lnc]ex

A
Abstract of title (title report), 201
Accredited Management Organization
(AMO) Directory, 209
Addendum clauses (leases):
common area maintenance,
227-229
demolition, 232
function of, 224, 227
percentage-of-sales, 230-232
relocation, 232
Adjustable-rate mortgage (ARM),
181-182
Advertisements:
for auctions, 135, 136, 174
for private sales, 137
as property source, 129-130
of property vacancies, 220, 221
Agreements. See also Contracts; Leases
dispute resolution clauses in, 142
for investment clubs, 111
loan, 169-170, 201-202, 203 (see
also Mortgage)

partnership, 115, 116, 260
percentage-of-sales, 227, 230-232
relocation, 227, 232
signing, 265
validity of, 224
Agriland Exchange, 136
All-risk insurance policy, 216
A. M. Best ratings, 217
American Bureau of Auction Market-
ing Exchange (ABAMEX), 136
Amortization:
definition of, 170
of real estate debt, 29-30, 93, 105
in tax calculation, 251
Anchored shopping centers:
as investments, 63—-67
tenants of, 227
Annual reports (corporate), 118
Apartment complexes:
brokers for, 123
as investments, 37-49, 104-108,
238-241
landlord responsibilities for, 218
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Apartment complexes (Continued):
lease types for, 226
preparing for occupancy, 222
as renovation properties, 236-238
sample lease document, 278-281
Appraisal Institute, 141, 166
Appraisals, 139-142, 169. See also
Evaluating properties; Property
inspection
Appreciation:
calculating, 94-95, 251
of property values, 26, 30, 73, 92, 100
tax on, 252, 255
Arm’s-length transaction, 156
Art, as investment, 7, 22
As-is transactions, 56, 71
Asking price, 158
Assemblage:
definition of, 242
as investment, 242-248
Assets. See also specific assets
as consideration, 200
depreciation of, 253
liquidity of, 7, 15
of partnerships, 116
when to buy, 91
Assumable mortgage, 189, 201
Attorneys:
in agreement signing, 265
in closing process, 199, 200, 201
in contract preparation, 160
for corporations, 117
in foreclosures, 173
functions of, 122, 154
for investment clubs, 112, 113, 114
loan commitment and, 169
Auctions:
of foreclosures, 131, 173-174
function of, 135-136
online, 136

B

Balloon mortgage:
description of, 176-177
sample document, 272-273

Banking laws, 193

Bankruptcy, 174

Banks:
as foreclosure sources, 132
function of, 122
group investing and, 112
interest rates and, 85-86, 164-165,
181
liability of, 168
lockbox systems at, 213-214
mortgages from, 193
profit making by, 87-89, 165
property appraisals by, 140
for property improvement financ-
ing, 223
savings accounts and, 164
types of, 85
Bartering, 16, 17
Block-front, definition of, 242
Board of directors, 117
Boilerplate leases, 225, 227
Bonds:
government, 57-58
as investments, 7, 19-20
liquidity of, 19, 20
maturity of, 18-19
Brokers. See also Real estate brokers
banks as, 86, 189
for buyers, 124, 126-127, 128
exclusive, 221
insurance, 123, 217
mortgage, 122-123, 194, 198
for negotiating, 158
for sale leasebacks, 138
for sellers, 123-124, 126-128
for tenants, 210, 221
Build-outs, 82, 134, 237
Build-to-suit properties:
as investments, 61-62
preparing for occupancy, 223
Business lease (sample document),
275-277
Business owner’s policies (BOPs),
216
Buyers:
brokers representing, 124, 126-127,
128
at closing, 200, 203
fees paid by, 204, 205
Buy-sell clauses, 116



C
CAM contributions, 228
Capital gains tax:
on apartment sale, 40
on limited liability companies, 119
long-term leases and, 184
in 1970s, 42
seller financing and, 195,
196-198
Capital growth, 27
Capital improvements:
definition of, 217-218
to foreclosure properties, 134
management company oversight of,
210, 220
taxes and, 257-259, 263
for tenants, 222, 224, 259
Capitalization of income property ap-
praisals, 144, 150-152
Capitalization rate:
definition of, 58
mortgage payments and, 181
of net leases, 57-58
in property appraisal calculation,
150-152
of sale leasebacks, 186
Career preparation, 8
Carrying a home, 36, 235
Cash:
function of, 16-17
reserves of, 7, 12, 16, 179
Cash flow:
calculating, 92-94
debt service and, 98
interest on, 95
loan default and, 89
for managed properties, 211
of real estate investment, 25, 91, 92,
100
rural land investments and, 51
in sale leasebacks, 137
Cash on cash return, 29, 58, 96
C corporation:
for property management, 233
taxeson, 118, 261-263
Certificates of deposit (CDs), 7, 18, 86
Certified property manager (CPM),
234

Index 291

Certified public accountant (CPA):

functions of, 122
for group investing, 112, 113,
114

Cities:

growth of, 13-14

rebuilding neighborhoods in,
238

retail space in, 69

Closing:

broker role in, 123-124
costs of, 112, 204-205, 235
documents for, 201-204
function of, 200
participants in, 200
preliminaries to, 199, 201
sample settlement statement,
268-269
setting date for, 162, 169
time-of-the-essence, 80, 81
Co-brokerage, 127
Collateral:
bonds as, 19
collectibles as, 22
in stock trading, 97
Collectibles, as investment, 7, 22
Commercial banks:
function of, 85-86
mortgages from, 193
Commercial properties. See also specific
types
brokers for, 123, 126-129
cash flow of, 92
in cities, 14
closing for, 200, 202
depreciation life of, 253
down payments for, 69, 161
finding, 138
group investment in, 103-104
inspection of, 160
lease negotiation for, 158-159
occupant ownership of, 242-243
return on, 96-97
risk in, 143
sample lease document,
275-277
taxes on, 40, 240, 252-259
zoning for, 53, 54, 59-61, 239
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Commissions:
determining, 121, 126-128
to management companies, 210,
214-215
to rental brokers, 221, 222
seller-paid, 124, 125, 200, 203
splitting, 124, 127
Commitment fee, 169
Common area maintenance (CAM):
as lease addendum, 227-229
for office buildings, 226
responsibility for, 218-219
for warehouse/storage space, 71
Community Reinvestment Act, 193
Comparable sales property appraisals
(COMPS), 144, 145-146
Compound interest, 26-28
Comprehensive insurance policies,
215, 216
Condominiums, 238
Condominium stores, 69
Consideration, 200
Contract for sale and purchase (sample
document), 266-267
Contractors, for renovations, 236-237
Contracts:
versus deeds, 83
with management companies, 208
preparation of, 154, 158, 160-163
reneging on, 126, 162
review of, 124
Corporations:
for property management, 233
taxes for, 117-118, 261-264
Cost of living adjustments (COLAs):
net leases and, 55, 59
sale leasebacks and, 188
shopping centers and, 67
Counteroffer, definition of, 156
Credit checks:
on borrowers, 165, 169
on tenants, 56, 107, 222
Credit ratings, 56

D
Debt instruments, 18-19
Debt restructuring (reorganization), 174

Debt service:
definition of, 38, 92
in income analysis, 167, 168
managing, 96, 98
Deed:
at closing, 200, 201
versus contract, 83
in lieu of foreclosure, 131
recording, 146, 203, 204
as renovation property cost, 235
sample document, 270
warranty (sample document), 271
Deed of trust documents, 201, 203
Deficiency judgment, 88-89, 129, 131,
170, 172
Delinquent rent, 214
Demolition clauses, 232, 239
Department stores, as shopping center
anchors, 63
Depreciation:
on apartment complex, 40
on build-to-suit costs, 62
calculating, 253
of investment property, 30, 106
on IRS Form 1040, 260
in replacement cost appraisals, 149
taxes and, 116, 246, 253-259, 262,
264
Depression, definition of, 75
Development:
of exurban land, 51
life cycle of, 13-15
location and, 35
in municipalities, 239
in net lease deals, 56, 60
Dispute resolution, 142
Dividends:
average amount of, 94
from C corporations, 261
from pension plans, 9
on real estate investment trusts, 28,
29
to shareholders, 21, 117
taxes on, 118, 263
Documents (samples):
apartment residential lease,
278-281
balloon mortgage, 272-273



business lease, 275-277
contract for sale and purchase,
266-267
deed (indenture), 270
installment note, 274
settlement (closing) statement,
268-269
warranty deed, 271
Double taxation, 118, 119, 261, 263
Down payments:
amount of, 46
avoiding, 248
comparison chart, 73
in contract, 160-161
in creative financing, 125
group investment and, 103,
111-112
other people’s money for, 48
and price downturns, 87-88
for residential properties, 40, 252
return on investment and, 4, 31, 58
for strip malls, 69
for warehouse/storage facilities, 72
Drugstore chains:
as retail tenants, 227
as shopping center anchors, 63
Due diligence, 124

E
Economic cycles:
explanation of, 74-76
lending and, 85-89, 90
predicting, 91
speculation and, 77-84
Electrical lines:
depreciation of, 256
in high-rise buildings, 49
inspection of, 166
in office buildings, 70
Elevators, depreciation of, 257
Empire State Building, 55
Engineer, for property inspections,
122, 160, 163
Environmental inspections, 124, 160,
163, 166, 168
Equity:
building, 252

293

Index

future, 26
in home ownership, 11-12
loss of, 87-88, 99-100
negative, 88-89, 171
refinancing and, 3, 25
Equity loan, 183
Escalations (rent), 227, 229
Escrow:
in closing documents, 203
definition of, 161
as mortgage requirement, 170
Estate sales, 137
Estimating:
build-to-suit costs, 61
depreciation, 139, 149
expenses, 139
profit and loss, 214
property values, 142
replacement cost, 146-150
European Common Market, 24
Evaluating properties:
capitalization of income approach,
144, 150-152
comparable sales approach, 144,
145-146
inspection for, 139-142
new versus used, 142-144
purpose of, 154
replacement cost approach, 144,
146-150
Evictions, 133, 214
Expense stop, 228
Extraordinary Popular Delusions and the
Madness of Crowds (Mackay), 77
Exurban areas, investment land in, 50,

51-52

F

Federal Deposit Insurance Corporation
(FDIC):

banking crisis and, 86
bank relationship to, 85
properties for sale by, 135
savings accounts insured by, 15-16,
17
Federal funds overnight rate, 164
Federal Home Loan Bank, 181
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Index

Federal Housing Administration
(FHA), 132, 161
Federal National Mortgage Association
(Fannie Mae), 132, 161
Federal Reserve:
economic influence of, 75
function of, 16
interest rates and, 164, 181
Federal Savings and Loan Insurance
Corporation (FSLIC), 86
Fees. See also Commissions
for assumable mortgage, 189
at closing, 200, 204, 205
commitment, 169
for deed recording, 146
in foreclosures, 173
to insurance adjusters, 216
for long-term bank loans, 86
for management company, 207,
210, 233
for mortgage broker, 122, 198
negotiating, 127
for referrals, 130
for refinancing, 177-178
Financing. See also Lenders; Loans;
Mortgage
acquiring, 47
for anchored shopping centers, 49
in contract contingency clause, 160,
162-163
conventional, 126, 161
creative, 125-126
for high-rise apartments, 49
interest rates for, 164-165
long-term leases and, 183-185
options to buy and, 185-186
for personal home, 35
for property improvements, 223
sale leasebacks and, 137-138,
186-189
through seller, 195-198
Finding properties:
advertisements, 129
auctions, 135-136
foreclosures, 131-134
government agencies, 134-135
online resources, 121, 129-131
private sales, 136-137

real estate brokers, 121-129

sale leasebacks, 137-138

word of mouth, 130-131
First-time home buyers, 161
Fixed-rate mortgage, 96, 177-181
Fixer-upper properties, 219, 235, 262
Flooring, depreciation of, 256-257
Foreclosures:

circumstances of, 170-174

costs of, 89

in economic downturn, 77, 87, 100

finding, 129, 131-134

by private lenders, 194

for tax nonpayment, 170
Foreclosure World, 134
Forms of ownership:

corporation, 117-118, 261-264

individual, 113-114, 260

joint, 113-115, 260

limited liability company, 119, 264

partnership, 115-116, 260-261

G
Garden apartments, as investments,
47-48, 104-108
Gates, Bill, 21
General Services Administration
(GSA), 135
Gentrification, 14, 91, 238
Good-faith deposit, 160-161, 163, 224
Government bonds, 19
Government surplus properties,
134-135
Great Depression, 75
Greater fool theory, 74
Greenspan, Alan, 16
Gross leases, 225-226
Group investments:
anchored shopping centers as, 64,
67
balloon mortgages for, 176
clubs for, 108-113
credit check for, 165
example, 104-108
forms of ownership for, 113-119
managed properties as, 211
management by, 233



net leases as, 59
reasons for, 103-104

H
Heating, ventilation, and air condi-
tioning (HVAC):
after-hours costs of, 224
in apartment buildings, 106
depreciation of, 256-257
inspection of, 166
maintenance responsibility for,
218
in office buildings, 70
replacement program for, 219
High-rise apartments, as investments,
48-49
Home ownership:
first-time, 161
as investment, 9-12, 35-37,
249-250
tax benefits of, 250-252
Homes:
brokers for, 123
financing for, 35
as renovation properties, 235
Horn & Hardart, 56-57

I
IBM, 21
Income analysis, 166-167
Indenture. See also Deed

sample document, 270
Individual ownership, 113-114, 260
Inflation:

bonds and, 20

cash and, 16

curbing, 75

definition of, 17

interest rates and, 19, 78, 164

net leases and, 59

precious metals and, 23, 24

property depreciation and, 30

real estate and, 25

rents and, 229, 230

savings accounts and, 18
Inspection contingency, 162
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Installment note (sample document),
274
Installment sale of property, 160, 196
Institute of Real Estate Management
(IREM), 209, 233
Insurance:
on bank savings accounts, 15, 17, 18
on collectibles, 22
comprehensive, 215, 216
on garden apartments, 48
liability, 114, 116, 215, 216
life, 116
through management company, 233
need for, 9
on net lease properties, 55, 226
on professional property services,
219
ratings of, 217
on renovation property, 235
term mortgage, 10
title, 161, 169, 170, 203
umbrella policy, 114, 216
on warehouses, 71
Insurance adjusters, 216-217
Insurance brokers, 123, 217
Insurance companies:
as foreclosure sources, 132
as lenders, 86, 87, 193
property appraisals by, 140
title, 161, 200
Interest:
on bonds, 19, 20
compound, 26-28
in foreclosures, 173
function of, 164
in mortgage payment, 170
paid/collected by banks, 85, 86, 87
on real estate cash flow, 95
on savings accounts, 17, 18
on self-liquidating mortgage,
175-176
on seller-financed properties, 195,
196
simple (straight), 27
tax-deductible, 11, 199, 250, 252
Interest rates:
adjustable, 181-182
for balloon mortgages, 176
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Interest rates (Continued):

controlling, 75

fixed, 177-181

inflation and, 19, 78, 164

for money market accounts, 112
for mortgage versus savings, 164
in 1970s, 31

in 1980s, 78

prime, 57-58, 97, 182

from private lenders, 195

Internal Revenue Code (IRC):

estimated useful life of assets, 253,
259

Installment Sale Rule, 196

paragraph 1031, 160

pension plan withdrawals, 9

taxes on Real Estate Investment
Trusts, 28

Internal Revenue Service (IRS):

capital improvements and, 263
depreciation and, 116, 253
double taxation and, 118

Form 1040, 260-261, 263
Form 1065, 260

Form 1120, 261

Form 1120 S, 264

Form 4562, 260

Form K-1, 115, 118, 260, 261, 264
partnerships and, 115, 260-261
real estate closings and, 160
tax law changes and, 36

build-to-suit as, 61-62

collectibles as, 22

foreclosures as, 132-134

group, 59, 103-104

home ownership as, 9-12, 34-37,

249-252

land as, 49-54

long-term, 76, 84

long-term leases as, 183-185, 227

net leases as, 54-61, 226-227

in new construction, 142-144

office buildings as, 70-71

precious metals as, 23-24

profit versus risk in, 15-16

real estate as, 3, 7-8, 24-29, 72-73

shopping center as, 63-69

stocks as, 7, 20-21

warehouse as, 71-72
Investment clubs, 108-113
Investment examples:

anchored shopping center, 64-66

apartment buildings, 31-33, 42-44,

45-47, 236-238

group, 104-108

land, 53-54

net lease, 59-61

New York tenement, 238-241

office building foreclosure, 79-84

retail outlet, 241-242

Tribeca assemblage, 242-248
Investment strategy, 76

International BOMA, 109-110
International Council of Shopping

Centers (ICSC), 110 J
Internet: Joint ownership, 113-115, 260
as broker source, 128-129 Joint ventures, 114-115, 260

for comparable sales information, 145
for finding tenants, 221

as foreclosure source, 132, 134 L
for government surplus, 135 Land:
for management company informa- brokers for, 123
tion, 208, 209 depreciation of, 257
mortgage process via, 195 evaluating, 146-147, 239, 240
private sale listings on, 137 as investment, 49-54
as property source, 129-131 leasing of, 54-61, 226
Investment: Landlords:
apartment complex as, 37-49 commercial property owners as, 206

bonds as, 7, 19-20 of condominiums, 238



lease addenda and, 227-232
lease types and, 225-227
responsibilities of, 218, 224, 227
in tenant negotiations, 221, 222,
232
Leases:
addendum clauses to, 224, 227-232,
239
apartment (sample document),
278-281
back to sellers, 137-138, 186-189
business (sample document),
275-277
categories of, 225-227
definition of, 223, 232
information included in, 223-224
long-term, 183-185, 226
negotiating, 158-160, 214, 225
net, 54-61, 71
tenant specifications in, 222, 223
Lenders. See also Banks; Financing
at closing, 200
foreclosures by (see Foreclosures)
interest paid/charged by, 164-165,
182
loan forgiveness by, 172
for mortgages, 192-199
real estate taxes and, 170
requirements of, 165-166, 168
types of, 86, 87, 192-199
Lending. See Loans
Lessee, 184, 223, 224, 232
Lessor, 223, 224, 232
Letter of intent, 79-80
Leverage:
calculating, 25-26, 95-99
disadvantages of, 99-100
as investment advantage, 73
of net leases, 56, 58
as profit source, 92
tax benefit of, 254-255
Liability:
in corporations, 117-118
in limited liability companies, 119
in partnerships, 115-116
in property ownership, 114, 219,
260
Liability insurance, 114, 116, 215, 216
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License acquisition (real estate),
233-234, 241
Lien:
buyer of, 170
definition of, 165
function of, 169
second mortgage and, 183
in title history, 201, 203
Limited liability company (LLC), 119,
233,264
Limited partnerships, 116, 261
Liquidation, 174
Liquidity:
of bonds, 19, 20
of collectibles, 22
definition of, 15
lack of, 7, 8
of real estate, 7, 25, 30
of real estate investment trusts,
29
through refinancing, 3, 25
of savings, 15, 17
of securities, 7, 8
of stocks, 20, 21, 24
Loan agreement, 201-202, 203
Loans. See also Financing; Lenders;
Mortgage; Other people’s money
(OPM)
collateral for, 19, 22
deficiency judgments and, 88-89,
129, 131
in economic cycle, 90
equity, 183
federal guarantees on, 161
finding sources for, 124
formal commitment for, 162,
169
maturity of, 177
for new construction, 142
note holders for, 131, 133
payment of (see Debt service)
payotf of (final), 170
personal guarantees on, 174, 201
prepayment penalties for, 178
profits from, 87-89
real estate versus stock market,
97-99
types of, 85-86
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Location:
of garden apartments, 49
importance of, 31, 34, 35
of office buildings, 70
of sale leaseback properties, 188
selecting, 91
of storage facilities, 72
of strip mall, 68
Loss reserves, 87, 89

M

Maintenance. See Common area main-

tenance (CAM); Professional
management companies; Repairs
Major tenants, 63, 117, 223
Management:
comparison chart, 73
computer software for, 212
of condominium stores, 69
of debt service, 96, 98
of foreclosures, 132, 134, 172
of group investment property, 107
of net lease properties, 55, 56, 58
of office buildings, 70, 71
professional (see Professional man-
agement companies)
of real estate versus stocks, 30
of residential properties, 41, 45, 49,
210
of shopping centers, 63-67, 68
taking over, 233
of undeveloped land, 52
of warehouses/storage facilities, 71,
72
Margin (stocks), 97, 98, 111
Margin call (cash call), 98-99
Marketing of property vacancies,
220-221, 225
Market value, 156
Master lease, 184
Master tenant, 184, 185
Maturity of loan, 177
Merrill Lynch Cash Management Ac-
count (CMA), 112
Microsoft, 21
Middle class, rise of, 13-14

Mom-and-pop retail tenants, 117
Monetary policy, 16, 78, 181
Money. See also Cash
paper, 16, 23
strength/weakness of, 74
time value of, 78
Money market accounts:
at commercial banks, 86
for investment clubs, 112
for rent collections, 213
as savings, 18
Money supply:
in economic cycle, 75
inflation and, 16, 17
interest rates and, 164, 181
Monthly payment rates, 179-181
Mortgage:
adjustable-rate, 181-182
amortization of, 29-30
amount of, 10, 11
assumability of, 189, 201
balloon, 176-177, 272-273
buying, 189-192
closing documentation of,
201-202
commitment for, 162, 164, 169
in creative financing, 125
fixed-rate, 96, 177-181
foreclosure on (see Foreclosures)
income analysis for, 166-167
interest-only, 92-93
interest rates for, 164
paying off, 170, 174, 177
for renovation property, 235

requirements for, 165-166, 168-169

risk with, 19
sale of, 189
second, 182-183
sources of, 192—-199
taking over, 70, 105
terms of, 169-170
Mortgage broker, 122-123, 194, 198
Mortgage Center, 128
Mortgagee, 165, 170
Mortgagor, 165, 169

Movie theaters, as shopping center an-

chors, 63



N
National Association of Investors Cor-
poration (NAIC), 109, 111
Nazi Germany, inflation in, 17
Negative equity, 88-89, 171
Negotiation:
broker role in, 124, 125, 198
contract preparation and, 160-163
of leases, 158-160, 214
preparation for, 154-155
process of, 156-158, 163
of professional fees, 127
of rents, 221
Net leases:
as investments, 54-61, 71
terms of, 226-227
New construction:
demolition for, 232, 239
as investment, 142-144
Newsletters, foreclosure listings in,
132
New York City:
apartment buildings in, 106, 238
expansion of, 14
property values in, 241
rental market in, 221
rent levels in, 240
Nicholson, George A., 109
No-money-down deals, 248
Note holder, 131, 133
Notes:
installment (sample document), 274
as investments, 19-20
maturity of, 18
Notice of foreclosure, 173

o

Office buildings:
brokers for, 123
as investments, 70-71
landlord responsibilities for, 218
lease types for, 226
preparing for occupancy, 222
speculation example, 79-84

Office of Price Administration (OPA),

16
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O’Hara, Thomas, 109

Oil, price of, 78-79

Options to buy, 185-186

Other people’s money (OPM), 25, 29,
73, 87, 97. See also Leverage

Ownership. See Forms of ownership;
Home ownership

P
Panic selling, 84, 87
Paper money. See also Cash
versus precious metals, 23
value of, 16
Parking lots:
maintenance responsibility for, 218
replacement program for, 219
Partners, definition of, 264
Partnership agreement:
for group investing, 111, 115, 116
income/loss division and, 260
Partnerships, 115-116, 233
Pension plans:
as foreclosure sources, 132
as investments, 9
as lenders, 86, 87, 193, 199
through management companies,
233
Percentage-of-sales agreements, 227,
230-232
Phase I Environmental Inspection,
166, 168
Plumbing:
depreciation of, 256
in high-rise buildings, 49
inspection of, 166
Precious metals, as investment, 23-24
Prepayment penalty, 178
Price controls, 16
Prices:
asking, 158
at auction, 135, 136
in contracts, 160
in economic cycle, 74-75, 87
of foreclosures, 132
of low-rent properties, 143
for real estate, 76, 124, 128
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Prices (Continued):
speculation and, 77-78, 84
target, 155, 156
Prime rate, 57-58, 97, 182
Private-party lending, 194-195
Professional management companies:
careers with, 233
fees charged by, 210
finding, 207-208, 209
leases handled by, 214-215
maintenance responsibilities of,
218-220
marketing responsibilities of, 220
monthly report from, 210-212
for novice investors, 207
rent collections by, 209, 213-214
setting up, 233
Property. See also Real estate; specific
types
capital improvements to, 210,
217-218, 220
depreciation of, 30, 40, 62, 106,
116, 149
insurance on, 215-217
liquidation of, 174
preparation for occupancy, 222
renovation for resale, 235-238
repairs to, 217-219
replacements to, 217, 219-220,
257-258
service component depreciation for,
256-257
survey of, 124, 166, 169

Property inspection. See also Evaluating

properties
confirmation of, 124
contract contingencies on, 162
engineer for, 122, 160
environmental, 160, 163, 166, 168
for mortgage qualification, 166, 169
process of, 139-142
Property records, 170, 183, 203. See
also Deed
Property values:
by appraisal, 140-142
appreciation of, 26, 30, 73, 92,
94-95, 100, 251
by assessment, 140

drop in, 88, 99-100, 171-172

fluctuation of, 30

for insurance, 215

knowledge of, 79

of land, 239, 240

as negotiation basis, 154

for office buildings, 70

replacements/improvements and,
220

of sale leasebacks, 138, 188

seller financing and, 196

for shopping centers, 67

Purchase Money Mortgage (PMM),

160

Real estate:

in bad versus good markets,
125-126

build-to-suit, 61-62

comparison chart, 73

contract versus deed for, 83

evaluating (see Evaluating proper-
ties)

financial planning and, 8-12

financing (see Financing)

finding (see Finding properties)

fixer-upper properties, 219, 262

getting started in, 31-32

history of, 13-14

as investment, 3, 7-8, 24-30, 72-73,
84, 100, 249

land as, 49-54

liquidity of, 7, 25, 30

location of, 34, 35, 49, 91

management of (see Management)

net leases in, 54-61

new construction as, 142-144

office buildings as, 70-71, 79-84

prices for, 76-77

profit potential of, 4, 37, 92

property renovation in, 235-238

residential, 35-49, 210

return on, 91, 94

shopping centers as, 63-69

as supplemental income, 241

value of, 15



warehouse/storage facilities as,
71-72
Real estate brokers:
compensation for, 126-128, 215
as foreclosure source, 132
function of, 113, 121-126
licensing for, 233-234
online, 128-129
research through, 138
Real estate investment trusts (REITs),
28-29
Real estate taxes:
at closing, 202, 203
escrow payments for, 170
on home, 250, 252
municipal services paid from, 240
under net lease, 226
Real interest rates, 78
Reasonable market rate of return, 156
Recession:
definition of, 75
equity in, 88
Refinancing:
advantages of, 3
liquidity through, 3, 25
negotiating, 177-178
Regional retail tenants, 117
Registered agent, 118
Regulations:
for banking, 86, 193
build-to-suit compliance with, 62
of foreclosures, 173
of local rents, 48, 232
for real estate, 225, 233
Relocation agreements, 227, 232
Renegotiation, 158-159
Renovation properties, 235-238, 262.
See also Build-outs; Fixer-upper
properties
Rent:
adjusting, 100
advertising, 221
build-to-suits and, 61-62
collecting, 41, 72, 213-214
definition of, 223
determining, 144, 225
increasing, 227, 229
in lease, 224
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negotiating, 159, 227
for office buildings, 70
in property income analysis, 167
property value and, 143
regulation of, 48, 232
in sale leasebacks, 138, 187-188
for subleasing, 183-184
subsidized, 106-107
tenant improvements and, 222
vacancies and, 87
Rental properties:
apartments as, 37-49, 104-108,
123, 222, 226
build-to-suit, 61-62, 223
collections management for, 209
long-term lease arrangements,
183-185
marketing of, 220-221
net lease arrangements, 54-61
office buildings as, 70-71, 82, 218,
222,226
operating costs of, 225-226, 229,
258
purchase prices of, 143
retail space as, 63-69, 123, 218, 223
rural, 50, 53-54
sale leasebacks as, 137-138,
186-189
shopping centers as, 63-69
vacancies at, 220-221
warehouse/storage facilities as,
71-72
Rent control, 49
Repairs to property, 217-219
Replacement cost property appraisals,
144, 146-150
Replacements to property:
depreciation of, 257-258
responsibility for, 219-220
Repossession, of rented storage space,
72
Required net income, 144
Residential properties:
depreciation life of, 253
down payment on, 40
as investments, 35-49
management of, 41, 45, 49, 210
preparing for occupancy, 222
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Residential properties (Continued):
for senior citizens, 54
taxes on, 240
zoning for, 239
Retail space:
brokers for, 123
as investment, 63-69, 214-242
landlord responsibilities for, 218
net leases for, 226
percentage-of-sales agreements for,
230-232
preparing for occupancy, 223
Retirement plans. See Pension plans
Return on investment (ROI):
for apartment complex, 39, 40, 41,
44, 46, 48
from bonds, 19, 20
from build-to-suit, 62
down payment and, 4, 31
for land, 50, 51, 53
from net leases, 56, 57-59, 60
from precious metals, 24
from real estate, 3, 25, 26, 29, 31,
33,91
from real estate investment trusts,
28
from savings, 16, 18
from shopping center, 65, 66
from speculation, 78
from stocks, 21, 23, 91
from warehouse/storage facilities,
71
Right of survivorship, 114
Roofs:
depreciation of, 256-257
inspection of, 166
maintenance responsibility for, 218
replacement program for, 219
Rural areas:
investment land in, 50-51, 53
property values in, 239
Russell, Fredrick C., 109

S
Sale leasebacks, 137-138, 186189
Savings:

amount of, 12, 41

bank view of, 164
interest rates for, 164
liquidity of, 15, 17
return on, 16
in wealth accumulation plan, 3
Savings and loan associations (SLAs),
85-86, 193
Savings banks, 193
S corporation:
for property management, 233
taxes on, 118, 264
Second mortgage, 182-183
Section 8 housing, 106
Securities, liquidity of, 7, 8
Self-liquidating mortgage:
advantages of, 100
definition of, 93, 105
fixed-rate, 96, 178-181
function of, 174-176
Sellers:
auction use by, 135
brokers representing, 123-124,
126-128
at closing, 200, 202-203
contacting, 139
fees paid by, 204
financing through, 195-198
motivations of, 126, 137
negotiating with, 156, 163
Senior citizens, residential facilities for,
54
Service component:
depreciation on, 256-257
in office buildings, 70
Settlement statement (sample docu-
ment), 268-269
Setup request, 139-140
Shareholders (stockholders):
definition of, 264
dividends to, 263
liability of, 117-118
in mining companies, 24
role of, 21, 117
taxes for, 118, 261, 264
Shopping centers, as investments,
63-69
Silent partners, 116
Simple (straight) interest, 27



Small Business Administration (SBA),
132, 135
Small Property Owners Association
(SPOA), 110
Software programs for property man-
agement, 212
Speculation:
examples, 79-84, 242-248
long-term versus short-term, 97
price and, 77-78, 84, 87
process of, 83-85
Starter homes, as investments, 36-37
Statute of Frauds, 224
Stock market:
group investment in, 104
leverage and, 97-98
1929 crash of, 84
Stocks:
definition of, 20
as investment, 7, 20-21, 97-99
liquidity of, 20, 21, 99
in mines, 23-24
real estate investment trusts as, 28,
29
return on, 91, 94, 104
Strip malls, as investments, 68—69
Sublessee, 184
Subordinate lease, 184
Subtenant, 184
Suburbs:
growth of, 14
investment land in, 50, 52-53
Supermarkets:
as retail tenants, 227
as shopping center anchors, 63

T
Target price, 155, 156
Tax bracket, 250
Taxes. See also Real estate taxes
on apartment complex investment,
39, 40
capital gains, 40, 42, 119, 184, 195,
196-198
on commercial properties, 252-259
for corporations, 118, 261-264
foreclosures and, 172
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on home ownership, 10, 36, 37,
249-252
for individual ownership, 260
for joint ventures, 115, 260
leverage and, 97, 254-255
for limited liability companies, 119,
264
for limited partnerships, 116, 261
as negotiation factor, 159-160
on net leases, 58
for partnerships, 115, 260-261
property depreciation and, 30, 106
on real estate investment trusts, 28
on retirement plans, 9
transfer, 146, 183, 200
Tax Reform Act of 1986, 246
Tax shelters, 116
Tenant brokers, 210, 221
Tenants. See also Rental properties
building to suit, 61-62, 223
CAM contributions by, 227-229
of condominium store buildings, 69
credit checks on, 56, 107, 222
demolition clauses and, 232, 239
evictions of, 133, 214
finding, 210, 220-221
of gross lease properties, 225-226
letter of sale to, 202
loss of, 143
as mortgage considerations, 167
negotiating with, 159, 225, 232
of net lease properties, 54, 55, 59,
226
of office buildings, 71, 222
percentage of sales paid by,
230-232
relationship with, 215
relocation of, 232
rent collections from, 41, 106-107,
213-214
of residential properties, 44
responsibilities of, 224
of retail properties, 227
in sale leaseback arrangements, 187,
188
screening, 107
shopping center anchors as, 63, 67
of storage facilities, 71, 72
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Tenants. See also Rental properties
(Continued):
of strip malls, 68
triple-A, 56, 167, 183, 215
Tenements, 238-241
Time value of money, 78
Title history, 201
Title insurance, 161, 169, 170, 201, 203
Title insurance companies, 161, 200,
204
Title report (abstract of title), 201, 203
Title search, 170
Transfer taxes, 146, 183, 200
Treasury bills, 19
Triple net leases, 226-227

U

Umbrella insurance policies, 114, 216

U.S. Department of Housing and
Urban Development (HUD), 106,
132, 135

U.S. Treasury Department, 19

A"
Volcker, Paul, 78

w
Walls, depreciation of, 256
Wall Street Journal, 58, 129
Warehouse/storage facilities:
brokers for, 123
as investments, 71-72
Warranty deed (sample document),
271
Word of mouth:
on private sales, 137
as property source, 130-131

Y
Yield to maturity, 191
Yuppies, 14

Z
Zoning:
definition of, 147
land investments and, 53, 54,
59-61, 147
for new construction, 142
purpose of, 239-240



