


[image: Picture2.png]










FlipIt!
PO Box 1234
Rapid City SD 57709
605-254-3211
flipit@midco.net


Table of Contents
Executive Summary	3
Business Description and Vision	9
Description of the Products and Services	11
Marketing and Sales Strategy	15
Financial Management	20
Appendices	23


[bookmark: _Toc198984943][bookmark: _Toc260819203][bookmark: _Toc260860241]
Executive Summary
FlipIt! is a home rehabilitation and house flipping business. Basically, we take homes that are foreclosed on, condemned and rundown and purchase them and work to fix them up, rebuild and rehabilitate them to resell for profit. We will conduct our business mainly in Rapid City, as well as in some of the surrounding areas.
FlipIt!’s mission statement is: FlipIt! pledges to provide professional value-added home rehabilitation services to our surrounding communities by performing the highest level of quality construction services and by treating customers, architects, engineers, employees, subcontractors and vendors as partners.
The vision of FlipIt! focuses around our mission statement. We are committed to producing the highest quality and service for our clients and to dedicate ourselves to integrity, honesty, fairness, and responsibility.
FlipIt’s values include cosmetically and efficiently rebuilding homes in the cleanest and most efficient way possible. By using eco-friendly products and by properly recycling and disposing of materials we not only provide consumers with a safe and clean home but also a clean environment. We ensure that all our employees have the equipment needed to perform all of their tasks in a proficient manner. FlipIt! guarantees the quality of our homes by hiring the best contractors to do the job.
We will have five key things that contribute to getting our projects done: Defining our niche or target communities, utilizing essential organization, purchasing building materials ahead of schedule, having team members on site as much as possible, and staying on task, on budget, and on schedule. It is very crucial to stay on task, on budget, & on schedule. Timing is everything on a real estate investment, especially when the desired result is flipping the property quickly and for a decent profit. We plan to document progress, plan ahead and stay on top of the job at all times. We feel this will yield great results.
As a service, we will provide a knowledgeable realtor who will be able to answer questions and concerns in a timely fashion. Showings of the homes would be done on a timely fashion and always be kept clean and in an excellent show-able condition.  
FlipIt has several market segmentation strategies. Some examples may be residential remodels, residential additions, new residential construction, public works, and new multifamily construction. Marketing will play a big part in our projects; because if the home doesn’t sell it will cost us our profits. Each home will be marketed differently to target the correct target audience which will vary by the area and price range that the home is in. We will utilize online advertising methods such as Facebook Marketplace and Craigslist, as well as do some radio, television, and newspaper advertising when it will meet our target market. We will also utilize the Black Hills Multiple Listing Service website and magazines. Our advertising will be occasional, as we will only advertise when we have a completed home on the market. When determining the price of a home, FlipIt will consider the amount that we put into the home as well as the purchase price. This will ensure that everyone makes a profit on the home and that we are not pricing it too low. We will make sure that we will price it fair enough for all the vendors, contractors, sub-contractors, and most importantly the customer. We will compare the price of our home with other comparable homes in the area. This ensures that we are not overpricing the home. The state of the economy will also help determine the price of our home. Pricing our product too high when there is a downfall in the economy could result in the home not selling for a long amount of time, which reduces our profits. 
FlipIt will have fixed operating expenses that will needed to be included in our start up costs. Our fixed operated expenses will include our cell phone plan, house utilities, property insurance, car insurance, liability insurance, salaries, permit fees, monthly loan payment, and fuel. 
Some projections include; home utilities will be an estimated cost of around $125/ month, property insurance for a $100,000 home will be around $600 a year, Ryan Bunge’s pickup, which he is donating for the company’s use. Liability car insurance on this vehicle will be $28.79 a month, our salaries will be $2000 a month each, permits for $15000 for six months, 
We will also have to calculate the monthly loan payment in to our fixed expenses. We will be taking out a $150,000 5 year small business loan at the interest rate of 4%. This gives us a monthly payment of $2,762.48. That leaves us with a fixed cost total of $16,169.11 a month. 
We are projecting our first two homes to be purchased for around $70,000 each. Our supplies that we will need to start include tools, painting supplies, and landscaping tools. We would want to plan for $15,000 for all of our start up tools.
FlipIt team members each have $5,000 to input, which gives us a total of $30,000. We will need resources to purchase the first home, buy our supplies, pay salaries, and pay operating expenses. We plan on taking out separate small business loans for each home that we are flipping. They will be balloon loans so that payments will be deferred for say 6 months, giving us 3 months to flip a home and then allow us to sell it before paying the whole loan off without making any monthly payments. Adding our investment in homes plus our fixed expenses, that gives us a total of $914,029.32 of expenses for our first year. If you divide that by the 8 homes we need to sell each home for $114,253.66 to break even. With the investments and amount of work we put into each home, we believe that we will be able to sell each home with an average mark-up of $55,000, allowing us to sell a $70,000 home for $125,000. This would give us a profit on each home of $10,746.34, giving us a yearly profit of $85,970.72. 










































Introduction to the Company

FlipIt! is a home rehabilitation and house flipping business. Basically, we take homes that are foreclosed on, condemned and rundown and purchase them and work to fix them up, rebuild and rehabilitate them to resell for profit. Depending on the home, this could include things such as re-wiring, redoing plumbing, reframing, drywall, painting, updating, and staging for resale. What would need done would obviously vary from house to house. 
Each member of the team has a very important title and job duties that will help the business grow and succeed. Kiley is the CEO of the company, and will oversee everything and make sure everything is working as needed. She is also who approves and finalizes all decisions. She will also be a licensed Realtor for the business, so that she can buy and sell the properties without having to pay the expense of an outside realtor. She was assigned these duties because of her organization skills and past experience in real estate and property management. Chris is the president of the company. His main job is to look around the area for good homes to invest in and to work on in future projects. He was assigned this position based on his ability to look at the overall picture, work well and oversee other employees, and see the potential in future projects. Kirk Malcolm is the vice president of the company, and will be able to take over Chris’s duties whenever needed. He is also the business manager of the company, and does the majority of the paperwork and making sure that necessary permits and things are in place for each project. This position is perfect for him as he has great organization skills and writing skills. Ryan Bunge is the treasurer of the company and takes care of everything that has to do with finances. He is responsible for things such as payroll and budgeting. He has background as the treasurer of the CEC club and is excellent at setting realistic budgets and keeping track of money. Ryan Holton is the project manager, and will be in charge of hiring contractors, and keeping projects on schedule. He will be the main person at the house we are working on, and will be in charge of making sure everyone is doing their job and that things are being done right. With his background in construction and roofing, as well as his ability to communicate with people, this was the perfect position for him. Bill is going to be the company’s interior design manager. He will be responsible for picking out things such as tile, flooring, paint colors, ect. He will also work with stagers to stage the house to get ready to sell it. He has a very elegant and professional taste that will be able to make the homes sell quickly and appeal to a wide range of buyers.
We will conduct our business mainly in Rapid City, as well as in some of the surrounding areas. The majority of the business will be conducted from the home that we are flipping. Therefore, there will be no need to rent a physical office space. If there is a need to meet with people such as contractors, we will simply use a conference room or meet at places such as restaurants or even at the home we are flipping. This will not only save us money by not having to pay rent, but will also be more efficient as we would all rarely be at the office. Any office business that does have to be done will be done from our own home offices.
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Business Description and Vision

FlipIt!’s mission statement is: FlipIt! pledges to provide professional value-added home rehabilitation services to our surrounding communities by performing the highest level of quality construction services and by treating customers, architects, engineers, employees, subcontractors and vendors as partners.
The vision of FlipIt! focuses around our mission statement. We are committed to producing the highest quality and service for our clients and to dedicate ourselves to integrity, honesty, fairness, and responsibility. We recognize that each employee is a valued asset and provides a unique contribution to our team effort. We will have a strict hiring process for our contractors and employees, including background checks and references from previous work. We also only hire only local contractors and employees to help support the local businesses and economy. By rehabilitating homes in the Black Hills region we not only generate business for ourselves but help to stimulate the local economy with well-built quality homes. We will also utilize technology and stay updated on the latest equipment which allows us to not spend money on office space and then put that money towards benefiting the project we are working on. We will use as many eco-friendly products in our homes as possible to benefit the future family that will live in the home, help the environment, and also allow us to take advantage of government rebates and tax breaks. We will work within our community and other organizations to help improve our society and living standards. FlipIt! also conforms to government standards, rules, and regulations by keeping up with permits and contracts. If we purchase any historical homes we will do our best to preserve historic landmarks and characteristics. 
FlipIt’s values include cosmetically and efficiently rebuilding homes in the cleanest and most efficient way possible. By using eco-friendly products and by properly recycling and disposing of materials we not only provide consumers with a safe and clean home but also a clean environment. We ensure that all our employees have the equipment needed to perform all of their tasks in a proficient manner. FlipIt! guarantees the quality of our homes by hiring the best contractors to do the job. We also have certified inspectors evaluate our homes to ensure everything is up to code. Our realtor will be the only person interacting with customers. We will provide accurate and reliable information about our homes and we will be knowledgeable and responsive with our answers while providing an individual experience to each customer. We will be lenient and let our employees work at an acceptable pace as long as they complete their tasks on the deadline we set. If a contractor meets a goal before the deadline they may receive a bonus. 
[bookmark: _Toc198984946]One limiting factor we may have is the available homes on the market and the condition we find them in. If homes are in a pretty good condition, then there may not be a lot of rehabilitation for us to do, and if there are homes that are all condemned or in very bad condition then it will take a lot more money to redo. To overcome this we will have to evaluate before purchasing a home to make sure we have the resources to do the project in a timely and correct manner. Another limiting factor will definitely be the weather. If there is a blizzard or lots of rain it will affect our timeline and ability to work on the home. To overcome this we will have to adjust our timelines accordingly and weather permitting work inside the home or outside the home. Even though we will have home inspections done, we may also be limited by unexpected problems that come up as we’re working on the projects. We will overcome this by having thorough home inspections and if anything outside that comes up we will change our objectives accordingly. 
[bookmark: _Toc260819205][bookmark: _Toc260860243]Description of the Products and Services
We will have a very detailed step-by-step approach for our projects. Obviously our process may differ slightly from project to project depending on the specific home and the work that needs to be done, but we will have a general outline of steps to follow to keep us on track. We will have five key things that contribute to getting our projects done: Defining our niche or target communities, utilizing essential organization, purchasing building materials ahead of schedule, having team members on site as much as possible, and staying on task, on budget, and on schedule. 
First we will define our niche or target communities. Our first step is always going to include targeting and developing our criteria. Targeting neighborhoods allows us to look at the potential of any home and price it effectively to maximize our profit. The goal in this stage is to get as much of the groundwork done as possible so once the project is underway, everyone involved with the rehab project can hit the ground running. This stage we will also decide what work will need to be completed, how long it will take to complete the project and which subcontractors will be the best choices to complete the various remodel tasks.
Organization is essential. With proper organization and documentation of each phase of the flip project, all parties are kept up-to-date of events and it is easier to stay on task and schedule. We plan to get a big piece of poster board and lay out the work calendar, including which contractors are coming on which days, which work is being worked on and deadline dates that have been agreed upon between the investor/owner and the various trade contractors and subcontractors. We may also look into purchasing a software that does all this for us so that our timeline can be done more effectively. Even if we purchase the software, we may also have the schedule on a poster board onsite so that everyone there knows what is going on.
We will purchase building materials ahead of schedule.  The materials needed by contractors and construction workers to finish the work on time is critical as is securing the desired products to make the finished house beautiful and achieve the highest selling price upon resale. Tiles that were selected in the planning phases may be out of stock a few months later, or maybe discontinued. It is not unusual to wait 6-8 weeks for custom kitchen cabinets, high-end hardwood flooring, or luxury bath fittings and fixtures. We plan to be certain that items will be available when needed, and always order on time and whenever budget allows, ahead of time.
Team members will be on-site as much as possible. Even when the entire job is being done by contractors, it is important to be on site as much as possible to keep the flip progressing as planned and to make sure that everything is being done correctly.
It is very crucial to stay on task, on budget, & on schedule. Timing is everything on a real estate investment, especially when the desired result is flipping the property quickly and for a decent profit. We plan to document progress, plan ahead and stay on top of the job at all times. We feel this will yield great results.
We plan to provide our clients with quality products and services while maintaining high profitability. All necessary building supplies will be bought and delivered locally. Duffield Construction will be in charge of all major renovating, constructing, & building. We were able to come up with a 1-year contract to designate Duffield Construction as our construction company on all further projects. This offered multiple discounts and savings for our company.
 For all our plumbing needs we chose AAA Plumbing due to their high level of customer service and product quality. For flooring, we chose Flooring America as our president’s family is employed there and we can take advantage of discounts. Chris Supply was chosen to provide all electrical & wiring supplies due to their excellent product differentiation & convenience.
Ziggy’s, in Rapid City, SD will be our vendor for any & all necessary housing supplies.
Ziggy’s carries a wide variety of products. Not only will Ziggy’s be a sole-source for parts and supplies but also as a multi-source. When problems arise, something breaks, supplies run low, or any other complications; Ziggy’s is local, affordable, and convenient & we rely on 100% quality satisfaction.
Keifer Garbage Services, Rapid City-Takes care of all debris, garbage, & remains. Keifer will be in charge of providing dumpsters as we want to maintain organization through-out our projects. Again, we were able to come up with a 1-year contract to designated Keifer as our garbage dumpster vendor on all further projects. This saved our company a substantial amount of money.
Ryan, our construction manager, will be charge of roofing and obtaining roofing supplies. Ziggy’s will again be used for this.  Ryan has previous roofing experience and is reliable when completing tasks by deadlines.
Although we plan to order supplies well ahead of time, there is always a possibility that they could be back ordered and we could not receive them on time. If this would occur, we plan to still use our time as efficiently as possible. For example, if tiles were backordered we would do other projects that we did have the supplies for, such as paint. For our first couple projects, we will obviously only be able to do as many projects at once as budget allows. Hopefully after we have the first projects done and sold we can begin doing multiple projects at once and having them at different stages so that if there is an issue with supplies for one project we can switch and focus our time on a project where we do have the supplies.
As a service, we will provide a knowledgeable realtor who will be able to answer questions and concerns in a timely fashion. Showings of the homes would be done on a timely fashion and always be kept clean and in an excellent show-able condition.  We will always provide a personal house-warming gift to the new buyer of the home, such as a gift basket containing dog treats and supplies if we know the new owner has a dog. FlipIt will also provide the top level of customer service. After one of our homes is purchased we will provide a warranty on our product. If within one year the purchase date something goes wrong in the home that was not self-inflicted, we will return to the home and fix the problem immediately. 
There are obviously services that we cannot provide. If anything would happen to the property after one year warranty period, we will not go in and do any repair work. We also are not a repair or contracting business, so people will not be able to hire us to come and fix things in their homes or redo their homes for them. 












[bookmark: _Toc198984948][bookmark: _Toc260819206][bookmark: _Toc260860244]Marketing and Sales Strategy
FlipIt may possibly have many different market segmentations depending on the house that we are flipping and the area we are flipping it in. Some examples may be residential remodels, residential additions, new residential construction, public works, and new multifamily construction. 
Our SWOT analysis will also differ with every flip, so the following is a general SWOT. We will respond to each threat and weakness accordingly and adjust our FlipIt project as necessary. Internal factors are management, equipment, human resources, corporate culture and finances. External factors would include government regulations, material ability, project safety, low cost competitors, money depreciation, technological changes, natural disasters, lack of material and workers.  
FlipIt has several strengths. One is being a small business home builder. Small builders are more flexible due to fewer housing starts and they can move into the light commercial construction and remodeling markets more easily. Technology is also a strength for us. With the present downturn in the economy, new materials and construction processes help support the individual firm as well as the industry. There is also a strong resale market for existing homes. This lowers costs, because people are moving from their present home to an existing home rather than building a new home from scratch. There is also little overhead. This is due to the fact that most work is subcontracted out to other companies. 
There are also weaknesses that our company must acknowledge and work to overcome. We will be working in an oversaturated trade-up market. There are a high number of vacant houses just sitting with downturn in the economy just in the last 5 years. To overcome this we will use this to our advantage and purchase the best possible home to rehabilitate out of all the choices. We will then market our product well to make sure that our home is not sitting on the market for a long period of time. There is also an increase in housing materials. With the economy on the downfall, housing materials have increased; therefore, increasing expenses. The cost of labor may also be a weakness for us. This increases due to the amount of time (3-6 months) that it takes to complete the project. To overcome these we must manage our budget wisely and stick to it. 
FlipIt will have many opportunities that we can take advantage of. Computerization will allow us to cut costs with better monitoring and recording of materials and expenses. Another opportunity is the fact that we are remodeling and rehabilitation homes. Families are more likely to get involved in a remodel or rehabilitation task as the risk isn’t as high as buying a new home or building one from start. Townhomes may also be an opportunity for us. They are becoming more popular and affordable. They also offers buyers modern design and an urban lifestyle. Townhomes are generally built in locations that provide convenience for their owners.  Another opportunity may be housing for the elderly. It is now becoming more important than ever with the increasing numbers of Americans approaching retirement. Trends in this area are most likely to include remodel or rehabilitation of nursing and mobile homes, retirement residences and communities and possibly retirement hotels. The recession may be both an opportunity and a threat to our company. Since we are flexible with what price of home we purchase and what area it is in, we can adjust our projects with what the economy is doing. This allows our company to not be affected by what the economy is doing as much as possible.
The recession may also be a threat to our company. The U.S. economy is presently in the process of slowing down, resulting in people having less money to spend on housing and its associated costs. The rising unemployment rates may also be a threat for us. Rising unemployment rates also evolve from a recession. More people are currently out of work which results in fewer people having the money to take on large investments such as building a new home. Another threat may be the changing demographic patterns. This focuses on the changing demographic patterns of new homebuyers. Two major patterns which could affect the construction industry include the decreasing size of the average family and the aging of the population. With the average size of the family decreasing, it is not as necessary for many people to invest in a home when all of the extra space would not be needed. As the population becomes older it may be less likely to move due to the hassle that is involved and some will begin to move into retirement facilities for better care and less work for them. 
Marketing will play a big part in our projects; because if the home doesn’t sell it will cost us our profits. Each home will be marketed differently to target the correct target audience which will vary by the area and price range that the home is in. We will utilize online advertising methods such as Facebook Marketplace and Craigslist, as well as do some radio, television, and newspaper advertising when it will meet our target market. We will also utilize the Black Hills Multiple Listing Service website and magazines. Our advertising will be occasional, as we will only advertise when we have a completed home on the market. 
When determining the price of a home, FlipIt will consider the amount that we put into the home as well as the purchase price. This will ensure that everyone makes a profit on the home and that we are not pricing it too low. We will make sure that we will price it fair enough for all the vendors, contractors, sub-contractors, and most importantly the customer. We will compare the price of our home with other comparable homes in the area. This ensures that we are not overpricing the home. The state of the economy will also help determine the price of our home. Pricing our product too high when there is a downfall in the economy could result in the home not selling for a long amount of time, which reduces our profits. 
Customer surveys will help us to evaluate the work that is being done on each home. After each home is completed we will have the end home buyer complete a survey evaluating the work that was done in the home. We also did some research to evaluate our projects. Builder Magazine conducted a study of 1715 new home buyers in the fall of 2000 to determine what type of buyers is in the market. The stats from this study show that:
· The majority are baby boomers, with an average age of 39
· 65% are dual income households with an average yearly income of $64,000
· 42% are couples with kids, 40% are couples without kids and the rest are single
· 78% are current homeowners
· 84% want single-family homes
This information will help us to determine what type of homes to buy and who to aim the final product to. We also checked the United States Census Bureau to determine the span of our market. There are 217,000 homes in the state of South Dakota. There are also 7,000 multi-construction companies in South Dakota. For a breakdown, there are 906 multi-construction companies in Pennington County, 324 in Meade County, 137 in Butte County, and 317 in Lawrence County. Unfortunately, we couldn’t find a more specific breakdown for who would be our direct competitors. 
By using the statistics and information we found, we will be able to price and target our homes correctly to ensure high profits. Our market segmentation and marketing plan will vary with different products, but by identifying our general strengths, weaknesses, opportunities and threats we will be able to foresee problems and plan on how to overcome them before they happen. 
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FlipIt will have fixed operating expenses that will needto be included in our start up costs. Our fixed operated expenses will include our cell phone plan, house utilities, property insurance, car insurance, liability insurance, salaries, permit fees, monthly loan payment, and fuel. 
Our cell phone plan will be a corporate plan through Verizon that has 6 blackberry phones. This will cost $627.84 a month. Home utilities will be an estimated cost of around $125 a month. Therefore, for two homes it would be around $250 a month for utilities. Property insurance for a $100,000 home will be around $600 a year, or $50 a month. As we will be flipping two homes at once that makes our property insurance expense $100 a month. Our property insurance will also cover liability for all six of us as long as we are all listed as owners of the home. That way we don’t have to purchase additional liability insurance. We will be using Ryan Bunge’s pickup, which he is donating for the company’s use. Liability car insurance on this vehicle will be $28.79 a month, or $132.20 for six months. We will also have to pay for fuel for driving the pick-up around. We are estimating this to cost around $150 a month. Our salaries will be $2000 a month each, which would amount to $12,000 a month total. The only thing we will be required to get permits for is if we do any of our one work such as roofing. Vendors will take care of their own permits. We estimate this to be cost of $1500 for 6 months. We will also have to calculate the monthly loan payment in to our fixed expenses. We will be taking out a $150,000 5 year small business loan at the interest rate of 4%. This gives us a monthly payment of $2,762.48. That leaves us with a fixed cost total of $16,169.11 a month. 
We are projecting our first two homes to be purchased for around $70,000 each. Our supplies that we will need to start include tools, painting supplies, and landscaping tools. We would want to plan for $15,000 for all of our start up tools.
FlipIt team members each have $5,000 to input, which gives us a total of $30,000. We will need resources to purchase the first home, buy our supplies, pay salaries, and pay operating expenses. We plan on taking out separate small business loans for each home that we are flipping. They will be balloon loans so that payments will be deferred for say 6 months, giving us 3 months to flip a home and then allow us to sell it before paying the whole loan off without making any monthly payments. We will make sure that these loans have early payment penalty protection so that we will be able to pay them off right away at no extra cost. We therefore will want to take out a loan for our start-up costs, buying our supplies needed to flip our first two homes, and to cover our fixed expenses for 6 months, just so that we have a safety net. Adding up all these amounts gives us a loan amount of $140,000. We plan on keeping our investment of $30,000 as an emergency fund in case something comes up in a flip that we didn’t account for. 
To project our sales forecast, we first need to total up our fixed expenses for one year. This amount equals $194,029.32. Then we need to figure in the purchase price of the homes and the amount of money we put into them. We plan on flipping 8 homes a year, each which we would purchase for around $70,000. We plan on putting around $20,000 into each home, giving us a total investment on homes of $720,000 for 1 year. After our first year, we will venture into a more variety of priced homes since we will be a more established company then. Adding our investment in homes plus our fixed expenses, that gives us a total of $914,029.32 of expenses for our first year. If you divide that by the 8 homes we need to sell each home for $114,253.66 to break even. With the investments and amount of work we put into each home, we believe that we will be able to sell each home with an average mark-up of $55,000, allowing us to sell a $70,000 home for $125,000. This would give us a profit on each home of $10,746.34, giving us a yearly profit of $85,970.72. 
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