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Capital gains tax exclusion
(Continued)

overview, 114–115
ownership-and-use tests, 118–119
real estate options, 120–121
reporting home sales to IRS, 119

Capitalization rates, 236
Carport inspection checklist, 220
Cash-back-at-closing strategy, 92–93
Cash buyers, 261–262
Certified public accountants, 70
Checking accounts, 68
Checklists. See also Forms, sample;

Worksheets
area selection, 208–209
attic inspection, 219
bathroom inspection, 225
bedroom inspection, 228
closing, 180
dining room inspection, 226
electrical inspection, 221
exterior property, 217
garage and carport inspection, 220
grounds inspection, 218
heating and air conditioning

inspection, 223
kitchen inspection, 224
living room inspection, 227
phase one environmental audit, 214
plumbing inspection, 222
property appraisal report, 233
vacant properties, 99

City and county clerk’s offices, 200
Class “D” commercial buildings, 95–96
Cleaning, 104, 283–285, 287
Closing, 169–180
Closing agents, 171–173
CLUE (Comprehensive Loss

Underwriting Exchange), 46
Code enforcement, 106–108, 110, 200
Code of Federal Regulations, 153, 161

Code violations, 105–106, 112, 113,
200, 207

Commercial buildings, class “D,”
95–96

Commercial loans, 272, 300
Comparison sales method (property

appraisal), 206, 234–235
Competition, perceived, 32–33
Comprehensive Loss Underwriting

Exchange (CLUE), 46
Computer technology, 61–62
Concurrent closings, 91–92
Condemned properties, 105–113
Conforming loans, 159
Construction cost calculators, 300
Construction lien laws, 286
Consumer credit information, 263,

301
Contract for deed (CFD), 164
Contractors, 39, 285–287
Conventional loans, 158
Cost-benefit analysis, 59
Cost tracking, 288–289
County clerk’s offices, 200
Creative investment strategies, 85–93.

See also Real estate investment
strategies

Credit cards, 68, 278–280, 301
Credit history, and insurance rates,

37
Credit reports, 263, 301
Credit scores, 260, 262–263

D

Deed of trust loans, 158–159
Demographic information, 207, 209,

301
Demolition, property condemned for,

109, 112–113
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Department of Veterans Affairs (DVA)
loans, 158, 163, 164, 167–168

Desk Apprentice, 65
Desk organizers, 65
Dining room inspection checklist, 226
Direct mail, 188–189, 190
Dirty deals, 96–97
Disabilities, tenants with, 136–138,

299
Disasters, properties damaged and

destroyed by, 128–129
Discipline, personal and financial, 56
Dogs, vicious breeds of, 40, 142
Double-closing strategy, 91–92
Down payment installments, 276–277
Drywall, mold-resistant, 133–134
Due diligence, preliminary, 198–209
Due-on-sale clause, 90–91, 160–162,

164, 277–278
DVA (Department of Veterans Affairs)

loans, 158, 163, 164, 167–168

E

Efficiency, 62–64
Electrical inspection checklist, 221
E-mail, 193–194, 293–294
Employees, hourly, 64
English, in purchase and sale

agreements, 243
English language skills, 22
Enrolled Agents, 70
Environmental contamination,

103–104, 213–214
Environmental protection agencies,

200
Equipment and supplies, 60–61, 69
Equity skimming, 167–168
Estimates, written, 286
Exit plans, 78–79

Expectations, realistic, 255
Exterior property checklist, 217

F

Failure, fear of, 20
Failure, reasons for, 29–30
Fair Housing Act, 153–154
Fair Isaac Corporation, 260, 262–263
Family, 30–31, 81
Fannie Mae, 158, 159, 263, 268,

272–273
Fear, 20, 103
Federal Home Loan Mortgage

Corporation, 158, 159, 263, 268,
272–273

Federal Housing Administration loans,
158, 162–163, 167–168, 273

Federal National Mortgage
Association, 158, 159, 263, 268,
272–273

Federal statutes, 152–156, 167–168.
See also specific statutes

FHA loans, 158, 162–163, 167–168,
273

FICO scores, 260, 262–263
Finance companies, 275–276, 302
Financing, 260–280
Finder ’s fee, 190–191
First impressions, 254–255
Fixed operating costs, 60
Fixing up property, 281–289
Flood insurance, 36
Flood zone map search, 206
Forms, sample. See also Checklists;

Worksheets
lead-based paint hazards disclosure

statement, 155–156
monthly income and expense

statement, 239
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Forms, sample (Continued)
pet agreement, 140–141
pet application, 139
purchase agreement, 246–248

“For sale” signs, 295
Freddie Mac, 158, 159, 263, 268,

272–273
Friends, 30–31
Funds, proof of, 296–297

G

Garage and carport inspection
checklist, 220

Garn-St Germain Depository
Institutions Act, 161–162

Generally accepted accounting
practices (GAAP), 67–68

Goal setting, 78
Good faith estimate of loan costs,

266–267
Government agencies, 199–200
Government rental assistance,

142–144
Gross rent multipliers, 236–237
Grounds inspection checklist, 218

H

Hard money lenders, 264, 273–274,
302

Hazardous materials/waste, 103–104,
206, 249, 301

Heating and air conditioning
inspection checklist, 223

Hiring workers, 64, 282, 285–287
Home Depot job cost estimating CD-

ROM, 285
Home equity loans, 270

Home office deduction, 64–65
Homestead, claiming residence as, 54
Housing for Older Persons Act, 143
HUD-1 Settlement Statements, 91–92,

177–178
HUD Section 8 Rental Voucher

Program, 144

I

Identity theft, 52–53, 179–180
“Ignorance of the law” excuse, 150
Income and expense statement,

sample, 239
Income method (property appraisal),

234, 235–240
Independent contractors, 64
Inspection, pre-buy, 210–228
Inspection contingency clause,

210–211
Inspectors, building, 215–216
Installment sale contracts, 164–165
Institutional lenders, 263, 265
Insurance, 36–50, 141–142, 174–177.

See also specific types of insurance
online information, 300, 302, 305,

306
Insurers, 48–50
Interest-only loans, 270–271
Internal Revenue Service (IRS),

70–71, 119, 269, 270. See also
Taxes

Internet. See also Web sites
advertising finder ’s fee, 191
as leveling factor, 9–10
property wanted ads, 192–194
public record information, 198–199

Investment strategies, creative, 85–93.
See also Real estate investment
strategies
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J

Job cost estimating CD-ROM, 285
Junk fees, 265–267

K

Kitchen inspection checklist, 224
Knowledge, specialized, 22–24

L

Land parcel identification, 200
Laws, 149–156. See also specific laws

by name
construction lien laws, 286
federal statutes, 152–156, 167–168
state real estate commissions, 151–152
state statutes, 150–151
web sites, 151, 153, 154

Lead-based paint, 155–156, 214–215,
302

Leadership skills, 21–22
Lease-option strategy, 89–90
Lenders, 263–264, 296, 297
Letters, sample:

to condemned property owners, 111
to problem property owners, 127
to small residential rental property

owners, 190
to vacant property owners, 102

Liability insurance, general, 36, 39,
43–44, 141–142

Limited liability companies (LLCs), 51
Living room inspection checklist, 227
Loans, 157–168, 270–271. See also

specific loan types
approval factors, 264
approval process, 265

fraud, 166–168
preapproval letters, 297
prequalification, 296
servicing information, 303

Loan-to-value ratios, 267
Lots, 101, 113
Low documentation and no

documentation loans, 269–270
Low profile, maintaining, 35–36

M

Mapping, 63–64, 303
Marketing property, 290–298
Market value, estimating, 229–241
Master to-do checklist, 63
Methamphetamine labs, properties

formerly used as, 131–132
Military personnel, 118, 154
Mind-set, self-defeating, 80–81
Mold, indoor, 133–134, 212–213
Money partners, 275
Moratorium on repaying seller-

financed loans, 277
Mortgage brokers, 264–265
Mortgages, 157–159
Municipal codes, 108

N

Negative cash f low, 87
Negotiation, 251–259
Net operating income, 236
No documentation loans, 269–270
No income and no asset verification

loans, 269
No income verification loans, 270
Nonconforming loans, 159
Nondisclosure states, 201
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Non-permitted work, 212
Nonrecourse loans, 159
Nothing-down strategy, 88–89

O

Online property records, 200–201, 305
Online resources, 299–306
Options, real estate, 120–121
Outbuildings, 100–101
Owners:

absentee, 110
burned-out, 110
contacting, 126, 127
determining motivation level, 194,

196–197
finding motivated owners, 183–197
finding names of, 187–188, 207
locating hard to find owners,

207–208
with problems they can’t handle,

185–187
tracking contact with, 194, 195

P

Packaging and marketing property,
290–298

Paint, lead-based, 155–156, 214–215,
302

Painting, 284, 287–288
Partnerships, 81–82
People search information, 208, 304
Permits, 212, 287
Persistence, 20–21
Pet agreement, sample, 140–141
Pet application, sample, 139
Pet owners, as tenants, 138–142
Plan of action, written, 79

Plumbing inspection checklist, 222
Portfolio lenders, 264
“Practicing real estate” without a

license, 151
Pre-buy property inspection, 210–228
Preliminary due diligence, 198–209
Prepayment penalties, 277–278
Principal residence, 116–117
Prioritizing tasks, 56–57
Private lenders, 264, 274–275
Problem properties, 123–134
Profit types, 76
Property:

acquisition criteria, 185
appraisal information resources,

305
appraisal methods, 234–240
appraisal reports, 232–233
and casualty insurance, 36, 42–43,

141–142, 304
damage problems, 124
disclosure statements, 248–249
fix-ups, 281–289
information sheets, 291
inspection, pre-buy, 210–228
liens, 202–204
records, 66–67, 200–202, 206, 305
sales information, 300, 304, 306
tax collector ’s offices, 200
taxes, prorating, 179
valuation software, 305

Public insurance adjusters, 48
Public nuisance, 108
Public records, 198–202, 206–207
Purchase agreements, 243, 244–248

Q

Qualifying buyers, 296–297
Quiet title lawsuits, 128
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R

Rapport, establishing, 254
Real estate:

boom, factors fueling, 6
brokers, f lat-fee, 295
bubble, as fallacy, 4–5
commissions, state, 151–152
investing, full-time versus part-time,

7–10
investment clubs, 25–26
investment strategies, 72–82. See

also Creative investment
strategies

adapting strategy to local market,
80–81

developing, 77
exit plans, 78–79
goals, 78
realistic strategies, 75
risk tolerance level, 73–74
worst-case scenarios, 74–75

licensees, 242–243
market types, 79–80
options, 120–121
service providers, 10, 24–25

Real Estate Settlement
Procedures Act (RESPA),
170–171, 266

Record keeping, 66–68
Recourse loans, 159
Rejection, fear of, 103
Rental housing, 135–145

converting into personal residence,
119–120

estimating market value, 241
managing tenants, 144–145
pet owners, 138–142
property classification for insurance,

42
smoke-free policy, 41

tenants 55 years of age and older,
142–144

tenants with physical disabilities,
136–138

Renters’ insurance, 40, 305
Replacement cost method, 234, 240
Request for Transcript of Tax Return

form, 269, 270
Resale value, calculating, 291
Residential Lead-Based Paint Hazard

Reduction Act, 154–156, 214
Residential loans, 158, 268, 306
Responsibility, taking, 18–19
Risk consultants, 38
Risk tolerance level, 73–74

S

Safe deposit boxes, 67
Safety when showing property, 298
Sale agreements, 243–244, 250
Sandwich lease, 89–90
Secondary mortgage market, 268
Second mortgages, 271
Section 8 rental housing, 144
Securing vacant properties, 104
Seller financing, 276–278
Selling properties, 290–298
Seminar scams, 26
Serial home buyer strategy, 114–122.

See also Capital gains tax
exclusion

Servicemembers Civil Relief Act,
154

Settlement, 169–180
Shredding documents, 53
Simultaneous closings, 91–92
Sinkholes, 130–131
Snooping inside without permission,

100
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State real estate commissions,
151–152

State statutes, 150–151
Stigmatized properties, 123–124,

129–130
Structural defects, 123, 132–133
Subchapter S corporations, 51
Subject-to strategy, 90–91, 160, 165,

166
Sublease-option strategy, 89–90
Success:

qualities for, 17–33
rules for, 28–29

Supply and demand, 79–80

T

Tasks, prioritizing, 56–57
Tax-assessed value, 231
Taxes. See also Capital gains tax

exclusion; Internal Revenue
Service (IRS)

business-related travel expenses,
68–69

depreciating equipment, 69
home office deduction, 64–65
minimizing income tax, 298
online resources, 306
preparing tax returns, 69–71
prorating property taxes, 179
tax-deductible losses, 49

Taxpayer Relief Act, 114, 115
Tenants, 135–145

55 years of age and older, 142–144
managing, 144–145
pet owners, 138–142
with physical disabilities, 136–138
renters’ insurance, 40
smoke-free policy, 41

Time management, 56–57
Title insurance, 174–177, 306
Title problems, 123, 126, 128
Title professionals, 205–206
Title searches, 205–206
Titles held in trust, 117
Tradesmen, 39, 285–287
Travel expenses, 68–69
Turbo Tax Business, 69–70

U

Umbrella insurance, 36, 44–45
Unfit for human habitation property,

108–109
Uniform resource locator forwarding,

193, 293
United States Code, 153, 167–168
Unsecured lines of credit, 278–280
Upside potential, 121–122
URL forwarding, 193, 293
U.S. Master Tax Guide, 70
Utility services, 179

V

Vacant properties, 94–104, 113
Variable-rate home equity line of

credit, 270
Vehicle organizers, 66

W

Web sites. See also Internet
property wanted page, 192–193
real estate resources, 299–306
selling property online, 292–294
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Witnesses to agreements, 248
Worksheets. See also Checklists;

Forms, sample
condemned property tracking,

112
property fix-up costs, 289
property tracking, 195

Worksite CD, 285
Worst-case scenarios, 74–75

Z

Zoning departments, 199
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