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DISCLOSURE

These documents and information contained herein are designed to provide accurate
and authoritative information with regard to the subject matter being covered. Itis given
with the understanding that the authors and distributors are not engaged in providing
legal, accounting, real estate or other professional advice.

If legal advice or other expert or professional assistance is required, the services of a
competent professional person licensed in your area should be sought.
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WHAT IS COMPING?

"Comping”,short for Comparables, is the

process of finding Comps when analyzing a
potential investment property. Comps are
recently sold properties which are similar
to your target potential investment
property. Finding Comps helps you
determine the current value of your target
investment property and the After Repair
Value (ARV), or resale price, of your target
potential investment property.

WHY IS COMPING SO IMPORTANT?
WHAT HAPPENS IF I GET IT WRONG?

Comping a property is a critical part of the
analysis phase of a deal. Finding good
comparables ultimately helps you deter-
mine the Maximum Allowable Offer (MAO)
you can make on a potential investment
property, along with what you think you can
sell the property for.

THIS OFFER WILL BE BASED ON
THINGS LIKE:

1) The amount of repairs a property needs
2) How much is owed on the property

3) ARV - What you think you will be able to
sell it for, based on current comparables

If you get the comparables part wrong, you
will probably get the ARV wrong, which
could have a big impact on your profit
margins.

If your ARV is too high, your property will
likely sit on the market for an extended
period of time, before you end up dropping
the price for it to sell. This will incur
additional holding costs that you may not
have planned for, which will cause a
decrease in your profit once the deal is
closed.

If your ARV is too low, you may price your
property too low. A low price means it will



https://blog.realeflow.com/what-are-comps
https://blog.realeflow.com/what-is-arv-and-how-to-calculate

sell very fast, although it may also mean that
you left money sitting on the table.

Pulling the wrong comps and miscalculat-
ing ARVs and offers could also hinder your
ability to find private lenders willing to lend
on your deals.

While financing deals using private lenders
is typically preferred over bank financing,
you may be hard pressed to find private
lenders who want to do business with you
if you have a habit of miscalculating offers,
ARVs, and profit margins.

Private lenders aren’t going to do a credit
check on you, but they are going to do their
homework when lending on a property. If
you cash them out and they make a good
return on their investment, they will likely
continue to lend on your deals. But if you
significantly underdeliver based on bad
comps and calculations, they will probably
choose to take their money elsewhere.

WHERE DO | LOOK FOR COMPS?

There are several places you can look to
identify comparable properties for your
potential investment deal. Each has its own
strengths and weaknesses.

The main three are:
¢ Public Data
® The Multiple Listing Service (MLS)
* Realeflow
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PUBLIC DATA

Public Data is a free and easy way to get
comparables for individual properties (but keep in
mind - this process isn't scalable).

The primary way to access and use public
data is through property portal sites like
Zillow or Redfin. These sites collect public
property information from counties across
the U.S. as well as Multiple Listing Services
to provide a website that allows you to see
all the properties in a geographic area. You
can then filter down to find properties that
more closely match the subject property
that you are evaluating.

Although these sites are very convenient,
their ARV estimates can be dramatically dif-
ferent and data can be out of date. It's hard
to accurately determine a property’s true
ARV using these types of sites, but they can
provide a good starting point.

THE MULTIPLE LISTING SERVICE
[MLS)

The MLS is a database of properties that
are listed for sale, are pending sale, or have
been recently sold through a real estate
agent.

The data provided on the MLS is also the
most accurate, up to date information avail-
able on currently listed, pending, and sold
properties in the country.

© 2023 Realeflow




To be able to access the MLS, you must be
a licensed real estate agent, working with
a Broker. If you are not currently a licensed
agent, then you have to either:

A) Spend the time and money to get
licensed and find a broker to affiliate
with OR ...

B) Find an investor-friendly real estate
agent who has access to the MLS and is
interested in working with you.

If you're not licensed, then an
investor-friendly real estate agent is the
most traditional way of getting accurate
comps for your potential investment
properties. This works by reaching out to a
real estate agent and providing them with
the basic information about the property
you are evaluating. Typically you can expect
them to get back to you within 24-48 hours
with a report on comps in the area as well as
what they believe the ARV to be.

4

If you're not a licensed agent and don't
have access to the MLS, then this is the most
accurate way to pull comps, as real estate
agents are experts in your individual market
and have access to the MLS.

The main disadvantage here is the
timeliness of the response from the agent
that you're working with. Pulling your
comparables may not be at the top of their
list amidst listing properties for sale and
showing homes to potential buyers.

When making offers on properties, speed is
key. If it's a good deal, typically the first one
to put a good offer in, wins, so you don't
want to be waiting around for someone else
to deliver the information that you need to
make an informed buying decision.

Also, as you use a real estate agent more
and more for comps, there could be some
expectation that you will use them as the
listing agent on the resale of the property.




REALEFLOW

Realeflow is real estate investing software
that provides real estate investors access to
MLS listing data across the country. Data
provided includes Active, Pending, and
recently Sold property listings.

One of the main advantages to using a
service like Realeflow is the access to MLS
listing data without the need for a real es-
tate agent to be involved or to be licensed
yourself.

This puts the ability to pull comparables for
your deals back in your hands.

You also have the advantage of the
additional search criteria, interactive map,
automatic comparable average, and
enhanced comparable reports that the
software provides in conjunction with the
data that's available for comping.

In addition to a robust Comping Engine,
Realeflow also provides valuable tools |ike
the Repair Estimatorl and Deal Analyzer that
help you determine if a property will
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be profitable once you've calculated
your property’s After Repair Value.

The disadvantage of using a tool like this

is if you don't know what to look for when
comping a property, you could estimate the
wrong ARV from the MLS data. That's why
it's important to have an understanding of
how to comp a property and what real es-
tate agents look for when pulling comps.

WHAT T0 LOOK FOR WHEN

COMPING A PROPERTY?

When you comp a property you are looking
for 3 or 4 recently sold properties that are
similar to the subject property that you're
researching. These properties should be
similar on a range of different attributes.
Here are a few things to look for:

SALES DATA

When looking at recently sold properties
you want to find properties that are
traditional retail sales and not
non-traditional sales like real estate owned
(REO) properties or estate sales. These
types of sold properties are the best gauge
of what a true retail buyer is looking for.

You should also only go back 3-6 months
when looking at recently sold properties. If
you're in a highly populated area, that will
give you plenty of data. If you're in a
smaller or more rural market that does not
have a lot of recently sold properties, you
may need to go back a few more months
than that. You should keep your

© 2023 Realeflow
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comparable properties within a 1 year time
frame, at most, because, again, you are
looking for the best gauge of the current
market. Depending on the area, prices can
fluctuate yearly.

NEIGHBORHOOD / DISTANCE

When looking at properties you want to
find properties that are in the same
neighborhood or close to it.

Start your radius at a .25 - .5 mile radius
around the property you're evaluating and,
if necessary, go out as far as 1 mile if it's a
more rural or spread out area.

Also, make sure that you are looking in the
same city. Some neighborhoods can be one
city on one end of the neighborhood and
another city at the other end of the
neighborhood, or even across the street in
some instances.

City services and school districts can vary
based on the city and can dramatically
affect home values, so always be aware of
that.

SIZE OF PROPERTY

When looking at recently sold properties,
you want to find properties that are similar
in size to your subject property. Find
properties that are within +/- 10% of the
subject property’s size.

For example, if your subject property is
1,200 sq ft, you would be looking for
properties that are within 1,080 - 1,320 sq ft.

If you are adding square footage to the
subject property during the rehab phase of
the deal, make sure to take that into account
and look for properties that will match the
final square footage.




STYLE OF PROPERTY

When you are looking at recently sold
properties you want to find properties that
are the same style of home as the subject
property. For example, compare single story
to single story, slab foundation to slab
foundation, colonial to colonial.

Another major consideration is the number
of bedrooms and bathrooms.

Always make sure you're looking at homes
that are +/- 1 bedroom and bathroom of
the subject property. For example, if you are
looking at a 3 bedroom, 2 bathroom
property, you want to find properties that
are 2-4 bedroom and 1-3 bathroom. If
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you are in an area with a lot of inventory to
choose from, always choose the properties
that most closely resemble your subject
property. In this case, that would be a 3
bedroom, 2 bathroom house.

If you are adding on a bedroom or
bathroom during the rehab phase of the
deal, make sure to take that into account and
look for properties that will match the final
bedroom and bathroom count of your

property.

© 2023 Realeflow




YEAR BUILT

When you are looking at recently sold
properties you want to find properties that
are similar in age to the subject property.
There is no set scale, but a good rule of
thumb is as follows:

* L ook for homes built within the last
5 years for homes built within the last
5 years

® Look for homes built within +/- 5
years for homes built 5-15 years ago

® Look for homes built within +/- 10
years for homes built 15-20 years ago

e | ook for homes built within +/-15-20
years for homes built within 50+
years ago

SPECIAL CONSIDERATIONS

Finally, when you are looking at recently
sold properties you want to look out for a
few special considerations that could throw
off your ARV or, worse yet, leave you with a
property that is worth less than other similar
homes in the area.

The first consideration is to look at the
property’s proximity to high noise and traf-
fic areas like train tracks, schools, business
commercial districts, airports, or high traffic
roads. Any of these areas could affect the
value of a property by up to 5-10%,
depending on the market.

The second thing to look for are any
special features that may be missing from
your property that are frequently found in

other similar properties in the area. These
could be things like air conditioning,
fireplaces, swimming pools, off-street
parking, etc. If your property is lacking these
features and they are common in the area,
you will either have to add them to your
investment property during the rehab
phase or adjust your ARV and MAO to
accommodate not having them.

The third thing to consider is the actual
comparables that you choose. Do not pick
out the highest comparable properties in
the neighborhood. You always want to be
somewhere in the middle when
determining the ARV. If you pull the highest
ARV in the neighborhood, your property
could be at risk of sitting on the market
longer, which would raise your holding
costs and ultimately affect your profit. If you
choose the lowest price in the
neighborhood it will force your MAO lower
decreasing your odds of getting your offer
accepted. You could also be leaving money
on the table if you choose the lowest.

NINJA TIP:

You are trying to determine the price at
which your property will sell the fastest
while netting you a healthy profit. If you get
greedy, you can expect your property to sit
on the market longer, which will also affect
the speed at which you can turn over your
money, which is critical to being a
successful real estate investor. The faster
you turn a property the quicker you can
get another under contract with that same
money.




ONCE YOU'VE FOUND COMPS,

NOW WHAT?

At this point, you're going to choose 2 sets
of comps.

First, you will choose 3-4 lower comps,
which represent the current condition of
your subject property and support your
offer.

This is information that you will bring with
you to the negotiating table with sellers
and/or lenders if you are attempting to buy
a property by negotiating a short sale, for
example. Use these comps to justify your
offer by showing them what their house is
worth compared to other similar properties,
in similar condition, in the neighborhood.

You will also select 3-4 comparable
properties that you are confident represent
your subject property’s After Repair Value.
These comparables will help you determine
what you will sell the property for once you
have rehabbed it. This is information that
your private lender will want to see when
you are attempting to line up private funds.

NOW IT'S TIME TO PRINT OUT A
COMP REPORT.

Your report should have your subject
property at the top and the comparable
properties listed below, including the
following information:

e Address

® Proximity

® Property Type

e Year Built

e Total Square Footage
e Lot Square Footage
e # of Bedrooms

e # of Bathrooms

e Sale Date

e Sale Price

® Price per Square Foot
® Days on Market

See Appendix A for a sample of what this
looks like.

NINJA TIP:

When showing the comparable properties
to a seller asking market value for their
home, if the comparables in the area are
nicer and include photos you can show
those and contrast the condition of their
home to the comparables to help justify
your lower offer.

© 2023 Realeflow

12 - Comping Guide and Quick Reference Guide




APPENDIX A: SAMPLE COMP REPORT

Subject Property
Status Address City Proximity (mi) | Property Type|Yr Built | Total SF | Lot SF |# Beds |# Baths
n/a 1702 David Ave Cleveland [n/a Single Family 1966 1,530( 13,042 4 2

Comparable Real Estate Sales

Status Address City Proximity (mi) | Property Type|Yr Built | Total SF | Lot SF |# Beds |# Baths | Sale Date Sale Price |[PSF DOM

Sold Retail 1264 David Ave Cleveland 0.05|Single Family 1967 1,640 15,643 4 2 1/15/2021| $155,000 $95.00 65
Sold Retail 1734 Sycamore Ave |Cleveland 0.6|Single Family 1961 1,5683( 17,362 4 2 12/2/2022| $148,000( $94.00 86
Sold Retail 26433 Sagamore Cleveland 0.75|Single Family 1976 1,732( 14,753 4 25 3/25/2020| $161,000| $93.00( 123




COMPING QUICK REFERENCE GUIDE

Find 3 or 4 recently sold properties that are similar to the subject property that you're
researching. Here are the things to look for...

1. Sales Data
a. Look for property data that comes from MLS sources.
b. Look for homes sold within the last 3-6 months
c. Look for traditional retail sales, not foreclosures (REQ's), estate sales, etc.

2. Neighborhood/Distance
a. Look in the same neighborhood
b. Look outside the neighborhood if it's rural or comps aren't easily available.
c. Look for homes within a .25 to .5 mile radius around the subject property.

3. Size of Property
a. Look for homes that are within +/- 10% of the subject property square footage
b. If expanding the property, use the estimated final square footage

4. Style of Property
a. Look for properties that are the same style (i.e. ranch to ranch, split level to

split level.)
b. Look for properties that are +/- 1 bedroom and bathroom of your property
c. If adding bedrooms or bathrooms, use the final bedroom/bathroom count

5. Year Built
a. Look for homes built within the last 5 years for homes built within the last 5 years
b. Look for homes built within +/- 5 years for homes built 5-15 years ago
c. Look for homes built within +/- 10 years for homes built 15-20 years ago
d. Look for homes built within +/- 15-20 years for homes built 50+ years ago

6. Special Considerations
a.ls it near anything that might affect the value like railroad tracks, commercial
zones, or busy schools and roads? Adjust ARV by 5-10% if present.
b. Is it missing any special features common to the neighborhood like basements,
central air conditioning, fireplaces, pools, etc?
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PERSONAL NOTE FROM GREG

Comping is part science and part gut
instinct. The more you do it, the better you
will get at it.

In the meantime, network with local realtors
to get someone in your network that can
pull comps accurately for you, while you
learn. Once they provide you with a report,
try to come up with the same number they
did. There's nothing wrong with learning as
you go and asking plenty of questions!

Happy comping!

Greg
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