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Introduction

Welcome to our eBook on how to increase your rental cash flow 3 to 4
times.

We are Alf & Jeannie Gizzo of Earthwalker Property Solutions, and have
become the recognized experts in our specific real estate investing niche.

We are very excited to share our unique system with you and know that you
will find the following program stimulating and provocative, as well as
providing you with the motivation to take the steps necessary to start
maximizing your rental cash flow now!

Whether you're a seasoned real estate investor or just starting out, you’ll find
this eBook informative and useful.

Included you will learn how we accomplish our broad promise; increasing
cash flow 3 to 4 times, plus you'll read case studies of other successful
investors, learn how to choose the right neighborhoods, evaluate properties
and learn about tenant population.

Please follow us on Twitter, profile name “MaxCashFlow”.




Chapter 1 — The System

We are thrilled to share with you our system whereby you can increase your
cash flow on rental properties by 3 to 4 times!

Is it not only financially rewarding, but also personally rewarding. Let’s take
a closer look.

Several factors profile any rental scenario, vacancy rates, maintenance
costs, tenant damage, marketing and eviction expenses. Certain situations
come standard for landlords in the conventional world of renting.

Now, what if you knew of a system that would...

Multiply your rental income 3 to 4 times on your@nt units.

Have a steady stream of tenant applicants, alotigawvaiting list.

Have tenants that perceive their situation as\al@ge, and keep your housg
in spick and span condition.

Eliminate lengthy and costly eviction processes,

Include supplemental tenant management withoutigata pay for it.

You have to be asking yourself, how is
this possible? Well it is. Look at an
example.

First: This at a small 1080 sg. ft. 3

bedroom 2 bath (3x2) detached single-

family residential unit. This house, in $95c
an older working class urban

neighborhood, would typically rent for

$950 per month in Aurora, Colorado.

With our system, using the same house
as an example, rental income increases
to $1900 per month!




By renting out individual furnished rooms, some private and some semi-
private (two to a room).

Shared master $700
Shared 2" bedroom 700
Private 3" bedroom 400
Total monthly rent $1,800

Add in a small utility fee of $20 per $
month per occupant, and you have 1-900

$1,900 per month.

That's almost a thousand dollars
more!

Most tenants pay weekly, so that's an additional 4 weeks of rent a year you
would not have received if someone was always paying month-to-month.
That could add up to $1,860 over an entire year in the above example.

Now you might be thinking, who the heck are we suggesting renting to? Let
us tell you first whom you are not renting to.

Well, not to students who can have parties and cause damage, be disruptive
to the neighborhood and bring drugs onto the property. And, we are not
suggesting becoming a “group home” to the developmentally disabled,
disabled veterans or any other disabled or mental health group.

We rent to a tenant population that will respect the property and have the
attitude that living there is a privilege.

With this privilege in mind what if your tenants agree to live by certain
standards of the house, and if they did not they would be out within 24
hours?




House standards that require them to —

Conduct themselves in a safe, responsible and legal manner, in and
around premises/neighborhood at all times

Not engage in any illegal or disruptive behavior

Not have alcoholic beverages on premises

Not have drugs, without a prescription on premises

Not have overnight visitors

Not play loud television, radios, or music

Respect other residents, and clean up after themselves
Not fight or use of loud profane language

Agree not to smoke in the house, smoking outside only.

Respect the property by not removing household items or causing
damage.

Take affirmative action to ensure that nothing is done that could place
the Landlord in violation of applicable building, housing, zoning or health
code

Remove weeds, trash or any unsightly items from the yard daily, and in
the summer, mow the yard and in the winter, shovel the walk of snow?

Now, who would agree to all these edicts?

No one! — Unless they were required as a condition of being on parole or
probation. Yes that's right, men and women newly released from serving
time for a “soft crime” and need a place to rent.

Who is going to make sure they live within the houses rules? Well, since
your tenants are still under supervision, Parole will stop by regularly to
check-in, so you don’t have to.

Former offenders serving the rest of their sentence through parole or
probation are not yet free citizens; and are still under management by the
State for their parole or probation period. Parole and/or Probation offices
will require the former offender’s residence be open to inspection 24/7.




Check the property and the tenants whenever you want — whenever it is
convenient. You never have to call ahead of time to ask permission. This
type of arrangement is not only convenient for the property owner it is a
great way to be sure the property is respected.

Choose tenants who are non-violent former offenders of soft crimes.

Soft crime is defined as— traffic, theft, forgery substance abuse or
distribution, DUI and fraud violations, to hame just a few. These men and
women generally realize they have made a mistake, want to get on with
there lives and have the desire and motivation to succeed. They can't
succeed if they don't start with a basic foundation like a stable home.

During the current economic recession, state tax receipts are forcing states
to cut many state governmental programs. Most, if not all states, either have
reduced the requirements for early release or are preparing to.
Consequently, the number of potential tenant applicants is expected to
increase proportionately. Shelter space in most cities is underfunded and
inadequate, and will not be able to absorb the number of early releases that
are expected.

Out of the newly released inmate population, 80% are allowed by Parole
Boards to obtain housing with family or friends; however, 20% are not. A
Parole Board may surmise that family and friends had a roll in the inmate’s
original unlawful behavior, subsequently forcing them to find affordable
temporary housing elsewhere. However, to the former offender housing
choices are very limited.

Many of the 20% will have financial support from family and friends, but may
still have to go to a homeless shelter due to lack of options. Aid from family
and friends can often be one of two weeks rent plus a damage deposit to get
the newly released individual started while searching for a job.

The Department of Housing & Urban Development defines a shelter as a
transitional “short-term” shared living space, which may or may not charge a
fee. Most States have statutes prohibiting parolees from living together.

However, that applies to sharing a rental unit with a lease agreement and
does not apply to shelters or transitional housing.




That’'s the niche, offering very affordable transitional housing, without a
lease, similar to a rooming house. No meals or other services are provided,
just a fully furnished and equipped home.

Let’s look at another example.

This is a two by one, 1600 sq. ft. duplex in
Lakewood, CO. This duplex rented for
$650 a side or $1300 a month for both.

With our system, it rents for $2,320 per
month, by renting out individual rooms,
some private and some semi-private (two
to a room).

Here’s how it adds up:

Each Unit

One semi-private $700
Private 2 " bedroom 400
Total monthly rent $1,100

Times 2 $2,200 $2 y 320

Add in a small utility fee of $20 per month
per occupant, and you have $2,320 per
month.

Same structure, just add furniture!

This can be duplicated in many different configurations. In the following
chapters, we will be examining three actual case studies in detail.




Chapter 2 - Case Studies

Cast Study #1

Within our investment community the word was getting around that, the
Gizzo's were onto something unique and profitable, especially for investors
that can’t sell a property for a profit due to current market conditions and
must rent it out.

We met Phyllis after speaking for just 15 minutes speaking to a group of 220
investors at a local REIA meeting. Phyllis, a former high school principal,
spends some of her retirement time investing in real estate by buying single-
family detached homes from local wholesalers. She has two strategies, fix-
n-flip and fix-n-hold. The night Phyllis approached us to ask about our
system, she had just spent slightly more than she was expecting too,
rehabbing a fix-n-flip she had recently purchased from a wholesaler. The
profits from the potential sale of the home would be less than anticipated for
two reasons.

The extra costs of the remodel plus the additional carrying costs due to the
length of time it would take to sell the home in a depressed market. So she
was investigating renting the home out and waiting for property values to
appreciate and then sell. Either way, the three bedroom three bath split-
level had plenty of possibilities.

She was evaluating her options and
was curious how her 3 x 3 would
cash flow with our program. If she
chose to rent it out at market rates,
the monthly rent would be $1350.
Her PITI was $1055, so her monthly
cash flow would be $295. Not bad,
and most would even say that was
great.

However, she still wanted to know what her cash flow would be if she used
our program, so we met her at the house.

Prior to our meeting, we checked zoning and location to public transportation
and conveniences.




The house is zoned to meet our program’s requirements, is located .4 of a
mile from the bus line, and is within easy walking to grocery stores, banks
and restaurants.

It is located in a quiet working-class neighborhood and met all of our criteria.
As we walked through the house, it was easy to see the potential.

We began by estimating the size and number of
bedrooms to determine how many Phyllis could
use as private rooms and how many qualified to
be semi-private. The size for shared room
should be no smaller than 12x12. Our program
tries to avoid any kind of institutional-like feeling
to a home, so we never recommend more that
two to a room.

After showing Phyllis how she could use a family room as a shared room
with a little construction magic, her house could have 3 shared rooms and 1
private. Her shared or semi-private rooms would rent for $700 a month and
the private for $400 monthly. Therefore, her gross rental income every
month would be $2,500 at full occupancy.

She could accommodate 7 men total and
earn nearly 4 times what she could have
gotten, renting to a single-family. Phyllis
jumped on-board! It got even better than
that when she realized that she would have
a steady supply of tenants and supplemental
management from the State. Working with
the state’s Department of Corrections,
Phyllis could tap a rental population that is overlooked and underserved.

Phyllis followed our instructions for furnishing and outfitting
her transitional house, and had it all done in two weeks.
She did it under budget with the help of family and friends,
donating to her new transitional home. In addition, she
found deals on Craiglist.org and FreeCycle.com. The
Colorado DOC inspected the home shortly thereafter and
certified it for occupancy. She was checking in her first
client within a week and was off and running, filling her
house up with pre-screened and approved former-offenders.




Here is what Phyllis has to say:

"As a former educator who has always wanted to make a difference, | found
myself looking to continue this after retirement. Thankfully, | found Alf and
Jeannie Gizzo, who introduced me to the concept of renting to non-violent
former offenders. This has proven to fulfill an altruistic need as well as being
monetarily beneficial. Imagine being able to make a difference and earn at
least $1,000 profit per month. If you are a bit hesitant or cautious about this
venture, you won't be after visiting with Alf and Jeannie.

They truly walk you through this process
step by step. My background included a lot
of years working with "at-risk" youth but
this is not a pre-requisite of being
successful with this program or with former
offenders. Alf and Jeannie told me what
the result of renting to former offenders
would be, both financially and emotionally.
They were right on in both instances.
Phyllis with tenants

These are two wonderful and generous

people who have made this calling into a profitable business for others. This
will only result in more former offenders being able to take advantage of
convenient and affordable housing. | applaud the Gizzo's for their
successful efforts and program excellence."

Phyllis Emrich, C & P Properties




Case Study #2

One of our first houses under the
Earthwalker program was a three-
bedroom two-bath home with just over
1000 sqg. feet. The house is a bright,
sunny bungalow located in a working-
class neighborhood.

After checking with the county and city zoning departments it was
discovered to be a fit perfect as a model for the type of housing we had in
mind. It was a bank-owned property, selling well below market value and we
picked it up for 50% of after repaired value, which was $70,000.

The rehab budget was $17,300 and the furnishing budget of $2,700, which
was added to the note when we refinanced with a conventional lender. Our
mortgage payment on $90,000 was $613 principle and interest. Taxes and
insurance took it up to $776. Market rents in the area for this size house
were $950, so we could have had good positive cash flow of $174.

However, our plan all along was to furnish and rent to former-offenders.
After furnishing, the house would comfortably accommodate five tenants.

We invited representatives from the Re-entry
and Parole Division of the Department of
Corrections to obtain approval and
certification. Along with a site visit from the
DOC, we agreed to a background check and
submitted a W-9 to obtain “vendor” status.
Working with the State’s Department of
Corrections and other marketing resources,
we always had a waiting list of men soon to
be paroled or waiting for release from a halfway house. An empty bed was
generally unfilled for less than 2 weeks.

Our yearly vacancy rate was less than 5%; however, keep in mind, when
there was a vacancy for a short period, we always had four other tenants to
pick up the slack.




We took two of the bedrooms, made them into
shared rooms, and left the third bedroom as a
private. The two shared rooms combined paid
$1,400 and the private brought in $400 a
month in rents. We had established a small
utility stipend of $20 a month for each tenant,
which brought our monthly income to $1,900!
We paid the utilities and brought our monthly
overhead to $976, so we were cash flowing
$924 per month, instead of $174.

That's FIVE TIMES more than what we would have received as a normal
rental

After owning the house for a year with a positive cash flow of $924, a month
after PITI and utilities, we flipped it to Rayna & Gabe Rodriguez, investors
who wanted to stay in the program. Since the house was completely
furnished and fully occupied (with a waiting list), the new property owners

stepped in without missing a beat. We made a good profit on the house and
continue to coach the new property owners whenever any questions come

up.

They have experienced so much
success with the house they’ve open up
another in South Aurora, CO. a 3-
bedroom — 2-bath split-level.

Their strategy of holding and renting
now is paying them almost 4 times what
they originally expected to get from their rental properties.




"Hello, my name Rayna Rodriguez, | wanted to share my
story about transitional housing. My husband Gabe came
home one day and said that he heard of a program out
there that gave back to the community and has the ability
to be profitable. So | asked him, what does that mean
“transitional housing?” He informed me that we would be
providing a home to former offenders to rent a room from
us. My first response was “you have to be out if your
mind, there is no way that we can be apart of something like that.”

| continued to tell him we have two kids and that a business like that would
not be anything | would want to be a part of. He did get me to agree to at
least look at the type of business by meeting with Alf and Jeannie. At our
first meeting with them, they took us to see a home that was established
and meet a few of the men. Well, at the house | was still saying, "I don't
think so".

We left the home and had a question and answer meeting with Alf and
Jeannie. | have to say - one if the best meetings | could have had; my
opinion changed. | was excited and could not wait to be apart of a business
opportunity that would be so rewarding and profitable.

| encourage anyone who may have reservations to take the time to learn
through Alf and Jeannie. Thanks again, Alf and Jeannie for your insights on
this rewarding opportunity!"

Rayna Rodriguez - R & R Property, LLC




Case Study #3

We met Mike at a real estate investors club meeting. He and his wife, Mary,
are the creative thinking types and had heard about our successful program.
When they approached us, they already owned several properties and
wanted to get a better cash flow from one of their duplexes. Mary supported
Mike in this endeavor, but did not want to play a big role — it was Mike’s
thing.

When renting to a single-family, Mike’s duplex
was getting $700 per unit, for a total of $1400
for both sides. After hearing what he could
make with transitional housing, he became
more interested upon discovering he could
double his gross rent. He learned the
individual tenants would pay only a portion of
the utilities, he would pay the rest and even
so, he was still going to double his gross
income.

This sounded great, but Mike and Mary had other hesitations. They wanted
to know what the significant differences are between renting to people on
probation or parole and sharing the same house opposed to a single-family.

They had two major concerns:

1. What was the type of client base they would be dealing with?
2. What would be the amount of time that would be involved?

Mary works on several projects from her home office and Mike drives
delivery and works full-time.

We pre-screen the clients, just as any property owner would when renting.

The difference is the screening takes place through the Department of
Corrections Division of Parole or Re-entry.
Naturally, knowing the criminal history is
compulsory. Knowing if the person is
employable and has no record of violence or
sexual misconduct is essential.

Mike learned that he only needed to take men
incarcerated for soft crimes and most likely to
succeed when released.




As for the time commitment, Mike’s thinking about tenant management
needed a shift in perception. Transitional houses are just that — transitional.
The average stay is three months. Think boarding house - without the
meals and other services. He understood that his time would be spent on
premises with check-ins and check-outs. Other parts of his time would be
receiving calls from the DOC and other referral services filling up his pipeline
with potential renters.

Mike chose to charge $500 per month for
a private room and $440 per bed in a
semi-private room. He has no problem
filling his units and now grosses $1,380
per side, which totals $2,760.

He has been so successful with the

program that he’s converting another

property he owns, a triplex, with a unique

configuration a one, two-bedroom and

four-bedroom. The entire triplex had been renting for $1,975. However,
when furnished and outfitted as transitional housing, it will gross $3,700.

Mike shared with me recently.

“I've had a lot of success. It's more of an investment up front to furnish the
units, but you end up making a lot of money, and | like the control | have.
What | mean by that is the access | have to the property, to make sure
nothings being stolen. My last traditional renter, a family, up and left in the
middle of the night with all my lighting fixtures, screens, and blinds; man
what a costly headache.” | want to open up even more transitional housing
and I'm looking for property to purchase.”

Mike Anderson - JAG Properties LLC




Chapter 3 - Zoning and Neighbors

When keeping this unique venture in mind, finding the right house in the
right neighborhood can be easy in today’s real estate market. The number
of foreclosures has left empty homes on nearly every block of our country’s
working and middle-class neighborhoods.

However, when purchasing a single-family or multi-
family residence for transitional housing, zoning has
to be the first consideration. The house or complex
may be a perfect fit, meeting all the necessary criteria
for a successful transitional house.

It could be the perfect proximity to transportation and
convenience, the right number of bedrooms and
baths, but if you are limited to the number of unrelated
parties who can live in the structure, then it simply
isn’t worth pursuing for this purpose.

How We Can Help

When we are first approached by an investor who wants to participate in this
money-making venture, we ask for the exact address of the property he/she
Is considering. From there we offer to call the zoning department for that
particular city and county to be certain that the house falls under the correct
zoning codes. Every governmental authority controls their jurisdiction’s
land use, by means of zoning codes and/or permissible land uses in
specifically-defined geographic areas or Districts.

Remember that zoning codes protect our real estate values: residential,
commercial, industrial and agricultural. Residentially-zoned districts define
the type of occupancy that can occur, namely a family, and the number of
unrelated people that can reside with them in that structure. The codes
are quite liberal where all the residents are related, but can be quite
restrictive when the parties are not related.




We specifically ask about the number of unrelated parties permitted to
reside in the house and get an electronic copy of the regulation or the land
use definition they are citing. We inform the zoning official of your intended
rental clientele (non-violent parolees/probationers; no sex offenders), and
ask how many would be allowed to reside together.

We want to be sure there are no additional restrictions prohibiting renting to
former offenders. In some cases, a simple permit can be applied for, which
raises the number of unrelated residences and therefore increases your
ability to open more rooms in the house thus increasing your monthly cash
flow.

Neighbors

One of the most frequently asked questions we get is, “What do the
neighbors think?”

We propose choosing neighborhoods that could benefit from a previously
vacant house being rehabbed and adding visual value to the community.
The neighbors are appreciative of the improvement and it is a requirement of
the tenants to keep the house and grounds clean and maintained. Through
our experience and that of our students, working-class neighborhoods that
are quiet and away from gang regions have proven to be very successful for
this work.

Through using our screening system, we are able to rent to men and women
who want to keep a low profile. We do not put sex offenders or violent
criminals into middle-class neighborhoods. The tenants generally just want
to get on with their lives and not draw any unnecessary attention to
themselves or their home. Because of that prevailing attitude they do not
bother the neighbors.

Your tenants agree to follow a set of house rules, which include no loud
music or TV, no loud personal exchanges and no alcohol or overnight
guests, just to name a few. This helps keep the household quiet. If the
property owner discovers the house rules have been violated and therefore
compromises the house’s standing in the neighborhood, the tenants can and
should be evicted immediately.




Typically, your tenants will be gone a good deal of the time with work, school
and reporting to their supervising office. When your tenants are not bringing
attention to themselves, all goes well.

Proximity to Services

The closer a property is to a bus stop and other conveniences, the longer
your tenants will choose to stay. We recommend being within .4 of a mile to
public transportation and other conveniences, e.g., convenience or grocery
stores, banks and Laundromats, if the property doesn’t have laundry
facilities. We highly recommend that you provide washer/dryer facilities.

Former offenders are under a lot of pressure, e.g., finding work or
commuting to there job, plus possible drug and alcohol screening tests, and
visits to their parole/probation officer; all very time consuming. So making
life a little easier in one area helps a great deal and makes your property
more attractive then another.




Chapter 4 - Your Up-Front Investment

Another frequently asked question is concerning the initial time and money
spent to make this extra $1000 or more a month. The money sounds great,
but is it worth the time or the additional preparations an investor would have
to put into the program? We want you to have the facts — no sugar coating.

When first entering into the process of opening a transitional house, there
are several things to consider. We have already talked about the
requirements a house must meet to qualify as a transitional house by
covering the zoning regulations in Chapter 3, so now let's investigate the
next steps.

Acquiring the house and meeting the criteria for location
Checking zoning (see Chapter 3)

Establishing your referral sources
Your relationship with the Department of Corrections

Stetting the house up as a home
Furnishing the house

Setting up your back office

The DOC

You are probably breaking new ground in your community as a private
landlord working with the Department of Corrections. You must get their
blessing before you can even consider going to the next step. With this in
mind, Earthwalker will take this preliminary step for you by making the initial
contact with the Department of Corrections in your area.

Just contact us at info@earthwalkerproperties.com. We want to know if the
area you're considering opening has enough of a population to support your
endeavor. We want to know, in general, if there is a need before you go any
further.




If you don’t want to take us up on our offer, we have included a list of contact
numbers later in the Appendix to help get you started. Often just sifting
through a State’s website can lead you directly to the right person and other
times getting to the right person can be challenging.

Most states have a Re-entry Program, but all are operated a little differently.
Some prefer that you go through their Parole Coordinators and other will
have Re-entry Specialists who will be your number one contact. Either way
it is all in the way you present yourself and your house that will tell you what
you need to know.

Setting-up the House

Our type of housing is more than just a place for your tenants to flop — we
want to convey the feeling of home — completely furnished. Why is this
important? Home is a basic need. It gives you, as the property owner, a
more stable tenant group with fewer turnovers. We always aim for a steady
house because there are fewer checkouts and evictions, which translate into
less time in management. You should not spend more than 3 hours a month
from booking to maintenance to earn your additional $1000 a month.

Earthwalker Property Solutions considers budget,
time and value when furnishing our houses.
While each house will be slightly different, you
can figure a budget of approximately $400 to
$600 per person. That means if you have a
house that will serve 6 people, to furnish
bedrooms, a living room, dining room, kitchen,
laundry and baths for the entire house you would
max out your budget at approximately $3600.

If you have a lot of donations and are very creative in your acquisitions you
could invest as little as $2,400. This includes odds and ends like kitchen
towels and sponges, initial cleaning supplies, a vacuum, broom, mop, etc.

(A complete register of materials is listed in our manual). It can take about 2
weeks to pull a house together and make it ready for your first renter. The
expense is easily made up within the first 3 months or less, of having the
rental property active.




How do you keep your furnishing costs on the
lower side? We have become very
resourceful when it comes to supplying our
homes, and you can too. Friends and
neighbors have offered coffee pots and
vacuum cleaners. We take them wherever
we can. It is actually fun, and they feel a
personal reward from “helping you out.” We
have also collected from garage sales and
church bazaars, and are amazed at the values we have come across while
freeing someone else of their unwanted belongings.

If that is not your style, then let your fingers do the searching on sites like
Craigslist.org and FreeCycle.com. These sites are filled with merchandise
that sells very reasonably or is free for the getting. It is a great way to join in
the recycling effort and prevent perfectly good items from ending up in one
of our nation’s landfills.

With the same thought in mind, the Goodwill, Salvation Army and Habitat for
Humanity stores, along with DAV stores (Disabled American Vets) are
reliable outlets for inexpensive quality goods. Due to the unprecedented
number of Americans having to downsize, these merchandisers are
brimming with useful items that every household needs.

One of our busier students hired his mom to put his house together for him.
Among the many advantages to that was the house had a woman’s touch
and mom really enjoyed taking part.

Time It Takes to Get a House Filled

A realistic timeframe for getting your new business up and running at full
capacity should be approximately 12 weeks. We know start-up ventures can
often take from 12 to 24 months, but this little money maker should be
generating a profit within the first 3 months or even in less time than that,
depending on the PITI.

Simply put -- there is a need and you have a solution.




Back Office

When an applicant calls, keep it simple. Following a sequential format, you
will use what we call an intake form and pull up an inmate locator
information sheet from your States DOC website, to gather initial information
about your prospective renter. The good news is, there is less paperwork
overall as there are no leases or lengthy evictions to take up your time.

As you start receiving calls more frequently your contact list grows into your
email marketing list. It is an easy way to keep your referral sources aware of
the inventory available.

Time-saving electronic rent collection is nearly a must given not everyone
pays on the same day. Set up a one-way transaction account at a nearby
bank and track rent payments automatically. Introduce a daily late fee. |If
the rent isn’'t deposited along with the late fee by day number 3 call parole
and your renter is packed up and evicted. Create a simple Excel
spreadsheet to keep track.




Chapter 5— Advantages of Renting to Former Offender s

As was pointed out in the first chapter, the advantages are many.

1. The first, of course, is the additional income your rental property will
generate.

2. The second is control.

A traditional renter signs a lease with stipulations for timely payment and the
consequences for failure to do so. If you have used a standard lease
agreement that you picked up at the local office supply store, the eviction
process will be long and expensive. If you customized a lease with an
attorney or have used an experienced property management firm, you're in
much better shape.

Nevertheless, you've incurred costs, i.e., lost income, potential loss of
fixtures, appliances, damage, cleaning and repair costs. If you're an
experienced landlord, you have done your background and credit checks,
but you never really know for sure whether you're going to get stung or not.

On the other hand, renting individual rooms without a lease, similar to a
rooming house, allows you to enter the property at will to do inspections and
ask someone to leave for non-payment in a matter of days, not weeks or
months.
Income is not lost; the renter loses his/her
damage deposit, which reimburses you for lost
days. Moreover, you will have very few days
that a bed or room is vacant because of a
robust waiting list.

Renting to adults only is an advantage. If

you're an experienced property owner you

Jeannie with tenar know the damage that children and pets can
have on a rental unit.

Male tenants in transitional housing can certainly have guests and those are
sometimes children, but rarely. The rules for transitional housing for women
are different.




Only the tenants are allowed to enter the home, no one else including
boyfriends, husbands, ex-husband and children; therefore,
the potential for damage is greatly reduced.

What other tenant population would agree, in-writing, not
to smoke, drink or do drugs in the house? What other
tenant population would agree to keep the kitchen and
common areas cleaned up, rugs vacuumed; yard raked
and mowed, weeds pulled and walkways shoveled of
snow?

What other tenant population would agree to keep the

sound from televisions or any other music device low? And, as a condition
of their parole agreement, agree not to engage in any illegal or disruptive
behavior, conduct themselves in a safe responsible legal manner and submit
to regular drug screening.

The tenants are under lawful supervision, so if they mess up they have to
answer to the government agency under whose jurisdiction they fall. They
can be the best tenants you will ever have because they have to follow the
letter of the law more closely than anyone else. There is no bending the
rules for these individuals without them suffering stern consequences from
their parole or probation officers.

Other things to consider are the tenants’ grateful attitude. The alternative to
furnished transitional housing is normally a homeless shelter. Yes, they can
get a meal, but it's no place to launch their new life from.

Having a real home to go to, with other supportive roommates, often helping
each other out, is the optimum environment for re-integration back into
society.

The results of this attitude are very respectful tenants that follow your rules
and respect your property.




Another advantage — many tenants have good skills, i.e., carpentry, dry
walling & painting, flooring and appliance repair. We've had tenants’ repair
— forced air/heating system duct work, hot water heaters, electrical wiring
problems and the plumbing. We have actually bartered some rent for
scrapping and painting the exterior of two entire houses.

Obviously, you can save a lot of money, but
this is just one aspect of the benefits of
renting to former offenders will trade skills.

In addition, you will eventually get a tenant
who’s enterprising, a smart fellow with good
home maintenance skills. You can hire this
fellow to do the work you need on all of your
rental properties.

You will find your tenant involvement diminishing, as your houses get stable
with reliable “law-abiding” residents. While the average stay is only 3 — 6
months, your checkouts and new check-ins go smoothly and easily. You will
have plenty of success stories and become a welcomed vendor for your
DOC.

Don't let the turnover put you off - turnover is part of the process — it means
you have helped another person start a life all over again! And, it keeps
your house fresh, while your company builds a good reputation that spreads
quickly through the corrections community as well as the inmate population.
Yes, another advantage.




Chapter 6 Exit Strategies

There are also some very exciting exit strategies for transitional housing.

Keeping in mind every real estate investor who has a plan A should have
back up plans B and C, when entering into a new venture. Being prepared
for the unexpected is critical to success in any undertaking.

The most common exit strategy for the investor holding rental property is to
list the property and sell it on the retail market. You may make money; lose
money or break even, depending on the many obvious factors. However, let
us consider how you can take full advantage of two other exciting exit
strategies that transitional housing offers.

Turnkey a single house to another like minded investor now or later

Sell several houses full, with the system as a package

Turnkey to Another Like-Minded Investor

The cash flow can be documented, the home has
already been remodeled, furnished, outfitted and
has stable tenants. You know how much time is
involved and can share your list of contacts with
your referral sources.

This makes an attractive value for anyone looking
for a solid investment. If the up front work has
already been done and the system proves to be
working, another investor is buying into a sure
thing.




Some of the investors we’'ve met who have shown interest and some who
have gone on to buy existing transitional houses are:

Active investors,

Recent college grads,

Parents purchasing for their grown children,

Retired persons who want to supplement with additional income,
Anyone with an entrepreneurial streak,

A stay-at-home wife looking for an area to expand her interest.

Any person looking for a unique real estate business niche with
fantastic cash flow

Consider This

As soon as you have your transitional house stable with tenants, and have
an established tenant referral list — approximately three months — consider it
a modification of the fix-n-flip model. You will be able to sell it above market
value because of the level of cash flow it generates as well as the systems
you have already put in place.

Three months for acquisition, rehabbing, furnishing and filling with tenants.
In each case, don't list the property when you want to sell. We recommend
attending your local Real Estate Investment Associations.

Go to http://www.reiclub.com/, to search for a club in your area. Network
and talk about what you're up to, you'll have eager investors who want the
cash flow you're generating without having to search for a suitable property,
rehab, furnish or fill with stable tenants, themselves.

Selling a Group of Transitional Homes as a Business

Alternatively, if you have two or more transitional homes, sell them as an
entire business. Sell your system, e.g., bookkeeping (rent roll), marketing
contacts, marketing materials, forms and suppliers.




A documented business track record of two
or more years will make you very attractive,
not only to real estate investors, but to
anyone wanting to purchase a successful
business.

You will earn a great deal more than if you
were selling them at market retail prices.

Tip

Increase the value of your business by increasing the equity. Take a
percentage of the additional cash flow you earn and pay down the principle
on the mortgages, thus reducing payoff amounts. You will reap huge
rewards when you do sell, and reduce the total interest paid, while you have
the note.
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List for:

State Department of Corrections

State

Phone & URL

Alabama Department of Corrections
301 S. Ripley Street

P.O. Box 301501

Montgomery, AL. 36130-1501

334- 353-3883

http://www.doc.state.al.us/

Alaska Department of Corrections
Juneau Central Office

802 3rd Street

Douglas, Alaska 99824
907.465.4640

907-465-4652

http://www.correct.state.ak.us/corrections/inc
.isf

Arizona Department of Corrections
1831 W. Jefferson Street
Phoenix, AZ 85007

602-542-5497
602-771-5746
http://www.azcorrections.gov/

Arkansas

Arkansas Department of Correction
P.O. Box 8707

Pine Bluff, AR 71611-8707

870-267-6999

http://www.adc.arkansas.qgov/

California Department of Rehabilitation
Corrections

California Reentry Program

P.O. Box 483

San Quentin, CA 94964

8916-255-3817

http://www.cdcr.ca.qgov/

Colorado Department of Correction
John C. Inman Work and Family Center
877 Federal Blvd.

Denver, Colorado 80204

303-825-1115

http://www.doc.state.co.us/index.html

Connecticut Department of Corrections
24 Wolcott Hill Road
Wethersfield, CT 06109

860-692-7480

http://www.ct.gov/doc/site/default.asp

Delaware Department of Corrections
245 McKee Road

Dover DE 19904

(302) 739-5601

302-739-5601
302-857-5246

http://doc.delaware.gov/default.shtml

Florida Department of Corrections
Broward Re-entry Coalition

4200 NW 16' St. Ste: 101
Lauderhill, Florida 33313

954-535-2390

bowardreentry@aol.com

Georgia Department of Corrections
Division

State Board of Pardons and Paroles
2 MLK Jr. Drive Suite, 458 East Tower Atlant
GA 30334

404-559-6661

http://www.dcor.state.ga.us/ContactUs.htm
a,




Hawaii Department of Corrections
919 Ala Moana Blvd., 4th Floor,
Honolulu, Hawaii 96814

808-587-3477

http://hawaii.gov/psd/corrections

Idaho Department of Corrections
1299 N. Orchard St., Suite 110
Boise, ID 83706

208-658-2000

inquire@idoc.idaho.gov

lllinois Department of Corrections
1301 Concordia Ct.
Springfield, Illinois 62794-9277

800-666-6744

http://www.idoc.state.il.us/

Indiana Department of Corrections

1299 N. Orchard St., Suite 110

Boise, ID 83706

Assistant Director of Re-Entry, Jim Cox Jr.

208-658-2000
inquire@idoc.idaho.gov

317-234-0323
jcoxjr@idoc.in.gov

q
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Kansas Department of Corrections900
Jackson 4th Floor Landon State Off
Building

Topeka, KS 66612-1284

5(¥85) 296-3317
c€oll-free Kansas & Missouri : (888) 317-8204
http://www.dc.state.ks.us/

Kentucky Department of Corrections
275 East Main Street

P.O. Box 2400

Frankfort, KY 40602-2400

(502) 564-4726

http://www.corrections.ky.gov/about/

Louisiana Department of Public Safety
Corrections

P.O. Box 94304

504 Mayflower Street

Baton Rouge, LA 70804-9304

&25-342-6609

http://www.corrections.state.la.us/

Maine Department of Corrections
25 Tyson Drive SHS #111
Augusta ME 04333

(207) 287-2711

http://www.state.me.us/corrections

Maryland Department of Public Safety a
Correctional Services

300 East Joppa Road, Suite 1000 Towson,
Maryland 21286

net10) 339-5000
http://www.dpscs.state.md.us/

Massachusetts Department of Correction
50 Maple Street, Suite 3
Milford, MA 01757

(508) 422-3300

http://bit.ly/fIfQI

Michigan Department of  Correctior
206 E. Michigan Ave.

Grandview Plaza

PO Box 30003

Lansing, M1 48909

1$517) 335-1426

http://www.michigan.gov/corrections

Minnesota Department of Corrections
1450 Energy Park Drive

Suite 200

St. Paul, Minnesota 55108-5219

(651) 361-7200

http://www.corr.state.mn.us/




Mississippi Department of Corrections
Snail Mail contacted by county

Phone # listed by county — see website
http://www.mdoc.state.ms.us/

Missouri Department of Correction
2729 Plaza Drive

P.O. Box 236

Jefferson City, MO 65102

573-751-2389

http://www.doc.mo.gov/contact.htm

Montana Department of Corrections

1539 11th Avenue

P.O. Box 201301 Helena, MT 59620-1301
406-444-3930

406-444-3930

http://cor.mt.gov/default. mcpx

Nebraska Department of Corrections
P.O. Box 94661
Lincoln, NE 68509-4661

(402) 471-2654

Www.corrections.state.ne.us

Nevada Department of Corrections
Stewart Facility

5500 Snyder Ave., Bldg. 17
Carson City, Nevada 89701

(775) 887-3285
FAX: 687-6715

http://www.doc.nv.gov/contact/index.php

New Hampshire

105 Pleasant Street

PO Box 1806

Concord NH 03302-1806

Phone: (603) 271-5600
Fax: (603) 271-5643
info@nhdoc.state.nh.us

New Jersey Department of Corrections
Whittlesey Road

PO Box 863

Trenton, NJ 08625

Mercer County

(609) 292-4036

http://www.state.nj.us/corrections/

New Mexico Department of Corrections
Reentry Bureau

New Mexico Corrections Department
PO Box 27116

Santa Fe, NM 87502-0116

(505) 827-8656

reentry-reform.nmcd@state.nm.us

New York Department of Correctional Servic
Building 2

1220 Washington Ave.

Albany, New York 12226-2050

£(518) 457-8126

http://www.docs.state.ny.us/

North Carolina Department of Corrections
4201 Mail Service Center

Raleigh NC 27699-4202

919-716-3700

919-716-3700

info@doc.state.nc.us

North Dakota Department of Corrections
Rehabilitation

3100 Railroad Avenue

Bismarck, ND 58501

&01.328.6390

http://www.nd.gov/docr//

Ohio Department of Rehabilitation ai
Correction

770 West Broad Street
Columbus, Ohio 43222

né14-752-1159

http://www.drc.ohio.gov/




Oklahoma Department of Correction
3400 Martin Luther King Avenue
Oklahoma City, Oklahoma 73111-4298
Phone: (405) 425-2505

(405) 425-2505

http://www.doc.state.ok.us/

Oregon Department of Correction
Oregon Department of Corrections
2575 Center St. NE

Salem, OR

97301-4667

503-945-9090

http://www.doc.state.or.us/DOC

Pennsylvania Department of Correction
2520 Lisburn Road

P.O. Box 598

Camp Hill, PA 17001-0598

(717) 975-4859

http://www.cor.state.pa.us/

Rhode Island Department of Correction
40 Howard Ave.
Cranston, RI 02920

401-426-1000
401-462-0382
http://www.doc.ri.gov/contact/index.php

South Carolina Department of Corrections
4444 Broad River Road
Columbia, SC 29210

803-896-1772

http://www.doc.sc.qov/

South Dakota Department of Corrections
South Dakota Department of Correctig

3200 East Highway 34, c/o 500 East Capitol
Ave.

Pierre, SD 57501

Phone: (605) 773-3478

(605) 773-3478
ns
http://doc.sd.gov/contact/

Tennessee Department of Correction
Rachel Jackson Building, Sixth Floor
320 Sixth Avenue North

Nashville, Tennessee 37243-0465

615-741-1000

http://www.state.tn.us/correction/contact.htm

Texas Department of Criminal Justice
901 Normal Park Drive,

Suite 209

Huntsville, TX 77320

Austin 512-463-9988
Huntsville 936-295-6371
http://www.tdcj.state.tx.us/list-contact.htm

Utah Department of Corrections
14717 S. Minuteman Dr.
Draper, UT 84020

801-545-5500

http://bit.ly/LzZTYw

Vermont Department of Corrections
103 South Main Street

Waterbury, VT 05671-1001

Phone: (802) 241-2276

802-241-2276

http://www.doc.state.vt.us/about/contact-us

Washington State Department of Correction
Post Office Box 41100,

Mail Stop 41100

Olympia, Washington 98504-1100

7345 Linderson Way SW

Tumwater, WA 98501-6504

(360) 725-8213

http://www.doc.wa.gov/contact.asp




West Virginia Department of Corrections
112 California Ave

Bldg. 4, Room 300

Charleston, WV 25305

304-558-2036

http://www.ojp.usdoj.gov/reentry/welcome.ht
I

Wisconsin Department of Corrections
3099 East Washington Avenue

Post Office Box 7925

Madison, Wisconsin

53707-7925

608-240-5000

http://www.wi-doc.com/

Wyoming Department of Corrections
1934 Wyott Drive, Suite 100
Cheyenne, WY 82002

307-777-7208

http://doc.state.wy.us/doc/contact.html

Puerto Rico Department of Corrections

Rehabilitation
P.O. Box 71308
San Juan, PR 00936

~

[e

1{@87)273-6464

http://bit.ly/ZzZGx

District of Columbia
1923 Vermont Avenue, NW, Room 203 N
Washington, DC 20001

(202) 673-7316
(202) 671-2043 fax
http://doc.dc.gov/doc/site/default.asp




