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Remodeling for Real Estate Agents
1) Contractor Basics
a) Trade Contractors

i) Levels of Tradesman- A Tradesman typically begins as an apprentice, working for and learning from a Master.  After a number of years a Tradesman is released from his/her Master's service as a Journeyman. After a Journeyman has proven himself to his trade's guild (most guilds are now known by different names), he may settle down as a Master and work for himself, eventually taking on his own apprentices.  Some types of trade work must be performed by a Journeyman or Master.

ii) Electrical- An Electrician is a Tradesman specializing in electrical wiring of buildings, stationary machines and related equipment. Electricians may be employed in the installation of new electrical components or the maintenance and repair of existing electrical infrastructure.  Electricians are skilled tradesman who require license to perform most electrical work in the state of Virginia.  
iii) Plumbing- A Plumber is a Tradesperson who specializes in installing and maintaining systems used for potable (drinking) water, sewage, and drainage in plumbing systems. Plumbers are skilled Tradesman which require a license to perform most plumbing work in the state of Virginia.  
iv) HVAC- An HVAC Technician is a Tradesperson who installs, maintains and repairs heating, ventilating, air conditioning and steam distribution equipment and systems.  HVAC Technicians are skilled Tradesman who require licensing to perform installation and maintenance of heating, ventilating, air conditioning and steam distribution equipment and systems work in the state of Virginia.  
v) Gas Fitting- Gas Fitting refers to the installation or maintenance of piping which conveys gas from the gas main to the gas fixtures of a building.  In the state of Virginia, a special license must be attained for this type of work.  Some Plumbers or HVAC Technicians will also hold this license.  In the state of Virginia, work performed on gas systems by unlicensed individuals may be considered a misdemeanor. 
b) General Contractors

i) Class “C”- A Class C Contractor works on single contracts for $1,000 or more but less than $7,500 or contracts totaling less than $150,000 over a one-year period.
ii) Class “B”- A Class B Contractor works on single contracts for $7,500 or more but less than $70,000 or contracts totaling $150,000 or more but less than $500,000 over a one-year period.
iii) Class “A”- A Class A Contractor works on single contracts for $70,000 or more or contracts totaling $500,000 or more over a one-year period (company must have a net worth of at least $45,000).
c) How to qualify a Contractor

i) Is the Contractor properly licensed?

(1) Check license level, specialty and status: http://www.dpor.virginia.gov/regulantlookup/
(2) Does the Contractor have the appropriate license level for the contract amount?

(3) Does the Contractor have the appropriate trade licensing for the project?

ii) Is the Contractor properly insured?

(1) General Liability Insurance - Insurance policy that covers claims arising from an insured's liability due to damage or injury (caused by negligence or acts of omission) during performance of his or her duties or business.

(2) Workers Compensation Insurance - Policy purchased by a firm to cover workers compensation costs. The premium rate varies according to the nature of employees' work and is based on the employer's payroll. It is also called Workmen's Compensation Insurance.

iii) Is the Contractor a quality company?

(1) Personal referrals

(2) Internet ratings

(3) Testimonials
(4) References
2) Permits 
a) When a permit is required

i) Construction or demolition of a building or structure. 

ii) Installations or alterations involving 

(1) The removal or addition of any wall, partition or portion thereof, 

(2) Any structural component, 

(3) The repair or replacement of any required component of a fire or smoke rated assembly, 

(4) The alteration of any required means of egress system, 

(5) Water supply and distribution system, sanitary drainage system or vent system, 

(6) Electrical wiring, 

(7) Fire protection system, mechanical systems or fuel supply systems or 

(8) Any equipment regulated by the Virginia Construction Code. 

iii) For change of occupancy, application for a permit shall be made when a new certificate of occupancy is required. A new certificate of occupancy is required when the change of occupancy requires a greater degree of structural strength, fire protection, means of egress, ventilation or sanitation. 

iv) Movement of a lot line that increases the hazard to or decreases the level of safety of an existing building or structure in comparison to the building code under which such building or structure was constructed. 

v) Removal or disturbing of any asbestos containing materials during the construction or demolition of a building or structure, including additions. 
b) How to check if work done has been permitted -  Most County/City building offices will be able to look up recent permits and their status.
c) Warning signs of unpermitted work - The best way to identify unpermitted work is by checking with the County/City to verify proper permitting for areas that appear to have been remodeled after the home was built.  Some “Red Flags” include:

i)  Partially finished or unfinished remodeling work
ii) Lack of GFCI outlets in kitchens remodeled after 1987

iii) Lack of GFCI outlets in kitchens remodeled after 1975

iv) Poor quality workmanship, or anything that doesn’t look quite right

d) What happens if your buyers purchase a house with unpermitted work? Properties purchased with unpermitted work transfer the violations to the new owners, making them responsible for remedial work and proper permitting.  This may involve partial or complete demolition of unpermitted areas, exploratory work to verify that unpermitted scope is up to code, fines and even condemnation of structures.
3) Estimating construction costs 
a) Paint
b) Carpet
c) Tile

d) Hardwood

4) Estimating project costs 
a) Kitchen remodel

b) Full bath remodel

c) Half bath remodel

d) Basement finish

5) Determining Return on Investment (ROI) for remodeling a listing (20 minutes)
a) Prepare a CMA to determine “AS- IS” price for subject property

b) Identify areas that are in worse condition than the target comps at the intended price range

c) Use “Renovation Cheat Sheet” to determine rough cost to update areas

d) Perform another CMA based on the after repair value (ARV) of the subject property

e) Evaluate the proposed renovations with the following formula: 

(ARV) - (AS-IS Price) – (Renovation Cost) = Net ROI

f) If Net ROI is a positive number, advise clients to get hard estimate for renovations

