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tenant, 185, 188, 189
types, 179, 185
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182–184
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investment, 133–134
mortgage, 134–135

Bargain renewal option, 60
Bill–back, 57, 82, 90
Bonds, 18, 30, 34, 37, 69, 136
Brokerage, 169
Broker’s commission, 51, 66–67, 86–87, 141
Buildings, 1–5, 9, 15, 19, 23, 25, 30, 149
Budget, 9, 93, 103–107, 109–112, 156,

158,161
Building improvement, 25, 101, 111, 182

Capital, 2, 19–20, 30–31, 33, 45–46,
133, 144

Capital expenditure, 99, 105–106, 111, 122.
See Capital improvement

Capital improvement, 65, 92, 95, 105–106,
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Capitalization rate, 9, 126
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Cash flow(s)

Discounted, 122, 125
from financing activities, 32, 34
from investing activities, 32, 34, 36
from operating activities, 32, 35

Cash equivalent, 18, 27, 31
C Corporation, 44–45
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Certified Public Accountant (CPA), 10, 185
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A, 3–4
B, 3–4
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Closing costs, 82, 88, 138, 140, 159–160
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Condominium, 3, 10, 12, 114, 165–167, 174
Consolidation method, 143, 148
Contract, 10, 49–50, 65, 71–72, 162,

164–165, 176–177
Controller, 10
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Corporation(s)
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definition, 44

Cost approach, 129
Cost method, 143–144
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Creditor, 10, 15, 17, 42
Credit unions, 134–135

Debtor, 10, 13, 15
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105–106,133–140, 142, 184
Debt agreement, 137
Debt service, 10, 11, 14, 106
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Depreciation, 11, 13, 25, 28, 31, 34–35, 74, 92,
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Development stage, 153, 156, 161
Direct capitalization, 122, 126
Discount center, 5, 7
Discount rate, 12, 73, 75–76, 122–123,

125–126
Dividend, 11, 14, 31–33, 37, 44
Double entry, 17, 24
Down payment, 137–139

Early repayment option, 138–139
Effective gross income, 11, 123, 125
Eminent domain, 11
Equity, 9, 11, 14–15, 18–19, 26–27, 30–33

44–45, 133–137, 144–146, 154
Equity method, 143–146
Entrepreneurship, 2
Executive summary, 103
Expenses, 13, 18, 20, 22, 24–25, 27–28, 34,

51–60, 69–70, 81–82, 84–85, 91–95, 104,
106, 110, 111, 124–125, 185, 187

Extraordinary items, 18, 21, 27

Fair market value method, 143, 147
Factors of production, 2
Federal tax, 22–23, 42, 90
Federal tax code, 22
Financial Accounting Standard Board, 18–19,

49, 69, 163
Financial statements, 22, 26, 59, 146, 148,

179–181, 185–186
Financing cost, 11, 93, 105, 141–142, 158–161
Foreclosure, 11
Full accrual method, 163
Funds from operation, 11
Furniture, 6, 9, 18, 25, 131
Future value, 11

Gain(s), 18, 21, 27–29, 35, 133, 144, 148
Generally accepted accounting principles

(GAAP), 22–23, 60, 65, 69, 90, 99, 142,
145, 153–154,156, 163

Gentrification, 12
Gross building area, 12
Gross rentable area, 12
Guaranty, 138, 140, 159

Hotel(s)
full–service, 5, 8
boutique, 5, 8
extended stay, 5, 8

HVAC, 4, 82, 85, 90, 92–94, 104

Improvement(s), 1, 2, 65, 92, 95, 97–101,
105–106, 111, 123, 131, 151, 182, 188

Income approach, 122
Income statement, 12, 13, 26–27, 75, 78, 82,

85
Inflation, 12
Inflation risk, 12
Initial direct cost(s), 12, 74
Installment method, 163
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Insurance, 15, 18, 20–21, 25–26, 72, 82,
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124–125, 134–135, 156–157, 187
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Internal rate of return (IRR), 12, 122
Interest, 10, 12, 14–15, 20, 24, 38–29, 31–35,

73, 76, 78–81, 92, 104, 106, 135–139,
142, 184

International financial reporting standard,
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Inventories, 18, 120
Investment, 18, 30, 34–36, 39–40, 45–47, 104,

110, 121, 133–138, 143–147
Investment Company Act of 1940, 137
Investors, 17, 39–41, 46–47, 118, 121, 180

Joint ventures, 28, 31, 34–36, 41, 43, 145
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83, 98–99, 151, 165, 170–173, 175

Kick–out right, 147

Labor, 2, 177
Land, 1–4, 9, 15, 19, 21, 25, 30, 117, 128–129,

148, 157, 182
Lease

base year, 52, 56
classification, 50–51
definition, 12
fixed base, 54–55, 62
gross, 52,60–61
liability, 13, 70–81, 98–99
net, 52–53, 62
term, 9,13–14, 22, 56, 67, 70, 73, 75,

78, 151
termination, 65

Lease incentive, 73, 97–98, 100–101, 105–106,
111, 183

Leasing cost(s), 25, 36, 53, 86, 105–106
Ledger, 17, 26, 105, 186–188
Legal fees, 74, 86–88, 93, 104, 106, 111,

141–142, 154, 182
Lender(s), 133, 137–138, 180
Lessee, 13, 49–51, 60, 65, 68–70, 75, 77–78, 99
Lessor, 13, 49–51, 60, 65–66, 68,81, 98
Liabilities

accrued, 183
current, 13, 27, 30
defined, 13, 19,
long–term, 13, 27, 30
unrecorded, 183

Lien, 13

Life insurance firm, 134–135
Lifestyle center, 5, 7
Limited liability companies (LLC), 41, 44–46
Loan,

amount, 138
assignment, 138, 140
closing cost, 82, 88–89, 159–160
commitment letter, 13
conventional, 137
default, 138–139
maturity date, 138–139
payable, 19, 160, 184
points, 141
service payment, 138–139

London stock Exchange (LSE), 44
Loss, 13, 18, 21, 27–28, 31–33, 35
Luca Pacioli, 17

Market analysis, 113
Market research, 113
Market value, 121
Mezzanine debt, 136
Minimum lease payment, 60
Mortgage, 13
Mortgage real estate investment trusts,

134–135
Motel, 5, 7–8
Multifamily properties, 2
Multiple components, 49, 71

Nasdaq, 44, 147
Net income, 13, 27, 29, 33, 35
Net loss, 13, 27
Net operating income (NOI), 9–10, 13, 111,

124–125
Net rentable area (NRA), 14
New York Stock Exchange (NYSE),

44, 147
Nonrecourse, 138, 140
Note, 18–19, 30–31
Notes receivable, 18, 30

Operating cost(s), 82
Operating expenses gross-up, 58
Origination fee, 140–141, 159
Outlet, 5, 7

Participating rights, 146–147
Partnership

characteristics, 42
defined, 41
general, 42, 145
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Participating rights (continued)
limited, 43, 146
types, 42

Percentage rent, 20
Percentage-of-completion, 184
Performance obligation, 164–167, 172,

174–178
Prime rate, 14
Population, 115
Post-development stage, 153, 161
Power center, 5, 7
Pre-development stage, 153, 154–155
Preferred equity financing, 136
Prepaid

assets, 18, 25, 30, 84, 160–161
expenses, 25, 31, 35, 182
insurance, 18, 25, 26, 86, 182
rent, 18, 23
taxes, 18, 83

Present value, 14
Purchase price allocation,

148–149, 151

Ratio
debt coverage, 10
loan-to-value, 13

Real estate, 1
Real Estate Investment Trust (REIT), 46
Recourse, 138, 140
Recoveries

operating expenses, 51, 184
property tax, 20, 93, 110, 184

Reduced-profit method, 163
Renewal option, 60, 138, 140
Rent

base, 20, 28, 53–55, 91, 110
contingent, 59
definition, 14
straight-lining, 60

Reserve for doubtful receivables, 23
Residential property, 2
Retainage, 14
Retained Earnings, 14, 19, 30,
Revenue, 18, 20, 24, 27–28, 49–50, 105, 110,

124–125, 163
Right-of-use asset, 14, 70–81, 97

Sales and use taxes, 82, 89, 188
Sales comparison approach, 122, 127
Savings and loan associations, 134–135
S Corporation, 44–45

Secured interest, 14
Securitization, 14
Shopping center

community, 5, 6
neighborhood, 4, 6
regional, 5, 6
superregional, 5, 6

Sole proprietorship, 20, 22
Specialty center, 5
Statement of cash flow, 14, 26, 32
Statement of changes in shareholders’ equity,

15, 26, 32
Stocks

common, 19, 30–31, 33
preferred, 19, 31
treasury, 19, 30, 32–33, 37

Strip commercial, 5, 7
Sublease

definition, 15, 67, 98

Tenant improvement, 7, 98–101, 106
Tenant inducement, 97

See Lease
incentive

Theme center, 7
Time value of money, 15
Title, 15
Title insurance, 15
Topic 606, 49, 163–164, 166, 174, 176
Topic 840, 69
Topic 842, 49–51, 60, 65, 69–72, 99
Townhouse, 15
Transfer taxes, 141
Transportation, 116

Unearned revenue, 19, 30
Underwriting, 15
Uniform Partnership Act (UPA), 41

Value
as if vacant, 149
above and below market lease, 149
of in-place lease, 149
of tenant relationships, 149

Valuation, 121
Variance analysis, 109

Workout, 15

Zoning, 15, 117, 154
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