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The Mobile Home Park Investment Study Course
includes 24 hours’ worth of material that will teach you
how to BUY, SELL, OPERATE, AND TURNAROUND
any Mobile Home Park.

Current REIT Stock
Prices as of 05/31/12
Equity Lifestyle Properties (ELS)
65.86 up 0.34
PE Ratio – 199.58

UMH Properties Inc. (UMH)
10.13 down -0.18
PE Ratio – 59.59

Sun Communities Inc. (SUI)
41.21 up 0.71
800PE28820
Ratio – 824.20

PO Box 457, Cedaredge, CO 81413

THOUGHT FOR THE MONTH

www.mobilehomeparkstore.com
www.mhbay.com
www.mobilehomeuniversity.com

Nathan Bedford Forrest, the top confederate general in the Civil War,

E: mhpsfeedback@gmail.com
P: (800) 950-1364
F: (970) 856-4883

had a simple business plan. He thought that everything in life works
better if you “put on your bayonet and run, screaming, at the enemy”.
In other words, total focus and enthusiasm is your best path to victory
in everything from mobile home parks to washing your car. A half-hour
of fierce work is better than two hours of half-hearted pandering.
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HOW TO NEGOTIATE A MOBILE HOME PARK WITH PARK-OWNED HOMES IN IT
One of the great challenges in mobile home park acquisitions is dealing with parks that contain
large amounts of park-owned homes. Often, the difference between success and failure in these
parks is based on how well you can work around the vast gap between the seller’s valuations of
these units versus the reality of what they’re worth. Many parks contain a few park-owned homes –
maybe 5% of the total number of occupied lots – and in those parks the numbers are rarely large
enough to kill the deal. But in parks with vast amounts of park-owned homes – such as 20% to 50%+
-- the biggest part of the negotiating process are these homes.

What are these homes really worth?
Unlike cars, you cannot just whip your NADA guide to home values and have a good handle on the
value of a mobile home. Although NADA actually does produce such a reference tool, the values, in
our opinion, are erroneous – often wrong by 100% either up or down. That’s because mobile homes
are not really valued by the consumer based on make and model. A Mercedes and a Hyundai is the
same commodity if the shopper is just looking for a basic means to get from point A to point B,
and most mobile home park residents see the mobile home as basic shelter, nothing more. They
are not that worried about which manufacturer uses the best carpet, or cabinet hardware. So
when valuing a mobile home, the key item to consider is what basic shelter is worth. At its most
crude form, mobile homes have basically three different categories of value: 1) old 1960’s and
1970’s flat-roof and similar homes with tiny rooms – nothing more than shelter – are worth
between $1,000 to $4,000, based on condition 2) 1980’s round-roof and 1990’s early pitched-roof
homes with at least one big bedroom and a more pleasant floor-plan are worth between $5,000
and $15,000, based on condition and 3) 2000 and newer homes, with modern floor-plans and an
attractive appearance are worth $16,000 to $30,000, based on condition. This general rule of
thumb is hugely based on the market you are in. A mobile home in Los Angeles is worth up to ten
times more than a small town in Arkansas. But this will give you an initial guide to basic mobile
home values.

TIP ON HOW TO MARKET MOBILE
HOMES THIS SUMMER
When you are trying to sell or rent
mobile homes, the key place to advertise
is in the largest newspaper in that metro
area. Identify the park’s location in the
ad with the town in all caps. Don’t put
the ad in just the local small-town
newspaper, or Green Sheet, or Thrifty
Nickel – the readership is too low and
that’s not where home shoppers look.
Most everybody, when looking to buy or
rent a mobile home, goes to the
classifieds in the nearest large city. If you
skip this step, your call volume will be a
fraction of what it could be. Also, don’t
forget about Craigslist. It’s free and has a
large volume of traffic, too. Summer is
peak selling season for mobile homes –
don’t miss out on the sales rush!

Mobile homes must never be valued at the same cap rate as the mobile home park.
Regardless of how you value the park-owned homes, one method is 100% wrong. And that’s
capping the home income in the same manner you would the lot income from the park. Let’s look
at a quick example of how this can ruin you. Let’s assume that a mobile home rents for $500 per
month, with an underlying lot rent of $220 per month. That leaves a $280 per month revenue from
the home. When you take out insurance of $25 per month, and taxes of $25 per month, that leaves
$230 per month – so the home makes $2,760 per year. At a 10% cap rate, that makes the home
worth $27,600, right? Wrong. You’ve made two terrible assumptions. The first is that you have not
left adequate room for repairs, vacancy and bad debt. But the more important flaw is the cap rate
you have used to determine value. 10% is appropriate for lots, but it is never appropriate for
homes. What is the correct cap rate? Well, maybe it’s 20%, maybe it’s 50%. But don’t worry about
a cap rate on the homes. You need to go with the commodity value shown above. You’ll find
$2,000 old homes that, at a cap rate, would be worth $20,000. Stick with the commodity value, or
you’ll get yourself in terrible trouble.

So how do you convince the seller that the $20,000 (at cap rate) home is worth $2,000?
It’s really hard. But one thing that helps you out is the real economics of renting mobile homes. As
you recall from the paragraph above, the real costs associated with a rental mobile home are the
underlying lot rent, insurance, property tax, repair and maintenance, vacancy, bad debt, rental
commission, etc. Often, when you add up these costs, they equal or exceed the revenue the home
brings in. So when you split the seller’s financials into two categories: 1) lot rent and its related
costs and 2) homes and their related costs, often the net is zero. That means that you can pretend
to give the home’s value to the seller, when in fact they have already been negated in the seller’s
financial statement and, accordingly, the price for the park.

BOOT CAMP ALERT!
The next Mobile Home Park Boot
Camp is going to be in Denver, CO
on July 13-15, 2012. For more
information, contact Sharon at
(800) 950-1364 or email her at
sharon@mhps.com or visit
MobileHomeParkStore
This is an opportunity you don’t
want to miss!
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When you have to use that card, let them keep the homes.
In the case of the most stubborn seller, who wants more for the homes than they are worth, the
best approach is often to let them keep the homes and just pay you lot rent. They are then free to
rent them and make the fortune that they claim they generate. Normally, the smart seller will see
the bluff and give in. The dumb seller will keep the homes and then later, after losing thousands
of dollars, give them back to you. Because, any way you cut it, when you subtract the lot rent,
mobile homes are not a profitable endeavor.

Conclusion
Very few mobile home parks have zero park-owned homes. That’s O.K. All you have to do is
understand their values and negotiate accordingly. The key is to focus on the lot rent – that’s
where the money is. As for the homes, they are a necessary evil that all park –owners must learn
how to work around.
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