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HOUSE HACK OPPORTUNITIES

——— One property. Multiple ways to create value.
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START WITH A DIFFERENT QUESTION

Most people think of a first home as simply a place to live. In reality, homeowners have been using their homes
strategically for generations without calling it anything special. They buy what they can afford, improve it over time, add
a bedroom or bathroom, rent a room for a while, build an accessory unit, or move later and keep the original home as a
rental.

What real estate investors often call house hacking is simply the intentional version of that process: using the home
you live in to lower your housing cost, create income, build equity, or some combination of the three. You do not need
to become a landlord on closing day or complete a major renovation immediately. The goal is to look at a property not
only for what it is today, but also for what it could become.

WHAT “HOUSE HACKING” CAN LOOK LIKE

A house hack may be as simple as renting a bedroom or as ambitious as buying a small multifamily property and living
in one unit. It can also mean purchasing a home with an existing ADU, adding one later, creating a JADU within the
home, converting underused space, improving a dated property gradually, or keeping the home as a rental when you
move on.
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ONE PARCEL ¢ UP TO THREE DISTINCT LIVING SPACES

California note: A qualifying single-family property may support both a JADU and an ADU, potentially creating three distinct living
spaces on one parcel. That does not automatically make the property a legal triplex; local rules, site conditions, permitting, utilities,
and other requirements still matter.
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THREE WAYS A HOME CAN WORK FOR YOU

1. Income

A property may generate income that helps offset the cost of ownership. That could come from a roommate, JADU,
ADU, separate suite, or another unit in a duplex, triplex, or fourplex.

2. Forced appreciation

This is value you may be able to create yourself by improving the property’s layout, condition, functionality, orincome
potential. The key is not simply spending money; it is spending where the market may value the result.

3. Market appreciation

This is the part you do not control. Housing markets rise, flatten, and decline. A longer holding period can change the

picture dramatically, particularly when ownership is paired with strategic improvements and principal reduction on an
amortizing mortgage.

You do not need to pull every lever on Day One. Income can come later. Improvements can
happen gradually. The strategy should fit your life and budget.

A HOUSE-HACK STRATEGY CAN UNFOLD OVER TIME

BUY LIVE + LEARN IMPROVE CREATE INCOME NEXT MOVE

Buy within today’s budget Understand the property Add function + value Room, JADU, ADU or units Keep, rent, sell or repeat

WHAT THE DATA SAYS ABOUT TIME + OWNERSHIP

The Federal Housing Finance Agency (FHFA) House Price Index tracks changes in single-family home values using
repeat transactions. For a clean long-term comparison, the chart below uses one consistent series: California’s FHFA
All-Transactions House Price Index, comparing 2026 Q1 with the same quarter in earlier years.

California Home-Price Change Across Holding Periods
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FHFA All-Transactions House Price Index, Q1-to-Q1; not annualized. Source: FHFA via FRED.

The 20-year number is especially instructive: it begins near California’s 2006 housing peak, so its cumulative gain is
much smaller than the 10-year or longer-term figures. That is exactly why this is a useful educational chart. Real estate

does not rise in a straight line, and purchase timing and holding period matter. These percentages describe changes in
an index, not guaranteed returns on any individual home.
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WAYS TO CREATE INCOME OPPORTUNITY

Not every buyer wants rental income immediately, but understanding the menu of possibilities can change what you
look for in a property. The opportunity ratings below are conceptual rather than projected returns; actual income
depends on location, rents, financing, legality, operating costs, and lifestyle fit.

Strategy Income Potential Upfront Cost Why It Matters
Rent a bedroom MEDIUM LOW Fastest, simplest way to offset housing cost; least privacy.
Rent multiple bedrooms HIGH LOW More income potential, but more shared living.
L Compact independent or semi-independent space within
Existing JADU MEDIUM LOW
the home.
Can unlock underused interior space; California-specific
Create a JADU MEDIUM MEDIUM
rules apply.
Existing ADU HIGH MEDIUM Separate rental or multigenerational flexibility.
Add an ADU HIGH HIGH Higher cost and complexity, but strong long-term flexibility.
Primary + JADU + ADU HIGH HIGH Potential for three living spaces on one single-family parcel.
Buy 2-4 units HIGH HIGH Owner occupies one unit while others may produce rent.
Turns the first home into a future rental rather than selling.
Move out later + rent home HIGH VARIES

California’s JADU framework deserves special attention. A JADU is generally no more than 500 square feet and is
created within a single-family home. A qualifying property may also have a separate ADU, which can make a seemingly
ordinary single-family home much more interesting from an income and multigenerational-living standpoint.

WAYS TO CREATE OR UNLOCK VALUE

A property does not have to cash flow immediately to be a strategic purchase. Sometimes the opportunity is buying
below the level of home you ultimately want and improving your way into it over time.

Improvement Equity Potential Cost Primary Benefit

Paint, flooring, lighting MEDIUM LOW Presentation + livability

Kitchen upgrade HIGH HIGH Function + buyer appeal

Bathroom update MEDIUM HIGH Utility + marketability

Add legal bedroom HIGH HIGH May change utility and comparable set

Add bathroom HIGH HIGH Particularly useful where bath count is a weakness
Improve awkward layout HIGH HIGH Can unlock value without adding square footage
Create JADU HIGH HIGH Adds flexible living / income option

Finish underused space HIGH HIGH Converts existing area into more useful living space
Build ADU HIGH HIGH Adds a separate use and possible income stream
JADU + ADU strategy HIGH HIGH Can create multiple distinct living arrangements

Improves first impression and marketability
Curb appeal/ entry / windows MEDIUM MEDIUM

“Force appreciation” does not mean every dollar spent becomes a dollar of value. Start with the comps,
the property’s weaknesses, and what buyers in that market actually reward.
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WHAT REMODELING DATA TELLS US

NAR’s 2025 Remodeling Impact Report reinforces that renovation return varies widely. Nationally, the report estimated
100% cost recovery for a new steel front door, 83% for a closet renovation, 80% for a fiberglass front door, 74% for vinyl
windows, 71% for wood windows and basement conversion, 67% for attic conversion, 60% for complete and minor
kitchen projects, 56% for adding a bathroom, 54% for a primary suite, and 50% for a bathroom renovation. NAR
cautions that local market conditions can differ from these national estimates.

Not Every Renovation Returns the Same Value

Steel front door 100%

Closet renovation
Fiberglass front door
Vinyl windows

Wood windows
Basement conversion
Attic conversion
Complete kitchen
Minor kitchen

Add bathroom
Primary suite

Bathroom renovation

T T

T T
0 20 40 60 80 100
Estimated cost recovered at resale (%)

Source: NAR/NARI 2025 Remodeling Impact Report. National estimates; local results vary.

HOW TO SPOT A SMART OPPORTUNITY

Train yourself to look beyond finishes and ask what the property allows you to do. Underused square footage, awkward
layouts, separate entrances, bonus rooms, large lots, garages, detached structures, dated kitchens and baths, existing
ADUs or JADUs, and homes with room for an additional bedroom or bathroom can all be worth investigating.

Especially in California, ask:

e Could part of the existing home become a JADU?

e Couldthe lot or another structure support an ADU?

e Could the property potentially support both?

e Would an additional legal bedroom or bathroom materially improve utility?

e Would the finished version compete with a meaningfully different group of comparable sales?

Be cautious with:

Major structural issues, drainage or water intrusion, foundation concerns, septic limitations, unpermitted work,
difficult access, expensive utility upgrades, and improvement ideas that are not supported by neighborhood demand or
comparable sales deserve additional diligence. The goal is not to buy a money pit; it is to identify opportunity with a
realistic path to value.
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A SIMPLE PROPERTY SCORECARD

Category LOW MEDIUM HIGH

Liveability today Hard to live in as-is Comfortable enough Strong fit now

Income potential Little / none One obvious option Multiple viable options
Improvement upside Limited Some value-add Clear path to meaningful change
Cost to improve Low cost Moderate cost High cost

Complexity Low complexity Moderate complexity High complexity

Future flexibility One likely use Two paths Multiple exits / uses

AFFORDABILITY CAN CHANGE OVER TIME

Traditional affordability begins with income, down payment, debt, interest rate, taxes, insurance, and the resulting
monthly payment. Those numbers are essential, but they do not always tell the whole story. A property may become
more affordable later if part of it produces income, and it may become more valuable or functional as you improve it.

That does not mean stretching beyond a payment you can safely carry today. It means recognizing that the home you
can afford now may have a different economic profile in three, five, or ten years. You might add a roommate later,
create a JADU, build an ADU, improve the layout, or eventually move out and keep the property as a rental. The strategy
can unfold as your income, savings, family needs, and the property itself evolve.

Sometimes the “hack” is simply buying the right raw material.

HOW | HELP BUYERS THINK LIKE INVESTORS

Most buyers are taught to focus first on whether they like the house. | want to add another layer: what does the property
allow you to do? As your REALTOR®, | can help define an opportunity-focused buy box, compare finished homes with
properties that have upside, research comparable sales and rents, identify questions around JADU, ADU, additions or
conversions, and help determine which ideas are worth investigating further with the appropriate professionals.

My role is not to promise returns or replace lenders, contractors, architects, engineers, attorneys, tax professionals,
appraisers, or local permitting authorities. My role is to help you see opportunity more clearly, ask better questions,
and evaluate a property more intelligently before you buy.

Sometimes the smartest first home is not the most finished one. It is the one with the best combination of liveability,
upside, flexibility, and long-term potential.

Let’s find a home that works for you now - and can work even harder for you later. Email or
call me today — or 415-599-5683

K

Jory Bergman Killian

REALTOR® | Real Estate Investor | Epique Realty | DRE #02283148
Wine Country to Waterfront | Sonoma + Marin Counties
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SOURCES + IMPORTANT NOTES

FHFA House Price Index. California All-Transactions HPI data, 1991 Q1 through 2026 Q1. Federal Housing Finance Agency via
Federal Reserve Bank of St. Louis (FRED), series CASTHPI. Values used in the holding-period chart: 1991 Q1 228.41; 2006 Q1 638.19;
2016 Q1 543.85; 2021 Q1 718.53; 2025 Q1 959.78; 2026 Q1 976.79.

National Association of REALTORS® / National Association of the Remodeling Industry, 2025 Remodeling Impact Report. Cost-
recovery figures are national estimates and may differ materially by property and local market.

California Department of Housing and Community Development, Accessory Dwelling Unit resources and 2026 ADU Handbook.
JADU and ADU eligibility is property-specific; local implementation, building codes, utilities, septic/sewer, fire access, financing,
title, and other constraints must be verified.

This guide is for general educational purposes only. It is not a promise of appreciation, rental income, investment return, tax
treatment, financing eligibility, development approval, or legal use. Buyers should consult the appropriate licensed or qualified
professionals for property-specific advice.
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