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PRAISE FOR AFA PITTS AND


The ABCs of Flipping




If you watch TV, home improvement shows rank at the top, and they always conclude with a happy ending. But they never show the entire process that goes into flipping homes.




Although flipping presents unlimited possibilities for huge profits now and into the future, the flipper must be fluent in the entire process—from initially researching the market through the intricacies of completing the final sale. This book addresses all the necessary steps to make you successful.




Dr. Afa Pitts, with her extensive background in medicine, knows how to pay attention to detail. She presents in-depth instructions in a proven educational approach, using the alphabet to arrange chapters in a way that can be fun, easily absorbed, and retained. Just remember your ABCs.




This book is an absolute necessity for anyone interested in flipping houses and even those who are interested in purchasing flipped homes. This is where you need to start. I highly recommend it.


—Dr. Paul J. Pavlik


CEO and Founder, Tracker Enterprises, Inc.




An innovative approach to flipping in today’s uncertain real estate market with just the right amount of attention on planning and execution to get you out of your head and into investing. Afa Pitts reflects on her lessons and successes, holding your hand through the process of succeeding in both flipping and life.


—Shenoah Grove


Founder, Texas REIAS




Afa Pitts combines her competitive spirit, passion for winning, engaging leadership energy, focus on quality, and overall personal programming for success to develop and articulate a proven strategy to successful real estate flipping. This eye-opening, common-sense, and engaging read weaves the perfect balance of proven success with a reliable and easy to follow roadmap. An absolute must read for the novice and expert real-estate investor.


—Marie Alvarado


Director of Operations, U.S. Congressman John R. Carter
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INTRODUCTION





House flipping has never been more enticing and exciting. The popularity of various reality shows based around flipping and design has skyrocketed. Who doesn’t love to see those transformative “befores” and “afters”? Watching a young couple find the starter town house of their dreams or a family find their perfect forever home pulls us all in emotionally. These shows spur the creative mind with what is possible in a house redesign or flip.


Knocking down walls, building custom closets, creating a new kitchen, painting the exterior, and landscaping—some homes need a little work, and some are gutted from top to bottom. The best designers and flippers are visionary and see the potential of a house with a little (or a lot of ) TLC.


For me personally, house flipping not only provided an excellent income and a pathway to business investment, but it also afforded me the ability to both help people and have a creative career that isn’t just a nine-to-five job. I’ve since moved on to investing in businesses—but it all started with house flipping. I knew even as a medical doctor that business was something I was both interested in and excelled at.


Average profits for house flips can be between $30,000 and $60,000, depending on the number of repairs needed.1 However, certain markets and certain price points can deliver much higher profits. Even with having investments across the country, I really like and liked working in Texas, where the market is considered hot (as of this writing, but markets are rapidly changing—and house flippers should know you can expect a bumpy ride sometimes). Hot markets, though, have limited inventory, since everything gets snapped up so quickly—so a house flipper is going to want to be as networked and connected to the community and contacts in that market as possible. But there has never been a more exciting time to be in the flipping business.


My background as a medical doctor always combined my compassionate nature with my analytical side. That same duality was part of my approach to flipping and investment. When I moved to the United States—confronted with red tape of transferring my medical license and never wanting to be idle—I was intrigued by the idea of pursuing business opportunities. I loved seeing my vision for a house come alive. I was inspired by the idea of finding a run-down house, a property that was outdated or needed some attention and TLC, and transforming it for a new, young family or someone who wanted to be in that neighborhood but lacked the skills and concepts to transform the house themselves. Because of my methods, API Inc. (https://apinvestments.us) offered quality homes with attractive finishes and the look home buyers seek. I often heard (and still hear) from buyers even two years later or more: “Oh, we still love everything about the house. Whenever we have company, everyone just adores our home.” I stand behind our work, our homes, our product. Those calls made me feel good about my visions for those homes.


Another aspect I loved about finding people the home that was right for them was that it was a big deal. People do not change homes every day. It’s something you do rarely (sometimes only once!), and you might change every five or ten years or longer. In fact, according to the National Association of REALTORS®, in 2018, the median time people stayed in their homes was thirteen years.2 So buying a home is a major decision and purchase, especially for those younger families or first-time buyers, and they’re very appreciative. I’m still in touch with so many people whom we sold houses to. And I think part of it is that we didn’t utilize a real estate agent, or that in-between person (something I discuss in the book). It all came directly to and from us, which made it kind of like keeping it in the family in our company.


I’ve also always wanted to combine my skill and desire to help people with business in one way or another. I’ve always been skilled at managing people and just managing in general—juggling all those balls in the air. I always knew I would do something in that direction. Then it so happened that when I moved to Texas, I settled in the greater Austin area. Without even knowing it, years ago, it was the perfect place to go into this kind of business because of growth in the area. Austin, between 2010 and 2020, experienced a population increase of 21 percent.3 In competitive markets like Austin and elsewhere, people especially needed my service, which is why we established our headquarters in Austin.


With the success the house development brought us, API Inc. was able to grow and branch out into business acquisition. We now invest in other businesses, one of the main focuses being medical businesses; having a medical background makes the process easy and seamless. In short, house flipping opened up my world to so many opportunities, and I have learned so much along the way. Some people go into house flipping and continue with it forever, growing and scaling it. They may hold onto some properties as rentals or mix their portfolio. Others may use the experiences they gain from flipping to get into commercial real estate, development, or other areas.


As a successful house flipper and developer, I’m asked a lot of questions. Face it, we all have design questions, real estate questions. And because of all those home design and transformation shows, everyone is fascinated by house flipping. When I set out to write this book, I came up with the idea of a dictionary of sorts. Each letter represents a topic, a principle, or something you need to know before you consider entering into or investing in this field. Even if you have no interest in house flipping yourself but are considering buying a flipped home or investing in a company like mine or partnering with one, The ABCs of Flipping: Your A-to-Z Guide to Buying, Rehabbing, and Selling Houses will give you a solid background on the terms and ideas you need to know to educate yourself.


The knowledge and experience I have led me to want to show others how to do it—and what to do and not do. The pitfalls and pluses are all spelled out. If you aren’t sure where to start, this guide is a gentle introduction.


So join me as we take a trip through the alphabet of house flipping. I hope to help you flip your life!
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A


Analyzing the Market





Analyzing the market for your house-flipping business or investment is very important. This letter is not about choosing the house itself (we get into that more deeply in C: Choose Wisely). This is about the market as a whole. You must be educated on everything from supply chains to inventory to trends in the area you are working. If you are not, you could make costly mistakes—or be taken advantage of.


When I first started out as a house flipper, I spent a lot of time finding properties and being on the job sites themselves. This was my “baby.” Later, as I put my team together (covered in T: Teams), a solid group of contractors, subcontractors, vendors, and others I had faith in, I could spend more time finding greater numbers of properties and analyzing market trends, some of the higher-level analyses my company needed.


Usually weekly, but at least twice a month, though, you want to check the following:


•Real estate association websites. While you want to know about individual REALTORS® in your area who are popular, selling a lot, specialists in a neighborhood you plan to work in, etc., real estate association websites will offer overall information for the area you are eyeing. They often have statistics for the market that will help you in your own personal analyses.


•Websites for the brokers. We will get into brokers in more detail in the letter B. These are more individual brokers—what they are selling, promoting, etc. Pay attention to how they market, to their brand, and to their specialties.


•Listings from wholesalers. Real estate wholesalers can be a very important part of your house-flipping business—and we will cover them in the letter W. For now, know they buy up many properties and attempt to sell off the contracts quickly, allowing house flippers to buy multiple properties from the wholesalers for a fee.


•Gross domestic product, inflation numbers, and supply chain issues. This is one of the great things about the internet and real estate. It’s public; you can look at it. You can look at numbers, numbers, and more numbers. How are house prices trending? What is the inventory in your area? What parts of the supply chain are having difficulty? What are inflation or recession indicators?


When the prices are very high, demand is very high, and there are not enough houses for people looking to buy, you want to be flipping—renovating, reselling, and not holding onto houses or inventory because holding in a hot market does not make profitable sense.


In addition, for property owners, renting properties was less advisable during the height of the COVID-19 pandemic because there were restrictions, such as not evicting nonpaying tenants during the crisis. With the world uncertain, you now need to consider unusual market conditions.


When the market is “normal” (and let’s face it, with so many changes in the world, we won’t always know where or when that is for sure), when things are not quite so hot, you might consider a different approach, and buy, flip, and rent out properties (or do Airbnbs, which I discuss in G: Geographic Locations). You don’t want to be reactive—waiting until the market totally shifts and then adapting to it. Instead, you want to be proactive, prepared for change before it happens.


You want to be proactive, prepared for change before it happens.


Also be aware of the consumer price index, for example, and other market indicators. Unfortunately, television can give people an unrealistic idea of house flipping. For example, on TV, none of the “reality” flippers are shown analyzing the market, paying attention to the consumer price index, etc. Their flips are for a television program, streamlined for the cameras. No doubt, they analyze the same things I explore in the book—but you just don’t see that.




ANALYZE THAT


What to look for in a house-flipping market analysis


1. Fast home sales. Are houses getting multiple offers on the same day it lists or you host an open house? How many days, on average, are homes on the market before they sell?


2. Are buyers trying to be competitive with cash-only deals or signing contracts without home inspections? Without contingencies?


3. Older homeowners? Older neighborhoods? Sometimes a whole neighborhood, in essence, is ripe for a flip. Older homeowners have raised their children and are looking to downsize or take off for Florida or the retirement city of their dreams.


4. Good schools. Good town. Good amenities. Low crime. We’ll get into this in letter Z, but homeowners are looking for features in a town. Are houses walking distance from dining or shopping? Is there a neighborhood “feel”? Are the town’s areas well kept and well lit? Is it located near main thoroughfares or highways leading to large employers in the area?





It’s almost like the stock market (except, honestly, the returns on investing in house flipping can be much higher). You are analyzing not just the house itself, but the market, and you are watching for trends, just like in the stock market.
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B


Brokers





The topic of brokers—should you become one, should you develop an exclusive relationship with one—is important for anyone entering house flipping or considering investing.


One of the more interesting things to consider is what the real estate market might look like in a decade. Will there even be real estate agents in ten years? As it is now, the version of real estate agent we usually think of might disappear because there are so many newer services, such as Zillow, Opendoor, and—I am sure as I am writing this—new, emerging apps. According to the US Bureau of Labor Statistics, real estate brokers are expected to have very low growth (about 4 percent) as a profession over the next decade.4 An Oxford study determined real estate is an area where computerization/tech is going to make sharp inroads.5


Apps like DocuSign and others mean the real estate business is more around the clock than ever (like much of life). Transactions can move fast—and some things can be done on a smartphone. Sites like Redfin and for-sale-by-owner kits are making sellers reconsider their use of REALTORS®.


There are also new sales methods. We’ve all seen the ads on TV for companies that buy damaged, run-down, and unattractive houses. Though the offer will be below market value, it is nonetheless a different approach to acquiring houses. Virtual tours, social media networking, even lotteries … real estate sales just don’t look like they used to.


In addition, today’s buyer is a lot savvier. They can look up any question online (which can be a good thing or a bad thing, as not all information out there is accurate). They also tend to come to an agent with an already-clear idea of what they want—they’ve looked at hundreds of homes online. They may even come to a real estate agent having already picked out the house and just wanting the agent to walk them through the process.


So if you are a house flipper, should you also be a broker?


I personally chose not to have my broker’s license. But before I made that decision, I analyzed the ins and outs of studying and obtaining a real estate license for a house-flipping business. Here are some important considerations:


•Getting your license will give you very good insights into property law in the state where you are trying to flip houses. Every state is different.


•You will have access to the Multiple Listing Services available to real estate agents, commonly known as the MLS. It is important to note that if you have a good relationship with a broker, in essence that also gains you access.


•You can list your own properties on the MLS. You’ll also have your finger on the pulse of what’s new on there as listings are added.


•As a broker, you gain extra income, especially when starting out in house flipping. You can make sales on the side and meld the two income streams.


•Many house flippers are brokers because they can get that “first look” at properties.


•Clients may feel more comfortable if you have your real estate broker’s license.


•You save a commission fee.


•You save on closing costs. (In most places, you need to have a real estate agent present at closing/handling it.)


Two drawbacks are:


•Time. I was so busy when I first started my business that I did not have time to pursue my license—and I had forged some good relationships with agents. Depending on your state, you can plan on spending four to six months on the course itself, and then there will be hours you spend studying and training.


•Money. It costs money to earn your real estate license. You have courses, fees for licensing itself, fees for memberships, and costs associated with your own background check. If you are just starting in the flipping business, cost will probably be one of your concerns.


In addition, think of the reasons you are considering going into house flipping. Chances are your answers might include making money (obviously), creativity, the excitement of finding and transforming homes, etc. You most likely are not thinking, “Oh, it will be so exciting and so much fun to learn all the boring fine print of real estate contracts and regulations!” Much of the “people” aspect and fun aspect of real estate is not part of getting your license—it is very much about the nitty-gritty legal and fine print, statutes, laws—the boring stuff (that you must be aware of—or have a broker you trust). Consider your personality and whether that is something that you would like to be involved in as you form your business.


If you decide to work with a broker instead of becoming one yourself, here are some suggestions for choosing one, based on Zillow’s checklist:


Check out the local housing market in person. Before you sign with a broker, you should pay a visit to the market you are working in (especially if it is not your home base; we will discuss long-distance flipping in G: Geographic Location). You want a broker who has connections to the community, has networks and contacts, who seems to really know their chosen market intimately. You need to have a feel for that market as well. There are some things you just can’t fully sense about a place until you walk the neighborhood or drive through at different times of the day or evening. Does downtown become a ghost town after five? How bad is traffic at rush hour? It’s important to know a market intimately—and if you can’t, because you are very busy with your business, you want a broker who does know it.


•Take meetings with three to four agents. See their selling/communication style—does it mesh with yours? Do they follow up and call/show up when they say they are going to? How do they handle showings, etc.? Talk to them about the details that are important to you and your business.


Clarify your motivations to sell. Make sure the broker you choose has experience dealing with house flippers and understands that selling quickly is essential. House flippers are different kinds of buyers, as well. You want a broker who has worked with investors not just individuals looking to buy their dream home. I’ve had brokers show me “perfect” homes in need of little renovation—that didn’t fit my business model.


•Check referrals. If you don’t have your broker’s license, you are trusting this person to watch out for your interests. Ask for—and speak to—referrals.


•Do they use nontraditional selling strategies? How are they leveraging social media? What is their marketing like?6


You have different needs from a young couple wanting to tour ten houses to find their dream home to start a family. So you need a broker who understands this. Most real estate agents are wired for just your average seller or buyer who are selling/buying a house for themselves or are looking for a house as a family. As a house flipper, you want to seek out a real estate agent who is investor friendly. They are not all like that.


As a house flipper, you want to seek out a real estate agent who is investor friendly.


Investor-friendly real estate agents are the type I actually used at the beginning when we just started. They will be very prepared in the area of market analysis because they are used to working with investors. You are trying to maximize your profits—not find your ideal home. In fact, you are most likely looking for distressed homes and fixer-uppers.


These investor-friendly real estate brokers are also more likely to have off-market listings, allowing you to snap up properties before they become available to others.


Look for REI certification. Real Estate Investing (REI) is a certification offered by the National Association of REALTORS®. They define it as follows: “The Real Estate Investing certification program is for REALTORS® who want to master the ins and outs of working with investors and those who are establishing themselves as real estate investors.”7
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