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abusive tax shelter, 282

accelerated depreciation, 131

acceptance, 220-221

accounting professionals, 152-153

accrual method, 123

active income, 282

active participant, 283-284

adjusted basis or price, 138

adjusted gross income, 285

after-tax cash flow, 142-143

agency, 218

agent, real estate, 215

all-risk insurance, 180-182

alternative income approach, 226, 227

American Society of Home Inspectors
(ASHI), 222

amortization, 83, 103-106

annual cap, 79-80

annual compounding, 109

annualized return, 29-39

appraisal, 223-229

assessed value, 154

asset, 161

assumption clause, 75-76

attorney, 229-233

B

balance sheet, 160—162
balloon mortgage, 82
bank as lender, 8688
bankable, 163

basic insurance, 179-180, 181
basic services, 305

basis, 124—125, 133-137
basket of stocks, 295
blind pool, 287

book value, 126

Index

borrowing to invest, 89-90
breakeven, 194-195

bridge loan, 85

broad insurance, 180, 181
broker, real estate, 216
Brookings Institution, 22-23
building lot, 304

bundling, 276

buy-and-hold <trztegy, 271-273
buy-down racrigage, 84

buyer’s maries, 45-46, 176-179

C
¢al) teature, 76, 78
cap rate, 188-189
cap, 79-80
capital expenditure, 124
capital gain or loss, 137-138
Capital Gains and Losses (Schedule D),
141-142
capitalization, 125
carry, 41
cash flow
after-tax, 142—143
analysis, 191-195, 205-209
basics, 50-52
negative, 142-143
positive, 144-145
risk, 263-265
worksheet, 207, 208
cash method, 122-123
Census Bureau, 317, 301, 3037.
clear title, 231
collateralized debt obligations (CDOs),
71-72
commercial property, 303
compound interest, 99-100
comprehensive insurance, 181-182
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condominium insurance, 181-182 dividend rate, 199
conformity, 56, 175-176 line of credit, 91-92
consideration, 218-219 return, 198-199
Consumer Price Index, 32-34 escrow agent, 229-233
contingencies, 220 exchange traded funds (ETFs),
conventional financing, 70-71 294-297
conversions from flip to rental, 279-281 existing home, 32
converting to rentals, 268269 expense deductions, 116-118
cost approach, 226, 227-228
Cost of Savings Index (COSI), 80 F
creative financing, 82-86 Fannie Mae, 7071, 298
credit market, 185 Federal Fair Housing Act, 237
Federal Reserve Bank, 74
D financial advisers, 213-214, 312-313
daily compounding, 100 financial capability, 262-205
dealer, 267 financial statement:, 160—163
deferral rules, 145-149 fixer-upper
deferred maintenance, 41-42 bargains, 2(1--263
Department of Justice, 237 cash fovw265-265
deposit policies, 250-252 livingii1, 265-267
depreciation mavket, 257-258
accelerated, 131 wpe of, 259-261
calculations, 127-133 fiip-rental conversions, 279-281
defined, 125-126 Freddie Mac, 71
half-year convention, 132 free and clear, 63
midmonth convention, 132—133 functional obsolescence, 228
recovery period, 130-133
straight-line, 130-131 G
Depreciation and Amortizasion (form general ledger, 159
4562), 124-135 Ginnie Mae, 70-71, 298
diversification, 66 government-sponsored enterprises
down payment calculation, 87-88 (GSEs), 70-71
due on sale clause, 75-76 greater fool theory, 43—44, 262-263
gross rent multiplier (GRM), 186-188
E growth management laws, 305-306
earned income, 123 growth stocks, 13
earnest money deposit, 220-221, 222
Electoral College, 22-23 H
enrolled agent, 214 half-year convention, 132
entry and exit strategies, 273-276 hazard insurance, 179-182
Equitable Real Estate Investment highest and best use, 54—55
Management, Inc., 3037. homes as investments, 36—39
equity Housing and Urban Development
buildup, 108-109 (HUD), 74, 307 n.

defined, 9 housing market, 184
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illiquidity, 27, 203
impounds, 76-77
income approach, 225, 226-227
income statement, 162
incurred expense, 123
industrial property, 303
inspectors, 221-222
interest
compound, 99-100
computations, 99—103
reductions, 106—-110
significance, 98-99
time value of money, 99-100
Internal Revenue Service (IRS),
156-157, 320
Interstate Land Sales, 307
investment
goals, 309-310
management, 164-165
value, 206
vision, 316-317
irrational exuberance, 35
issuer, 289

L

landlord dilemmas, 240—248

lease options, 85-86, 277279

legal description, 231

level debt service, & 2—100

leverage of cash, 52-65

liability, 161

LIBOR, 80

lifetime cap, 79-81

like-kind exchange, 146-147, 319-331

Like-Kind Exchanges (form 8824),
148-149

limited partner, 284-285

lipstick repairs, 260

liquidity, 27

listing agent, 216-217

loan qualifications, 88

loan-to-value ratio, 86—-87

local market conditions, 44—50

locational obsolescence, 227
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M
market
analysis, 183-184
comparison approach, 225
economy, 16
value, 55-56, 189-191
meeting of minds, 220
midmonth convention, 132-133
modified adjusted gross income, 126
money supply, 70
monthly compounding, 100, 101
mortgage
acceleration, 108—112
adjustable-rate, 78-82
amortization, 83;102-103
assumable, 75
balloon, 82
buy-dowre. 34
firse. 7o
fixed-rate, 77-78
:uterest rate, 75
investments, 297-299
multiple, 112-114
pool, 297-299
refinancing, 90-92
rollover, 82—84
second, 73, 176-177
motivated seller, 17
multifamily residential property,
300-303
Multiple Listing Service (MLS), 217-218

N

National Association of Enrolled Agents
(NAEA), 214

National Association of Home
Inspectors (NAHI), 222

National Association of Real Estate
Investment Trusts (NAREIT), 291

National Association of Realtors (NAR),
33, 34

National Association of Securities
Dealers (NASD), 312

National Council of Real Estate Invest-
ment Fiduciaries (NCREIF), 302
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negative cash flow, 142, 145, 211-212
neighborhood conditions, 170-172
net worth, 162

new home, 32

(o)

nonconformity, 175-176
obsolescence, 227-228

occupancy rate, 193-194

offer, 220-221

offering document, 288

older home insurance, 181-182
ordinary and necessary, 116-117
ordinary income, 137
overimprovement, 5657, 175-180

P
partnership investments, 284-289
Passive Activity Loss Limitation,
128-130

passive investments, 282-284
path of progress, 306
performance, 219-220
personal budget, 211-212
physical obsolescence, 227-228
PITI, 76-77
points, 76
portfolio

expansion, 39—42

income, 282283

loans, 72, 75

management, 64-65
positive cash flow, 144-145
pre-construction market, 11
predatory lending, 11-12
prequalification, 88
primary residence, 122
prime rate, 80
professional help (accounting), 152-153
profit upon sale, 200-201
profitability, 50-52
program, 286
property

conditions, 173-175

flipping market, 270, 273-276

flipping strategies, 271-276
management firms, 255-256
report, 307
proration, 232-233
prospectus, 286—287

Q

quarterly compounding, 100
Quick Books, 163

R

raw land, 304-308

real estate
agents, 215-218
appraisal, 223-229
as a growth fund, ¥-15
attorney, 229-233
basis, 124=125
broker/ 214
bubtle, 271-273
cacu. fiow, 50-52
commercial, 54, 303
conversions, 150
cost of, 94-97
cycle, 15-21
dealers, 267-268
defined, 7
escrow agent, 229-233
ETFs, 294-297
industrial, 54, 303
investment performance,

30-36
investment trust (REIT), 164,
289-293

legal description, 231
long term, 310-314
losses, 124—127
markets, 184—186
mixed use, 5354
multiple, 157-160
negative attributes, 8-9
positive attributes, 8
pre-construction market, 11
profitability, 50-52
questions to ask, 6568
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Realtor, 216 speculation, 9-10, 271-273
residential, 53—-54 sponsor, 289
retirement planning, 314-316 spread, 190-191
rules of thumb, 21-30 State Consumer Protection websites, 307
sales, 137-138 stated loans, 72, 74
seasoned, 15 statement of condition, 248-250
tax benefits, 115116, 138-145, 319 straight-line depreciation, 130-131
timing of transactions, 165170 subject property, 224
Real Estate Research Corporation, 3037. subsidiary record, 158
Real Estate Settlement Procedures Act suitability, 202
(RESPA), 307-308 Supplemental Income and Loss
Reason Public Policy Institute, 3057. (Schedule E), 119-120
reconveyances, 230 supply and demand
recovery period, 130-133 cycles, 20-21
refinancing, 90-92 defined, 15-16
rental of money, 70-72
agreement, 252-255 rental, 58
application, 244-246 sweat equify. 259
conversions, 268-269 syndicaic 235-289
market, 184—185 systeixi design (accounting), 153-157

trends, 57-59

renter’s insurance, 180—182 y

replacement cost, 228-229 tangible asset, 36
reproduction cost, 229 tax
residential property, 300-303 avoidance, 118, 121
retirement planning, 314-316 benefits, 115-116, 138-145
return calculations, 195-290 capital gain or loss, 137-138
return on equity, 197 deferral, 145-149
rights, 7 enrolled agent, 214
risk, 13—14, 204, 209-211 evasion, 122
riskless transaction. 12—13, 69—70 form 4562, 134—135
rollover mortgage, 82-84 form 4797, 139-140

form 8582, 128—130
S form 8824, 148-149
Sales of Business Property (form 4797), like-kind exchange, 146-147,

139-140 319-331

second mortgage, 176-177 ordinary income, 137
secondary market, 70-71 planning, 117
seller financing, 40—41 professionals, 214-215
seller’s market, 46 profit, 192
selling agent, 216-217 schedule D, 141-142
selling group, 288-289 schedule E, 119-120
selling partnership units, 287-289 shelter, 282
semi-annual compounding, 100 strategy, 118-123

specified program, 286 tips for real estate, 319



354

Taxpayer Relief Act of 1997, 2
teaser, 79
tenants
and the law, 236-237
demographics, 237-240
risk, 204
time value of money, 99-100
title company, 230
title insurance policy, 231
total return, 200
Treasury securities, 80

U
urban growth area (UGA), 306
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vacancy rate, 47—48

vacancy risk, 209-211

value factors, 52—57

value setting methods, 186-189

w
weighted average, 113

Y
yield, 199-200















