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Annotation Introduction 
 
Diamond in the Rough Realty, LLP is a company that buys houses, renovates them, and rents 
them out to tenants. This annotated budget shows the monthly budget for the first year. For the 
purpose of this budget, it is assumed that minimal renovations will be made during the first year 
since the company has a limited amount of financial resources and is just starting out. The 
renovations made will most likely be limited to: 

● repainting doors and walls 
● replacing carpet, tile, and wood flooring 
● replacing house fixtures such as doors, lights, light switches, and appliances that do not 

function properly 
 
In this budget, money is put aside for maintenance expenses which can include: 

● Replacing house fixtures 
● Paying for services such as plumbing 
● Minor house repairs caused by the tenants, such as holes in the walls 

 
This budget does not consider any loans the company may take out, so it shows that the 
company will experience a net loss during the first year. However, it will be able to make a profit 
during the second or third year without any loans, depending on how many houses are bought. 
The first year is planned to have a “purchasing season” where one house is bought each month 
for six months, and a “profit season” where no houses are bought for six months. This plan 
allows the company to have time to build up the profit and also allows room for deviation from 
the budget. If a house cannot be bought or rented out during a planned month, the company will 
not fall behind because it is only expected to buy six houses during the first year. 
 
 
 
 
 
 
 
 
 
 
 
 
 



Month 1: House 1 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

House Purchase (House 1) $20,000   

Closing Costs $3,000   

Mortgage $600   

Maintenance $100   

House Renovation $5,000   

Total: $33,700 Total: $1,000 

  Ending Balance: -$32,700 
 
Expenses 

● $5,000 a month for office space rental is based on $12 per square feet for 5,000 feet, 
which comes out to $60,000 a year.  

● $20,000 is a 20% down payment on a $100,000 house. 
● $3,000 for closing costs are based on a 3% closing costs for a $100,000 house. 
● $600 is an estimate for the monthly mortgage payment. 
● $100 is put aside for future maintenance expenses (such as leaking faucets, broken 

appliances, etc.) 
● $5,000 is for touch-up renovations such as flooring, paint, new doors, etc. More money 

will be budgeted for later purchases when we make more income. 
 
Income 

● $1,200 is the amount of rent charged based on 1% of the price of the house was 
purchased at. This is the first month’s income assuming a tenant is found within the 
month. 

 
 
 
 
 
 
 
 
 
 
 
 
 



Month 2: House 2 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

House Purchase (House 2) $20,000 House 2 Rent Payment $1,000 

Closing Costs $3,000   

Mortgage $600   

Maintenance $100   

House Renovation $5,000   

Total: $33,700 Total: $2,000 

  Ending Balance: -$64,400 
 
Expenses: 

● Ideally, a second house will be bought, renovated, and rented out within the second 
month, allowing us to have the same numbers. 

 
Income: 

● Since we hope to have a second house of the same size and price as the House 1, the 
rent price will stay the same and our income will be doubled the first month’s income. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Month 3: Duplex 1 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

House Purchase (Duplex 1) $54,000 House 2 Rent Payment $1,000 

Closing Costs $8,100 Duplex 1 Rent Payment $5,400 

Mortgage $2,000   

Maintenance $300   

House Renovation $10,000   

Total: $79,400 Total: $7,400 

  Ending Balance: -$136,400 

 
Expenses:  

● $54,000 for a house is based on a 20% down payment on a $270,000 house. 
● $8,100 for closing costs is based on 3% of $270,000. 
● $2,000 for the mortgage is an estimate based on an estimate given by Zillow.com for a 

house with similar pricing. 
● $300 is put aside for maintenance. If no maintenance expenses have happened, there 

would be $500 total put aside by Month 3. 
● $10,000 for renovations accounts for touch-up renovations for both sides of the duplex 

(each side gets $5,000 to work with). 
 
Income 

● Assuming we find tenants for both sides during this month, each side would pay $2,700 
for rent, for a total of $5,400. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Month 4: House 3 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

House Purchase (Duplex 1) $10,800 House 2 Rent Payment $1,000 

Closing Costs $1,620 Duplex 1 Rent Payment $5,400 

Mortgage $550 House 3 Rent Payment $1,000 

Maintenance $100   

House Renovation $10,000   

Total: $28,070 Total: $8,600 

  Ending Balance: -$155,870 

 
Expenses: 

● $10,800 is a 20% down payment on a $54,000 house. 
● $1,620 for closing costs is based on 3% of the house price. 
● $550 for the mortgage is an estimation with a mortgage calculator. 
● $100 is put aside for the maintenance fund, which would have $600 by now unless 

something had to be repaired. 
● Although $5,000 is typically put away for house renovations, $10,000 is put away for this 

house since it is considerably cheaper than other purchases. This allows room for major 
changes and allows a larger amount for rent to be charged. 

 
Income: 

● $1,000 is based on 1% of the house price plus extra because of the renovations. 
 
  



Month 5: House 4 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

House Purchase (Duplex 1) $40,000 House 2 Rent Payment $1,000 

Closing Costs $6,000 Duplex 1 Rent Payment $5,400 

Mortgage $1,650 House 3 Rent Payment $1,000 

Maintenance $100 House 4 Rent Payment $2,000 

House Renovation $5,000   

Total: $57,750 Total: $10,600 

  Ending Balance: -$203,020 

 
Expenses: 

● $40,000 is a 20% down payment on a $200,000 house. 
● $6,000 for closing costs is based on 3% of the house price. 
● $1,650 for the mortgage is an estimation with a mortgage calculator. 
● $100 is put aside for the maintenance fund. 
● $5,000 is typically put away for house renovations. 

 
Income: 

● $2,000 is based on 1% of the house price. 
 
 
 
 
  



Month 6: House 5 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

House Purchase (Duplex 1) $55,000 House 2 Rent Payment $1,000 

Closing Costs $8,250 Duplex 1 Rent Payment $5,400 

Mortgage $1,500 House 3 Rent Payment $1,000 

Maintenance $100 House 4 Rent Payment $2,000 

House Renovation $5,000 House 5 Rent Payment $2,750 

Total: $74,850 Total: $13,150 

  Ending Balance: -$264,720 

 
Expenses: 

● $55,000 is a 20% down payment on a $275,000 house. 
● $8,250 for closing costs is based on 3% of the house price. 
● $1,500 for the mortgage is based on an estimation on zillow.com. 
● $100 is put aside for the maintenance fund. 
● $5,000 is for house renovations. 

 
Income: 

● $2,750 is based on 1% of the house price. 
 
 
 
 
 
 
 
 
 
 
 
  



Month 7: No House Purchase 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

Maintenance $500 House 2 Rent Payment $1,000 

  Duplex 1 Rent Payment $5,400 

  House 3 Rent Payment $1,000 

  House 4 Rent Payment $2,000 

  House 5 Rent Payment $2,750 

Total: $5,500 Total: $13,150 

  Ending Balance: -$257,070 

 
Expenses: 

● $5,000 for the office space rental is continued to be paid. 
● $500 dollars is put into the maintenance fund. 

 
Income: 

● $13,150 is made each month from rental houses. 
 
  



Month 8: No House Purchase 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

Maintenance $500 House 2 Rent Payment $1,000 

  Duplex 1 Rent Payment $5,400 

  House 3 Rent Payment $1,000 

  House 4 Rent Payment $2,000 

  House 5 Rent Payment $2,750 

Total: $5,500 Total: $13,150 

  Ending Balance: -$249,420 

 
Expenses: 

● $5,000 for the office space rental is continued to be paid. 
● $500 dollars is put into the maintenance fund. 

 
Income: 

● $13,150 is made each month from rental houses. 
 
 
 
  



Month 9: No House Purchase 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

Maintenance $500 House 2 Rent Payment $1,000 

  Duplex 1 Rent Payment $5,400 

  House 3 Rent Payment $1,000 

  House 4 Rent Payment $2,000 

  House 5 Rent Payment $2,750 

Total: $5,500 Total: $13,150 

  Ending Balance: -$241,770 

 
Expenses: 

● $5,000 for the office space rental is continued to be paid. 
● $500 dollars is put into the maintenance fund. 

 
Income: 

● $13,150 is made each month from rental houses. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  



Month 10: No House Purchase 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

Maintenance $500 House 2 Rent Payment $1,000 

Miscellaneous $2,000 Duplex 1 Rent Payment $5,400 

  House 3 Rent Payment $1,000 

  House 4 Rent Payment $2,000 

  House 5 Rent Payment $2,750 

Total: $7,500 Total: $13,150 

  Ending Balance: -$236,120 

 
Expenses: 

● $5,000 for the office space rental is continued to be paid. 
● $500 dollars is put into the maintenance fund. 
● $2,000 is accounted for as “Miscellaneous” in preparation of unexpected expenses. This 

could include a maintenance issue that costs more than what we have saved, office 
supply expenses, reimbursements, etc. 

 
Income: 

● $13,150 is made each month from rental houses. 
 
  



Month 11: No House Purchase 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

Maintenance $500 House 2 Rent Payment $1,000 

Miscellaneous $2,000 Duplex 1 Rent Payment $5,400 

  House 3 Rent Payment $1,000 

  House 4 Rent Payment $2,000 

  House 5 Rent Payment $2,750 

Total: $7,500 Total: $13,150 

  Ending Balance: -$230,470 

 
Expenses: 

● $5,000 for the office space rental is continued to be paid. 
● $500 dollars is put into the maintenance fund. 
● $2,000 is budgeted for miscellaneous expenses again because once the beginning of 

Year 2 arrives, we will begin buying houses again and it is wise to have money put aside 
for unexpected expenses. 

 
Income: 

● $13,150 is made each month from rental houses. 
 
  



Month 12: No House Purchase 
 
 
Expenses  Income  

Office Space Rent Payment $5,000 House 1 Rent Payment $1,000 

Maintenance $500 House 2 Rent Payment $1,000 

  Duplex 1 Rent Payment $5,400 

  House 3 Rent Payment $1,000 

  House 4 Rent Payment $2,000 

  House 5 Rent Payment $2,750 

Total: $5,500 Total: $13,150 

  Ending Balance: -$222,820 

 
Expenses: 

● $5,000 for the office space rental is continued to be paid. 
● $500 dollars is put into the maintenance fund. 

 
Income: 

● $13,150 is made each month from rental houses. 
 
  



End of Year Summary: 
 
Total Expenses  Total Income  

Office Space Rent Payments $60,000 House 1 Rent Payments $12,000 

House Purchases $199,800 House 2 Rent Payments $11,000 

Closing Costs $29,970 Duplex 1 Rent Payments $54,000 

Mortgages $62,450 House 3 Rent Payments $9,000 

Maintenance $3,800 House 4 Rent Payments $16,000 

House Renovations $40,000 House 5 Rent Payments $19,250 

Miscellaneous $4,000   

Total: $400,020 Total: $121,250 

  End of Year Balance: -$278,770 

 
Expenses: 

● Office Space Rent Payments: It costs $60,000 a year to rent out the office building. 
● House Purchases: Total costs of all house purchases is $199,800. Each purchase was a 

20% down payment. 
● Closing Costs: The total of all closing costs are $29,970. This is estimated by taking 3% 

of the cost of the house. 
● Mortgages: The total listed here is the cumulative total of each house’s monthly 

mortgage for the year. House 1 has 12 payments the first year, House 2 has 11, Duplex 
1 has 10, and so on.  

● Maintenance: The grand total of money saved aside for maintenance is $3,800. This 
may not be the amount leftover, however, since it is expected to have to repair things in 
some of the houses at some point. 

● House Renovations: The total amount of money budgeted is $40,000. A low budget was 
set for the first year but the goal is to expand it once a profit is made. The small budget 
allows for cosmetic changes such as flooring, paint, and minimal landscaping. 

● Miscellaneous: $4,000 is set aside for unexpected expenses. After being in business for 
a year there will be a better idea of what kind of expenses are to be expected. 

 
Income: 

● The total amount of income earned, assuming the houses are rented out the same 
month they are purchased, is $121,250. This profit almost pays back the amount of 
money spent on purchasing homes. As the business continues, a larger profit will be 
made and there will be more income than expenses. It is financially wise to have no 
spending months to catch up on expenses. 

● This budget assumes that no loans are taken out and therefore does not show a profit 
the first year. Figures may vary greatly if loans are used to make purchases and 
renovations. 


