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appraisals
appraisers, selection considerations, 77
fees, extra charges, 98
low property, 114
appreciation
capital gains from, 301
return on investments, 158
APR (annual percentage rate), 93
ARM (Accredited Residential
Manager), 242
ARMs (adjustable-rate mortgages)
advantages, 93-94
caps, 95-96
future interest rates, 94-95
indexes, 94-96
interest rate adjustments, 96
margins, 94-95
negative amortization, avoiding, 97
start rates, 94
teaser rates, 94
asbestos, environmental disclosures, 260
ASHI (American Society of Home
Inspectors), 215
as-is property warnings, 210
assets
asset allocation, financial planning, 21-22
asset management considerations,
TICs, 60
illiquid, 42
assignment, rights, 194
assumption clause, loans, 50
attached housing
condos, 29-30
co-ops, 31
residential income property
investments, 29-31
townhomes, 30-31
attorneys, selection considerations, 78
auctions
below-market prices, 55
due diligence, 56
Internet methods, 56
warnings, 55
auto insurance, financial planning, 20

ol e

balloon loans, 102-103
basements, property inspections, 212
below-market prices, auctions, 55
beneficiaries, contingency clauses, 197
bilateral contracts, 190
BOMA (Building and Owners Managers
Association), 128-129, 256
bonds
asset allocation, 21
as capital source, 88
fidelity, 274
books and records, reviewing, due
diligence, 205-208
borrowing
against home equity, 86-87, 101-102
against stock investments, 90
broad-form insurance coverage, 272
brokers. See also agents
broker information sheet, 166
discussed, 71
good broker contributions, 109-110
interpersonal skill considerations, 75
licensing status, 74
qualifications, 74-75
screening techniques, 74-75
selection considerations, 69-71
valuation principles, leases, 152
Brown, Ray (Home Buying For Dummies), 2,
21, 202
Bruss, Bob (Real Estate Newsletter), 54
budgets
cash flow management, 285
proforma, 176
zero-based, 160
buildable land shortages, location barriers,
where to invest, 132-133
Building and Owners Managers Association
(BOMA), 128-129, 256
building ordinance insurance, 274
building permits and absorption, supply
and demand, 125-126
Bureau of Labor Statistics Web site, 122



buy-and-flip strategy, 44-46

buyer’s market, 43, 142

buying down the loan rate, fixed-
mortgages, 93

buying on margin, 39

buy/sell agreements, partnerships, 89

buying versus renting, supply and

demand, 126

oo

C, C, & Rs (Covenants, Conditions, and
Restrictions), 203
C corporations, 228-229
calculations
CAM (common area maintenance
charges), 162
capitalization, 174-176
cash flow, 165-167
CMA (comparative market analysis), 181
collection loss, 162
commercial property lease
options, 167-169
concessions, 161-162
cost approach, 172-174
delinquencies, 162
EGI (effective gross income), 161
GPI (gross potential income), 161
gross rent/income multiplier, 153-155
market data, 170-172
NOI (Net Operating Income), 158-165
operating expenses, 162-165
price per square foot, 155
proforma budgets, 176
reconciliation, 177
replacement costs, 156
return on investments, 158
vacancies, accounting for, 161
value-added properties, 182
zero-based budgets, 160
California Real Estate Inspection
Association (CREIA), 216
CAM (common area maintenance
charges), 162, 168

CANEs (Citizens Against Nearly
Everything), 133
capital gains
from appreciation, 301
long-term, 292
short-term, 292
tax exemptions, 24, 85-86, 88
capital improvements, cash flow
calculations, 166-167
capital sources
bonds, 88
costs of entry calculations, 81
down payment limitations,
overcoming, 83-84
home equity, borrowing against, 86-87
hypothecating, 89
lease options, 85
margin debt, 90
mutual funds, 88
no-money-down myths, 82
partnerships, 89-90
saving habits, 325-326
seller financing, 90
stocks, 88
caps
adjustable-rate mortgages, 95-96
capitalization calculations, 174-176
carrying costs, undeveloped land
investments, 35
carve-out, defined, 215
cash distribution considerations, TICs, 59
cash flow calculations, 165-167, 285
cash receipt journals, 280
cash value life insurance, as capital
source, 88
CCIM (Certified Commercial Investment
Member), 2, 126
CDs (certificates of deposit)
adjustable-fixed mortgages, 95
asset allocation, 21
certificates
lease estoppel, 148
tax lien, 62-63
Certified Commercial Investment Member
(CCIM), 2, 126
certified historic buildings, tax credits, 17
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Certified Property Manager (CPM), 2, 242
certified public accountant (CPA), 290
CGM Realty mutual fund, 39
Citizens Against Nearly Everything
(CANEs), 133
claims, insurance, 277
cleaning and janitorial costs, operating
expenses, 164
closing dates
document error snags, 229
estimating, 205-206
good broker contributions, 109
purchase agreements, 195-196
closing of escrow. See also escrow
amount changes, 230-231
deed recording and property
takeover, 235-236
final closing statement, 233-235
lender request snags, 229
property insurance expenses, 232-233
title insurance, 231-232
CMA (comparative market analysis), 181
code violations, redemption period, 51
COFI (Cost of Funds Index), 95-96
Cohen & Steers Realty Shares mutual
fund, 39
coinsurance clause, 272
collateral, defined, 70
collection loss, 162
commercial leases
contractual obligations, 147
lease abstraction, 148
renewals, 147
rent roll, 148
terms, 149
commercial real estate investments
advantages, 33
disadvantages, 34
negative absorption, 34
commission
commission considerations, TICs, 59
good broker contributions, 110
real estate agents, 73
common area maintenance charges (CAM),
162, 168
community reputation, where to invest
considerations, 136
comparative market analysis (CMA), 181

comparisons, real estate to other
investments
capital requirements, 15
depreciation, 13
diversification value, 16
equity, 14
income and wealth producing
potential, 12-14
liquidity, 12
returns, 10-11
risks, 11-12
tax advantages, 16-17
concessions
calculating, 161-162
rental market considerations, 129
condos
conversion, where to invest
considerations, 134-135
residential income property
investments, 29-30
conformity, valuation principles,
leases, 150
construction defects, where to invest
considerations, 134-135
contaminants, environmental barriers, 132
contingencies
purchase agreements, 196-198
removing, escrow, 203-204
contractors, renovations and
upgrades, 255-256
contracts
acceptance element, 191
bilateral, 190
contractual obligations, commercial
leases, 147
counteroffers, 191
discussed, 189
legal capacity, 190
legal purpose, 191
offer to purchase, 190
purchase agreements, 192
reviewing, due diligence, 206
standard, 199
unequal, 199
unilateral, 190
voidable real estate, 192
written, 191



co-ops, residential income property
investments, 31
Cornell Law School’s Legal Information
Institute Web site, 111
corporations
C, 228-229
S, 229
title, how to hold, 228-229
cosigners, vacant rental units, 264
Cost of Funds Index (COFI), 95-96
cost recovery, 290-291
CoStar Group Web site, 120
Counselor of Real Estate (CRE), 2
counteroffers, contract elements, 191
Covenants, Conditions, and Restrictions
(C, C, &Rs), 203
CPA (certified public accountant), 290
CPM (Certified Project Manager), 2, 242
cracks, property inspections, 212
CRE (Counselor of Real Estate), 2
credentials, property management, 242
credit
credit history, rental application
verification, 263
credit issues, notes and trust deeds, 61
credit reports, cleaning up, 112-113
credit reports, fees, 97
good credit strategies, 83
CREIA (California Real Estate Inspection
Association), 216
crime rates, where to invest
considerations, 137-138

o) e

D&B database Web site, 263
DCF (discounted cash flow), 178
debt

cash flow calculations, 166

margin debt, capital sources, 90

paying off, financial planning, 19
declines in real estate, short-term risks, 12
deductibles

selection considerations, 275

tax advantages, 16-17

deeds
Deed of Trust, 61-62
deed recording, closing of escrow,
235-236
delayed exchange, tax-deferred
exchanges, 57-58, 305
delinquencies, 162
demand, valuation principles, leases, 149
denied applications, vacant rental
units, 264-265
deposits
purchase agreements, 192
recording, 280
vacant rental units, 259-261
depreciation
real estate to other investment
comparisons, 13
return on investments, 158
sheltering income with, 290-291
tax advantages, 17
undeveloped land investments, 34
digital photography, inspections, 216
direct lenders, 69
disabilities
disability insurance, financial planning, 20
tenants with, avoiding discrimination,
245-246
disclosure requirements, property
inspections, 209-210
discounted cash flow (DCF), 178
discrimination complaints,
landlords, 244-246
disposition. See exit strategies
diversification value, real estate to other
investment comparisons, 16
double escrow, 196
down payment limitations,
overcoming, 83-84
downzoning, undeveloped land
investments, 36
drugstore chains, triple net properties, 60
dual agency, 72
due diligence
auctions, 56
books and records, reviewing, 205-208
closing dates, 195
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due diligence (continued)
defined, 66, 201
due diligence period, 205
property inspections, 208-212
due-on-sale clause
loans, 50
seller financing, 106

oF o

EA (enrolled agent), 290
earnest money agreements, purchase
agreements, 192-194
earthquake insurance, 274
economic viability and trend
considerations, where to invest,
119-121
EGI (effective gross income), 161
electric usage, operating expenses,
163-164
E-LOAN Web site, 111
employment
employment considerations, where to
invest, 122-123
rental application verification, 262-263
enrolled agent (EA), 290
environmental issues
assessment fees, extra charges, 98
barriers, where to invest, 132
disclosures, 260
property inspections, 214-215
Equifax Web site, 263
equity
asset allocation, 22
borrowing against, 86-87, 101-102
real estate to other investment
comparisons, 14
equity REITs, 37
escape clauses, contingencies, 196
escrow. See also closing of escrow
contingencies, removing, 203-204
credits in, negotiating, 219-220
document error snags, 229
instructions, 202
lender request snags, 230
opening, 202-205
preliminary title reports, 203

excess liability insurance
financial planning, 21
investment protection, 273
exit strategies
capital gains exclusion, 308-309
gifts and bequests, 311
installment sale, 302-304
lease options, 309-311
net sale proceeds, 299
outright sales, 298
staging, 297
tax-deferred exchanges, 304-308
expenses
expense statements, reviewing, due
diligence, 206
fixed, 232
operating, 162-164, 318-319
recordkeeping, 280
vacation home disadvantages, 27
variable, 232
Experian Web site, 263
expiration dates, leases, 147
extra charges, property purchases, 97-98

ofF e

fair market and investment value
comparisons, 151-152
Fannie Mae Web site, 111
fast-food franchises, triple net
properties, 60
Federal Fair Housing Act, 244
fee simple ownerships, PUDs, 31
FHA (Federal House Administration), 53
FICO Web site, 112
fidelity bonds, 274
Fidelity Real Estate Investment
mutual fund, 39
financial advisors, selection
considerations, 68-69
financial planning
asset allocation, 21-22
debts, paying off, 19
insurance considerations, 20-21
personal financial health, 19
retirement account funding, 21
fixed expense, property insurance, 232
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fixed-rate mortgages
advantages/disadvantages, 92
APR (annual percentage rate), 93
comparisons, 92-93
points, 92-93
fixed-term lease/rental agreement, 251
fix-up cost considerations,
negotiations, 188
floods
flood insurance, 274
risks, property inspections, 212
flooring, property inspections, 212
food franchises, triple net properties, 60
foreclosures
absentee owners, 47
code violations, 51
ethics, 42
home equity, borrowing against, 87
homeowner mistakes, 47
judicial, 50-51
loans, deed of trust state, 48
mortgage state, 48
NOD (Notice of Default), 49-50
nonjudicial, 50
preforeclosures, 48-49
reasons for, 47-48
redemption period, 51
foundations, inspections, 212
401(k)s, retirement account funding, 21
403(b)s, retirement account funding, 21
Frank Russell Real Estate Securities
mutual fund, 39
Freddie Mac Web site, 111
friendly environments, where to invest
considerations, 137
fully indexed rates, adjustable-rate
mortgages, 95
funding strategies. See capital sources
future interest rates, adjustable-rate
mortgages, 94-95

oG o

general partnerships, 64, 225

GFCI (ground-fault circuit-interrupter), 219

GIM (Gross Income Multiplier), 153-155

governmental licenses, reviewing, due
diligence, 207

GPI (gross potential income), 161
Griswold, Robert
Property Management For Dummies, 2, 329
Real Estate Today! radio show, 143
GRM (Gross Rent Multiplier), 153-155
Gross Income Multiplier (GIM), 153-155
gross potential income (GPI), 161
gross profit, 303
ground-fault circuit-interrupter (GFCI), 219
groundwater, property inspections, 212
growth investments, real estate to other
investment comparisons, 12-14

o o

hard money loans, 61
health insurance, financial planning, 20
heating systems, property inspections, 212
HELOC (Home Equity Line of Credit), 101
highest and best use concept, valuation
principles, leases, 150-151
historic buildings, tax credits, 17
Home Buying For Dummies (Eric Tyson and
Ray Brown), 2, 21, 202
home equity
borrowing against, 86-87, 101-102
Home Equity Line of Credit (HELOC), 101
home ownership investments
capital gains tax exemptions, 24
converting to rental property, 24-25
current home ownership, 23-24
serial home selling, 25-26
vacation homes, 26-28
Hoven, Vernon (The Real Estate Investor’s
Tax Guide), 309
HSH Associates Web site, 110
HUD (Housing and Urban Development)
Web site, 111
hurricane insurance, 274
hybrid loans, 100
hypothecating, capital sources, 89

o]e

identification, rental application
verification, 261-262

illegal construction, property
inspections, 212



34 8 Real Estate Investing For Dummies

illiquid assets, 42
income
additional sources, 162
capital gains, 292
EGI (effective gross income), 161
GPI (gross potential income), 161
income level considerations, where to
invest, 122-123
income taxes, minimizing, 292-296
low-income housing, tax credits, 17
NOI (Net Operating Income), 158-160
ordinary, 292
real estate to other investment
comparisons, 12-14
rental application verification, 262-263
seller-verified, reviewing, due
diligence, 206
taxable, 293

indexes, adjustable-rate mortgages, 94-96

industry representation considerations,
where to invest, 122-123
inspections
ASHI (American Society of Home
Inspectors), 215
avoiding, tactics sellers use, 211
carve-out, 215
checklist example, 217-218
costs, 216

CREIA (California Real Estate Inspection

Association), 216
digital photography use, 216
disclosure requirements, 209-210
discussed, 208
environmental issues, 214-215
fees, extra changes, 98
further investigations, 212
inspectors qualifications, 215-216
latent defects, 209
patent defects, 209
pest control, 213-214
physical, 211-213
structural, 211-213
installment sales, 17, 302-304
Institute of Real Estate Management
(IREM), 242, 256
insufficient funds, money collection,
vacant rental units, 267

insurance
auto, financial planning, 20
basic coverage, 271
broad-form coverage, 272
building ordinance, 274
cash value life insurance, as capital
source, 88
claims, 277
coinsurance clause, 272
deductibles, 275
disability, financial planning, 20
earthquake, 274
excess liability coverage, 21, 273
fidelity bonds, 274
flood, 274
health, financial planning, 20
homeowners, financial planning, 20
hurricane, 274
liability, 271-273
life, financial planning, 20
loss-of-rents coverage, 274
money and securities endorsement, 274
non-owned auto liability coverage, 274
operating expenses, 164
PMI (private mortgage insurance), 84
policies, reviewing, due diligence, 207
potential insurers, selection
considerations, 275-276
primary policies, 271-272
property, closing of escrow, 232-233
property-casualty, 164
renter’s, 276-277
special form coverage, 272
title, closing of escrow, 231-232
workers’ compensation, 274
interest rates, adjustable-rate
mortgages, 94-96
interest-only loans, 103
internal rate of return (IRR), 178
Internal Revenue Service (IRS), 227, 229
Internet auctions, 56
interpersonal skill considerations, agents
and brokers, 75
Investing For Dummies (Eric Tyson), 2
investment horizon, real estate market
timing, 143



investments
challenges and problems, 18
commercial real estate, 33-34
home ownership, 23-27
land, undeveloped, 34-36
lease options, 53-54
long-term, asset allocation, 22
no-money-down strategies, 42-44
notes and trust deeds, 61-62
out of area, dangers of, 118
passive approaches to, 56-60
probate sales, 54-55
protection measurements, 269-273
purchasing considerations, 18-19
real estate to other investment
comparisons, 10-14
residential income properties, 28-32
return on investments, 158
tax lien certificates sales, 62-63
TIC (tenants in common), 56-60
time-intensive, 18
triple net properties, 60-61
IREM (Institute of Real Estate
Management), 242, 256
IRR (internal rate of return), 178
irrigation, property inspections, 212
IRS (Internal Revenue Service), 227, 229

o]o

janitorial costs, operating expenses, 164

job growth considerations, where to
invest, 122-123

joint tenancy, title, how to hold, 221-223

journalist-related Web sites, 111

judicial foreclosures, 50-51

oo

Keoghs, retirement account funding, 21

o/ o

land investments, undeveloped
buying in the path of progress, 34
carrying costs, 35

disadvantages, 35
downzoning dangers, 36
environmental issues, 36
landlocked properties, 36
opportunity costs, 34
researching, 35
zoning issues, 36
land movement, property inspections, 212
landlocked properties, undeveloped land
investments, 36
landlords. See also tenants
advantages, 241
discrimination complaints,
avoiding, 244-246
financial planning, 20
rent increases, 249
self management versus hired
help, 239-240
tenant-landlord rapport, 247-248
landscaping
operating expenses, 164
property inspections, 212
latent defects, property inspections, 209
law enforcement security, where to invest
considerations, 138
laws and regulations, probate sales, 54
lawsuits, where to invest considerations,
134-135
lead, environmental disclosures, 260
leases
commercial, 147-149
discussed, 145
expiration dates, 147
GIM (Gross Income Multiplier), 153-155
GRM (Gross Rent Multiplier), 153-155
lease abstraction, 148
lease estoppel certificates, 148
month-to-month agreement, 251
price per square foot calculations, 155
price per unit calculations, 155
problems with, 146
renewals, 147
rental agreements, 251
replacement costs, 156
residential, 147
signing, vacant rental units, 265-266
transferability and analysis, 146-147

Index 34 9
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leases (continued)
upside potential, 146
valuation principles, 149-152
value benchmarks, 153-156
legal capacity, contract elements, 190
lenders
direct, 69
lender REOs, 52
selection considerations, 69-71
lending vehicles, asset allocation, 21-22
leverage, real estate return effects, 13
liability insurance, 271-273
LIBOR (London Interbank Offered Rate
Index), 96
licensing
agents and brokers, 74
property management, 242
reviewing, due diligence, 207
liens, tax lien certificate sales, 62—63
life insurance, financial planning, 20
lifetime caps, adjustable-rate mortgages, 96
Limited Liability Company (LLC), 227-228
limited partnerships
advantages/disadvantages, 64
discussed, 225
general partnerships versus, 64
qualifications, 63
warnings, 64
liquidated damages, purchase
agreements, 194
liquidity, real estate to other investment
comparisons, 12
litigation, recordkeeping, 280
LLC (Limited Liability Company), 227-228
loans
assumption clause, 50
buying down the loan rate, fixed
mortgages, 93
credit reports, cleaning up, 112-113
deed of trust state, 48
due on sale clause, 50
hard money, 61
hybrid, 100
interest-only, 103
no-income-verification, 113
predicaments, solving, 111-114
recourse, 104-105

rejections, avoiding, 112
repos, 53
location considerations, where to invest
buildable land shortages, 132-133
buying in the path of progress, 130-131
CANEs (Citizens Against Nearly
Everything), 133
community reputation, 136
condo conversions, 134-135
construction defects, 134-135
crime rates, 137-138
development considerations, 136
discussed, 117
economic viability and trend
considerations, 119-121
environmental barriers, 132
friendly environments, 137
job growth and income level, 122-123
law enforcement security, 138
lawsuits, 134-135
local communities, 123-124
out of area investments, dangers of, 118
population growth considerations,
121-122
pride of ownership, 138-139
real estate cycles, 142-143
school districts, 137
supply and demand, 124-128
tax considerations, 136
timing the market, 143-144
London Interback Offered Rate Index
(LIBOR), 96
long-term capital gains, 292
long-term investments
asset allocation, 22
home ownership, 24
long-term mortgages, 100
loss-of-rents insurance coverage, 274
low property appraisals, 114
lowballing, negotiations, 184
low-income housing, tax credits, 17

ol o

maintenance and repair abilities, self
management versus hired help, 240
management fees, operating expenses, 164
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managers, property. See landlords
margin call, defined, 90
margin debt, capital sources, 90
margins, adjustable-rate mortgages, 94-95
market
CMA (comparative market analysis), 181
fair market and investment value
comparisons, 151-152
market data, calculations, 170-172
occupancy rates, supply and demand,
where to invest, 128-129
market prices
auctions, below-market prices, 55
saturated market considerations, 125
master maintenance files,
recordkeeping, 282
material participation requirements,
229, 297
members, LLC, 227
midmonth convention requirements,
depreciation, 291
misaligned structure, property
inspections, 212
MLS (Multiple Listing Service), 76
moisture intrusion, property inspections,
203, 212
mold, environmental disclosures, 260
money collection, vacant rental units,
266-267
month-to-month lease/rental
agreements, 251
Morningstar investment research
publication, 40
Mortgage Bankers Association
Web site, 111
mortgage brokers. See brokers
mortgage lending, undeveloped land
investments, 34
mortgage REITs, 37
mortgage state, foreclosures, 48
mortgages
ARMs (adjustable-rate mortgages), 93-97
balloon loans, 102-103
discussed, 91
financial risk assessment, 99
fixed-rate, 92-93
interest-only loans, 103

long-term, 100
no-point, 98
with prepayment penalties, 101
recourse financing, 104-105
referrals, 108
searching for, 107-111
seller financing, 105-106
short-term, 100
Web surfing for, 110-111
zero-cost, 98
multiparty exchange, tax-deferred
exchanges, 305
Multiple Listing Service (MLS), 76
mutual funds
as capital source, 88
types of, 39-40
Mutual Funds For Dummies (Eric Tyson), 2

o\ o

NAA (National Apartment Association), 256
National Apartment Association
Web site, 128-129
National Multi Housing Council
(NMHO), 317
negative absorption, 34, 126
negative amortization, avoiding, 97
negative leverage, 13
negotiations
attractive and realistic offers, 188—-189
comparable sales data, 187
escrow, credits in, 219-220
fix-up cost considerations, 188
lowballing, 184
researching before, 184-186
seller motivations, determining, 186-187
seller’s price, meeting, 188-189
styles, 183-184
take it or leave it approach, 184
net cash flow, return on investments, 158
net effective rent, residential leases, 147
net investment considerations, TICs, 59
net leased properties, triple net
properties, 60-61
Net Operating Income (NOI), 158-165
net present value (NPV), 178
net sale proceeds, 299
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Neuberger Berman Real Estate
mutual fund, 39
NMHC (National Multi Housing
Council), 317
NOD (Notice of Default), 49-50
NOI (Net Operating Income), 158-165
no-income-verification loans, 113
Nolo Press Web site, 111
no-money-down myths
capital sources, 82
good candidates for, 44
motivation sellers, 42-43
unique properties, finding, 43-44
nonjudicial foreclosures, 50-51
non-owned auto liability insurance
coverage, 274
nonrecourse financing, 104-105
no-point mortgages, 98
notes
promissory, 193
trust deeds and, 61-62
Notice of Default (NOD), 49-50
notice-of-denial-to-rent forms, 264-265
NPV (net present value), 178
number crunching. See calculations

o () o

occupancy levels, supply and demand,
where to invest, 128-129
offer to purchase, purchase
agreements, 192
offers
contract elements, 189-192
negotiation styles, 183-187
purchase agreements, 192-196
Office of Thrift Supervision (OTC), 52
old buildings, tax credits, 17
1031 tax-deferred exchange, 57-58
one-year constant maturity Treasury
index, 95
operating expenses
cleaning and janitorial, 164
cutting back, 318-319
discussed, 162
insurance, 164
landscaping, 164

management fees, 164
utilities, 163-164
opportunity costs
management fees, 164
undeveloped land investments, 34
option price, lease options, 53
ordinary income, 292
OREOs (Owned Real Estate Operations), 46
organization techniques, recordkeeping,
279-282
OTS (Office of Thrift Supervision), 52
outright sales, exit strategies, 298
overall rates, capitalization, 174
overbids, probate sales, 54
Owned Real Estate Operations (OREOs), 46
ownership files, recordkeeping, 281

oo

paperwork, good broker contributions, 109
partnerships
buy/sell agreements, 89
as capital source, 89-90
down payment solutions, 84
general, 64, 225
limited, 63-64, 225
private placement, 226
title, how to hold, 225-226
patent defects, property inspections, 209
path of progress, 34, 130-131
Peachtree Business Products, 286
penalties, prepayment
mortgages with, 101
notes and trust deeds, 61
permits, reviewing, due diligence, 207
Personal Finance For Dummies (Eric
Tyson), 2, 21, 86, 326
personal financial health, financial
planning, 19
personal references, rental application
verification, 263
pest control, property inspections, 213-214
physical inspections, 211-213
planned unit developments (PUDs), 31
pledged real estate, 61
plumbing systems, property
inspections, 203, 212
PMI (private mortgage insurance), 84



points, fixed-rate mortgages, 92-93
population growth considerations, where
to invest, 121-122
positive absorption, 34, 126
positive cash flow, apartments, 31
positive leverage, 13
preforeclosures, 48-49
preliminary title reports, escrow, 203
pre-offer periods, team approaches, 66
prepayment penalties
mortgages with, 101
notes and trust deeds, 61
presentation skills
good broker contributions, 109
purchase agreements, 200
preservation, environmental issues, where
to invest, 132
price per square foot calculations,
leases, 155
price per unit calculations, leases, 155
pride of ownership, where to invest
considerations, 138-139
primary insurance policies, 271-272
private mortgage insurance (PMI), 84
private placement partnerships, 226
private REITs, 38
probate sales, 54-55
proforma budgets, 176
proforma NOI, 159
programs, accounting, 286-287
progression, valuation principles,
leases, 150
projected future NOI analysis, 159
promissory notes, 193
promotional efforts, TICs, 59
property. See also property inspections
as-is property warnings, 210
casualty insurance, 164
inspections, 208-212
listings, increases/decreases in, 126-127
low appraisals, 114
ownership, tax advantages, 16-17
property knowledge sheets, 139-140
property management disadvantages,
vacation homes, 27
property types invested in REITs, 37

real estate to other investment
comparisons, 16
unstabilized, recourse financing, 104
property inspections. See also property
ASHI (American Society of Home
Inspectors), 215
avoiding, tactics sellers use, 211
carve-out, 215
checklist example, 217-218
costs, 216
digital photography use, 216
disclosure requirements, 209-210
discussed, 208
environmental issues, 214-215
further investigations, 212
inspectors qualifications, 215-216
latent defects, 209
patent defects, 209
pest control, 213-214
physical, 211-213
structural, 211-213
Property Management For Dummies
(Robert Griswold), 2, 329
property managers. See landlords
property taxes, undeveloped land
investments, 35
protection measurements, investments,
269-273
public REITs, 38
PUDs (planned unit developments), 31
purchase agreements
assignment, rights, 194
closing dates, 195-196
contingencies, 196-198
contract of purchase and sale, 192
deposit receipts, 192
earnest money agreements, 192-194
liquidated damages, 194
offer to purchase, 192
presenting, 200
promissory notes, 193
sales contracts, 192

oQo

qualifications, agents and brokers, 74-75
QuickBooks accounting program, 286
Quicken accounting program, 286
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T. Rowe Price Real Estate mutual fund, 40
take it or leave it approach,
negotiations, 184
tax advantages. See also taxes
capital gains exemptions, 24
depreciation, 17
low-income housing, 17
old buildings, 17
real estate to other investment
comparisons, 16-17
rental property profits, 17
vacation homes, 27-28
taxes. See also tax advantages
advisors, 67
benefits, return on investments, 158
capital gain from appreciation, 301
depreciation, sheltering income
with, 290-291
gross profit, 303
implications, real estate to other
investment comparisons, 11
income, minimizing, 292-296
material participation, 297
net sale proceeds, 299
property taxes, undeveloped land
investments, 35
ramifications, borrowing against home
equity, 87
recordkeeping, organization
techniques, 280
substituted basis, 307-308
suspended losses, 295, 301
tax shelters, 296
taxable income, 293
tax-deferred exchanges, 304-308
1031 tax-deferred exchange, 57-58
Taxes For Dummies (Eric Tyson), 2
T-bills (Treasury bills), 95
TDS (Transfer Disclosure Statement), 311
team approach
accountants, 67
appraisers, 77
attorneys, 78
discussed, 65
establishing, 66
financial advisors, 68-69

lenders and brokers, 69-71
pre-offer periods, 66
reasons for, 66
tax advisors, 67
teaser rates, adjustable-rate mortgages, 94
temperament considerations, self
management versus hired help,
239-240
tenants. See also landlords
with disabilities, avoiding discrimination,
245-246
files, recordkeeping, 282
files, reviewing, due diligence, 206
inspecting property with, 267
rapport with, building good, 247-248
rent increases, 249
renter’s insurance, 276-277
tenancy in common, 223-224
TenantPro accounting program, 287
TIC (tenants in common), 56-60
Third Avenue Real Estate mutual fund, 40
third-party inspection fees, extra
charges, 98
three-party exchange, tax-deferred
exchanges, 57-58, 305
TICs (tenants in common)
advisory firms, 57-58
asset management considerations, 60
cash distribution considerations, 59
commission considerations, 59
investment limitations, 57-58
net investment considerations, 59
promotional efforts, 59
1031 tax-deferred exchange, 58
trophy, 56
timing the market, where to invest
considerations, 143-144
title, how to hold
corporations, 228-229
joint tenancy, 221-223
LLC (Limited Liability Company), 227-228
partnerships, 225-226
sole proprietorship, 221
tenancy in common, 223-224
title insurance, closing of escrow, 231-232
townhomes
PUDs (planned unit developments), 31
residential income property
investments, 30-31



Trans Union Web site, 263
transaction costs, real estate to other
investment comparisons, 11
Transfer Disclosure Statement (TDS), 311
transferability and analysis, leases,
146-147, 149
treasury bills (T-bills), 95
triple net properties, 60-61
trophy, defined, 56
trust deeds and notes, 61-62
Tyson, Eric
Home Buying For Dummies, 2, 21, 202
Investing For Dummies, 2
Mutual Funds For Dummies, 2
Personal Finance For Dummies, 2, 21,
86, 326
Taxes For Dummies, 2
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undeveloped land investments
buying in the path of progress, 34
carrying costs, 35
disadvantages, 35
downzoning dangers, 36
environmental issues, 36
landlocked properties, 36
opportunity costs, 34
researching, 35
zoning issues, 36
Undiscovered Managers mutual fund, 40
unequal contracts, 199
unilateral contracts, 190
unstabilized property, recourse
financing, 104
upgrades, rental property, 254-256
upside potential, leases, 146
U.S. Bureau of Labor Statistics
Web site, 122
utilities
billings, due diligence, 207
operating expenses, 163-164
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VA (Veterans Affairs), 53
vacancies. See also rental property

vacancy rates, occupancy levels, 128
advertising, 256
applications, accepting, 259-261
applications, verifying, 261-263
cosigners, 264
deposits, accepting, 259-261
environmental disclosures, 260
lease length options, 251
lease signing, 265-266
money collection, 266-267
notice-of-denial-to-rent forms, 264-265
renovations and upgrades, adding value
through, 254-256
rent amount considerations, 252-253
security deposits, 253
showings, 257-259
tenant selection criteria, establishing,
249-251
vacation homes
disadvantages, 27
home ownership investments, 26-28
tax tips, 27-28
valuation principles, leases
conformity, 150
demand, 149
fair market and investment value
comparisons, 151-152
highest and best use concept, 150-151
information sources, 152
progression, 150
regression, 150
scarcity, 149
transferability, 149
Value Line investment research
publication, 40
value-added properties, 182
value benchmarks, 153-155
Vanguard REIT Index Portfolio
mutual fund, 40
variable expense, property insurance, 232
verification, rental applications, 261-263
vernal pools, environmental barriers, 132
Veterans Administration Web site, 111
Veterans Affairs (VA), 53
voidable real estate contracts, 192
Voyager accounting software, 287
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walls and windows, property
inspections, 212
waste collection and disposal, operating
expenses, 164
water
quality of, environmental issues, where to
invest, 132
quality of, property inspections, 212
water usage, operating expenses, 164
Web sites
ADA, 246
American Century Real Estate
Investments, 39
ASHI (American Society of Home
Inspectors), 215
Building Owners and Managers
Association, 128-129
CGM Realty Fund, 39
Cohen & Steers Realty Shares, 39
Cornell Law School’s Legal Information
Institute, 111
CoStar Group, 120
D&B database, 263
E-LOAN, 111
Equifax, 263
Experian, 263
Fannie Mae, 111
FICO, 112
Fidelity Real Estate Investment, 39
Frank Russell Real Estate Securities, 39

Freddie Mac, 111
HSH Associates, 110
HUD (Housing and Urban
Development), 111
journalist-related, 111
Mortgage Bankers Association, 111
National Apartment Association, 128-129
Neuberger Berman Real Estate Fund, 39
Nolo Press, 111
Real Estate Research Corporation, 120
SSGA Real Estate Equity Fund, 39
T. Rowe Price Real Estate Fund, 40
Third Avenue Real Estate Fund, 40
Trans Union, 263
Undiscovered Managers Fund, 40
U.S. Bureau of Labor Statistics, 122
Vanguard REIT Index Portfolio, 40
Veterans Administration, 111
wetlands, environmental barriers, 132
workers’ compensation, 274
written contracts, 191
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Yardi accounting program, 287
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zero-cost mortgages, 98

zoning
undeveloped land investments, 36
violations, property inspections, 212



