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Michigan Foreclosure Blueprint 

 

NO-HOLDS-BARRED GUIDE TO BUILDING  
MASSIVE LONG TERM WEALTH 

 

Disclaimer 

 

LEGAL NOTICE: The tools, techniques and suggestions made in this document 

have been designed to provide accurate and authoritative information in regard to 

the subject matter covered.  Some of these items may be subject to varying laws 

(regulatory and otherwise) within your local state or government.  It is distributed 

with the understanding that Champions of Success / Dylan Tanaka is not engaged 

in rendering legal, accounting or other professional services. 

 

At no time is it the intention of Champions of Success / Dylan Tanaka to be 

portrayed as a lawyer or accountant or any other licensed professional.  The 

views expressed herein are as a result of our own experiences and should always 

be approved by legal counsel and/or an accountant before putting them into use.  

If legal advice is required, services of a competent, licensed professional should 

be sought. 

 
 

Copyright 

 

COPYRIGHT NOTICE: © 2010 Champions of Success / Dylan Tanaka All 

Rights Reserved.  Only the person who purchased this material is authorized to 

use any/all marketing and advertising content for his/her own use.  These are 

copyrighted materials. 

 

Any unauthorized transfer or license, use, photocopying or distribution of these 

materials to anyone else other than the licensed client/purchaser is strictly 

prohibited.  Should anyone do so, they will be prosecuted to the fullest extent of 

the law. 
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Introduction 

 

Thanks for taking the time to download this report.  I don’t usually like to 

give away information for free.  Like you, I expect to get paid for work that I 

do.  However, when I took a look at what was going on in the real estate 

marketplace here in Michigan, particularly, Metro Detroit, I couldn’t help but 

want to get some things off my chest. 

 

This Blueprint is a guide specifically for those individuals that want to buy 

and flip residential real estate. If you want to be a buy and hold landlord, than 

much of the information contained in this report isn’t going to be very much 

use to you. The entire focus of this guide is to help you buy and wholesale or 

rehab houses for sale and profit. Target time frame = 0 days to 4 months from 

start to finish (if you time the rehab properly).  

I don’t care if you love the stock market, oil, commodities, foreign exchange 

or hedge funds.  It doesn’t matter what background you have or what you 

want to do when you are 80 years old.  There is so much money being made 

in foreclosure real estate that you would have to be absolutely crazy to not 

want to take advantage and set yourself up for life (assuming you aren’t rich 

already, which, in that case, why not add a couple million to your net worth?). 

 

The remainder of this report will highlight for you how you can make money 

hand over fist by investing in Michigan Foreclosure Real Estate.  Before you 

read on, I want to make sure a few things are clear: 

 

Not every foreclosure is a good deal (in fact, most are bad deals waiting to 

bite you down the road). 

 

This is true in life as well as investing in foreclosure real estate.  Deals that 

look good on the surface are often ‘money-pits’ waiting to gobble up your 

hard earned investment dollars.  Don’t be over-eager to just grab any deal.  Do 

your homework.  Make sure you have seen the home, at least pictures or a 



 

M I C H I G A N  F O R E C L O S U R E  B L U E P R I N T  

Page 4  

video (this should be a no-brainer, but many investors buy homes that they 

never see and wonder why they end up losing money).  Make sure you know 

what market values are.  Make sure you know what market rents are. 

 

Many of you reading this report will no doubt violate some of the principles 

and guidelines that I am laying out for you.  Do so at your own expense.  

Keep in mind, I have no vested interest in giving you bad information.  If 

anything, I have a vested interest in giving you the right information so you 

can make a lot of money. 

 

Not every area of Metro Detroit is good for investing and buying 

foreclosed homes 

 

It’s no joke that there are a lot of bad areas to put your money here in 

Southeast Michigan.  There are also a lot of GOOD areas to put your money 

as well.  You have to know the difference.  Real estate is a very localized 

market, especially now.  You really have to (or know someone that will) get 

down to the street level on your deals so that you can be sure you are building 

equity for yourself. 

 

Real estate investing IS NOT FOR EVERYONE!  You have to be willing 

to put in a little bit of time and invest in your education 

 

I just can’t stand it when people think that they can skate by on somebody 

else’s know-how and not invest in any education of their own.  You have to 

know what you are talking about or you are going to get burned – plain and 

simple!  I won’t even deal with investors that aren’t serious about their 

business.   

 

There are enough tire kickers out there.  If you can’t take the time to invest in 

a little bit of knowledge (like reading this report) then there just isn’t much 

hope for you making money in real estate. 
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Also, real estate investing is not for the faint of heart.  If bringing home huge 

5 figure checks every month is going to cause you to think that you are 

Donald Trump or, you don’t want to keep taking yourself to the next level, 

then you should find something else to do (I think there are plenty of other 

things). 

 

Most national speakers and real estate “guru” do not live nor invest in 

Metro Detroit Michigan Foreclosures 

 

Time and again, I hear investors who just came out of a ‘boot-camp’ or a 

‘seminar’ with some real estate ‘guru’ who just showed them the magic way 

to buy real estate (here in Michigan) using complicated creative financing 

techniques that are completely unrealistic in the current market. 

 

If you are going to be investing here in Michigan, where the biggest 

opportunities are to build real long term wealth, then you have to learn how 

from investors that are on the ground, in the trenches, doing what it takes and 

raking in serious cash. 

 

There are three primary counties where the opportunity for picking up bargain 

real estate gems at super discount price abounds: 

 

Oakland County 

 

Oakland County is Michigan’s leading center for international commercial 

activity with 653 companies representing 24 countries doing business in the 

County.  Oakland County is also among the 25 wealthiest counties in the 

United States based on per capita income, indicating great economic stability.  

Under the leadership of County Executive L. Brooks Patterson, Oakland 

County is expected to continue to be a vibrant center of business activity and 

economic growth. 

 

Macomb County 
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Macomb County is a growing area, both in population and economic 

development.  According to the Detroit News: “Macomb County is at the 

center of the economic transformation in Michigan.”  Macomb County boasts 

several first class school districts and abundant parks and recreational areas, 

making it a very desirable place to work and live.  Though heavily reliant on 

traditional manufacturing, Macomb County is rapidly diversifying its 

economic base into areas such as high tech manufacturing and advanced 

automotive technologies, which will help bring higher income jobs and 

benefit the local economy on a broad scale. 

 

Wayne County 

 

Wayne County, home of the City of Detroit is a community on the rebound.  

Although faced with more structural economic challenges than Oakland or 

Macomb County, Wayne County is home to several prestigious universities, a 

large healthcare/hospital network, the headquarters of several prominent 

Fortune 500 companies. 

 

Additionally, the Southeastern Michigan region maintains an excellent 

infrastructure to accommodate growth; world-class universities; major 

medical centers; a large military base; and a growing technology sector.  The 

regions current population is approximately 5.5 million and is projected to 

rise to 6.1 million by 2025.  Buying properties now at wholesale prices and 

holding a percentage of these as long-term rentals while the population grows 

and the market strengthens is a strong component of our business strategy. 

 

Basically, you can tell that Southeast Michigan isn’t just rolling up the carpets 

and turning off the lights.  This market is going to come back and it’s going to 

come back strong.  You need to position yourself to buy real estate at huge 

discounts to market values and then be ready to ride it back to the top. 

 

So, let’s dig into the details of how to do that… 
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Foreclosures – The Only Way to Buy 

 

You’ve seen the reports from the national and local media: 

 

 
 

And on and on the headlines go.  You have a choice: you can get caught up in the 

negative media attention that is focused on how “bad things are” or, you can 

build some serious wealth for yourself by investing in Michigan Foreclosure Real 

Estate. 

 

You read it right.  You have a choice.  We all have choices to make in life and 

you chose to download this report, so you have already made a choice to arm 

yourself with knowledge so that you can go out and get what’s yours in the world 

of real estate investing. 

 

Many of you may be wondering why I chose to title this chapter: “Foreclosures – 

The Only Way to Buy.”  The reason for this is simple: I hear way to many 

investors that are still trying to use all kinds of creative financing techniques (you 

know, the stuff that worked a few years ago and is completely the WRONG way 

to invest now) and they are getting their butts handed to them. 
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All you have to do is look at the statistics right now, or maybe even just talk to 

your neighbor and you will find out that: 

 

Very few homeowners have any equity in their homes right now! (otherwise, 

why would there be so many foreclosures?) 

 

There are two primary reasons why very few homeowners have any equity in 

their homes now: 

 

• Manufacturing job losses have caused home values to fall 

• Homeowners leveraged their homes to the hilt with second mortgage and 

home equity lines of credit 

 

No, you don’t need to be a rocket scientist to figure this stuff out.  Just remember 

that when you used to be able to buy a house “subject-to” or use a sandwich lease 

or some other type of creative financing to get deals done, you can no longer use 

these strategies.  These strategies only work if the homeowner has equity in their 

home (otherwise, how are you, the investor, going to make any money?) 

 

The Truth about Short Sales 

Short sales are one of those things that looks great on paper…but are less great in 

real life. Just about everything you see about distressed properties (including 

most listings on the MLS) talk all about short sales. I have four words for you if 

you think short sales are going to be your path to prosperity in the current 

market: 

Don’t. Hold. Your. Breath. 

The typical short sale right now takes about 6 months from start to finish. Six 

months!  

Do you think the market changes in a 6 month period? Do you think you can 

really STEAL a property in a short sale? 
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Well, if you do…I have a great swampland development project that I’d like to 

sell you! 

Seriously, short sales are routinely very difficult for a true real estate flipper to 

capitalize on. There is a school of thought that goes something like this: “if I can 

get a short sale offer accepted, I can flip that to an end buyer and make a nice 

spread at a simultaneous close.” 

Please stop listening too much to the late night guru’s and information marketers 

that make their money by selling information and not purchasing and selling 

houses.  

These type of deals happen once in a while, sure. But, I certainly wouldn’t make 

a business model out of it. I’ve seen more of these fall though than any other type 

of deal. If you’re on the hook with transactional funding or some other kind of 

“dough for a day” then…good luck.  

For the most part, there isn’t enough meat on these deals to make it worth much 

of your time. Let’s take a look at an example and you’ll see what I mean: 

House: 123 Any Way 

Mortgage amount: $150,000 

Short sale asking price: $150,000 

Bank will “accept”: $125,000 

After repair value: $130,000 

Repairs: $10,000 

Your max offer price: $100,000 

 

Why could you only offer $100,000? Because the house needs repairs to be retail 

ready and you need to make something, right? Of course! But, is the bank going 

to accept $100,000? Probably not. The listing agent has already gotten them to 
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“pre-accept” $125,000. There’s not much chance that the bank will take that 

much of a loss in a short sale. They’d rather let it go to foreclosure. 

 Yes, it’s true: the bank would rather let deals go to foreclosure where they have 

to take a big hit on their note principal.  

But why would the banks do this?  

Let me tell you, it’s not crazy at all, but completely rational behavior. You see, 

because of the government bail out programs and all kinds of other back-door 

Washington D.C. giveaways to big banks and hedge funds, combined with 

“quantitative easing” from the Fed, the banks can actually net MORE money on 

their note balance by taking a loss in foreclosure than they can in a short sale.  

The short-sale negotiation industry and the short-sale marketing industry is huge 

business. But, it’s mostly smoke and mirrors to hard-core investors who want to 

make real money.  

I’ve seen many short sales get “preliminarily” accepted at a nice price from an 

investor, only to get yanked out when the offer goes up to “level 2” or “level 3” 

with the bank. And, I don’t know about you, but I don’t want to have to wait 

months and months and months to close a deal. If I’m going to wait that long for 

a deal, it had better be for a HUGE backend profit. I’m talking $40,000 or 

more…otherwise, forget it! 

Far too many investors are willing to work for small profits on their flip deals. 

Why? Because they’ve conditioned themselves mentally to expect less. Maybe 

they’ve talked to or seen what other real estate investors are making and they set 

their expectations that way.  

Don’t make this mistake! 

You can and should be paid handsomely for your work as a real estate investor. 

The whole point of flipping houses is to make big money. $100,000 and up per 

year in net profits to you should be the starting point. This is how you start on the 

path to real financial freedom and long term wealth building. With the cost of 

living going up every  year, $10,000 in profits on a deal won’t get you very far. 
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You have to think bigger.  

So, where does this leave us?  BUYING FORECLOSURES directly from banks 

that are begging to unload properties to you so they can stop the bleeding and 

start making money for their shareholders once more.  Have you looked at what 

is going on with the banks these days?  They are getting killed because of all the 

foreclosures! 

 

There are many banks and loan servicing companies that work on behalf of 

portfolio companies that would be happy to unload their properties to you for 

pennies on the dollar, as long as you are smart enough to grab the right ones and 

tell the bank to take a hike on the other ones and let someone else deal with it. 

 

A big question that I’m asked almost constantly is:  

“How to I find the best foreclosure deals?” 

This is a great question.  

It’s a great question because smart investors know that the money is made when 

you buy and NOT when you sell. You see, there are two incurable errors you can 

make when buying and selling houses for profit. They are: 

 

1. Buying in the wrong area/bad location 

2. Paying too much 

 

Reading this Blueprint will help you avoid the catastrophic errors that tank real 

estate investors on their first or second deal. Your goal is to make money on 

every single deal that you do.  

If you buy a house in the wrong area (we’ll get more in-depth on that in a 

second) you cannot overcome that flaw. You can even do the best rehab in history 

or rebuild the house and it will sit for months and months. Similarly, if you buy a 
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house in a bad location – like one on a “too busy” road or next to a machine 

shop, you will have a very hard time moving that property quickly. 

In this market, buyers just have so many choices…why should they choose your 

house to buy? 

And…if you pay too much for a house, you cannot overcome this error. Going 

out and doing a deal “just do get one under your belt” can be bad for your wallet. 

Aggressive agents, manipulative listing tactics and buyer mistakes can all lead to 

paying too much. Every dollar you pay over a bargain price is one less that will 

come back to you at closing. You have to be extremely careful with your 

purchase decisions.  

That’s why finding the best foreclosure deals is so important. Marginal or OK 

deals just won’t cut it.  

You are in business to make money, right?  

Good!  

 

First of all, there are a lot of places you may be already looking, such as: 

• listingbook.com 

• foreclosures.com 

• realtytrak.com 

• realtor.com 

• various auction websites (such as hudsonandmarshall.com)  

These are all great sources of potential deals. You may even already have your 

own buyer’s agent where you’re actively getting deals sent to you, viewing 

houses and making offers. This is all great. You’re taking steps that many new 

investors don’t even take. Getting out of the starting blocks is sometimes the 

hardest thing.  
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But it’s not enough.  

You need some real insider information on where you can get “cherry” deals 

before most other investors know about them. Once a property is listed and 

broadcast to the whole market, your odds of stealing that property go down 

exponentially.  

In fact, the best way to find bargain foreclosure deals is to look in areas where 

most other investors aren’t.  

Here are a few prime spots for you to hunt for great foreclosure properties: 

HUD 

HUD properties are owned by the U.S. Government. The entire process of 

marketing and selling HUD properties is different than for more other 

foreclosures.  

First of all, the U.S. Department of Housing & Urban Development (HUD), puts 

a contract to bid for private companies to service their portfolio of foreclosed 

homes. In Michigan, Michelson, Connor and Boul currently has the HUD 

contract. This company is then responsible for securing, servicing and marketing 

the vacant properties until they are sold.  

Visit http://mcbreo.com for more information. 

All HUD foreclosures are listed on the MCB REO website. You can see every 

single HUD listing in Michigan and you can access a lot of good property 

information in the reports that are provided on each property listing. 

You can search MCB REO by city or county. This enables you to specifically 

target areas where you are looking to buy.  

What makes HUD deals so good for investors? 

Simply put, HUD has the best system for dumping houses quickly and for 

bargain prices. Even though there is a “first look” program (similar to Fannie 

Mae and Freddie Mac), a great deal of HUD properties go to investors.  
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But most investors don’t utilize HUD enough.  

HUD (via MCB) has a electronic bidding system, which must be submitted by a 

HUD approved broker. Because not all brokers are able to bid on HUDs (because 

they may not be registered to do so), a lot of your bidding competition is 

eliminated.  

The information provided on the HUD listing is comprehensive and accurate. It’s 

the next best thing to getting your feet on the ground in the house (which, by the 

way, you will want to do ASAP.) 

Also, viewing HUD properties is as easy as taking a concentrated drive with an 

agent who has a HUD key. There is no formal “showings” with HUD and you 

don’t need to set an appointment. You can look at as many HUD houses as you 

want with your agent. This enables you to see more houses in less time, which 

gives you a better feel for the market and allows you to make offers on more 

houses. More offers on more houses = a better chances of getting one accepted. 

It’s a numbers game.  

 

Dangers with HUD Houses 

One thing you should know about HUD houses is that the listing agent has zero 

control over when the property sells or for which price it sells for. So, if you call 

and ask a listing agent what price the bank will take, they won’t know.  

The biggest danger with HUD is that they will almost whimsically change their 

prices radically or accept lower bids without much basis, given bids that were 

already submitted. You might have a bid for $45,000 on a $50,000 list price 

property and, two days later come to find that HUD accepted an offer of $40,000 

on the same property!  

Sound crazy? Well, that’s the government for you! 

Where you have to be careful is when you are running your comps or attempting 

to wholesale a HUD house. If HUD cuts the price substantially and you end up 
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paying more than the last listed price for the house, it’s going to be difficult to 

wholesale it to another investor (at least a smart one). You might also cost 

yourself a few thousand dollars in profits if you don’t stay on top of your HUD 

bids every day. It takes diligence to make big profits off of these deals and it’s 

easy to get burned.  

Bounce back Houses  

Time and time again a bank owned foreclosure house will go pending and, 

several weeks later, reappear on the market again. It’s like magic. Except it’s not.  

It’s a simple matter of probabilities. Just think about it... 

For every 10 bank owned properties that go pending, 2 or 3 of them end up 

coming back on the market. Why? 

There are many reasons. Among them: buyer loses financing, buyer wimps out at 

inspection, buyer tries for a price reduction that gets rejected.  

When this happens, the listing agent has to put the property back on the market. 

And, since most bank owned properties sell for less than asking price, this is a 

prime time to swoop in and make an all cash offer to steal the deal.  

Think about it: the bank was ready to sell the deal, the listing agent was ready to 

get paid their commission and…bang!...no deal anymore. The key parties in the 

transaction are clearly ready to sell. This is where you can be a problem solver! 

As long as you stand at the ready with cash or a trust-worthy hard money lender, 

shoot an offer in on these “back on market” deals and you’ll be glad. 

REO Listing Agents 

REO (Real Estate Owned) is an industry term for bank owned properties or 

foreclosures. The foreclosure process for single family houses is long and 

involved. From the first month the homeowner is late on their payments until the 

property is listed for sale on the market as a vacant REO can be upwards of 18 

months. In some cases, more than 2 years have passed since the first date of 

default until an investor like you or me can get inside and survey the property.  
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After the bank takes back a house via foreclosure, they hire an asset manager to 

oversee a portfolio of foreclosure properties. Asset managers are the ones that 

make most decisions regarding whom the local listing agent will be for the 

house. Competition among listing agents (REO agents) to get bank owned 

property listings is intense. Bank owned property listings can be very profitable 

for an agent.  

Listing an REO property involves more than just putting it on the local MLS. The 

listing agent is often responsible for: the BPO (broker price opinion – what the 

agent thinks the house will sell for), servicing the property (winterizing/de-

winterizing, changing locks, cutting grass, shoveling snow, removing garbage 

and debris) in addition to working with real estate investors and buyers agents to 

get the houses sold.  

REO agents are typically extremely busy and employ teams of assistants to help 

them with servicing and selling their portfolio of houses. Many successful REO 

listing agents get repeat business from the asset managers, so they have a strong 

incentive to move properties quickly – but at prices that don’t get the asset 

manager in trouble with the bank.  

Since REO agents have a great deal of power and control over their listing, it’s 

important that you establish yourself and get your foot in the door with the agents 

that list bank owned properties in your target area(s). How do you accomplish 

this?  

Well, as the saying goes: “there are many ways do skin a cat.” No offense to cat 

lovers, but there are indeed many ways to get your foot in the door with 

foreclosure listing agents. Here are a few of them: 

 

1. Show that you are serious 

Remember when I said REO agents are busy and they don’t like to waste time? I 

wasn’t kidding. If you are just kicking tires and are not really serious about 

putting an offer on a house you intend to close on…please don’t make the call. 
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Take a survey of yourself: if you are not confident in pulling the trigger on a deal, 

get a buyers agent (you may have to sign an agreement) to take you around to 

houses and ask questions. Don’t send an offer to a busy REO agent if you don’t 

intend to buy the property.  

There’s a school of thought in real estate investing that you should just “gun” out 

as many offers as you can; like a hundred or something and then hope you get 

lucky. If this is your belief, let me tell you: don’t make an offer on a property that 

you don’t intend to close on. This is the fast track to getting “blacklisted” from 

the real estate insiders circle.  

And…being serious about purchasing a foreclosure at a bargain price means that 

you are most likely making a CASH OFFER. That’s right: no financing 

contingencies or other money loopholes in your contract. You should make your 

inspection period as fast as possible. Or, if you have taken a good look at the 

property once or twice (and you have the knowledge base) you could consider 

waiving your inspection completely. This will definitely show that you are 

serious.  

 

2. Take a good look and take good notes on the deals you are offering on 

 

Avoid making offers “sight unseen.” For those of you that are new to the 

foreclosure flipping business, making offers on a house you haven’t been in 

sounds crazy. Let me assure you, there are a lot of real estate investors who don’t 

go into the houses and trust what their buyers agent says (sometimes when the 

buyers agent may well have not even been in the house!) or, worse they don’t 

care what the condition of the property is.  

If you make a low-ball offer on a foreclosure property that is already 

aggressively priced by the listing agent, there should be a reason you could 

substantiate to them as to why. If the house is move-in ready (e.g. needs no 

repairs) and you come in with your offer at 50% of asking price when you 

haven’t been in the house, then you are going to look like a complete fool. And, 
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then, a smarter investor is going to snatch up that property and take the profits 

that could have been yours. Plus, the listing agent won’t take you as seriously the 

next time you send an offer through.  

An additional benefit of getting inside foreclosure properties in your target area is 

that you will get a better feel for the inventory and you will learn houses and 

neighborhoods better. You’ll be able to compare and contrast deals more 

effectively so you know the exact purchase price you need to get and the most 

likely sale price.  

 

3. Know the Market 

Spend some time studying the market. In certain areas, you may be willing to pay 

more than the listing price on a foreclosure. In other areas, you may not be able 

to come within 50% of the asking price. Bottom line: if you don’t know your 

pricing, you will make mistakes.  

Remember, paying too much in an incurable error in real estate investing.  

The better you know your market, the more in tune you will be with all those 

who participate in it. If you get on the phone with a listing agent, you’ll be 

conversant in their business and you will earn more respect. More respect could 

mean the difference in getting a phone call when their next hot listing comes out 

(or even before!). 

 

4. REO listing agents are (for the most part) extremely busy and they 

rely heavily on their administrative staff.  

This means that you should go out of your way to make friends with the 

assistant's of the listing agent or demand that your buyers agent do so. On the 

surface, this sounds very easy. But, in practice, it can be challenging. Why? 

Buying bank owned properties involves a lot of paperwork. Addendums, forms, 

agreements, disclosures, etc. Banks and asset management companies are 
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notorious for creating piles of paperwork. Well, guess whose job it is to sort 

through and administer most of this mess? That’s right…the administrators 

working for the listing agent.  

Offers come in. Counter offers go out. Paper comes in. Paper goes out. All of this 

can be agonizing and frustrating for the assistants. They have to be specific and 

precise. Sometimes the wording on an email or an addendum can make a 

difference in a deal getting squashed or going through. This is why you want 

these people on your side.  

You don’t want your offers to get put at the bottom of the pile. You want them at 

the top of the stack. This is why you must be patient, responsive and 

accommodating…and especially sweet to the REO listing agent assistants. Your 

deal lives or dies with them.  

Be polite on the phone. Always leave your complete information. Make sure your 

buyers agent (if you are working with one) submits your offer in the required 

manner (some listing agents prefer fax, others prefer email) and with the required 

addendums and/or disclosures completely filled out correctly. Be responsive 

when you receive counter offers or highest and best offer requests. Always say 

‘please’ and ‘thank you’.  

Sounds pretty common sense, right? Good. Then you shouldn’t have any 

problem remembering to do it. 

 

5. Use a large earnest money deposit 

 

There’s good news and bad news…and I’ll give you the bad news first. Your 

$500 or $1,000 earnest money deposit check doesn’t really go that far when 

you’re being aggressive buying a foreclosure property. If the listing agent is 

looking at 2 offers and they are the same price, they will probably pick the one 

with the best terms. The earnest money deposit (EMD) is where you “put your 

money where your mouth is.” It’s your good faith deposit or consideration in 
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advance to show the seller you are serious and have some money in the game.  

While not required by law, it’s become a fixed custom in real estate transactions. 

Don’t leave home without it. 

The good news is that you can increase your chances of getting your offer 

accepted (even if it’s substantially lower than ask price) by increasing your EMD. 

That’s right, if you and another investor are both offering a similar price, you 

could win out by offering a $5,000 or $10,000 EMD.  

As long as you have your inspection period and you adhere to the other terms of 

your PA, you can always get your EMD back. But, I caution against moving 

aggressively like this on a foreclosure property unless you are 100% certain that 

you want the deal and you’re getting at a good price.  

The higher EMD shows you are super-serious and definitely putting your money 

where your mouth is. You aren’t playing around and you want the seller (bank) to 

know it. This will help increase the value of your stock in the eyes of the listing 

agent, which bodes well for future deals.  

 

6. Do your own pre-closing homework 

 

Indeed, there are dangers and pitfalls with buying foreclosure properties. Most of 

the time, you don’t get a general warranty deed at closing when you buy. You are 

getting a special warranty deed which doesn’t necessarily provide the same 

warranties as to certainty of title that a general warranty deed does. What does 

this mean? 

It means that there could be outstanding liens or claims against the property that 

you may be liable for as a purchaser. Examples include: weed bills, water bills, 

special assessments and certain types of judgments. More to the point: it means 

that when you’re buying a foreclosure property, you might get stuck with 

outstanding items that the title company doesn’t catch when you purchase.  
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Do yourself a favor and call the city tax assessor the day before you close to 

make sure there aren’t any assessments or back taxes on the property that aren’t 

being included on the sellers side of the closing statement. Don’t request that the 

listing agent or their office take care of this. Trust me. 

 

7. Pay to play? 

 

You may have noticed from looking at an REO listing, but most listing agents 

require an “REO compliance fee” or something similar to be paid by the buyer at 

closing. What is this fee? Who knows.  It’s money for the listing agent, that’s 

really what it is. They’re trying to make as much money as possible in each deal, 

because the lower-end properties don’t yield as much commission on a 

percentage basis as the higher-end properties do.  

 

What should you do about this fee? Fight about it? Maybe. Ask them to waive it? 

Perhaps. But, my suggestion would be that if the numbers make sense, you 

should pay the fee. You might negotiate it down from $495 to $300 or something 

like that. Make sure you put that in your offer, though, and don’t try to pull any 

fast ones at closing. If you are agreeable to helping the listing agent make money, 

and other investors aren’t, then you’ll have a better edge getting deals in the 

future.  

 

Where Not to Flip 

 

This section is sure to create some controversy. It may upset you or offend you.  

What I’m going to cover is where my company currently flips houses and where 

we hear other investors successfully flipping houses. Keep in mind: this isn’t 
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what I necessarily wish to be true or am even glad is true – it is simply the reality 

of the marketplace right now and cannot be ignored.  

In terms of buying, renovating and selling houses, we currently avoid (for 

investment):  

• The City of Detroit & Highland Park 

• Pontiac 

The main reason for this is that we have seen firsthand more investors (from both 

in state and out of state) get burned trying to buy renovate and sell in these areas. 

YOU may be confident in your ability to buy and flip in these areas. If this is the 

case, more power to you. Please make money. It helps everybody when profits 

are generated and re-invested in the community. 

NOW, also bear in mind that I’m talking about “flipping” not “renting for cash 

flow.” If you have the desire and toughness to be a landlord or you want to try 

wholesaling to out of state/out of country investors, than you might very well 

evaluate Detroit and Pontiac.  

But when I think about putting capital at risk for a flip, these cities don’t even 

cross my mind. It’s also difficult (if not impossible) to retail flip in certain parts 

of lower Warren, Hazel Park, Ferndale and Oak Park.  

When you’re considering a flip, you have to look at the price/value relationship 

and what a rehabbed house in a certain area is conceivably worth on an appraisal. 

You also have to look at who the likely buyer is for a home and then determine if 

there is going to be enough profit left at the closing table for you to make 

anything for your time.  

 

Fannie Mae and Freddie Mac – Government Friends and Foes 

 

Back in 2008 (seems like a long time ago), Fannie Mae and Freddie Mac, the 
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mortgage industry giants, were effectively nationalized by the U.S. Government. 

The sub prime mortgage crisis took down these behemoths, and, with it, the U.S. 

Mortgage market in general.  

Mortgages still get written every day, just not as many or with as much leniency 

as pre-2008.  

For the past few months, there have been more Fannie and Freddie foreclosures 

than ever before. Perhaps you’ve seen them:  

 

“HomeSteps Financing Available” 

‘HomePath Financing” 

 

These are the governments effort at putting homeowners into Fannie and Freddie 

foreclosures and steering them toward special financing. The listing agents must 

go the extra mile to promote home owners buying these houses instead of 

investors. Why? Because it looks good to the politicians and bureaucrats when 

they say they are doing everything they can to encourage home ownership.  

Never mind the fact that nobody can live in these houses. Most of the Fannie and 

Freddie foreclosure houses are in such bad shape that no home inspector, 

appraiser or loan underwriter in their right mind would approve the purchase. To 

top it off, many of these properties have Certificate of Occupancy permits 

required before anyone can live in the house. This means that anybody that buys 

the home would have to have city inspectors come through the property and then 

take care of the list of required repairs and updates before the C of O can be 

granted. For the average buyer, this will likely cost a few thousand dollars out of 

pocket.  

But there is good news! 

That’s right…because of this ridiculous program, you can often buy Fannie and 

Freddie foreclosures. Make sure you have your houses property scouted out and 
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submit your offer. Hopefully you’re making cash offers. Then, when the deal 

with the homeowner falls through, you can scoop in and grab the deal.  

However, be prepared for all kinds of B.S. when you buy a Fannie or Freddie 

deal, including:  

 

• Extra buyer addendums 

• Deed restrictions 

• Extra fees and costs 

 

I’ve seen some deed restrictions as long as 6 months! That would put a real 

damper on your profits if you had an extra 2 or 3 months of holding costs. Make 

sure you read the fine print on your offer addendums. 

Purchase Agreements – Important Language to Include 

The single most important thing you can have in your purchase agreements is: 

“Cash Offer.” I even suggest putting this on your fax cover sheet.  

Could things get much simpler than this?  

In the foreclosure buying business, cash is king. Paying cash means you’re ready 

to close and quickly relieve the bank of their problem property. Financing 

contingent offers to scoop up foreclosures for less than (or even at) asking price 

are usually a non-starter.  

There’s no reason for the bank to take a discount on the asking price if there isn’t 

a certainty of closing. Therefore, cash offers with strong proof of funds will make 

a much stronger statement. Help the listing agent make a case to the asset 

manager as to why they should sell the house to you for less.  

Of course, this begs the question: “what if I don’t have enough of my own cash?” 

If you’re wondering this, you aren’t alone. Just about every single real estate 
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investor could use more cash to buy houses. But don’t worry: if you follow some 

of these tips, you won’t be hurting for cash very long.  

Sources of Foreclosure Flip Funding 

 

1. Tap your IRA or 401(k) 

Most new real estate investors are unaware that they can buy and sell real estate 

with a self-directed IRA. If you have IRA money at Charles Schwab, Fidelity or 

any other money management firm, you can move your money from there to a 

self-directed IRA custodian company and then put that cash to work flipping 

foreclosure houses. It might sound a little complicated at first, but once you talk 

to an IRA company over the phone and get the process going, it will be very 

easy.  

 

If you have an old 401(k) plan, or even an existing plan, and you can roll-over all 

or part of the money, you should consider rolling the funds over to a Self-directed 

IRA. Once you have funded your self-directed IRA, you can use those funds to 

buy and sell houses. There are some tax rules that you must follow, but it’s not 

really that difficult to stay on the right side of the IRS and make yourself some 

big time profits. Take a look at Equity Trust Company (trustetc.com) or The 

Entrust Group (theentrustgroup.com) for more information on this. 

 

2. Private Money 

 

My exclusive source of deal funding comes from private individuals. People who 

I have specifically built relationships with, that have the financial ability, will 

loan me money or partner with me on deals. I’ve done well over 200 deals with 

private money in the past four years and plan to do another 200 deals quite soon. 

All done with none of my own money.  
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There are some guru’s out there who claim to teach you about private money, but 

the only one that I’ve ever met who truly teaches real estate investors like you 

and me how to find and secure funds from private investors is a guy from right 

here in Michigan named Adam Davis. Adam wrote a book called: The Book on 

Private Money and I highly suggest you pick up a copy. You can go to: 

www.TheBookOnPrivateMoney.com and get a copy today.  

 

3. Hard Money 

Even though the mortgage market crashed and burned a few years ago, there are 

still a few hard money lenders out there who might fund your deals. A hard 

money lender is an individual or company that is in the business of making short 

term loans on rehab properties (like the one’s you’ll be buying). Hard money 

lenders charge high fees and interest rates for the use of their money, so be ready 

to bring some funds to closing. Also, hard money lenders may not loan you the 

entire purchase price of the property. They may also require you to get your 

rehab money in draws.  

Basically, when working with hard money lenders, be sure that you are talking to 

someone who makes the lending and disbursement decisions. There are plenty of 

“pretenders” out there who claim to be hard money lenders but they are really 

mortgage brokers in disguise. These unsavory folks are trying to simply broker 

money deals and get something for being in the middle. While this may sound all 

well and good, you should never deal with a hard money lender unless you talk 

to the one who is evaluating the property and making the lending decisions.  

 

Major Rehab Mistakes 

  

There are five major mistakes you can make when buying and flipping Michigan 

foreclosure houses. Two of these mistakes are incurable and the other three are 

very critical and could eat up all of your profits if you aren’t careful.  
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Mistake #1: Paying too much for the deal. 

This is an incurable error. If you paid too much for a property and you rehab it 

and then sell it, you will lose your shirt. Sometimes, it’s a matter of $10,000 or 

$20,000. Whatever the number is you want to make on each deal, make sure you 

leave plenty of room for error when determining your buying decisions. If you 

run all of your numbers close to the red line and don’t allow for rehab cost 

overruns or other costs that will inevitably occur. You will be disappointed (at 

best) and devastated (at worst) from your flip deals.  

You must run your numbers as conservatively as possible when evaluating: 

purchase price, repairs, holding costs, closing costs. 

 

Here’s a breakdown for how I evaluate my deals: 

Retail list price (5% discount from owner-occ. 90 day comps.):           $149,000 

Retail sale price (haircut for negotiation)                                  $140,000 

Selling costs (concessions @3%, commission 6%, transfer tax, etc.):    $16,800 

Gross Proceeds from Sale:                                                                     $123,200 

 

Purchase Price:                             $65,000 

Rehab:                              $30,000 

Holding costs (taxes, insurance, utilities, cost of capital):                         $3,750 

Total Cost Basis                           $98,750 

 

Total Profit:                                                                                             $24,450 

Est. Time from purchase to sale: 4 months 
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As you can see, you need to fight for every single dollar when you are buying. 

Each dollar more you pay is one less out of your pocket when you sell. You can’t 

afford to give up hard-earned profits.  

Mistake 2: Bad Location (incurable error – this is golden rule of real estate) 

If you buy a house to flip that is in a bad location, there isn't much hope for your 

profits. It doesn’t matter what you think or what you feel. It matters what IS and 

what will sell. Bottom line is that there are way too many houses for sale in this 

market and buyers have lots of choices.  

You must make sure that your house doesn’t have strikes against it like being 

located in the following: 

• Main mile road or half mile road (busy streets in general, such as service 

drives 

• Backed up to or next to commercial 

• High crime area 

• Bad school district 

• High taxes relative to property values 

 

The first thing anybody hears about real estate when they are 11 years old is 

“location, location, location.” There’s a reason for this and it’s called Economics 

101. We’re talking about supply versus demand. No matter how good of a job 

you do on your rehab, it won’t mean anything if you don’t get potential buyers 

(and hordes of them) through your flip house.  

Can you overcome having a foreclosure flip in a bad area? Perhaps. It is said that 

price overcomes almost anything, so if you can buy the house for cheap enough 

you will probably have a chance to make a profit.  
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When it comes to ultra cheap houses, though, you’re probably better off selling 

them “wholesale” to another investor or keeping the property as a long-term 

rental for cash flow or sell on lease options.  

 

Mistake 3: Underestimating Repairs & Timing 

Do you think all of your contractors are going to finish exactly when they tell 

you? Do you think that the city you bought your house isn’t going to mess with 

you on Certificate of Occupancy? Do you think everything with you rehab will 

go according to plan? 

If you said ‘yes’ to any of those questions, then I don’t know if you live in the 

same world I do.  

Life is life, and business is business. Mistakes happen. Cost overruns happen. 

But...you can do a lot at the beginning of the project to make sure you avoid the 

easy mistakes.  

For instance, if you are planning your personal or business cash flow needs, be 

sure to set a realistic time for project completion. Don’t go to a loan shark and 

get a 30 day loan for your rehab. Don’t stretch your personal budget so far that 

you have to move out of your home and into your rehab. 

It’s easy to get “house rich” and “cash poor.  

At the beginning of the rehab, if you don’t set aside enough of a repair budget, 

you’ll be scrambling at the end to get all the finishing touches done. The 

finishing touches are really what sells the house to a retail buyer, so you cannot 

skimp and jump over dollars to pick up pennies on that aspect. The time to save 

money isn’t at the 11th hour when your agent is ready to have an open house and 

move your property.  

The other problem you might run into if you underestimate your repairs is that 

you’ll end up doing more work yourself to save labor cost. This might seem all 

well and good until you find yourself spending nights and weekends re-finishing 
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a floor or grouting tile in the bathroom. You must always remember the highest 

and best use of your time as a real estate investor, which is finding deals and 

finding the funding to get them.  

 

Mistake 4: Cutting Corners on Rehab 

There’s a big temptation to cut corners on your rehabs. Look away from this 

temptation at all costs.  

Maybe you’re tempted to skip granite and stainless steel appliances in the 

kitchen. Maybe you want to put linoleum instead of tile in the bathroom. Maybe 

you want to just trim the bushes in front instead of planting more attractive 

shrubs.  

Stop you’re thinking right there! 

If you find yourself cutting corners, just picture your HUD-1 closing statement 

when you go to sell the property. The statement could have a nice, fat profit and a 

fast sale for you….or you could see your house languish on the market for 

months and months while you cut the price and hope and pray for a sale. 

The little things...the details...make all the difference in moving a retail property 

in short order in this market. Again, buyers have choices so you must answer the 

question of why they should choose your house. And...why they should pay top 

dollar for your offering. Give them a reason to give you full asking price and they 

will! 

 

Mistake 5: List Price Mistakes 

Want to know how to crush your profits before you even get a showing on your 

foreclosure rehab flip? Simple: list it for too low! 

 

That’s right...there is such a thing as listing too low. Sometimes it’s a bad thing 

when you get offers at your asking price. Probably could have asked for more 
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and gotten it. Maybe it only would have been a thousand or two, but...hey, that’s 

a few more grand in your pocket, right? 

 

The other side of the spectrum is listing your house for too much. This is 

common as well, especially with new investors. Most common cause for this is 

running inaccurate comps. When you run comps for your list price, you need to 

look at houses sold as similar to yours as possible within the past 90 days. Make 

sure to adjust for seasonal swings (like brisk Spring activity) or government 

interventions (like the homebuyer tax credit).  

 

Listing your house for too much money can be devastating to your profits. The 

longer your house sits, the higher your holding costs go and the more it wears on 

and gets overlooked by buyers agents.  

 

Better to build in an aggressive listing price on the front end of your deal (e.g. 

before you make your offer to purchase), then to sit looking at your house listing 

on the MLS waiting for somebody to call and set a showing.  

 

 

For more awesome information visit: www.REIAofMacomb.com 

 

You can attend the next Real Estate Investors Association meeting. Call 586-

435-7113 for more information on how to get plugged into the most dynamic 

real estate investor group in Southeast Michigan.  


