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Praise for
Buy, Rehab, Rent, Refinance, Repeat

“I am simply blown away by the way David takes something as intimidating and
complex as scaling a real estate portfolio and simplifies it to the point anyone
can do it. Buy, Rehab, Rent, Refinance, Repeat is a true gem and guaranteed to
make you a better investor and a wealthier individual.”

—Hal Elrod, international bestselling author of The Miracle Morning

“David has committed himself to mastering real estate and it shows! This book

has everything you’ll need to become a black belt real estate investor and build

wealth like the pros. From A-Z (or B-R), David covers just what you’ll need to
execute like a master and build wealth.”

—David Osborn, New York Times

bestselling author of Wealth Can’t Wait

“This book is what we’ve all been waiting for! David clearly breaks down each

step of the process, with clear details and a meat-and-potatoes approach to

sharing exactly how to excel at each step of the process. Mastering BRRRR
really WILL help you master real estate—and this book will show you how.”

—Pat Hiban, New York Times bestselling author

and host of the Real Estate Rockstars podcast

“The only thing wrong with this book is that it wasn’t written sooner! This
BiggerPockets classic covers every single step in the process. Best of all, the
principles are universal and can be applied to all types of real estate, from a
single-family house to a 100-unit apartment complex, and everything in between.
The BRRRR strategy as detailed in David’s book is an absolute must-have tool
for any successful real estate investor!”
—Andrew Cushman, real estate investor
and blogger on BiggerPockets.com

“David follows up his success with Long-Distance Real Estate Investing with
another heavy hitter! David’s first book helps you choose your market, and this
one shows you what to do once you’ve got it. The whole process is covered, with
fantastic advice for how to master each step and become a true real estate black
belt. If you want a guide for how to build a real estate investing business, you
need this book.”

—Rock Thomas, Founder and CEO of March to a Million
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Owning real estate has the ability to change lives. When my parents bought their
first home around 1985 in Manteca, California, they paid around $60,000. That
house is now worth about $375,000. Had they rented it out, the tenants would
have paid off the entire mortgage for them during the time they’d owned it. At a
10 percent down payment, my parents would have turned $6,000 or so into
$375,000—all while letting the tenants create the wealth for them.

Had they applied the cash flow from rent payments toward the loan
principal, the loan mortgage would probably have been paid off twice. Had they
reinvested that second mortgage amount into real estate, they could have started
this same process over with about four new houses.

Imagine the financial power that comes from owning a large portfolio of
cash-producing rental property that appreciates in value while the tenants pay
your loan down for you. Imagine using someone else’s money to fund this
portfolio, then taking the wealth you’ve created and spending those same dollars
over and over to buy new properties. With each new property you start a new
wealth-building cycle, increase your efficiency and effectiveness, and create
equity to fund your next purchase. Soon you end up with a powerful wave,
carrying you to financial freedom.

This book is about how to create that wave, which can be easily leveraged,
and builds wealth in several different ways. Owning real estate for a significant
period of time is virtually guaranteed to build you wealth. Cash flowing assets
have the ability to carry you to great heights that you couldn’t have achieved
through working a traditional job.

Real estate also has the ability to completely destroy you, your wealth, and
your plans for a better future. Rarely do we see a source of power that is all good
or all bad. In most cases, power helps or hurts depending on how it’s used or the
ability of the one who’s using it. But those who want the big reward have to also
take the big risk. Success isn’t found in avoiding anything that could go wrong.
It’s found in harnessing your strengths to make them work for you and creating
systems that mitigate risk and enhance efficiency.

So how do we learn to harness power? The process of developing or
harnessing power that will propel you to achieve great things, including financial
freedom, is called mastery. Mastery is the process that allows you to harness the
same power that can destroy you, force it to help you, and unlock your own true
potential. Whether it’s riding a bike, surfing a wave, or learning a martial art,
mastery is the process of harnessing and controlling a great power to make it
work for you, not against you.

In my book Long-Distance Real Estate Investing: How to Buy, Rehab, and
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Manage Out-of-State Rental Properties, 1 tackled the controversial topic of
buying rental property in “someone else’s backyard.” In the book, I took a
contested subject (the ability to build wealth by buying in any market) and
showed people how they could use it to build their wealth while avoiding losing
money.

I challenged the conventional thinking that long-distance investing was risky
“just because.” I helped expose that the logic that led to the advice “only invest
in your own backyard” was well-intentioned but outdated in today’s technology-
driven world. I showed people how it’s unwise only to focus on what can go
wrong. They also need to consider what can go right! I detailed the systems I use
to grow my own wealth through real estate. These systems are the process I used
to harness the power, to ride the wave that led me to the result I wanted.

This book is intended to serve a similar purpose, but on a different topic. I
want everyone to see that while anyone can buy real estate and benefit from its
power to grow wealth, there is a way to do it that is the best. The BRRRR
method will teach you how to become a black belt real estate investor and get
the most out of your capital, time, effort, energy, and resources. Mastering
BRRRR is mastering real estate. BRRRR is an acronym that stands for Buy,
Rehab, Rent, Refinance, Repeat. It is a way of describing the order of buying a
rental property and then pulling your capital back out in the most efficient way
possible. In this book, I’m going to cover how to master each of the five steps of
the BRRRR process, and in the process, how to come closer to mastering the
power of real estate.

For too long, people have focused on not losing money. This has led to
inaction, excuses, lost time, and lost opportunity to build wealth. Now, I’ll be the
first to tell you the power of real estate can work against you, and you need to
understand how to protect your capital. But that is only half the game. This book
is going to teach you the other half of the game—how to master real estate
investing and let the power of that wave carry you to massive financial
prosperity through practical advice and practical philosophy.

My goal is not just to teach you to grow your wealth at a consistent rate. I
want to show you how to do it at an exponential rate. I do this by showing you
not only how to find success at each element of the BRRRR process, but also
how you can use success in one area to help you in the others. This creates
exponentially increasing returns, a wave that develops momentum and becomes
more powerful the longer it propels.

I commend you for being committed to this process and showing that
commitment by purchasing this book. I’'m excited to share with you not only
what BRRRR is, but also why the very best do it, and just how it will reward you
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for doing real estate the right way. Unlike flipping houses, the BRRRR model
will enable you to take advantage of all the benefits of buying houses cheaply,
without the headaches or expenses associated with a quick sale. When you use
the BRRRR model correctly, you begin building a foundation that will later
become a skyscraper-sized portfolio of properties.

Many people will tell you what not to do. That’s easy. This book is going to
tell you what to do, how to do it, and why! You’ll find this book is broken into
seven parts, with one part for each of the five phases of BRRRR and one part for
digging deeper into the mastery of BRRRR. By the time you’re done reading
this, you should have a better understanding not only of the most efficient way to
structure your investments, but also of how to master each phase of the
investment cycle.

My Story

If I'm going to be sharing why I believe you should be utilizing the BRRRR
method, I feel I owe it to you to explain a little about myself and my background
so you can understand how it worked for me.

I am a police officer. I've worked this blue-collar job for the last ten years.
When I realized how real estate could build my wealth, I became obsessed with
buying as much of it as I could. Because I did not come from a wealthy family or
understand the process of raising money, my only option was to make as much
money at my job as I could and save as much of that as possible.

How did that look for me? I worked about 90 hours a week for several years,
slept in my car several times a week, gained a ton of weight, became very
unhealthy, and sacrificed my social life, all at the altar of real estate investing.

While I paid a heavy price (pardon the weight gain joke) this allowed me to
save enough money to put down payments and cover the rehab costs on two to
three properties a year. These properties became the foundation of my real estate
investing and eventually led to where I am now. As grateful as I am to have
them, there is no way I could continue that process forever. I barely made it
through the five years I did it!

The good news is, I went from buying two houses a year in the beginning of
2017 to two a month today. I didn’t find a way to make more money. I didn’t
utilize shady or “creative strategies.” I didn’t inherit anything. All I did was find
a way to use the money I was making more efficiently. I finally figured out it
shouldn’t only be me working so hard—my money should be, too.

Had I read a book like this back then, I have zero doubt I would now own at
least 20 to 30 houses more than I do right now. Part of me kicks myself for being
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so stuck in my ways, but another part of me knows it’s that frustration at doing
things the wrong way that drove me to write this book—so I can help other
people avoid my mistakes. The good news for you is you don’t have to take the
hard road I did for so long. I’'m going to show you the shortcut.

Fast forward nine years from when I bought my first property, and I’m
rolling along nicely now. Learning to BRRRR at a high level is what allowed me
to master all the other aspects of real estate investing that are involved in the
BRRRR process. By winning at all five levels, I get the very most out of my
deals, my capital, and my opportunities. Each of these “wins” compounds
themselves, increasing my likelihood to win even bigger on the next deal.

Now that I’ve figured out the BRRRR method, it’s become the only way I
buy property. What I learned mastering BRRRR opened the door for me to
become a top-producing real estate agent. (Success often opens doors you never
knew were there—one more reason we should pursue mastery.) In my first year
of full-time sales, I won the rookie of the year award for my Keller Williams
office, ended as the top selling agent, built a team of full-time staff, was featured
on several podcasts, wrote my first book, and was featured on HGTV’s House
Hunters. Not a bad year!

What I’m trying to say is, pursuing the mastery of real estate investing
created countless exciting opportunities for me, and I have no doubt it can do the
same for you. The effort you put into learning real estate investing will pay you
dividends in the end, and furthering education is one of the best investments you
can ever make!

How BRRRR Supercharged My Success
Once I learned BRRRR and started buying more houses, agents started sending
me the best deals first. My contractors gave me better pricing and more attention
when I took on more rehabs. When my portfolio grew, property managers started
giving me better pricing as well. As my volume increased, every aspect of real
estate investing got easier. Real estate investing, while challenging at first, had
become progressively easier with each deal and each new relationship I formed.

When someone starts buying houses (or doing anything, really) they aren’t
very efficient at it. Frankly, they usually suck. At least I do. That’s why
experienced investors often give advice to newbies that if they really want to
learn, they need to find an easy property to get into the market with and buy
something. Even if you don’t make any money on your first deal, the education
itself is priceless!

That’s how life works. The first time we do anything, it sucks. The first time
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we ski, drive, try to read, lift weights, go running, start a new job, whatever it is,
we aren’t going to be very good at it. Success comes through repeating a process
over and over until our brains figure it out—usually by spotting patterns of
things that worked and things that did not, and remembering them.

One of the most devastating things I see in real estate is when someone pays
the price up front to learn real estate investing, and right when they finally start
to get good at it, and are ready to make money, they run out of capital and are
stuck. It’s like putting in all the time in the gym to build up a base, then quitting
before the big race.

Can you imagine? It sucks! I want to teach you how to avoid that. There is a
better way to invest in real estate than a big down payment and paying a
contractor to make your property barely livable. Learning and mastering this
process will make sure you never run out of capital, never stop getting better,
and are not limited by the hours in the week you have to work as I was for so
long.

Those who have mastered something can get superior results with much less
effort. The less effort something takes, the more fun it is, and the more you can
accomplish in other parts of your life. We don’t want to spend our whole lives
working to learn and succeed at real estate investing. By committing to mastery
now, you give your future self an opportunity to actually enjoy the wealth you’ll
be building by taking action today.
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CHAPTER ONE
Getting to Know the BRRRR Method

Many people take no care of their money till they come nearly to the
end of it, and others do just the same with their time.
—JOHANN WOLFGANG VON GOETHE

Why BRRRR Is Better Than Traditional Financing

At its most basic understanding, BRRRR is the best way to buy a property if
your goal is to own more than one or two. It allows you to recover the largest
amount of your capital out of the project as possible. This will help you for
myriad reasons we will cover in the book.

The BRRRR method is an alternative to the traditional method of buying a
property. When I refer to the traditional method, I am defining it as putting down
a large down payment, then spending the minimal amount of money necessary to
get the place rent-ready. This is the formula most investors have been following
for decades. It requires the least amount of thought, effort, and foresight, and is
therefore the easiest. However, what is easiest isn’t always what’s best.

Before we go any further, I’ll explain the process of buying a home in the
traditional sense, then compare that to how the BRRRR model works. Once you
have a firm grasp of the two, it will make more sense why the traditional model
isn’t the most effective way to buy real estate.

The Traditional Method Explained
The majority of real estate is bought using someone else’s money. This is
usually a bank, mortgage broker, or some other lending institution. While the
majority of home buyers in America are purchasing for the purpose of living in
the property themselves, most investors take advantage of the opportunity to use
someone else’s money, too.

In the traditional method, financing is the first step of the whole process. The
home buyer gets approved for a loan, uses it to buy the property, then fixes it up
and rents it out. The investor puts capital in when they buy (the down payment)
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and capital in when they rehab (what you pay the contractor to get it ready to
rent out). Then they are done. The amount the bank allows the home buyer to
borrow is based on the value of the property before any improvements are made.

If the investor did well, the home is now worth more than they paid for it,
they are receiving a good return on investment (ROI), and they have a sizeable
amount of equity in the property. In the traditional model, this would be
considered a success, and for many years, the majority of investors stopped here.

Once the property is stabilized and rented, the investor would start saving
money to buy their next property and repeat the process. This model is simple
and usually requires less work. It is with this exact process I bought every one of
my rentals from 2009 to 2016. It wasn’t the best way to buy real estate, but it
was all I knew.

The problem with this method is that while I’'m adding value and creating
equity through purchasing real estate, the majority of that value stays in the
property. While that looks nice on a spreadsheet, there is one major problem
with this—I can’t use that money to buy more property. The single, most
important act a real estate investor can do to grow their wealth is to add value to
a property—be it through purchasing below market value or adding value
through a rehab.

The problem with the traditional model is you leave so much equity in the
deal when you are done that you can’t access this capital to buy the next
property, and the next property is where you always make the most money! It is
through the acquisition of real estate at great prices that we create wealth, and
holding that property for long periods of time that we build wealth. It is very
difficult to do this when all your wealth is stuck in the last property you bought!

The BRRRR Method

So if we need money to make money, but our money gets left in the property we
just bought, how do we solve this dilemma? Enter the BRRRR method. The
BRRRR method works the same as the traditional method, but in a different
order. That one small difference leads to a radically different result.

When an investor utilizes the BRRRR method, they start off by paying cash
for the property, rather than financing it. I know for many people this can seem
weird, but bear with me. There are many ways to get that cash, and many other
advantages to paying cash that I will discuss later. For now, just make sure you
note that money is put into the project in step one: buying the property.

Next, the investor manages the rehab portion. More money is put into the
project. In real estate, investors can add value to their property in two ways.
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1. They pay less than what it’s worth, “buying” equity.
2. They increase the value by improving the property’s condition, “forcing
appreciation” or “building” equity through the rehab process.

It’s important to note, in the BRRRR method, these are the first two things
the investor does. With BRRRR you are adding value before you are financing
anything.

After the rehab portion, the investor puts the property up for rent and
immediately starts collecting cash flow. This cash flow is higher than in the
traditional method in the beginning because there is not yet a mortgage on the
property.

Once the property is bought, rehabbed, and rented out, then the investor
refinances it. The amount financed is based on the value of the property after it
has been fixed up (when it’s higher). This differs from the traditional model
where the amount financed is based on the value of the property before it is fixed
up (when it’s lower). This is the key fact that makes BRRRR so cost-effective.
When the bank is evaluating the property to give you a loan, it’s valuing a
property that’s fixed up and worth more with the BRRRR method. With the
traditional method, the bank is evaluating the property before it’s been fixed up,
making it worth less.

Because so many houses are bought with financing, many people just assume
you can only get a loan to buy a house, but that’s not true. In Part Five: The
Refinance Process of this book, we will talk about how lenders give loans. For
now, just understand a loan can be secured by an asset at any time, not just upon
purchase.

What’s important to understand at this point is that ultimately, the BRRRR
method gets you more of your capital out of your project because of the order in
which you conduct the various stages of buying a rental. In the traditional
method, you finance it first. In the BRRRR method, you finance it last. This one
seemingly insignificant difference in the order in which you finance your
property is the difference between someone like me buying two houses a year or
buying 24 houses a year. It’s insanely impactful.

Small hinges swing big doors, and BRRRR is the ultimate small hinge.

How BRRRR Increases Your ROI

The best investors use the BRRRR method for several reasons. One of the
biggest is the fact it increases your ROI significantly. Increasing your ROI
makes your money work more efficiently for you, and working efficiently is
what BRRRR is all about.
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I’m going to explain to you just how BRRRR accomplishes this, but before I
do, I’'m going to explain what ROI is and how it’s calculated.

ROI Defined

ROI is a metric used to describe how an investment performs. It is one of the
simplest ways to compare investments, and it’s used across all investment
vehicles, not just real estate.

ROI is the percent of your total investment you can expect to receive in a
year. If your ROI is 5 percent, you could expect to receive 5 percent of your
investment back in a 12-month period. That means if you invested $10,000, you
could expect to receive a $500 return.

ROI is one of the first metrics you need to understand in your journey of
mastering finance. It is incredibly useful—and universal—because it’s a
language spoken by pretty much every businessperson. If you put money in a
bank CD (certificate of deposit) at a 5 percent return, 5 percent would be your
ROIL. If you lend someone money at an 8 percent return, 8 percent would be your
ROL.

When applying ROI to real estate investing, we typically are only referring
to cash flow when discussing ROI. This is an important distinction because real
estate is a unique investment that makes its owners money in several ways, such
as appreciation, cash flow, paying down debt, etc. Note that when we talk about
ROI, we are only talking about the cash flow portion of your profit, nothing else.
Because it’s specific to cash flow, ROI in real estate is also referred to as a “cash
on cash” return.

The formula for calculating ROI is very simple. You take your yearly profit
and divide it by the amount of money you’ve invested. We call this amount of
money you’ve invested your “basis” because it is often made up of more than
one source of capital. With investing, we spend money on the down payment,
closing costs, rehab costs, holding costs, etc. The accumulation of all these
expenses added up is your basis.

In order to calculate your ROI, you would take your monthly cash flow and
multiply it by 12 (because there are 12 months in a year). Then divide that
number by your basis and boom! You’ve got your ROI.

Example:
You have a property in which you’ve invested $50,000 of capital.
The property cash-flows $400 a month after expenses.

$400 x (12) = $4,800
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$4,800 / $50,000 = 9.6%

Your ROI is 9.6 percent, meaning you would earn back 9.6 percent of your
investment basis each year.

How to Increase Your ROI
Every good financial planner or businessperson is interested in increasing their
ROI. Because there are two numbers included in the formula for ROI (yearly
profit and investment basis), there are two methods to increase your ROI.

1. You can increase your profit

2. You can decrease your basis

Pretty simple right? Understanding these formulas makes real estate seem
much more manageable.

There are several ways to increase your profit. The most basic way is to earn
more (raise rent) or spend less (decreases expenses). Entire books have been
written on these methods and it’s important you understand them. Good
investors know techniques to earn more money and spend less on their
properties.

In Part Three: The Rehab Process of this book, I’'m going to discuss some
ways we can do this using the BRRRR method. However, trying to increase cash
flow is a difficult proposition. Rents only go up so fast, and if you try to increase
them beyond what the market can withstand you’ll end up with vacancy and less
rent. Expenses can only be dropped so much, and trying to decrease them
beyond a reasonable level can leave you with less than ideal talent helping you
accomplish your goals and run your property.

Once 1 realized this, I started looking for ways to decrease my basis as
opposed to just increasing my profit. I found that to be much easier, and that’s
when I started using BRRRR the most.

The reason this worked so well is your cash flow tends to increase as rents
increase. Rents only increase so fast, and sometimes not at all. This creates a
restraint on your ability to pump up the profit portion of the formula and takes
control away from your ability to impact your investment.

Decreasing your basis is much different. You have much, much more control
over this portion of the process. BRRRR works so well because it allows you to
reduce the basis by using a few simple techniques and restructuring the order in
which you finance the property.

And in case you were wondering, decreasing the basis can have a BIG
impact on your ROL.
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Consider this: if you use the BRRRR method instead of the traditional
method, and are able to decrease your basis from $50,000 to $20,000 (by
borrowing the $30,000 difference), your cash flow would decrease by about
$150 a month at today’s interest rates.

However, your total ROI would significantly increase.

Example:
$250 (new cash flow) x 12 = $3,000
$3,000 / $20,000 (new basis) = 15%

Your new ROI is 15 percent, up from 9.6 percent. That is a 61 percent
increase in ROI by simply doing nothing but borrowing more money against
your investment because you switched up the order in which you financed it.

Now, this is actually a much less dramatic sample than some of the deals I do
myself. I used it to prove a point that even on a deal that isn’t a killer, BRRRR
can increase your ROI massively just because lowering your basis is more
impactful than increasing your cash flow.

Many new investors fail to grasp this and assume they can only increase their
ROI slowly, year after year, as rents tick upward. Experienced investors look for
ways in which they can take more control over their investments to make them
perform better.

BRRRR Gets the Most Out of Your Capital

Increasing your ROI is good, but it’s really only one of many ways BRRRR
makes you a better investor. In my opinion, an even better benefit of BRRRR is
the fact it allows you to make your capital work harder for you, not just your
ROL.

As an investor, the amount of capital you have available to you is extremely
important. To me, it was worth working 90-hour weeks! Without capital, you
can’t buy deals. If you can’t buy deals, you can’t add equity to your net worth.
You can’t add cash flow to your passive income. You can’t get repetitions in
buying, rehabbing, and managing property—hurting your ability to improve.
Without capital, you can’t invest in other people’s deals. You can’t make loans.
You can’t flip houses. Really, you can’t do much but read and talk.

Ensuring you have capital available to continue investing is of utmost
importance. You can be the smartest investor in the world but if you don’t have
any capital to put into play, you aren’t making any more money than the worst
investor. While many believe in putting as much down on a property as possible
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(to increase cash flow by lowering the mortgage), this is a too-simple way to
look at investing that doesn’t consider enough of the facts.

By borrowing an extra $30,000, we lose $150 in cash flow (at least initially,
although some of that $150 is going toward the principal and isn’t really “lost™).
But what we’ve gained is the ability to reinvest that money for more cash flow
than we lost by borrowing it. If we make sure the ROI we make on our money is
higher than the interest rate we are paying to borrow the money, we come out on
top.

For example, let’s say we invest that $30,000 at the same return we received
in the last deal (15 percent). A 15 percent return on $30,000 would be $375 a
month.

$30,000 x .15 = $4,500
$4,500 / 12 (# of months in a year) = $375

Compare that to the $150 we lost to borrow it. That’s a difference of $225 in
our bank account every single month.

Would you rather have $375 (plus another property, plus the equity you’ve
added to it, plus the opportunity to raise rents in the future, plus the mortgage
pay down from your tenant, plus the future appreciation of the property) or
$150?

In other words, why wouldn’t you want to borrow money at a 4-5 percent
interest rate (from the bank) when you can invest it at 15 percent, plus get all the
other perks of owning investment property? Thinking from a perspective that
only considers losing cash flow by borrowing more money against a property is
incredibly shortsighted.

This example I’'m providing is pretty modest. I often hit returns of over 70
percent on the houses I BRRRR, and that is on the bad ones. It’s not a gimmick,
it’s all in the math. As you continue to read, you’ll see exactly how you can do
the same thing.

A 70 percent ROI isn’t a bad consolation prize on a property you miss on.
BRRRR allows you to make much better use of your capital than the traditional
method. Once you see more examples of how this works in real life, and you
realize how it allows you to capitalize on the power of the wave that real estate
investing creates, I’'m convinced you too will never invest any other way again.

BRRRR Increases the Velocity of Your Money
Velocity of money is a cool term used to describe how many times you can make
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