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may also help you decide if 
you think they can see your 
vision for your project as 
well. 
 
4. MATERIALS & LABOR 
PAYMENT ARRANGE-
MENTS: Discuss how they 
handle picking up materials, 
payment schedules and 
change orders. Are you going 
to be responsible for paying 
for and picking up materials? 
It's important to know how 
that will work. 
 
A lot of times, if the contrac-
tor picks up materials for 
you, they may tell you it cost 
$100 but it only cost $80 so 
they are making a little extra 
money - this is NOT accept-
able. If they are picking up 
materials, make sure they 
submit an invoice or receipt 
so you can see the exact costs. 
Will they want to paid 
weekly, biweekly or in 
draws? Never give them a 

one you want to go with ei-
ther, but it MAY be. If you 
are planning on doing a big 
profit rehab, you don't want 
to skimp on the important 
things. If the number is too 
low, chances are the contrac-
tor doesn't see your vision for 
the property and doesn't 
know what kind of work your 
plan actually entails.  
 
3. VERIFY REFERENCES/
PROJECTS: Ask to go some 
of their projects. Don't just 
take their word for it.  Ask if 
you can see a project they are 
currently working on or re-
cently finished. Is it broom 
swept? Do they clean up after 
themselves every day? They 
should take pride in what they 
are doing and keep a clean 
work space even if the prop-
erty is vacant. It can be a 
good indicator of how they 
will treat your project and 
their employees. Seeing a 
completed project of theirs 

As you  know, a good con-
tractor can really make or 
break your flip, so here's how 
to make sure that you are 
choosing the right one for you 
and your business. 
 
1. INTERVIEW: Interview 
AT LEAST 3 contractors for 
your job. You should get 3 
different bids from 3 different 
contractors and review them 
based on the research you did 
on materials and your esti-
mate of what you think the 
rehab should cost. Make sure 
the contractors are bidding on 
the exact same Scope of 
Work.  If you have a contrac-
tor that you have been work-
ing with regularly and have a 
trusting relationship with, 
then you can skip this step. 
 
2. REVIEW & CONSIDER 
ALL BIDS: Don't pick the 
cheapest one just because it's 
the cheapest. The most ex-
pensive bid might not be the 

10 Rehabbing Tips For Choosing The Right Contractor  
 

By Josh Cantwell 
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lump sum up front. It could 
happen that they take the 
money and run.  
 
Change orders will CRUSH 
your budget if you aren't 
careful. That means more 
materials and more labor. 
 
Make sure the terms with 
your contractor are clear on 
how they handle change or-
ders so there are no surprises 
on either side. Be conscious 
to stick with your Scope of 
Work. 
 
5. LICENSED, INSURED & 
BONDED:  They have to be 
all three - if someone gets 
injured on the job, you want 
to make sure they are covered 
with workman's comp insur-
ance. Make sure you actually 
see a copy of the insurance if 
it's your first time working 
with them. 
 
Bonded means that if they 
happen to take your money 
and run without the work 

 being complete, you can take 
them to court and get your 
money back. 
 
6. SCOPE OF WORK/
CONTRACT: Make sure the 
timeline and budget is agreed 
upon and the contract is 
signed by both you and your 
contractor. 
 
7. PRE-PAYMENT: Don't 
give any more than 1/3 of the 
budget up front. If it's your 
first time working with a con-
tractor, there's no need to 
give them a lump sum up 
front. They can start demo on 
a house without any money at 
all. 
 
8. SITE VISITS & INSPEC-
TION: Check in often on the 
project to learn what they are 
doing and why so you are 
better educated for the next 
properties. Watch what they 
are doing and understand 
their process and in what or-
der things happen. 
 
Don't ever say, "I don't know 

anything about construction, 
so I'm just going to let my guy 
handle it." If you want to be 
in this business, you need to 
learn and understand all that 

goes into it or else your con-
tractor and crews will notice 
and start taking advantage of 
you. Verify and ask questions 
on anything you don't under-
stand. 
 
9. DEADLINE & QUAL-
ITY INCENTIVES: Devise 
an incentive program for the 
contractor for work done 
early or on time. This is op-
tional and something you can 
do if you feel comfortable. If 
a job is done on time (rare) or 
close to it, we sometimes 
offer a 5 or 10% bonus if it 
looks great and meets your 

expectations. 
 
If you aren't comfortable giv-
ing them monetary rewards, 
maybe just provide some 

pizza and soda lunches 
on a Friday afternoon to 
thank for them their 
hard work. Don't let 
good work or meeting 
deadlines go completely 
unnoticed. 
 

10. RIGHT CONTRATOR 
FOR REHAB: Make sure 
your contractors abilities 
match the end product that 
you are trying to produce. If a 
guy is used to doing $100k 
houses, he probably isn't the 
right contractor to be on your 
$800k flip. And that can work 
vice versa as well - if a con-
tractor is used to doing only 
multi-million-dollar high end 
homes, he probably isn't go-
ing to understand why you 
are putting linoleum in your 
kitchen and you will get 
charged higher than you 
should for it. 
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The bottom of the chandelier should hang 36" from the top of the table. 

 

A coffee table should be 18" from the sofa. 
 

That bathroom sconces should be hung on each side of the vanity mirror instead of above it. The lighting is a much 
better view.  

 
 -  Brenda Douglas, Staged Works 

Tips for Bidding On and Flipping HUD Properties 
 

By Lex Levinrad 

 

Exclusive Listing Period 
Since HUD is a government 
entity they would rather have 
owner occupants buy their 
homes than investors. For this 
reason they have a 15 day 
window called the “Exclusive 
Listing Period” which 
prohibits investors from 
bidding on properties. During 
this period only Government 
Entities, Non-Profits, and 
owner occupants can bid on 
properties on the HUD 
website. 
 
Once the Exclusive Listing 
Period is over, then bidding 
opens up to all bidders. 
 
HUD Registered 
Bidders/Agents 
You need a HUD Registered 
Agent to submit the bid on 
your behalf. HUD calls these 
“HUD Registered Bidders”. 
Not all real estate agents are 
registered bidders with HUD. 
Find one that is. 

Accepted Offers & 
Deposit Requirements 
If HUD accepts an offer on 
your behalf that is placed by 
your agent, then HUD 
requires a a contract signed 
by you from the agent that 
placed the bid on the 
property. The signature on 
the contract needs to be an 
original “blue ink” signature 
(no copies, scans or docusigns 
allowed).  In addition to a 
signed contract, HUD also 
requires a deposit. This 
deposit needs to be in the 
form of a cashiers check and 
needs to be payable to HUD 
(or their local entity). 
 
One thing that is important to 
note is that deposits on HUD 
propertied are not 
refundable. So it is a very 
good idea for you to inspect 
the property and make sure 
that your comps and the 
condition of the property 

make sense for you when 
putting up the deposit. You 
will not be getting your 
deposit back if you do not 
move forward. And your 
agent might be blackballed. 
So it is a good idea to close on 
anything you bid on. 
 
No Title Seasoning 
If you purchase the property 
then after you have purchased 
the property you are able to 
flip it, fix it or rent it without 
any deed restrictions 
whatsoever. HUD does not 
really care what you do with 
the property once you have 
paid for it. You will have to 
have a way to pay for the 
property though. 
 
HUD Bidding Tactics 
What percentage of listing 
price would you need to bid 
in order to have their offer 
accepted? This varies from 
State to State and City to 

City. Generally speaking 
cities that have higher demand 
for properties are going to 
demand higher prices and 
have more bidders (and vice 
versa). So if the property is in 
a rural area with low priced 
properties there may not be 
many bidders and you may be 
able to get the property for 
substantially less than asking 
price. However in an area 
with many investors bidding 
can go at or even above asking 
price. 
 
The length of time that the 
property has been listed is 
very important too. If the 
property has been listed for 
90 days or longer HUD will 
be much more likely to 
accept a lower offer than if 
the property was just recently 
listed. 
 
Many online sources 
(including HUD’s website) 
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Declining Days on Market & Increasing 

Price Trends 

By Rick Tobin 

The National Association of 
Realtors® recently published 
a national sales report for 
existing properties (single-
family homes, townhomes, 
condominiums, and co-ops) 
sold between January and 
June 2016: 
 
* A seasonally adjusted annual 
sales pace of 5.57 million 
properties. This number is up 
3% from June 2015’s home 
sales numbers of 5.41 
million, and is at the highest 
sales pace since February 
2007 (5.79 million). First-
time homebuyers represented 
approximately 33% of these 
purchase numbers in June 
2016. 
 
* The median 
sales price for 
all residential 
housing types in 
June 2016 
reached 
$247,700. June 
2016’s median 
sales price numbers were up 
4.8% as compared with June 
2015’s prices ($236,300) one 
year earlier. 
 
*The total housing inventory 
numbers for June 2016 
dropped to 2.12 million 
existing homes for sale, which 
is now 5.8% lower than June 
2015’s listing supply of 2.25 
million properties. 
 
* Per Freddie Mac, the 
average commitment rate 
lock for a 30-year 
conventional rate hit 3.57% 
in June 2016. This incredibly 
low 30-year fixed mortgage 

rate is the lowest it has been 
since May 2013 when rates 
averaged 3.54%. 30-year 
fixed rates were higher for 
the entire year of 2015 when 
mortgage rates averaged 
3.85%. 
 
*22% of all sales in June 2016 
were from all-cash buyers. 
Yet, a whopping 64% of all 
investors paid cash in the 
same month. 
 
* Realtor.com reported that 
the average non-distressed 
listed existing home for sale 
hovered near 30 Days on 
Market. Short sales, in turn, 
were listed for sale much 
longer at a median of 156 

days, and 
foreclosures sold in 
about 49 days. 48% 
of homes sold in 
June 2016 were 
listed for less than 
one month, 
amazingly. 
 

What It All Means… 
Sellers need as many people 
as possible to view their home 
listings in order to increase 
their odds of a quick sale at 
the best price possible. The 
longer a home is listed for 
sale, the greater the chances 
the seller will have to reduce 
the listing price. 
 
In today’s hot housing market 
with near record low 
mortgage rates, a home priced 
right in decent condition may 
sell much faster than most of 
us would have imagined just a 
few years ago! 

seem to indicate that bids 
above 85% have a fair chance 
of being accepted. If you bid 
less than 85% of asking price you 
will most likely have your offer 
automatically rejected. 
 
There is no minimum bid, but 
in our experience your bid 
should be close to, or in line 
with what other cash 
investors would pay for a 
similar property. In many 
cases you will simply be 
outbid if you offer too little 
(which is exactly how HUD 
wants it to be). 
 
HUD Closing Costs & 
Commissions 
HUD will pay your closing 
costs which can be up to 3% 
of the purchase price. HUD 
also pays the bidding agent a 
3% commission. So HUD 
would net whatever your bid 
amount is less the 6% for 
commission and closing costs 
and the listing agents 
commission. Keep in mind 
that for purposes of bidding 

the 85% of listing price is a 
net number (meaning net to 
HUD after commissions and 
closing costs). 
 
Finding & Flipping HUD 
Homes 
Where do you find HUD 
Homes? Visit their website 
 www.hudhomestore.com 
So can you flip HUD Homes? 
Absolutely. All you need to 
do is find yourself an agent 
that is a registered bidder and 
start placing bids. If you don’t 
have a real estate agent that is 
a Registered HUD Bidder 
then you can find one on the 
site above by clicking on 
“Find a Broker”. 
 
Many HUD properties make 
great rentals. And if you are 
patient you might find an 
amazing deal. There is not a 
lot of inventory, but 
occasionally very good deals 
pop up. So make sure you 
visit their site often and grab 
one of these HUD Homes 
before someone else does. 

http://www.hudhomestore.com/

