Index

Numerics

80-20 loan, 220-221
1031 Exchange, 226-229, 251

o/ o

acceleration clause, 251
accounts receivable, 162
Adjustable Rate Mortgage (ARM),
83-84, 97-98, 251
adjusted basis, 251
adjustment period, 84, 97, 251
adult foster care, 148
air rights, 230
amortization, 94-96, 178, 251
Annual Credit Report Request Form
Web site, 44
Annual Debt Service (ADS/DS), 251
Annual Percentage Rate (APR),
96-97, 109, 236, 251
appraisal
fees for, 166
inflated, 39-40
market value verification, 167-168
obtaining, 54-55,115+114
overview, 239-24¢ 251
Arata, Michael J.
Preventing Identity Theft For
Dummies, 46
ARM (Adjustable Rate Mortgage),
83-84, 97-98, 251
assets
defined, 107
protecting, 19, 26, 32
transferring, 30-33
assign the option, 222
assumed name, 29
A-to-D grading scale, 251
attorneys, 120
Automated Underwriting (AU),
113, 252
Automated Valuation Model (AVM),
113-114, 252

ol e

back-end debt ratio, 52, 252
background checks, 68-69
backside deals, 121
balloon payment, 178, 252
banks
accounts in, 20
bank owned properties, 247-248
conventional loans, 84-65
Fannie Mae/Fredaie Mac, 65
overview, 61-62
pros and cons, 62-63
statemerits from, 52
subprime ioans, 65-66
bars, 14
besis, 252
Setier Business Bureau Web site,
69, 116
borrowed money, 10-12, 20-22
boundary survey, 119
break-even point, 98
broker-borrower agreement, 163-165
Brown, Ray
Mortgages For Dummies, 64
brownfield site, 171
Browning, Beverly A.
Grant Writing For Dummies, 157
Bucci, Steve
Credit Repair Kit For Dummies, 47
builder bailouts, 41-42
business income, 53-54
Business and Industry Guaranteed
Loan (B&l loan), 156
business plan, 24
buy-hold/buy-sell strategy, 55,
248-249

oo

C-corp, 76

CAM (Common Area Maintenance)
charge, 252

cancellation clause, 165

cap, 84, 97, 252



262 Financing Real Estate Investments For Dummies

Cap Rate (Capitalization Rate), 132, 252
capital, sources of, 19-23
capital gain/loss, 18-19, 252
cash
identifying sources of, 59-60
overview, 18
paying with borrowed money, 11-12
reserves of, 20-21, 60
cash flow, 56-57, 81, 237, 252
cash-back-at-closing schemes, 40
Cashing In on Pre-foreclosures and
Short Sales (Cummings), 246
Caverly, Brian
Estate Planning For Dummies, 30
CDBGs (community development
block grants), 157
certified funds, 244
chunking schemes, 41
city/county records, 58
CL (Credit Losses), 132, 253
closing
attorneys for, 120
brownfield site, 171
costs of, 100-102, 178, 252
defined, 239, 252
documents for, 122, 241
existing tenant rights, 172
preliminaries, 120-122
property insurance, 171172
right of recession, 122-123
steps for pre-, 239-244
surprises, dealing with, 123-124
title insurance, 170-171
CLTV (combined loan-to-value), 253
CMBS (commercial mortgage backed
securities), 152-153
collateral, 35
commercial loans
compared with residential loans, 80
lenders, 12, 21-22, 150-153
commercial properties
broker-borrower agreement,
163-165
closing, 170-172
commercial loan programs, 150-153
construction loans, 158
defined, 253
government loans, 153-157
hotel/motel, 142-145

income potential estimates, 130-134
industrial warehouse properties,
145-146
life insurance companies, 159-160
mixed-use properties, 146
multifamily dwellings, 134-139
office space, 139-140
participation loans, 161-162
partnerships, 162
pension programs, 159-160
rehabilitation loans, 158-159
retail real estate, 140-142
sharing costs and equity, 161
sources of financing, 149-162
special use properiies, 146-148
third-party repors; 167-170
upfront fees, .65-166
venture caDialists, 160-161
Commercial keal Estate Investing For
Dwnmies (Conti and Harris),
135, 234
comnitment fee, 166
Common Area Maintenance (CAM)
charge, 252
community development block
grants (CDBGs), 157
Community Reinvestment Act
(CRA), 157
Company Corporation, The
Incorporating Your Business For
Dummies, 76
comparative market analysis, 54-55
comps (comparables), 253
conduit lenders, 152-153
conforming loans, 13, 64-65, 253
conforming market, 113
construction loan, 15, 158
consumer traffic, 141
Conti, Peter
Commercial Real Estate Investing For
Dummies, 139, 234
contract for deed. See land contract
contract flipping, 227-228
convenience stores, 142
convention tax, 144
conventional loan, 13, 64-65, 253
corporations, 29-30, 76
cost approach, 253



Index 263

CRA (Community Reinvestment
Act), 157
credit cards, 21, 191-192
credit crunch, 11, 245-250
Credit Losses (CL), 132, 253
Credit Repair Kit For Dummies
(Bucci), 47
credit reports
credit score, 45-46, 237
inspecting, 46
mistakes, avoiding, 48
obtaining, 44-45
overview, 43-44
repairing credit/boosting score, 47
cross-collateralization, 35-36, 179, 253
Cummings, Chip
Cashing In on Pre-foreclosures and
Short Sales, 246
Mortgage Myths: 77 Secrets That Will
Save You Thousands on Home
Financing, 64

o e

dead deal, 113
debt ratio, 51-52, 253
Debt Service Coverage Ratio«T.:SCR),
144-145, 238, 254
deed, 14, 29
deed of trust, 16, 253
default (loan), 25
default clause, 205
Department of Housing and Urban
Development (HUD), 91, 154,
241-242, 255
depreciation, 253
disclosure, 108-111
discount points, 103, 177, 236
discount rate, 253
documentation. See also credit
reports; financial information,
personal; property purchase
business income, 53-54
lender, 23-24
signing, 122
sources of cash, 59-60
supplying, 111-112

Dollar, Rachel
Protect Yourself from Real Estate and
Mortgage Fraud, 37
Donaldson, Michael C.
Negotiating For Dummies, 100
down payment, 235, 253
DSCR (Debt Service Coverage Ratio),
144-145, 238, 254
due-on-sale clause, 29, 197, 254
duplex, 135-136

o Fo

Earnest Money Deposit (EMD), 240,
254

easement, 254

economic deveiopment funds/
grants, 154

Effective “iross Income (EGI), 56,
132131, 254

80-20 lsan, 220-221

encumbrance, 254

cngineering report, 169

environmental fee, 166

environmental insurance coverage,
170

EPA Web site, 170

Equifax Web site, 45

equitable interest, 194

equity, 16, 20, 254

equity loan, 161. See also
hard-money

escrow company, 206

Estate Planning For Dummies (Simon
and Caverly), 30

estoppel certificate, 244, 254

exclusivity clause, 164

expenses, 138, 179-182

Experian Web site, 45

o Feo

Fannie Mae (FNMA), 65, 106-108, 254
Federal Housing Authority (FHA),
15, 86-89, 153-154, 254
fees
appraisal, 166
closing cost, 100-101



264 Financing Real Estate Investments For Dummies

fees (continued)
commitment, 166
environmental, 166
junk, 109
loan guarantee, 166
loan origination, 100
upfront, 165-166
FICO (Fair Isaac & Company) score, 254
financial information, personal
bank statements, 52
debt ratio, 51-52
net worth, 49-51
pay stubs, 52
tax returns, 53
W-2s, 52
fixed-rate loan, 254
flagged properties, 143-144
flipping, 40-41, 182, 227-228
Flipping Houses For Dummies
(Roberts and Kraynak),
40, 55, 118
FNMA (Fannie Mae) 1003 application,
106-108
foreclosure, 15, 246
Foreclosure Investing For Dummies
(Roberts and Kraynak),
90, 234, 246
forfeiture clause, 206, 255
fractional ownership, 123
franchise financing, 162
fraud protection, 152
Freddie Mac, 65, %55
free and clear, 10
Frohnmayer, David
Negotiating For Dummies, 100
front-end debt ratio, 52, 255
future profits, projecting, 133-134

o(Ge

GAI (Gross Annual Income), 56

garden apartments, 135, 136

gas stations, 148

general partnership, 216

Good Faith Estimate (GFE), 102, 109,
236, 255

Good Neighbor Next Door loan
(GNND), 72

government loans
economic development
funds/grants, 154, 157
Federal Housing Authority (FHA),
86-89, 153-154, 157
overview, 14, 86, 153
programs, 72-73
Real Estate Owned (REO), 89-90
SBA-insured loans, 154-156
state/local grants/loans, 90-92
USDA, 92, 156
Veterans Affairs (VA), 89
Grant Writing For Dummies
(Browning), 157
Griswold, Robert
Property Managzn:ent For Dummies,
2nd Edition, 137, 249
Real Estate li.vesting For Dummies,
2nd Edinon, 118, 198, 225, 234
GRM (Gross Rent Multiplier), 255
Groz¢ Aiinual Income (GAI), 56

s He

hard-money
defined, 70, 255
lenders, 151, 183-185
loans, 14, 22, 85, 179-182
pros and cons, 176-179
Harris, Peter
Commercial Real Estate Investing For
Dummies, 139, 234
HELOC (Home-Equity-Line-Of-Credit),
190, 255
high-equity properties, 248
HOEPA (Home Ownership and Equity
Protection Act), 111
holding costs, 118, 237
home equity loan, 189-191
home financing, compared with
investment, 17-19
Home Ownership and Equity
Protection Act (HOEPA), 111
Home-Equity-Line-Of-Credit (HELOC),
190, 255
homeowners, 15
hotels, 142-145



Index 265

HUD (Department of Housing and
Urban Development), 91, 154,
241-242, 255

hybrid loan, 85, 255

o]e

improvements, 114
income
annual, 138
as approach to value, 255
business, 53-54
estimating potential, 130-134
Net Operating (NOI), 131-132
rental, 130
Incorporating Your Business For
Dummies (The Company
Corporation), 76
index, 84, 256
industrial warehouse properties,
145-146
information release, 112
inspections, 114-119
installment sales contract. See land
contract
insurance
policy of, 242
property, 171-172
title, 170-171
insured closing letter, 121
integrity, 42
interest
adjustable rate mortgages (ARMs),
97-98
amortization, 94-96
calculating, 180
overview, 93-94
paying upfront with points, 98-99
simple, 94
interest-only loan, 82-83
interest rate
compared with APR, 96-97
initial, 84
overview, 177-178, 233-234
inventory loans, 162
investment
capital sources, 19-23
compared to home financing, 17-19

loans for, 17-18

properties as, 125-126
IRA, self-directed, 21
irrevocable trust, 32

° ] °
joint venture, 207-208

jumbo loan, 14, 256
junk fees, 101, 109

oo

Kraynak, Joe
Flipping Houses For Dummies,
40, 55, 118
Foreclosure-Investing For Dummies,
90, 224, 246

ol e

.ard contract
contract for deed, 74
due on sale clause, 197
fraud protection, 199
overview, 193-194, 256
pros and cons, 194-195
step-by-step guide, 197-199
title for, 195-196
LC (Leasing concessions), 132, 256
lease option agreement
earning cash with, 202-203
fundamentals, 201
option to buy, 203-205
overview, 73, 199-200, 256
leasehold estates, 229-230
leasing commissions, 256
leasing concessions (LC), 132, 256
legal terms, 14-15
lenders
banks, 61-66
conduit, 152-153
disclosures, 108-111
government loan programs, 72-73
meeting preparation, 23-24
mortgage brokers, 66-70
partnerships, 74-76



266 Financing Real Estate Investments For Dummies

lenders (continued)
predatory, 38-39
private, 70-71
seller financing, 73-74
types, 12-13
leverage, 10, 256
liabilities, 26-30, 107
liens, 15, 121, 234, 256
life insurance companies, borrowing
from, 160
limited liability company. See LLC
(limited liability corporation)
limited partnership, 75-76, 216
line of credit, 189-191
LLC (limited liability corporation)
forming, 26-30
overview, 27, 76, 256
pros and cons, 27-28
setting up, 28
loan application
components, 106-108
lender’s disclosures, 108-111
overview, 105-106
signing information releases, 112
supplying documentation, 111-112
loan officer, 13, 64, 256
loan-to-value (LTV) ratio, 17, 5.
178, 256
loans. See also government loans;
residential loans
acceptance termg, 16
applications, 37-5%
approval, 48
calculating total cost, 103-104
conforming, 64-65
construction, 158
conventional, 64-65
80-20, 220-221
equity, 161
FHA, 153-154
friends/relatives, 185-189
Good Neighbor Next Door
(GNND), 72
government, 72-73, 153-157
guarantee fee, 166
hard-money, 22, 85
home equity, 189-191
hybrid, 85
interest-only, 82-83

inventory, 162
nonconforming, 65-66
nonrecourse, 34
origination fee, 25, 100
participation, 161-162
paying back, 181-182
process, 112-119
residential compared with
commercial, 80
SBA-insured, 154-156
subprime, 65-66
types, 13-14
USDA, 156
lock, 256
long-term capital gain, 256
LTV (loan-to-value) ratio,
17,57, 178, 256

o M=

moanecgement expenses (ME), 131, 257
m=ragin, 84, 97, 257
:aarket conditions, 238
McCrea, Bridget
Second Homes For Dummies, 125
metes-and-bounds description, 119
Microsoft Office Web site, 96
middle market, 150
MIP (Mortgage Insurance Premium),
257
mixed-use properties, 146
mortgage
adjustable rate (ARMs), 83-84
defined, 16, 257
first, 15
markets for, 16
payments toward, 138
second, 15, 16, 220-221, 223, 259
term for, 99
mortgage bankers, 12
mortgage broker
background checks, 68-69
checking credentials, 68-70
compared with loan officer, 64
finding, 68
overview, 13, 66, 257
pros and cons, 67
teaming up with, 249



Index 26 7

mortgage fraud, avoiding. See real
estate fraud, avoiding
Mortgage Insurance Premium (MIP),
257
Mortgage Myths: 77 Secrets That Will
Save You Thousands on Home
Financing (Roberts and
Cummings), 64, 103
Mortgages For Dummies (Tyson and
Brown), 64
motels, 142-145
multifamily dwellings
commercial, 135
garden apartments, 136
large multifamily properties,
136-137
overview, 134-135
residential, 134
two- to four-family homes, 135-136
multifamily loans, 89

o\ o

naming rights, 230

National Association of Certified
Home Inspectors (NACH) Vieb
site, 115

National Association of Merigage
Brokers (NAMB) Web site, 68

National Real Estate Inv=stors
Association W=p.site, 184

Negotiating For Dumimies (Donaldson
and Frohnmayer), 100

Net Operating Income (NOI), 57,
131-132, 238, 257

net pay, 52

net worth, 49-51, 257

NNN (Triple Net), 130-131, 257

NOI (Net Operating Income), 57,
131-132, 238, 257

non-circumvention clause, 164

nonconforming loan, 13, 65-66

non-owner-occupied properties, 136

nonrecourse loan, 34

note, 257

o() o

office space, 139-140

operating expenses (OE), 131, 257

OPM (other people’s money), 10-11,
81-82, 257

origination points, 103, 257

owner-occupied properties,
135-136, 257

opPoe

participation loan, 161-162
partnerships
agreements for, 214-217
compared witli joint ventures,
207-208
corporaticty 76
entering, 22-23
general, 216
limnited, 75-76, 216
cverview, 29-30, 74-75, 250
pros and cons, 208-210, 217
selecting partners, 210-214
tax code, 217
pass-through, 27
pass-through expenses, 258
pass-through transactions, 227
passive income, 257
pay stubs, 52
pension programs, 159-160
periodic interest rate, 95
periods, 95
personal assets, 19, 26, 30-33
personal liability, limiting, 26-30
Phase I environmental report, 170
PITI (principal+interest+
taxes+insurance), 258
PMI (Private Mortgage Insurance),
258
points, 98-99, 177, 179, 258
portfolio loan. See hard-money
positive cash flow, 237
preapproval, 60, 234, 258
predatory lenders, avoiding, 38-39
prepayment penalties, 92, 178, 258
prequalification, 60, 258
Preventing Identity Theft For Dummies
(Arata), 46



268 Financing Real Estate Investments For Dummies

primary mortgage market, 16
principal, 33, 93
private lenders, 12, 70-71
Private Mortgage Insurance (PMI),
259
pro forma, 84, 133-134, 158, 258
processing fee, 101
profits, projecting future, 133-134
program disclosures, 108-109
promissory note, 15, 33-36, 258
properties
flagged compared with unflagged,
143-144
high-equity, 248
industrial warehouse, 145-146
insurance, 171-172
large multifamily, 136-137
mixed-use, 146
non-owner-occupied, 136
owner-occupied, 135-136
owning free and clear, 10
REO, 247-248
research, 234-235
retail, 140-142
selecting, 246
special use, 146-148
viewing multiple, 236
worksheet, 235
Property Management Fo:: Dummies,
2nd Edition (Griswold), 137, 249
property purchase
appraisal, 54-53
cash flow analysis, 56-57
city/county records, 58
comparative market analysis, 54-55
loan-to-value (LTV) ratio, 57
potential resale value, 55-56
repair costs, 55-56
zoning information, 57-58
Protect Yourself from Real Estate and
Mortgage Fraud: Preserving
the American Dream of
Homeownership (Roberts and
Dollar), 37
Public Housing Directors Association
(PHDA) Web site, 91
public offering, 189
pull-through rate, 160
purchase agreement, 224-225

o () e

quad, 135-136
quick flip, 104
quitclaim deed, 29

o R e

real estate agent bonuses, 249-250
real estate fraud, avoiding
builder bailout, 41-42
cash-back-at-closing schemes, 40
chunking schemes, 41
illegal flipping, 40
inflated appraisai:c. 39-40
integrity, 42
loan application, 37-38
overview, 38=37
predatoryienders, 38-39

Real Esicie Investing For Dummies,

2nd Edition (Tyson and
Griswold), 118, 198, 225, 234
1eal estate investment group, 183
Real Estate Investment Trust (REIT),
33, 258
Real Estate Owned (REO), 89-90,
247-248, 258
Real Estate Settlement Procedures
Act (RESPA), 110-111, 259
reconveyance, 258
recourse clause, 33-36
refinancing, 181
rehabilitation loans, 158-159
REIT (Real Estate Investment Trust),
33, 258
renaissance zones, 90
rentable square feet, 259
REO (Real Estate Owned), 89-90,
247-248, 258
repair costs, potential, 55-56
resale value, potential, 55-56
reserves, 60, 259
residential investment properties
defined, 125, 259
financing, 125-126
multifamily dwellings, 134
residential loans
compared with commercial loans, 80
government-secured, 86-92



Index 269

overview, 79-80
prepayment penalty, avoiding, 92
selecting, 80-85
resource clause, 259
RESPA (Real Estate Settlement
Procedures Act), 110-111, 259
restaurants, 147
retail properties, 140-142
retainer fee, 164-165
revitalization districts, 154
revocable trust, 32
right of recession, 122-123
riparian rights, 58
risks, borrowed money, 10
Roberts, Ralph R.
Flipping Houses For Dummies,
40, 55, 118
Foreclosure Investing For Dummies,
90, 234, 246
Mortgage Myths: 77 Secrets That Will
Save You Thousands on Home
Financing, 64
Protect Yourself from Real Estate
and Mortgage Fraud: Preserving
the American Dream of
Homeownership, 37

oS e

SBA-insured loans, 154-156
seasoning restrictionz; 181
Second Homes Fo:r Lummies (McCrea
and Spignesi), 125
securities laws, 189
self-directed IRA, 21
seller financing, 22, 73-74, 193-206, 259
septic system inspection, 119
servicer, 12
shield, 25
short sale, 247, 259
short-term capital gain, 259
Simon, Jordan
Estate Planning For Dummies, 30
simple interest, 94
Small Business Administration-
insured loans, 154-156
special use properties
adult foster care, 148
gas stations, 148

overview, 146-147

restaurants/bars, 147
Spignesi, Stephen

Second Homes For Dummies, 125
spread, 224
stake survey, 119
state grants/loans, 90-92
storage facilities, 146
streamline refinancing, 87
strip malls, compared with

convenience stores, 142

structural inspection, 166
Sub-S corp, 29-30, 76
subprime loans, 65-66, 259
survey, 119, 168

oJ e

tax
benerit:; of, 226
can tal gains (losses), 18-19
pretections from, with irrevocable
trusts, 32
tax code, 217
tax lien, 15
tax returns, 53
tax-deferred exchange, 259
teaser rate, 260
1031 Exchange, 226-229, 251
tenants
existing tenant rights, 172
improvements (TI), 132, 260
rent roll, 243-244
sale options, 224
term
changes, 123-124
defined, 33, 236
of the engagement, 164
third-party reports
appraisal, 167-168
engineering report, 169
environmental insurance coverage,
169-170
overview, 167
survey, 168
title commitment, 168-169
TI (Tenant Improvements), 132, 260
TIL (Truth In Lending disclosure),
109-110, 260



2 70 Financing Real Estate Investments For Dummies

title
overview, 195-196, 260
securing, 28-29
title commitment, 168-169, 196, 240
title company, 121-122
title insurance, 170-171, 240, 260
Title I loans, 88
title policy, 240
TOE (Total Operating Expenses),
56-57
TransUnion Web site, 45
Triple Net (NNN), 130-131, 257
triplex, 135-136
true value, estimating, 132-133
trust
defined, 30
irrevocable/revocable, 32
transferring personal assets via,
30-33
Truth In Lending disclosure (TIL),
109-110, 260
two- to four-family homes, 135-136
Tyson, Eric
Mortgages For Dummies, 64
Real Estate Investing For Dummies,
2nd Edition, 118, 198, 225, 224

ol o

underwriting process’ 113

unflagged propertics, compared with

flagged prop-=riies, 143-144
Uniform Residential Loan
Application, 106

upfront fees, 165-166
USDA loans, 92, 156
use fees, 144

utility readings, 243

o/ e

Vacancy Allowance (VAC), 56, 130
vacant land, 126

vacation properties, 124-125
venture capitalists (VCs), 160-161
Veterans Affairs (VA), 15, 89, 260
visitors fee, 144

o [/ o

W-2s, 52

walk-throug', 242

water tesuig, 118-119
wholesaling, 221-225

wire (ransfer, 244
wiaparound mortgage, 260

oyo

Yield Spread Premium (YSP), 260

o e

zoning information, 57-58



