise.

There is no great trick to preparing it:  The cash-flow projection is just a forward look at your checking account.

For each item, determine when you actually expect to receive cash (for sales or rent) or when you will actually have to write a check (for expense items).
You should track essential operating data, which is not necessarily part of cash flow but allows you to track items that have a heavy impact on cash flow, such as sales and inventory purchases.

You should also track cash outlays prior to opening in a pre-startup column. You should have already researched those for your startup expenses plan.

Your cash flow will show you whether your working capital is adequate. Clearly, if your projected cash balance ever goes negative, you will need more start-up capital. This plan will also predict just when and how much you will need to borrow.
Explain your major assumptions, especially those that make the cash flow differ from the Profit and Loss Projection. For example, if you make a sale in month one, when do you actually collect the cash? When you buy inventory or materials, do you pay in advance, upon delivery, or much later? How will this affect cash flow?

Are some expenses payable in advance? When?

Are there irregular expenses, such as quarterly tax payments, or maintenance and repairs, that should be budgeted?

Loan payments, equipment purchases, and owner's draws usually do not show on profit and loss statements but definitely do take cash out. Be sure to include them.

And of course, depreciation does not appear in the cash flow at all because you never write a check for it.
XI. Appendices
Include details and studies used in your business plan, for example:

· Brochures and advertising materials

· Narratives of successful deals already completed, including before and after photos, buying and selling HUD-1 statements, etc.
· Magazine or other articles related to you niche
· Copies of leases and contracts

· List of assets available as collateral for a loan

XII. Refining the Plan

The generic business plan presented above should be modified to suit your specific type of business and the audience for which the plan is written.

For Raising Capital

For Bankers and Private Lenders
· Bankers and private lenders want one thing: to know how they’ll be paid and what will happen if they aren’t. If you intend using this plan to present to lenders, include:

· Amount of loan

· How the funds will be used

· Requested repayment terms (number of years to repay). You will probably not have much negotiating room on interest rate but may be able to negotiate a longer repayment term, which will help cash flow.

· Collateral offered, and a list of all existing liens against collateral

Business Plan

Bowie Properties, LLC
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Vena Jones-Cox, President

(513) 471-5008

This business plan is confidential and is not for distribution
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XIV. 
Executive Summary

Bowie Properties, LLC. is a leading wholesaler of real estate in the Greater Cincinnati Area. Founded in 1994, we negotiate the purchase of 1-3 family homes at rock-bottom prices, then mark them up to wholesale and pass the deals on to experienced investors.

Our primary objective is to create a scalable, profitable, ethical business moving Cincinnati’s worst properties from the hands of owners who don’t have the energy, capital, or desire to renovate and maintain them into the hands of skilled investors and landlords who will create attractive, affordable housing for area residents.

The Cincinnati Area is bursting with opportunities both the buy and sell these “junker” properties.  A nationwide slowdown in retail housing sales has resulted in more sellers who are more desperate to rid themselves of properties at any price; Ohio’s rank at #8 in terms of numbers of foreclosures nationwide has provided yet another opportunity to find bargain properties. Cincinnati’s extremely active Real Estate Investor’s Association, with nearly 1,000 active members, provides an easy and effective way to find qualified investor/buyers.

Bowie Properties, LLC. expects to complete 100 wholesale deals in 2011, with an average gross profit of $7,000 per deal.  Throughout the next 5 years, we will continue to grow in size and sophistication, as we are adding additional systems for the easy operation of the business as well as proprietary software for tracking buyers, marketing to sellers, and other functions within the business.

We are currently seeking private funding which we will use to purchase, and in some cases complete minor work to, properties intended for resale. This funding will take the form of 5-year promissory notes against Midwest Property Redevelopment, an associated LLC with a “private placement”. However, according to SEC regulations, only accredited or sophisticated investors may receive further information about this investment. If you believe that you are an accredited or sophisticated investor, you may receive an application by emailing ********
XV. General Company Description

About the company


Bowie Properties, LLC. is a real estate business that specializes in buying and selling homes at wholesale prices in the Greater Cincinnati area. 

Mission Statement


Bowie Properties, LLC.’s Mission is to facilitate the improvement of the area’s older housing stock by buying from owners who can no longer maintain them and selling to experienced renovators who will modernize them.  
The Company History and Founders


Bowie Properties, LLC. was founded in 1994 by Vena Jones-Cox. Vena is an experienced renovator and property manager, as well as a licensed real estate broker and has been directly involved in the purchase and/or sale of more than 500 properties for herself and others. 


Since its inception in 1994, Bowie Properties, LLC. has wholesaled more than 600 properties in the Cincinnati area.

Company Organization


Bowie Properties, LLC. is a limited liability company established under Ohio law. Vena Jones-Cox is president and secretary of the corporation. 

Company Goals and Objectives


The company’s goal is to lead the wholesaling industry in professionalism and customer service.  Our objective is to wholesale 100 properties in the Greater Cincinnati Area each year with a minimum net profit of $7,000 per transaction. 
Business Philosophy

In an industry that is often seen as fly-by-night and which is populated by individuals with a “get rich quick” mentality, our company emphasizes strong ethics and customer service over immediate profits. Our primary values include:

Empathy for the sellers we deal with every day, as they are typically in the throes of a major upheaval such as divorce, foreclosure, job loss, ill health, or the death of a loved one and subsequent inheritance of a property. We treat these owners with sensitivity and honesty, perform on our promises in a timely manner, and strive to leave every seller with more options and more information for having contacted us, even when their situation is such that we cannot purchase their property.

Care and diligence for our investor/buyers, who look to us to provide financial opportunities through real estate. We work only with buyers who have the resources and experience to make money renovating the properties we sell and are honest in our evaluations of the profit potential for each property. Because individual investors have different goals as to the exit strategy for any given property and different costs associated with financing and renovating properties, we also demand that our buyers complete their own due diligence as to the ultimate resale or rental value and the defects and costs to repair them of each property.

Responsibility to the neighborhoods in which we work. As lifelong citizens of Cincinnati, we understand that our activities and the activities of our buyers impact the quality and livability of housing in the area both for the tenants or buyers who eventually live in the properties we sell and for the neighbors who surround it. We work only with buyers who have demonstrated a strong desire to provide quality housing and an ability to fulfill the duties they take on as renovators or landlords.

Commitment to Educating the Public and Improving the Perception of Wholesaling. We recognize that the general public, the media, and elected officials view real estate investment in general and wholesaling in specific with suspicion at best and hostility at worst. We know that this attitude stems from a combination of ignorance about the strategy and exposure to a small number of “bad operators” in our business. We are committed to educating anyone with an honest desire to know more about the realities of the real estate market in general and the wholesaling business in particular. We operate our business in a way that allows us to hold it up to the light of scrutiny, even by those who dedicated 

Recognition of the Contributions of Employees and Contractor and Opportunity for Advancement. As a small business, we understand that our “team” of employees, contractors, and service people are crucial to our long-term success. We believe in developing the strengths of those who work for and around us, and in promoting from within. We make opportunities available in the area of promotion, referrals, and assistance in team member’s own real estate investments.

Market


Because we both acquire our inventory from and sell it to individuals, our customers fall into two basic categories:

1. Owners of unwanted 1-3 family homes in affordable neighborhoods throughout the Cincinnati area.

2. Experienced real estate entrepreneurs with the resources and desire to purchase these properties and renovate them for rental or resale.

The State of the Wholesale Real Estate Industry

Real estate is an unusual industry in that the demand for housing shifts, but does not decrease, depending on local and national economic factors. As one of the basic requirements in Maslow’s hierarchy of needs, shelter is and always will be a high-demand commodity. What changes depending on economic factors is whether that shelter is more luxurious or more basic, closer to urban areas or further away, acquired by purchase or by lease, and so on. 

As has been widely reported, the retail residential real estate market (defined as the demand for housing by home owners who intend to live in the property) is in crisis. Thanks to slumping demand by home buyers, in combination with a severe curtailment in the easy availability of conventional financing, housing inventory is at a 10-year high. Predictions by various industry groups predict a turnaround as early as late 2011 or as late as 2015, with the median forecast calling for a change in 2012.

However, the wholesale real estate business is not dependant on—and, in fact, often runs contrary to—the retail industry. Our buyers are not potential home owners (though some of our buyers have home owners as their own target market). They are real estate investors whose primary criteria for purchasing properties is overall price and profitability, rather than the desire to live in them. As such, they are able to exercise a number of exit strategies for any property they buy. If the property doesn’t sell immediately, our customers will typically rent them out—with positive cash flow—for the duration of the housing slump.

Although our buyers have been somewhat affected by the tightening of the conventional credit market, most are continuing to operate as normal for the simple reason that they were not dependant on conventional financing to begin with. Most of our buyers are real estate professionals who own more than 10 rental properties to begin with and are therefore not qualified for FNMA/FHLMC loans, which limit participants to 10 mortgages. Instead, our buyers rely on lines of credit, cash, private, and portfolio loans to purchase our properties.

In a real estate market where home sellers have a difficult time selling even move-in ready properties, bargains abound. The prevalence of foreclosure and bank-owned properties in the market means a steady stream of desperate sellers who must unload houses they can’t afford. 

In short, we are currently experiencing a market where more sellers need to sell at lower prices than at any time in the past decade. Our buyers, recognizing the opportunities available to them, are continuing to buy, albeit at a slower pace. By focusing more of our marketing resources on finding qualified investor/buyers, we believe that Bowie Properties, LLC. is positioned to take best advantage of this unusual opportunity to grow and expand our business.

Core Competencies


Bowie Properties, LLC. has several major advantages over competing wholesaling businesses. The first is in the knowledge and experience of the owners. Each of the principals has more than 1,000 hours invested in real estate education ranging from appraisal to inspections to estimating to finance and sales.  In addition, we have the experience of having dealt with literally thousands of sellers and buyers during the course of our 17 year’s experience.


In addition, the principals have extensive education and experience in sales and marketing—the two most crucial “soft” skills needed to buy and sell real estate.


Vena is a licensed real estate broker on Ohio, giving her access to properties for sale through the Multiple Listing Service system and to comparable sales data for evaluating the probable sale price of properties. Vena is also an active members and past president of the Real Estate Investors Association of Cincinnati, a trade organization comprised of real estate investors, many of whom are potential buyers for our wholesale deals.


In addition to experience, knowledge, and reputation, we have developed a number of proprietary systems and software for marketing to sellers, managing deal flow, and delegation of the day-to-day tasks involved in wholesaling real estate.

XVI. Products and Services

General Description


Bowie Properties, LLC. is in the business commonly known as “wholesaling” real estate. Like wholesalers in other industries, we buy (or contract to buy) at significantly lower-than-retail prices, and we sell only to other real estate professionals, not to end users. Just as a produce wholesaler might contract to buy oranges in Florida for $1 per pound, then mark up the price to $1.20 per pound when selling to the local supermarket, who then marks it up to $1.90 per pound for sale to the actual eater of the orange, we make our money by being the intermediary between the owner of a piece of real estate and the investor who wants to purchase it for eventual resale or rental.

Our Buying Services

Since no wholesaler can be in business without inventory to sell, each of our deals begins with the owner of a piece of real estate. Although we never pay full retail price for properties, we do offer several very compelling benefits to our sellers:

1. We respond quickly—when a seller calls us, he can generally get an answer right over the phone as to approximately what we will pay for his property. If he agrees that our offer will meet his needs, we generally set up an on-site inspection and write an offer within 24-48 hours. Compare this to the usual process of selling a property, which is to put an ad in the paper or place the property in the Multiple Listing Service, then wait days or weeks for potential buyers to begin appearing, then wait days or weeks more for an offer to come in, then negotiate over the offer for days or weeks more, and you can see how a quick offer is a great relief to many sellers.

2. We close quickly—generally in 30 days or less. Because neither we nor our buyers use conventional financing to purchase properties, the usual 45-60 day wait (and the need for appraisals, surveys, qualifications etc) does not apply

3. We do all the work. Our typical seller does not have easy access to purchase contracts, state disclosure forms, or even professional like termite inspectors, title companies, and so on. The entire selling process can seem overwhelming to these sellers, and we make it clear that there’s absolutely nothing that they need to do once we’ve agreed on a price—except to show up at the closing and collect their check! This is a huge load off the mind of many of our sellers.

4. We are not afraid of properties needing major renovation. For many of our sellers, the biggest obstacle to selling their property is that it needs significantly more work than most buyers are willing to take on. Because our buyers are experienced renovators with both the skills and resources to tackle structural, mechanical, and cosmetic problems, we are willing to contract to buy properties needing such work when the vast majority of buyers are not. Most of the properties we contract to buy need $25,000-$45,000 in repairs and upgrades before they can be rented or sold to an owner-occupant—a level of repair that very few buyers who plan to live in the property can afford, much less want to do. 

5. We are not afraid of properties in marginal neighborhoods. Although our buyers will not buy properties in very bad areas—those with large numbers of abandoned buildings, a very high crime rate, daytime drug and gang activity, etc.—many of them are interested in “borderzone” rental areas. These are neighborhoods with older, deteriorating housing stock, few amenities, and little or no evidence of “pride of ownership”. These properties scare off nearly all retail buyers and most real estate agents, who have no idea how to market or sell such a property.

6. The seller often nets more money when selling directly to us than when selling through a real estate agent. Most of the properties we purchase are in a condition and/or area that means that they will sell only to an investor. Since most investors use a certain formula to determine what they will pay, it’s unlikely that the offers that the seller gets will differ by more than a few thousand dollars. When a seller lists his property with a real estate agent, he often waits weeks or months before selling it, AND pays the agent a 6%-7% commission on the sale price when the property does sell, AND ends up paying loan costs on behalf of the buyer etc. Although our offers must, by the nature of our business, be LESS than that of the investors to whom we sell, the lack of commission, the minimal closing costs to the seller, and the greatly reduced holding costs often mean that our offer, in net, ends up being as much or more than if they’d gone the alternate route of listing the property

For the right seller, our buying services offer the advantage of speed, ease, and results—and that’s what makes us the right choice for many sellers in the Cincinnati area

Our Selling Services


Although our sellers provide us with our inventory, it’s our buyers who are truly the customers of our business.


Our buyers are real estate professionals with a variety of long-term goals. Some fix properties for resale to homeowners; some buy properties to hold for immediate cash flow; some buy to hold for long-term appreciation; but all are looking to make a profit from, rather than occupy, our deals.


Because our buyers are pros, they are interested only in properties that they can buy at prices that provide “instant equity”. In general, this means that they will buy only if the property is available at 60-70 cents on the dollar of “after-repaired value” (in other words, of the value when the property is in good condition) LESS the costs of repair. Our job is to negotiate with our sellers a price that allows us to mark up the properties slightly and still meet the needs of our buyers.


Perhaps the most common question we hear about our selling service is, “Why do your buyers need you? Why don’t they just find the deals themselves, and save the $5,000-$10,000 fee you charge?” The simple answer is that we make money for our buyers, and we make their lives simpler. The more specific answer is:

1. We save our buyers the cost and hassle of marketing. In order to find profitable deals, we spend approximately $36,000 per year on advertising, mailings, and labor. The buyer absorbs none of this cost and pays no more to buy a property from us than he’d be willing to pay to buy it directly from the seller.

2. We save our buyers many, many hours of time. For every profitable deal we find, we talk to about 20 sellers who don’t have the right property at the right price. In order to talk to 20 sellers, we’ve already spent perhaps 5 hours putting together mailings to generate the calls in the first place Assuming an average of 20 minutes spent with each seller, that’s nearly 12 hours of time spent to find a single deal. Our buyers, on the other hand, typically spend 1-2 hours evaluating the deal we’ve brought them, completing their own due diligence, and so on. Many of our buyers complain that they know how to do what we do, but simply don’t have the time…and therefore buy deals from us because it’s “easy’.

3. We save buyers the headaches of negotiation. Some of our buyers would simply prefer not to “make offers” for fear of insulting sellers, or discomfort with the process, or just because they don’t feel that they’re “good negotiators” who can get “the best deals”. They leave it to our years of experience and negotiating skills to get the deals they don’t think they can get from themselves

4. Frankly, if a buyer wants our deal, they MUST go through us. To some degree, the real estate business operates under the “early bird gets the worm” principle. When we tie up a deal contractually, any buyer who wants it must pay our fee in order to buy it. They can’t buy it directly from the seller, because the seller has already committed, in writing, to sell it to us. And since we set our prices at what an educated buyer would be willing to pay for the property anyway, our buyers lose nothing by buying through us—except the hassle and cost of finding deals for themselves

Our Pricing and Fee Structure


The nature of the wholesale real estate business is such that the prices that we charge for each individual deal are based on 3 numbers over which we have no control: the after-repaired value of the property, the probable cost of the repairs needed, and the standard discount that educated investor/buyer require in order to buy any given property. With some exceptions for properties that are in especially good or bad condition, or which have financing attached, the pricing of our properties follows these basic formulae, which are standard in the industry:

Houses in Owner-Occupied Areas

Houses in Renter-Occupied Area

Sale Price=



Sale Price=

Fixed-up value



Fixed-up value

X    .7




X     .6

- costs of repairs



-costs of repair


The “fee” that we charge (called the wholesaling fee or assignment fee”) is based on the price that we are able to negotiate from the seller to purchase the property. If we are able to seller the property, based on the calculations above, for $60,000 and our negotiated purchase price is $55,000, our fee is $5,000. Our goal is to achieve a minimum assignment fee of $7,000 on each property we wholesale.


In the Greater Cincinnati market, the median house price is around $140,000
. Because our buyers work primarily in affordable neighborhoods, the “fixed up” values for the properties we sell ranges from $70,000 to $120,000, with the occasional property falling above or below this range. Since our deals tend to need significant repairs, the actual sale prices range from $25,000-$60,000, with our record low sale price being $7,000 and our record high being $180,000. Our actual fees range from $3,000-$25,000, with an average of approximately $10,800.

Competitive Advantages and Disadvantages


Our major competitors for our buying services include other wholesalers and our customers themselves. Our major competitors for our selling services include other wholesalers, real estate agents, and our sellers themselves. 

Our biggest competitive advantages include:

1. Our proprietary marketing to potential sellers, which includes approximately 40 mail pieces and advertisements which have been tested over the course of 10 years. Most of our competitors do little or no marketing, and from what we can glean, the marketing that they do is sporadic and less effective than our own

2. The quality of our deals. Unfortunately, many individuals and companies who hold themselves out as wholesalers lack the education and skill to properly evaluate properties. As a result, they offer deals at significantly higher prices than buyers can pay and make their desired profit. Because we have a combined 35+ years experience in the Cincinnati market, our properties are priced right, and our buyers take us much more seriously than they do many of our competitors

3. Our ability to close deals, when necessary. Although our preferred method of selling properties is via an assignment of contract, we do have the financial and partner resources to buy properties when it is necessary. This allows us to secure deals that our competitors are also making offers on, simply because we can offer the seller a 5-10 day closing while other wholesalers need 30 days or more to find a buyer to close the deal.

4. Our buyer’s list. Unlike many wholesalers, who depend on advertising properties to sell them, we have a proprietary database of buyers built up over the course of the past 14 years. We have extensive information about these buyers and their wants and needs, and are therefore able to closely match the deals we have with the buyers who want them. To the buyers, this means that we’re not wasting their time on properties that don’t fit their criteria. To us, it means that we typically “sell” our deals—in the sense of assigning our contract and receiving cash payment--within 48 hours of securing them

Our competitive disadvantages include:

1. An extremely active local wholesaling community, including some practitioners who don’t play by the rules. Wholesaling is a favorite strategy among real estate entrepreneurs in Cincinnati. Although this means more competition for both buyers and sellers, our superior experience and marketing tend to give us the edge over most of them. The practitioners who put us (and all other ethical wholesalers in the area) at a disadvantage are those who mistreat sellers (by, for instance, contracting to buy houses at a higher-than-market price, then renegotiating at the 11th hour) and who take advantage of buyers (by working only with the unsophisticated and inexperienced and selling them deals that can’t make money). These individuals and companies often leave their customers with such a bad taste in their mouths that they will not work with any investor in the future.

2. Our refusal to sell properties just any buyer. Most wholesalers will sell to any and all buyers who will pay the wholesale fee. We will not sell properties needing major renovation to buyers who have never completed a major renovation, nor will we sell to individuals who have a reputation as “slumlords”, nor will we sell to people who have a history of under-repairing properties for resale to unsophisticated homeowners. Our vision of our business and its overall effect on the community does not allow us to put properties in the hands of people who cannot or will not be good citizens of the neighborhood. This, obviously, limits our pool of buyer versus that of our competitors who do not share this philosophy

3. Our inability to sell properties to buyers who must get “conventional financing” to buy. Current restrictions on “conventional”—that is, “Fanny Mae” and “Freddie Mac”-compliant—mortgages make it difficult or impossible for us to sell properties to buyers who need to get these loans in order to purchase them. Among other things, conventional loans require “seasoning”, meaning that the seller has to have owned the property for 3-6 months before selling to the buyer…and since we are the “seller” and have typically never owned the property, this seasoning requirement is not fulfilled. In addition, the underwriting process for such loans is too lengthy—30-45 days seems to be the average—and the ever-changing credit-score requirements too risky, to assure us that deals dependant on such loans will close at all. Some of our competitors are willing to use “gray-area” techniques to make these deals happen, and others are willing to risk breaking their word to their sellers and risk assigning contracts to conventional buyers; we are not. Thus, our buyers must have cash to close, or use private lenders or hard-money lenders who have no requirements as to seasoning etc, or use partners with cash. Again, this limits the size of our pool of buyers but, we think, makes our business operate more smoothly and assures us that our deals will be closed, not just scheduled to be closed.

XVII. Marketing Plan


 Because Bowie Properties, LLC. has two distinct services that it offers to two very different customer bases, we also have 2 distinct marketing plans. The first is the marketing to acquire inventory; the second is the marketing to sell inventory.

 
Marketing to Acquire Inventory

Size of Seller Market. 

It is very difficult to correctly estimate the number of potential property sellers for our particular business. However, what we do know is that the seller market is self-replenishing; each year, property owners suffer financial and personal setbacks that cause them to become the motivated sellers that we work with. 

We also know that in the current market, foreclosures are a driving force behind seller motivation. According to RealtyTrak, a company that compiles and sells foreclosure data, there are, as of March 2010, 7,100 pre-foreclosure and bank-owned properties currently on the market in the Greater Cincinnati Area. This is just part of the motivated-seller market, which also includes heirs to properties, burned-out landlords, and other categories of seller, but shows just how large it is likely to be.

Seller Demographics. 

Although our sellers fit no single demographic in term of age, race, gender, income, education level, etc., they do tend to fall into certain categories in regard to their personal situations. We understand that each and every seller is unique in terms of his or her motivation to sell, but find that the majority fall into one of these general categories:

· They are facing foreclosure due to a change in income or a change in the terms of their loan

· They are struggling to meet payments on a property they no longer live in, but which has not sold due to the slow real estate market and/or poor marketing

· They are “frustrated landlords” who no longer want to own rentals

· They have inherited a property that they don’t have the time, money, or desire to renovate, and want to convert to cash

· They are “dilettante investors” who purchased a property meaning to renovate it, then ran out of time, money, or energy to do so

· They are lenders who repossessed a property as the result of a foreclosure, and want to remove it from their books

As mentioned earlier, the presence of motivation to sell is the most important, but not only, factor that determines whether we are able to assist the potential seller in liquidating his property. In addition, our sellers must have:

· A 1-3 family home in the Greater Cincinnati Area. 

· A property that, when renovated, will be worth between $55,000 and $180,000

· Significant equity in the home, or be in arrears in mortgage payments and agree to a “short sale”, in which our purchase price will be less than the mortgage balance IF the lender agrees to accept our offer as full payoff

· A property in fair to very poor condition. Although we are more than willing to contract for the purchase of properties in good to excellent condition, we are usually not the best option for sellers with such properties unless speed of purchase is the most important factor for them; generally, they can get more money for such a property from a homeowner-buyer or a landlord looking for a ready-to-rent property

Competing Businesses


We estimate that there could be as many as 100-200 individuals and companies in direct competition with Bowie Properties, LLC. –that is, holding themselves out as wholesalers--in the Greater Cincinnati Area. However, the vast majority of these competitors are part-time, low-volume wholesalers who complete perhaps 1-2 deals per year. In fact, the most important competitors in terms of our buying services are not other wholesalers at all but are other investors who market to the same sellers for longer-term investments. Because these investors—who are also our buyers—are intent on keeping, rather than wholesaling, the properties, they can generally pay more than we can for the same property. However, very few of them have the consistency of marketing, the quality of service, or the depth of experience in negotiation that we do at Bowie Properties, LLC.

Benefits of Our Services to Sellers. 

The primary benefits that we offer to our sellers versus our competitors are speed of response, speed of closing, ease of sale, and willingness to deal with properties in conditions and areas that our primary competitors—real estate agents and retail buyers—are not. In addition, we offer our sellers professionalism, empathy, and discretion at what is generally a difficult time in the seller’s lives. These are the benefits that we use in promotions in order to encourage sellers to contact us for assistance.

Promotional Channels. 

We use a number of channels to promote our buying services to sellers. These include:

· Direct mail to selected property owners. Through public records and purchased mailing lists, we are able to reach out to sellers who fall into some of our most profitable categories—i.e., victims of foreclosure, heirs to properties, etc.—via direct mail. Using a combination of letters and postcards, we notify these potential sellers of our services and encourage them to contact us for a phone interview regarding their property. The prospects who have the right combination of property type, area, condition, equity, and motivation are scheduled for an on-site visit, where a formal offer is made to purchase their property

· Mass Media Outlets. Because not every potential seller is part of one of the “lists” we generate, we also use classified ads in the newspaper to reach out to motivated sellers. Again, the purpose is to generate an initial call from the seller to determine his level of motivation and qualification

· The Internet. In addition, we maintain 2 internet sites, DrewBuysHouses.Com and SelltoDrew.com, to capture potential sellers who are using the internet in an attempt to sell their properties. We use Google AdWords to bring our sites into the featured site list on Google when prospects select “sell my house + Cincinnati” and similar search terms

· Multiple Listing Service, Real Estate Agents, and Referrals. Approximately ½ of the properties that we purchase are properties listed in the Multiple Listing Service (MLS) from sellers who are represented by real estate agents. Because Vena is a licensed agent, she is able to access the MLS on a daily basis to examine new listings and price changes, as well as to set appointments on prospective properties. In addition, we make it known to both real estate agents and other investors that referrals are welcome, and, in the case of agents, that a property referred to and purchased by us will result in a full commission to the agent who refers it.

Marketing to Sell Deals

Size of Buyer Market. 

Again, no data is available on the number of buyers looking for discount properties in a given month, but some guesses can be made. 

According to the U.S. Census Bureau’s 2007 study, the 15-County “Greater Cincinnati Area Metropolitan area” is the largest in Ohio, containing slightly more than 2.1 million people. It is generally accepted in the real estate investing industry
 that approximately 3.5% of the general population owns at least 1 investment property; this means that, in theory, there are 73,000 potential buyers for investment real estate in the area.

Buyer Demographics

Although the majority our buyers do happen to share certain characteristics as to age (30-50), gender (male), etc., these demographics pale in importance next to the things that they absolutely have in common:

· They are real estate investors with a goal of selling or renting our properties, not living in them

· They are relatively experienced at both evaluation and renovation of properties

· They have access to cash in the form of private money, partner money, or “hard money” 

· They buy properties for the purpose of making a profit, and the properties must therefore be priced accordingly

Competing Businesses


Again, the number of truly similar businesses in the Cincinnati Area is relatively small, and our biggest competitors for the buyer dollar are indirect. These include real estate agents, who, although they are not principles in the transaction as we are, are able to provide our buyers with inventory in the form of listings; and our own sellers, who may receive marketing from our buyers and sell directly to them.

Benefits of Our Services to Buyers

The primary benefits to our buyer-customers to using our business are simple: we save them time, money, and hassle, and charge no more for the end product than they would pay to any other provider. We use the same formulae in setting a sale price as our typical buyer does in setting a purchase price, but we bring the deal to the buyer pre-negotiated, with a contract to purchase already in place. The buyer is spared the energy and expense involved in marketing to individual sellers, screening out the unqualified or unmotivated, making initial inspections and estimates, negotiating price, and even completing 3rd party due diligence such as title searches and pest inspections. These are the benefits that we emphasize in our marketing to buyers.

Promotional Channels


We promote our services to buyers in 2 ways: generally, to build our buyer’s list, and specifically, to sell deals as they become available. The first, more general marketing is done to the general public. The second, more specific marketing is internal to our buyer’s list only.

· Networking. Our primary channel for building our buyer’s list is through networking at the local Real Estate Investors Association. At each meeting, through the open forum intended for this purpose, we pitch our services and hand out application forms for members to join our buyer’s list

· The Internet. We also maintain a separate website, youbuyhouses.com, that attracts people who are looking on the internet for bargain properties to join our buyer’s list

· Outbound telemarketing and emails. When we secure a purchase contract on a particular property, we begin to market the property to the buyers on our list who have indicated an interest in that type of property in that area. These buyers also receive emails from us with details about the properties.

Promotional Budget


Our annual promotional budget for both buying and selling properties, including printing, postage, maintenance of the various websites, and marketing labor, is $40,000. This represents a marketing cost per deal closed of approximately $800.
Sales Forecast


Based on our historical data regarding the number of leads we can expect to generate in a given month, the number of leads that result in contracts to purchase, and the number of these contracts that will result in sales, our sales forecast for the balance of 2010 is as follows:


Expected sales


Properties/contracts sold
gross fee/unit
gross income

July

6

$7,000

$42,000

August

6

$7,000

$42,000

September
8

$7,000

$56,000

October

8

$7,000

$56,000

November
8

$7,000

$56,000

December

10

$7,000

$70,000

TOTALS

46



$322,000

XVIII. Operational Plan

Location

Our office is located at 3707 Warsaw Avenue in Cincinnati. Although neither our buyers nor our sellers typically have reason to visit our office building, we maintain it for the purpose of housing our growing staff. For the few customers who do want or need to visit our location, our office hours are 9 a.m.-5 p.m. Monday through Friday. 
Legal Environment


There is no licensing required to operate a real estate wholesaling business in the state of Ohio. However, Vena is a licensed real estate agent and broker and is subject to Real Estate Agency and License Laws in the State of Ohio.


Our operations are subject to Local, State, and Federal Fair Housing guidelines, and we make it our policy not to discriminate against any buyer or seller due to their membership in a protected class.


There are no special regulations covering the real estate wholesale industry in the state of Ohio, and no professional organizations that govern or regulate the activities of real estate wholesalers. However, Bowie Properties, LLC. follows the ethical guidelines laid down by the Greater Cincinnati Real Estate Investor’s Association, attached here as an addendum.

Operations

· Our procedures for locating, contracting, and selling properties are fairly straightforward and best described through an operations flowchart, made an addendum hereto

Personnel

Our operations are run by 6 key personnel, with the assistance of several outside vendors. They are:

· Vena Jones-Cox—CEO, VP of Marketing 

· Drew White—VP of Operations, chief property inspector, salesman

· Jessica Popio—Acquisitions coordinator 

· Christy Gosser—VP of Finance, bookkeeping, accounts payable, accounts receivable 

· James Flax, Esq.—Attorney 

All employees are compensated on an hourly basis. The CEO, VP of Operations, and acquisitions coordinator receive bonuses for deals closed.

Each employee works from a set of written procedures and systems.

� 2007, National Association of Realtors, sales of existing houses


� Based on informal surveys completed by the National Real Estate Investors Association in the early 1990s


� December is the month when lenders with housing inventory begin to reduce prices to take write-offs before the end of their fiscal/calendar year. It is therefore historically our biggest month for closings and sale.
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