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How you can make huge profits by buying and selling real estate  
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1. What is “House Flipping?” 

 

You may have heard the term on television (there are a lot of popular house 

flipping TV shows these days) but not know exactly what it means. The basic 

principle is pretty simple: House flipping is essentially just buying a house dirt 

cheap (foreclosure, bad condition, etc.) and then selling it for a lot more than you 

paid for it.  

 It sounds simple and to some extent it is but it’s real estate and with any real 

estate investment there are risks involved.  It’s essential to be able to weigh the 

risks and benefits and develop a good understanding of what you’re getting into. 

Before we delve in to the tactics and paradigms of real estate and house flipping, 

let’s take a brief look at the history of real estate and the beginnings of house 

flipping.  

  



The (very abridged) History of Real Estate 

Our ancestors abandoned the hunter-gatherer lifestyle gradually over a period of 

fifteen thousand years. It was a transition that affected certain regions more than 

other but it heralded the advent of home ownership and real estate. 

In the beginning it was fight or flees; those who could defend their claimed 

land got to stay on it. Eventually we created a system of tribal leaders and those 

who had tribal approval would handle all land disputes. The shift toward more and 

more powerful tribal leaders culminated in a pooling of labor along with a CEO of 

sorts to direct efforts. Eventually hunter-gatherer families that could only support a 

few laborers turned into agricultural communities that could produce many.  

 With more people than ever before they were forced to sacrifice familiarity 

and family values but gained safety in numbers. An army easily repelled any unruly 

raiders. The people all paid homage to the lord or monarch who claimed ownership 

of the land in return for the security and stability. This was essentially the first 

system of rent. As these farming villages developed into cities, the leading families 

maintained ownership by right of lineage; they ancestors were the strongest and 

defended their competitors better than anyone else. They became the kings, 

pharaohs, emperors and the heads of other feudal dynasties.  

This system developed into two different systems in most countries: taxes 

and tenancy. Royal families spread their wealth to their friends. They signed away 

the titles and deeds to their lands. This allowed them to collect from the earnings 

produced by the peasants living there. On top of this rent, all the people within a 

ruler's realm were usually required to pay a tax. Many other demands were made 

by ruling leader, such as military service. These requirements were the bane of 

many as some rulers owned land not by birthright but by military right. Rulers 

could be overthrown by other rulers, or whoever was strong enough, but the 

peasants hardly noticed a difference or cared.  

 



One way this benefited the peasants was through trade. They were able to 

trade with other kingdoms and the general level of wealth increased. This gave rise 

to the merchant class and specialized laborers, commonly referred to as tradesmen, 

who were able to make money with their skills instead of their crops. As a result, 

there were non-agrarian establishments and homes that paid their taxes and rent 

to the lords and rulers but were purchased, sold and rented among the common 

people instead of only by those with royal blood. Merchants who made the most 

money became the first landlords of common blood (no birthright) and benefited 

from wealth and status. They didn’t technically own the land but the houses on it 

belonged to them. 

The industrial revolution was one of the great equalizers in human history. 

The effects of industry were neutral all around, but how the affected people 

depended on application. Using machines for manual labor freed many peasants for 

different tasks. It allowed some people time for education and training in new, 

specialized fields of labor that were created by the industrial revolution. Many hand-

crafters found that their skills, which were once revered, were more or less 

obsolete.   

Some ambitions individuals had the ability to overcome the class walls and 

ascend, bringing much of their lower-class ideology with them. This lead to track 

housing for laborers and products that were marketing towards the lower-class 

citizens. They owned houses, cars, and other status-worthy appliances.  

Mortgages weren’t invented in any one particular place. They existed for a 

long time as an exclusive loan, given only to nobility. The industrial revolution 

increased the overall wealth of the world so much that banks were able to open up 

to common people which were considered high risk. This opened the door for all 

individuals to own homes and even rent or sell their homes themselves.  Over the 

course of many thousands of years we slowly adapted and evolved our real estate 

strategy to allow just about anyone to own a home.  

Owning land is considered to be the basis of all investment opportunities that 

we have in this day and age. Without a stable population and a set location, trade 



and commerce between groups is limited. Ownership was once something 

established by strength but in the twenty-first century it has evolved into 

something that can be bought, traded and sold, like any other commodity. Now we 

all have the power to own our homes and it has changed the way people all over 

the world live forever. 

  



A Brief History on House Flipping 

Although the term "flipping houses" is relatively new, the practice of purchasing and 

reselling houses, either as an investment or as a get-rich-quick scheme, has been 

around for quite a while. In fact, real estate has been used as a tool for investment 

for hundreds of years, perhaps even longer. Even in sixteenth-century England, 

owning property was a symbol of wealth. Before property taxes existed, the rich 

and well-to-do would use property ownership as a means of ensuring their assets. 

In the late twentieth and early twenty-first century, investing in real estate has 

been seen as a way to profit during periods of low interest rates. A lot of this 

investment used to be in the hands of tycoons like Donald Trump. He could put 

together massive sums of money for investing in commercial projects. These days 

it’s not uncommon to see a lot of smaller-scale investments that don’t have to 

include media moguls and millionaires.  

The enactment of the Federal Real Estate Investment Trust (REIT) legislation in 

1960 was a major precursor to the house flipping phenomenon we see today. This 

act made it easier for investors to pool resources for major, primarily commercial, 

real estate projects. The legislation has been modified over the years and has led to 

a much more advanced and expanded real estate industry; any industry that 

expands is constantly looking for new markets. Because of this, today there is a 

much larger pool of talent out there for those looking to pursue real estate 

investments. 

The disastrous economic recession of the 1980’s was another factor that 

contributed to the development of the house flipping trend. This had the extra 

effect of discouraging stock market earnings and increasing the number of 

foreclosures. Almost everyone has seen commercials and late-night infomercials 

about how to buy houses "with no money down" and make money fast. Sellers of 

these package plans promised big profits with little risk by buying and selling 

houses. 



Another factor driving the popularity of house flipping is the trend of renovating old 

houses. Television programs such as "This Old House"(from 1979) have given rise 

to dozens of similar shows on cable television today, like “Flip This House.” This, 

combined with the transformation of hardware stores into home improvement 

centers, has put the information and expertise into the hands of almost anyone, not 

just contractors and carpenters. 

These days, it’s not uncommon for people to make their living by buying a house in 

very poor condition (known as a "fixer upper") and living there for a few months 

while they renovate the property. They then sell it for a nice profit and using the 

money to buy another house (and thus the cycle continues). 

  



2. Who is this Book For 

 

This book is intended for anyone who’s looking for information about flipping 

houses. It’s more than just a how-to guide. In this book I will be explaining the 

benefits, caveats and even alternative options to house flipping. This book is perfect 

for someone who is looking to start a career in real estate but doesn’t want to start 

from the ground up. It’s also great for anyone who just wants to make more money 

and is willing to invest in real estate.  

 

What Tools do I Need?  

The absolute essentials are no more than your wits and this book. That being said 

there are a variety of assets that make the real estate game a lot easier. For one 

it’s essential to be committed to your investments. Real estate tends to be a sort of 

“high stakes” market. We’re not talking about nickels and dimes here. There is a 

ton of money to be made if you are committed and nearly as much to be lost if 

you’re not.  

 Connections are a major asset to any investment program. The more people 

you know the better. If you have friends who work as realtors or know people who 

have previous experience in house flipping, contact them. Personal experience is 

invaluable and being able to look to these people for advice and criticism will make 

your entire house flipping experience go a lot smoother. The larger your support 

networks the better. Realtors aren’t the only people to rub elbows with; investors, 

loan officers, bank executives and government officials are all people you should 

get to know well.  

 A Computer isn’t absolutely required but you’d be mad not to use one. The 

Internet is the most powerful information tool on the planet and not having access 

to it will be absolutely crippling. You don’t need to spend a thousand dollars on a 

fancy machine; you really just need Internet access and maybe general office 



program capabilities. If you’re reading this it’s extremely likely that you already 

own a personal computer but if you don’t, I seriously recommend investing in one. 

You’re going to potentially be investing tens of thousands of dollars in real estate; I 

think it’s far from out of the question to invest in a two or three-hundred dollar 

computer.  

 Aside from those you’ll need the basic amenities that facilitate travel and 

communication. Obviously you’ll need a method of transportation to get to various 

properties and a cell-phone is highly recommended.  

What about Money? 

Money is something that seems to be on just about everyone’s minds all the time. 

This entire book is about making money, real estate in general is about money 

(people don’t do it for fun, that’s for sure). This is one worry that you can probably 

put to ease. You don’t necessarily need to start out with a boat load of money to be 

able to get into the house flipping business.  

 If you don’t have a few thousand dollars just sitting around you’ll have to 

look into loans. It’s very likely that you’ll need a decent credit score to obtain those 

loans so house flipping isn’t for just anyone. When you do apply for a loan you’ll 

want to apply for more than the house you’re after actually costs so that you can 

use the extra money for repairs and renovation. We’ll discuss this in more detail in 

chapter four.  

  

  



3. How do I Find a House to Flip? 

There are many ways in which you can find a great property for your real estate 

investment. The problem lies in the fact that many would be investors aren't 

exactly certain what specific types of investment they wish to make. Unfortunately, 

the type of investing will greatly affect the type of property that will best suit your 

real estate needs. This article focuses on finding a great property for the purpose of 

flipping or rehabbing a property. 

Find a Real Bargain 

This is absolutely a necessary step when it comes to finding properties with 

excellent potential as flipped properties. Bargains are often sold at bargain prices 

for a reason. The good news is that many of these reasons are purely cosmetic and 

quite simple to fix. Finding a realtor that is willing to work with you for lower prices, 

bargain properties offer an excellent place to begin. If he or she is a knowledgeable 

professional you should have access to properties that would have been unavailable 

to you had you continued the search without the assistance of a professional. 

Another great place to find bargains of this nature is to search through 

foreclosures, auctions, and homes that are preparing to enter into foreclosure. 

While not always the case, there are many in these situations that are willing to be 

a bit more flexible with the price. Never offer full asking price first. Start low and 

negotiate up. This may lose some properties but in the end it will be a much more 

profitable venture if you can get the properties you want for a smaller investment. 

Get To Know the Area 

Before placing a bid on a potential property for flipping you need to learn as 

much about the neighborhood as possible. You do not want to place a family home 

in the middle of a retirement neighborhood, nor do you want to place a potential 

bachelor pad in that type of area. You also want to avoid areas that are entering a 

state of decline, as the rehab efforts are unlikely to achieve the profits you are 



hoping to receive. Instead, look for bargains in areas that are approaching some 

sort of renewal or have very low crime and excellent growth potential.  

 

If you are rehabbing a home that is meant to appeal to families make sure 

the neighborhood is safe, has a relatively low crime rate, access to good schools, 

and entertainment opportunities that may appeal to families. These things will 

affect the price you are likely to be able to expect once the rehab efforts have been 

completed as well as the type of renovations you will need to perform on the 

property. Buying a property in an area that you know nothing about is like buying a 

property without an inspection-which brings me to my next point. 

Inspection Time! 

This is one of the most important steps in the process of selecting the perfect 

property for your real estate investment needs. A qualified inspection will prepare 

you for any problems that may arise during the course of your work on the home. 

These are things that will affect the amount of money you should offer on the 

home, the amount of money you will need to invest in repairs, and the amount of 

money you can expect once all is said and done.  

Some people might have you believe that inspections aren’t completely necessary 

but, in fact, they’re absolutely essential. A real estate inspection is the act of having 

a qualified, often licensed, professional thoroughly peruse the property you are 

considering. The inspection agent will warn you about potential damage or 

problems with the property. It may seem like something that any contractor or real 

estate agent could do but you have to consider that they may not know every city 

ordinance and code that has to be fulfilled. Get yourself a qualified or licensed 

professional; this is not an area of your house flipping experience you should skimp 

out on. 

A big mistake that most first-time property flippers make is foregoing 

inspection because they “already know” that the property has problems. That’s why 



you’re buying it, right? You know about the problems and you’re going to fix them 

and resell the property. Unfortunately there may be some issues that you or your 

unqualified inspector miss; these could be precursors to more serious (and 

expensive) problems or potentially limit your ability to progress. If there were 

subtle signs of roof leakage, you would be a fool to replace the ceiling material or 

install new carpet until the roof leak was fixed; it could leak all over and destroy 

your work. If you happened to make those fixes before discovering the leak you 

could have to tear them down and start over. More importantly you’d be losing a lot 

of money. If you hire a qualified inspector you won’t have to worry about these 

subtle issues that can turn into massive setbacks.  

It’s an excellent idea to get an inspection done before offering any money for 

the house because it gives you leverage for bargaining. This directly affects the 

price you’ll pay for the property so it’s extremely useful and is sort of the whole 

point of house flipping. If there is a major fault like a rood that needs replacing or 

bad plumbing, you can use those facts to your advantage as an excuse to offer a 

lower price on the property. Any issue with the property (Old electrical system, 

faulty plumbing, and broken architecture) can be used to amend the asking price. A 

quality, qualified property inspector will catch these type of things for you and the 

amount of money they save you will probably far exceed any costs they incur. 

Another great thing about a good property inspection is that it often sheds 

light on the amount of money that will be needed in order to get the house in good 

working (or flappable order). Knowledge is very important in this line of work and 

can mean the difference between taking on a project (if the repair budget won't 

exceed the eventual value of the property) and walking away if the expenses would 

be too great to turn a decent profit. As an investor you should never take on a 

property that is pretty much guaranteed to be a failure, it is simply not a wise 

financial move to make. It doesn't matter how much the property calls to you on a 

personal level in the business of investing the bottom line is the only call you 

should be taking. 

More importantly however than any of the things mentioned above, a proper 

home inspection can inform you of potentially hazardous conditions within the home 



that the untrained eyes may not take notice of. Some of these things include toxic 

mold, which can be financially disastrous as well as hazardous to your health; 

foundation issues, and structural damage that is threatening the integrity of the 

property. An inspector should also notice the structural integrity of homes that 

could affect your home if they are weakened or fail all together. While these things 

seem so simple, it is often the simple things that lead to the greatest disasters. 

Whether or not you realize it, a good home inspector is one of the best tools you 

can have in your arsenal when it comes to flipping real estate as an investment 

venture. 

Failing to have a complete and proper inspection can lead to disaster when 

the renovations begin costing extra money and time as efforts are undone in order 

to get to the root of the problems as you go. There are very few things that can 

save you the time or money that having a decent inspection can manage to save. 

Inspections can also make you aware of any structural problems, code problems, 

and other problems that may mean the difference between this property offering a 

possible profit or a probable loss. It is much better to be armed with this knowledge 

before ever making an offer on the property in question. 

Don’t Jump the Gun 

This is an important thing to remember. If the first property doesn't speak to you, 

move on until you find one that does. This process is part science and part 

inspiration. If you are uninspired by a property it is unlikely that this property will 

suddenly take on a life of its own in order to suit your real estate investment needs. 

Keep searching until you find the property that meets all of your needs in order to 

find the perfect property for your first or your fiftieth flip. 

 

 

  



4. The Process of Property Flipping 

After you’ve found a property that you want to flip, your next step is to purchase 

that property. Obviously the lower the price you can get the better. Haggle with the 

seller as much as you reasonably can, make sure to use the house inspection to 

your advantage and point out as many flaws as you possibly can. A good way to 

establish how much the house is worth is to find similar houses in the neighborhood 

that are selling for less and bring them up to the seller. Your primary concern is 

getting a house that’s sellable for a high price but is selling for a low price due to 

easily fixable factors. 

Financial Planning   

Once you’re happy with the price of the home you’re going to need to acquire 

the funds to purchase it. If you just have a couple thousand dollars just lying 

around, good for you. If you’re like just about anyone else who’s ever tried to flip a 

house, you’re probably going to need to get a loan. The interest on money 

borrowed for business purposes is tax deductible so loans can have their up sides. 

That being said it has become much harder to secure these loans because of recent 

problems with loan frauds. Most lenders have instituted tighter requirements. 

You need make yourself as “financially attractive” as possible to lenders. 

Income information such as pay slips, rent receipts, tax returns, bank statements, 

credit card statements; assets such as property, stocks, bonds, motor vehicles; and 

liabilities are the basic requirements. The more information you can give lenders, 

the more willing they will be to lend you money. Once you have every bit of 

financial information accounted for you can start approaching lenders. 

The recent bout of flipping loan scams has made most mortgage companies, 

banks and other lenders become leery about loaning on a flip. They will research 

the title chain of the property to determine if the new value is legitimate, 

occasionally they will even make property owners produce receipts documenting 

any improvements or renovations to the house. They want to fully understand how 

much money was spent on the property and how that affects the purchase price. 



 

Proving that the prior sale was a "distressed sale" can convince some lenders 

to forego their seasoning requirements. A seasoning requirement basically means 

that you, the property owner, must wait 3-6 months before selling the flip for a 

higher sales price. A distressed sale could be one where the previous owner had to 

sell quickly because of unforeseen circumstances. For this to work, the flip needs to 

truly be worth the new sales price too and the appraiser should justify the 

distressed sale as well the increase in value. Always check with your banker or 

mortgage broker on what loan programs you will qualify for. There are lenders who 

can lend up to 100 percent of the purchase price and additional 100 percent on 

improvements that the borrower estimates he/she will make in the property. 

If you need cash for a down payment to pay the seller, it’s possible to borrow 

on your unsecured bank credit line or even your credit cards (Namely low interest 

rate credit cards). You will only need the cash for a few months until you can sell 

the flip so it should not be too expensive. 

Are you a home owner? You can get a home equity line of credit (HELOC) 

with your local bank. This is an excellent way to finance your flip. Interest on 

HELOC is tax deductible.  Home equity lines of credit are usually offered with 

variable interest rates. With a HELOC, you borrow against whatever equity you 

have in your house (the portion of the house that you actually own). 

Another cash source is to borrow from private lenders. A private lender 

usually won’t ask for a down payment. Private Loans also have a very quick 

turnaround which is essential if you are bidding on a foreclosed property or trying 

to negotiate with a motivated seller. Banks normally take one or two month to close 

but most private lenders can close within two weeks. Generally they don’t charge 

pre-payment penalties or have seasoning requirements either. One potential 

disadvantage is that private lenders are collateral-based and will usually require 

priority rights on the property flip. 

  



Fixing or Straight Flipping  

If you’ve purchased a house from a foreclosure or auction and got a ridiculously low 

price on it, you may not have to do any renovation or restoration. Sometimes a 

house in a good neighborhood will go for much lower than its sellable price due to 

uncontrollable circumstances. If this describes your situation, all you need to do 

now is to decide when to sell the house. You could wait for the market to increase 

but you’re taking a chance that it might drop. You may be waiting anywhere from 

three to twelve months depending on your tax situations. For more information, 

skip ahead to chapter five.  

 If you’re still reading then I guess you got yourself a “fixer-upper.” Good for 

you, these types of houses usually have the highest profit margin and, in my 

experience, are the most satisfying houses to flip. The first thing you’re going to 

want to do is decide which jobs you can do yourself and which jobs you’ll need to 

hire professionals for. Some things are relatively easy and can be accomplished 

after a little training; these would include activities like: Installing new carpet, 

painting, drywall hole repair, shelf installation, gardening and cleaning. Other tasks 

are potentially dangerous or hazardous and should only be attempted by 

professionals, these include: Electrical work, plumbing, roof repair, carpentry, 

insulation and major architectural work. Sometimes you’ll find that it’s actually 

more cost effective to hire someone to do a menial task, like landscaping, simply 

because they can do it a lot faster than you can. Time is definitely money in the 

house flipping business so take that into consideration.  

 

Procure a Proficient Plumber 

 

The first thing you should do is contact family and friends for recommendations of 

plumbers they’ve hired in the past. Contractors, real estate agents and plumbing 

supply stores are also good places to find out where quality plumbers are.  



As it turns out there are two different types of plumbers—those who handle 

repairs and those who specialize in new construction and remodeling. If you have a 

clogged sink, leaky faucet or a plumbing emergency, call the repair plumber. If you 

need to completely replace plumbing in the property or create some new plumbing, 

call a construction/remodeling plumber. When you’re asking around about potential 

plumbers be sure to check the type of job the plumber was called in to do. It’s also 

a good idea to figure out if the plumber specializes in residential or commercial 

work. 

 Once you’ve found a plumber you should make sure he or she is qualified. 

Many states require a license or state certification for plumbers. Make sure the 

license is current and there are no complaints against it. Also make sure that your 

prospective plumber is insured with both workman’s compensation and liability 

insurance. Any reputable plumber will be able to give you their insurance policy 

information. Lastly you can check your potential plumber with the Better Business 

Bureau to see if any complaints have been filed against him or her.  

 

Encounter an Excellent Electrician 

Electrical work is not only dangerous but it has extremely strict code enforcements 

just about anywhere you go. Cities don’t like it when houses and neighborhoods go 

up in smoke so the laws and codes are very strict. If you are not a certified 

professional, do not attempt to do any electrical work, hire a pro.  

 Hiring an Electrician isn’t really all that different then hiring a plumber. You’ll 

want to ask family and friends if they’ve hired any Electricians locally and find out 

about their service. Electricity supply stores aren’t something you see around town 

all the time so your best bet is to go to a local or chain hardware store and ask 

some of the people who work there. 

 Electricians usually have licensing requirements as well so when you do find 

a potential electrician you’ll want to go through the whole process: Check to see if 



their license is current and there are no complaints against them, make sure they 

have workman’s comp insurance and liability and make sure there are no Better 

Business Bureau complaints against them.  

 Before you officially hire an electrician have them do a walkthrough of the 

property and give you a bid on the price. To get the best price it’s a good idea to 

get bids from at least two other companies as well. Since electrical work is 

something to be taken especially seriously, you might consider asking the 

electrician about some of his previous clients and interviewing those people about 

how they would rate the electrician’s services.  

 

Catch a Competent Contractor 

Most other contractors are going to be doing work that’s less dangerous but still 

very difficult and time consuming. The procedures for hiring them are essentially 

the same. Make sure you hire from a reputable company and get as many bids as 

possible for a competitive price. The more information you can get about the 

potential contractor, the better the contractor you will find. Also, the more 

information about the exact job that needs to be done and the time frame, the 

more accurate and affordable your price estimate will be.  

Regardless of who you’re hiring for what, always get a written contractual 

agreement on the price to be paid before any work is done. This will protect the 

contractor by ensuring that you’re agreeing to pay them for their work. This also 

protects you from having to pay them if they don’t complete the work (either at all 

or in the manner that the contract specifies). Generally speaking it’s advisable to 

keep all individual, separate invoices below twenty-five hundred ($2,500) dollars. 

This is so that you can keep them within a smaller civil court should the need to sue 

arise. It doesn’t happen often and it’s hardly the ideal situation but it’s always 

better to prepare for the worst than to be blind-sided by it unexpectedly. 

  



Get Ready to Sell! 

Now that you’ve renovated (or just sat and did nothing, depending on your angle) 

your new property, it’s time to do the actual flipping—that is to say, sell that baby! 

Unfortunately it’s not as easy as just throwing a “For Sale” sign out on the lawn and 

waiting for someone to drive by and toss you a suitcase full of cash. For one thing, 

you need to know what you’re house is worth.  

Acquire and Appraisal 

The first thing you need to do is get an accurate appraisal of what your property is 

worth now that you’ve fixed it up. This is still an important step if you just bought a 

house dirt cheap and waited for the market to go up. The primary reason you’ll 

need appraisal isn’t just so you’ll know where your profit margins lie; it’s so you 

know if you’re really done with your renovations or waiting games. A lower-than-

expected appraisal could mean that you skimped out on renovations and need to 

expand and invest further. It could mean that your gamble with the market turned 

out bad and you need to either take a chance and wait for it to return or just cut 

your losses and try to break even (Hint: breaking even beats gambling “all in” any 

day!).  

 Probably the simplest way to find an appraiser is to just grab a p hone book 

and look up real estate appraisers. If you’re more concerned with experience and 

accuracy you should probably go to a reputable real estate agency or ask around 

and see who’s recommended. Depending on the conditions of your loans you may 

have to use an appraiser that’s approved by your loan company. This is probably 

the easiest way to find an appraiser because you don’t actually find an appraiser, 

you’re appointed one.  

 As with most things real-estate-related you don’t want to skimp out on an 

inaccurate appraiser. That being said you’re wasting money if you get the most 

expensive appraiser in your area. It doesn’t take a PHD or M.D. to tell you how 

much your property is worth so if your appraiser is charging more than your 

general physician you might want to shop around.  



 After you’ve selected an appraiser you need to make sure you have as much 

information as possible (remember, information is power). At bare minimum your 

appraisal should include information regarding your home, your neighborhood and 

at least three similar sales within the surrounding area in the past two or three 

months. Lastly you should remember that an appraisal is only a tool and ultimately 

only an estimate. Your house or property might sell for much more and it very well 

may sell for substantially less. The only purpose of an appraisal is to assess if 

you’ve done enough work and to get the best price possible from your house (and 

depending on your circumstances, get the loan company off your back).  

Find a Buyer 

A lot of people overlook the importance of “For Sale” signs. It seems like a simple 

thing but you’d be surprised how effective a little signage is. What type of sign you 

use will primarily be dependent upon who you’re trying to sell your house to. If 

you’re selling a million-dollar home near the beach, you’ll probably be using a 

realtor with their own custom sign (usually the kind with a swinging panel). This 

shows a level of professionalism and commercialism. If you’re selling a much less 

expensive home in a rural area then your best bet is a “For Sale by Owner” sign. 

These can be found at your local hardware store. They are particularly effective 

because they convey a sense of simplicity and imply that the buyer will likely get a 

good deal.  

 Advertising is probably the absolute most effective way of getting people to 

know about your home. If you’re using a realtor they will probably have their own 

methods and advice on this topic. If you’re in a rural neighborhood or even a 

medium-sized city then the local newspaper is a good place to start. It’s relatively 

cheap compared to the return you’ll be getting. Another viable option is online 

advertising. Some particularly effective website include: www.Craigslist.com, 

www.pennysaverusa.com and www.realtor.com. If you’re going the online route 

you might consider investing in a virtual tour; you hire a company to take special 

photographs in a spherical arrangement that people can view in 3D online.  

http://www.craigslist.com/
http://www.pennysaverusa.com/
http://www.realtor.com/


 

  



Complete the Sale 

This is a bit more complicated than it sounds. These are the basic, bullet-point 

guidelines but you should probably contact a realtor and do some extensive online 

research before proceeding. Here is a very basic checklist of events that are 

required for selling your property. 

1.  Negotiate 

 Be sure that buyers use the right form for writing a purchase offer.  

 Don't ignore offers; even low-ball offers should be countered. 

 Consider making a counter offer contingent on buying a home, if market 

conditions warrant.  

 Don't be afraid to make a full-price counter offer, if you are priced 

competitively.  

2. Open Escrow & Order Title 

 Your agent or transaction coordinator will open escrow and order a title 

policy.  

 Keep a record of the contact information for the closing agent.  

 Select a date to close based on when the buyer's loan will fund.  

 Ask for a receipt for the buyer's earnest money deposit. 

3. Schedule an Appraiser Appointment 

 Prepare the house for appraisal.  

 If you receive a low appraisal, ask your agent about alternatives.  

 You’re only allowed a copy of the appraisal if you paid for it. 

 If the buyer decides to cancel the contract based on an appraisal, ask your 

agent or a lawyer about your rights. 

4. The Home Inspection 



 Ask your agent to provide you with a home inspection checklist so you will 

know which items an inspector will want to see.  

 Prepare the attic and basement for inspection. The inspector will be checking 

for a wet basement. 

5. Obtain Seller-Required Inspections 

 If your contract calls for a roof certification, hire a reputable company to 

conduct the inspection.  

 States that allow for termite / pest inspections make these reports public 

records.  

 The fees for all inspection reports, even if seller-mandated, are negotiable.  

6. Disclosures 

 All homes in the US are subject to lead-based paint disclosures.  

 If you are aware of any material facts, disclose them.  

 Your title company should provide CC&Rs, but if you belong to a homeowner 

association, additional documentation will be required. 

8. Sign Title / Escrow Documents 

 You will need a valid state I.D. 

9. Close Escrow 

 Your property deed, re-conveyance and deed of trust will be recorded in the 

public records.  

 Title will notify you and your agent when it records.  

  



5. House Flipping Laws 

Mortgage Fraud 

Most investors stay on the right side of the law and legitimately purchase properties 

at a discount, fix them up, and sell them for a profit, but others are not as 

scrupulous. The process can encourage mortgage fraud, in which an investor buys a 

property, an associate gets a mortgage based on an artificially inflated price, and 

then the two split the amount that's above what the investor paid for it. An 

investigation by the Sarasota Herald-Tribune in 2009 determined that $10 billion in 

suspicious deals took place in Florida alone during the housing boom.  

Federal Regulations 

Flipping a house, or reselling a property quickly after purchasing, isn't illegal; in fact 

there really are no federal laws that specifically address flipping a house. All the 

same the U.S. Department of Housing and Urban Development (HUD) instituted 

some new rules regarding mortgages issued by the Federal Housing Administration 

(FHA) in an effort to prohibit predatory lending and flipping. These included a 

provision that the property being purchased must have been owned by the seller 

for at least 90 days before the sale. If the property was owned for more than 90 

days but fewer than 180, the lender must get an additional appraisal from an 

independent appraiser that confirms the value of the property. 

Effective July 9, 2006, to keep wholesalers from making a quick profit, only the 

actual owner of a home can sell a home with FHA, Federal Housing Administration, 

financing. 

Because so many house flippers committed mortgage fraud or used predatory 

lending practices, HUD, the U.S. Department of Housing and Urban Development, is 

trying to protect home buyers. HUD also seeks to halt appraisals at inflated prices. 

The agency believes that house flippers artificially inflated prices. 



To discourage house flipping, homes sold within 90 days of purchase won't be 

eligible for FHA financing, either. Additionally, houses selling for twice as much as 

the purchase price in the time period between 91 and 180 days after the last sale 

require additional valuation data in order to qualify for FHA financing. 

The exemptions to this policy include HUD, Fannie Mae, Freddie Mac, lenders selling 

real estate owned (foreclosures), local or state housing agencies, nonprofits with 

HUD permission to purchase discounted real estate owned properties, inherited 

properties, and dwellings located in presidentially declared disaster areas. 

What does this mean for people who want to flip houses to those using FHA 

financing? 

• You must either keep the house for 90 days or sell to a buyer who uses 

conventional financing. 

• You need to spend a few weeks fixing the house and sell so it closes after the 90 

day period. 

• You should keep records of your improvements and prove that the new price 

reflects your work. 

• Always keep your mortgage lender and your appraiser honest. 

• Try to make a fair profit for helping a desperate seller move on, fixing a 

distressed house, and creating a new buyer's "dream home." 

 

If the property was owned for more than 90 days but less than a year and is in an 

area where flipping has been a known problem, the lender might be required to 

supply additional documentation, such as proof of renovations or improvements, to 

substantiate the value. 

  



State Laws 

Some states are beginning to take action to curtail flipping. Washington instituted a 

law in 2008 that requires investors who plan to make more than $500 in 

improvements to a property to be a registered contractor or to own the property 

more than a year before selling it. People, who build houses on spec, or without a 

particular buyer in mind, are also subject to the law. 

 

  



6. The Benefits of House Flipping 

Obviously the first benefit that anyone thinks about when they discuss house or 

property flipping is the profit. This is one incredibly tangible benefit, particularly 

when the profits are large and quick to come your way. But you should know that 

financial gain is not the only benefit that can be associated with flipping real estate 

(though I’m sure it’s everyone’s favorite, especially real estate investors).  

Profit 

First we’ll discuss everyone’s favorite. Profit is the primary reason anyone gets into 

the business of property flipping. Property flipping is usually not a walk in the park 

on a spring afternoon. Most people would not get into house flipping just because 

they like to sit and work on houses all day. There’s a lot of hard work involved but 

when you do complete your and you finally make the sale, you generally find that 

the massive profit you make from a successful property flip is worth every arduous 

hour of work you put in.  

If you invest time in learning the proper way to flip a house, you can make a 

considerable amount of money in a short period of time. Depending on the type of 

property you invest in and the market where the property is located, you can make 

thousands of dollars in profit within a few months. There is no guarantee to the 

amount of money you can make; however, the average profit margin for house 

flipping is between ten and thirty thousand per home.  

If you are able to purchase and flip four houses per year and make a ten-

thousand dollar profit on each property, you’ll be putting an extra forty-thousand in 

your pocket. Imagine what kind of profits you’d be in for if you were able to make 

thirty thousand or more from each home. Before long, you could quit your day job 

and make house flipping your full-time career! 

  



Contingency 

One completely awesome thing about property flipping is that you can still manage 

to make money even when the situation may not work out quite as planned; you 

just have to be a savvy investor. This is just another benefit to flipping real estate; 

if the flip doesn't work out; there is always the option of leasing to own the 

property or renting the property out. The profits in these situations are considerable 

less than a straight out flip but it can prevent financial ruin that is often the risk of 

a flip gone wrong. The fact that there are options and that you aren't necessarily 

left ruined at the end of a bad flip is definitely a benefit. There aren't many types of 

investments that allow you the option to save yourself the way real estate does. 

Satisfaction 

House flipping is the perfect occupation for those who enjoy do-it-yourself projects. 

If you are the handyman type you can save a tremendous amount of money by 

doing the work yourself. If you don't enjoy doing this type of work there are many 

skilled laborers looking for work. These folks are eager and willing to do the work 

for you at a reasonable price. 

House flipping generally involves cleaning, painting, electrical or plumbing 

repair, flooring installation, and updating appliances such as stoves, refrigerators, 

and dishwashers. Some houses will require the installation of new windows or 

doors. 

Besides being able to make a nice profit, house flipping offers the reward of 

transforming an old or worn-down home into a beautiful home where a family can 

create life-long memories. Although house flipping does involve a considerable 

amount of physical labor, the rewards are certainly worth the effort.  

Self-Employment 

One of the greatest benefits of flipping houses is that you are basically working for 

yourself.  You do not have to punch a time clock or worry about overtime (at least 



not on your part). This could be a negative aspect if you lack the discipline required 

to finish the job. However, most of us will view this is a huge benefit when deciding 

whether or not to take the plunge into the wonderful and lucrative world of real 

estate investing.  Even though this is a business that requires a lot of work in order 

to turn an attractive profit there is some satisfaction at the end of the day involved 

in knowing that you are working for yourself and not to make someone else wealthy 

or in waste your time not going anywhere in your career. That feeling of satisfaction 

is one that you should hang onto when you start renovating and repairing and your 

investment becomes, temporarily, a holy terror. Of course there are going to be 

mistakes along the way but what other investment type job keeps you on your toes 

quite like this one?  

Real estate investing, house flipping in particular, can be one of the most 

frustrating types of investments a soul can pursue. At the same time it can also be 

one of the most rewarding emotionally, spiritually, and financially.  

  



7. The Risks Involved 

 

 As with any real estate venture (or any investment at all really) there are 

certain risks that should be considered before proceeding. Anyone who has made 

millions of dollars on real estate will probably tell you that they’ve lost a fair chunk 

of change too. Being able to get past these risks and overcome obstacles will be the 

difference between success and utter failure.  

General Risks & Obstacles 

House flipping gives you a chance to be a hands-on investor and really interact with 

your investment. It’s fulfilling and straightforward; it’s also the preferred method 

for most real estate investors. Unfortunately it’s also one of the riskier investments, 

particularly when trying to turn a profit in what is known as a buyer's market.  

The risks are not complicated but a lot of times people ignore or overlook 

them and they can have a huge impact on the overall success or failure of the 

project.  

One of the biggest risks is in paying too much for the property. It’s 

absolutely imperative that you do your research and pay as little as the market 

allow for your properties. There will be times when the market is so bad that you 

will only make tiny profits or just barely make your investment back. Even paying a 

few thousand too much for a house can be the difference between coming out 

ahead and losing money.  

Another commonly overlooked risk is the cost of repairs. Many investors 

don’t properly assess what the repair costs will be and don’t factor them into the 

equation properly. It’s very important to get accurate estimates on what the repairs 

will cost. You should also divide your repairs into three categories: Required, 

Important and Nonessential. Required repairs are things that absolutely must be 

done, these are your primary objective after buying the house; this could include 

plumbing, heating, electrical problems, code enforcement issues and severe 



aesthetic damage. Important jobs are your second priority, they’re jobs that you 

feel must be done but in a worst-case scenario the house can still be sold without 

them. These would include Minor plumbing issues, aesthetic repairs, minor 

landscaping, floor/ carpet replacement and painting. The nonessential category is at 

the bottom of the totem pole. These are repairs that increase property value but 

are largely aesthetic and generally grounded on personal preference rather than 

necessity. These would include minor aesthetic repairs, inclusion of extra features, 

decorations, wallpaper and major landscaping. 

Overestimating your ability to do the repairs yourself and underestimating 

the time required to do them are two other repair-related risks that people fall 

victim to. Time is always a factor here. Doing everything thing yourself might seem 

like it’s free but if it takes you three weeks to do what a couple of workers could do 

in three days, you might want to reconsider. The new laws regarding house flipping 

give most people a buffer period of at least two months so it’s good to use this as a 

base for your time management. You also need to consider the quality of the repair 

work. Are you a certified electrician or plumber? Do you have excellent carpentry or 

painting skills? Just because you’re working with real estate doesn’t mean you need 

to be a master at construction and house repair. You’re better off paying someone 

else to do quality repairs than to do mediocre repairs and end up having to call 

them later; then you’re wasting time and money.   

The most obvious risk that most people do recognize is the market itself. 

People realize this risk but they tend not to take the right actions against it. 

Sometimes the market won’t rise back up as soon as you’d like it to. Other times it 

will actually just get worse instead of better. You can look at housing trends all you 

want but no amount of past information is going to give you anything more than an 

educated guess as to what the future holds. Economies collapse and major 

recessions happen, there’s not a lot we can do about it. Sometimes your best 

option is to sell your property with a lesser profit or even a small loss than to lose 

big by trying to hold out. With the time you waste trying to hold out on a failing 

property you could be reinvesting in another location and starting over with a better 

situation.  



There are some effective methods of preventing the risks and overcoming 

the obstacles. For one y should make every effort to insure that your first flip is a 

simple cosmetic flip (A good inspector can help you with this). In fact, this should 

be the case for your first few flips and then you can move on to more substantial 

flips that involve more work. Although these flips will be less profitable they will 

allow you to gain experience and learn to budget, set timetables, and live within 

those budgets and timetables. This is where most investors go astray when taking 

on projects that are above their means. A house flip is not a small or simple 

endeavor and there is a lot of money to be lost along the way when this particular 

real estate investment doesn't pan out. Start small and ignore the dollar signs in 

your eyes, then work up to more extensive projects. 

Another pitfall that many investors make is not catering to the audience they 

are hoping to attract in the property being flipped. A bachelor's pad does not need 

3 or 4 bedrooms. At the same time, a family home typically needs at least 3 if not 4 

or more bedrooms. Other considerations should be fenced in yards, landscaping, 

and maintenance requirements. Low maintenance lawns are in high demand these 

days particularly low maintenance lawns that appear to be well landscaped.  

Keep these things in mind when flipping your real estate and you should see 

some degree of success-just remember, the rewards when you are doing things you 

never thought you would be doing during the process. 

 

  



Potential Tax Consequences 

Believe it or not there are serious potential tax consequences to house flipping. I 

could probably write a separate pamphlet on the IRS and tax issues alone.  

Investment profit, regardless of whether it comes from sale of stocks or real estate, 

is considered capital gain and is taxed at two levels. The tax rates depend on how 

long you own the property. 

If you have an asset for a year or less you will face short-term gains that are taxed 

at ordinary income-tax rates, which could be as high as 35 percent. If you hold 

onto your assets for longer, the federal tax laws will be kind to you. By holding an 

asset for over a year, you'll face the long-term capital gains rate that maxes out 

(most of the time) at 15 percent. 

It may be difficult to wait that long to sell your newly acquired property. A lot of 

people think that the taxes aren’t impeding on their profits too much and decide to 

sell away. If that’s your mentality, I urge you to reconsider. Simply using the profits 

to get another house to flip is tempting but you could actually create a whole new 

set of problems for yourself. That approach could definitely allow you to make a lot 

more money but constant property flipping also can create additional tax issues.  

When you complete several real estate transactions in a short period of time 

there is a good chance that the IRS might consider your property transactions as a 

business or trade rather than an investment strategy. If that happens, there's no 

way to get out of paying the higher ordinary income tax rates. 

How does the IRS decide whether you’re investing or running a business? 

Unfortunately there’s no clear cut answer; it depends. 

The IRS doesn’t have a specific number of houses or amount of profit to 

determine this. They assess each situation individually and make a decision based 

on the facts.  



If you’re getting and selling large numbers of properties each year and that’s 

your primary source of income then the IRS will likely determine that you’re a 

dealer, not an investor.  

This is not something to take lightly. The IRS has been paying a lot more 

attention to the tax gap (the amount of money owed to the IRS that it hasn’t been 

able to collect). One of their methods of rectifying this deficit is collecting on house-

fipper’s  

If the IRS decides that your house flipping is being done to earn a living, the 

property changes from a capital asset to a means of producing income that's 

subject to ordinary tax rates AND another 15.3 percent in self-employment taxes.  

Luckily there are remedies to these situations. They may not be ideal but the IRS 

isn’t exactly an entity to be argued with so doing whatever you can within the 

system is pretty much the best you can do.  

The easiest way is the capital-gains technique. Just hang on to the property for 

more than a year and you only have to pay the long-term capital gains taxes 

instead of higher ordinary rates. It’s a good tax strategy to try and sell your 

money-making property in the same tax year that you lose money on a different 

long-term investment. If the opportunity arises it will offset your gain.  

There is a way you can practically avoid taxes altogether! All you have to do is 

move into the investment property and turn it into your primary residence. As long 

as you live there for two years (730 days) out of the last five, the IRS will accept 

that it was your home. When you sell it, up to $250,000 ($500,000 if you're 

married and file jointly with your spouse) of your profit is excluded from taxation. 

Those two years don’t even have to be consecutive. You can live there 6 months 

out of the year for four years if you wanted.  

Another option is to defer tax on your real estate gain by exchanging it for 

another property. This is called a like-kind or a Section 1031 exchange. All you 

really have to do is make sure to trade an investment or business property for a 

similar one. You can swap undeveloped land for developed land or a residential 



rental home for a commercial property. There is one restriction, however: The 

exchanged property can't be a personal asset. It must be an income-producing 

asset. 

Ultimately this will only post-pone your tax situation so it’s more useful as a 

stalling tactic than a money-saving tactic.  

Some property speculators incorporate in an effort to reduce or avoid taxes. 

This doesn’t change the tax law but the key benefit of incorporation is that you 

segregate your business activities from your personal so there's no personal 

liability. It’s a good strategy for your long-term investment and protecting yourself 

from financial consequences but it doesn't get rid of the fact that you’ll still have to 

pay taxes.  

If you’re not careful, incorporating could make tax matters worse. 

Incorporating lends more credibility to the fact that it is a business. This will make 

it a lot harder to prove that you’re an investor and not a dealer as you’ll essentially 

look like an employee or officer of your corporation rather than a private investor.  

Lastly you should remember to always keep excellent record. Recording your 

property repair, renovation and other expenses can save you a lot of time and 

money. This type of documentation can help you claim real estate investment 

deductions. 

When you invest in a property and improve that property, those costs can be 

used to offset your eventual tax bill. It would be wise to have separate checking 

account for each piece of property. Allowing the costs associated with several 

different investment properties, or even one investment property and your personal 

bank account, can and will lead to confusions for you and the IRS. This will lead to 

tax problems. 

 

  



8. Alternative to Fast Flipping 

 

Buy and Hold 

Buy and hold is a long term investment strategy based on the view that in the long 

run financial markets give a good rate of return despite periods of volatility or 

decline. This viewpoint also holds that short term market timing, i.e. the concept 

that one can enter the market on the lows and sell on the highs, does not work for 

small or unsophisticated investors so it is better to simply buy and hold. 

It’s no secret that buying and holding real estate is a classic formula for 

amassing great wealth. Most "old money" was accumulated via land ownership. 

Even after periods of decreasing land prices, land values have almost always 

rebounded in the long run. This is because there’s essentially a limited amount of 

land available. 

Despite the proven benefits, long-term real estate ownership carries a 

plethora of legal issues and management problems that other investors (stocks and 

bonds) never have to deal with. Real estate ownership is a management-intensive 

endeavor that is outside the skill set of a lot of investors. 

Buying and holding is an option that presents the benefits of profiting off 

your property with the potential of a long term investment. The basic formula is 

simply that you hold on to your purchased property for an extended period of time 

and sell when the market is high. This is a great option for those who aren’t 

comfortable with the fast-paced environment of house flipping.  

  



9. Conclusion 

 

I hope this book provided you with everything you wanted to know about house 

and property flipping. Real estate flipping is a fun and rewarding way to make 

financially lucrative investments and turn fast profits. Real estate flipping, as with 

any and all investment, definitely has its fair share of risks and obstacles. Getting 

past these obstacles and bettering your life with nice profits is usually worth it for 

most people though. Hopefully with the information in this book and a little elbow 

grease you’ll be able to get into the world of house flipping. If you haven’t started 

yet, get on it! If you’re anything like the thousands of other people profiting from 

the industry, you won’t regret it.  

 

 

 

 



 

 


	1. What is “House Flipping?”
	The (very abridged) History of Real Estate
	A Brief History on House Flipping

	2. Who is this Book For
	What Tools do I Need?
	What about Money?

	3. How do I Find a House to Flip?
	Find a Real Bargain
	Get To Know the Area
	Inspection Time!
	Don’t Jump the Gun

	4. The Process of Property Flipping
	Financial Planning
	Fixing or Straight Flipping
	Procure a Proficient Plumber
	Encounter an Excellent Electrician
	Catch a Competent Contractor
	Get Ready to Sell!
	Acquire and Appraisal

	Find a Buyer
	Complete the Sale

	5. House Flipping Laws
	Mortgage Fraud
	Federal Regulations
	State Laws

	6. The Benefits of House Flipping
	Profit
	Contingency
	Satisfaction
	Self-Employment

	7. The Risks Involved
	General Risks & Obstacles
	Potential Tax Consequences

	8. Alternative to Fast Flipping
	Buy and Hold

	9. Conclusion

