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Dimensional Shingles Means 
Dimensional Savings!

By Cesar Sanchez

Have you ever been in this 
situation?  Whether the cause is 
storm damage, leaks, age or just 

simply the color of the shingles, you’ve 
determined that the roof needs to be 
replaced to realize the highest possible 
price for your property. You also know 
that the best and most competitive price 
is important whether you are selling or 
renting your property.  New occupants/
owners of the property have more than 
just a simple expectation of the roof – 
that it will not leak on their heads or 
their possessions.

With the goal of optimizing the value 
of your investment you need to make 
the correct decision on what type of 
new shingle you are going to install.  
Th e traditional 3-tab shingle will 
provide the basic function some owners 
are looking for, which is foundationally 
that that the roof does not leak.  A color 
change from the existing roof may even 
result in a diff erent look that you, as 
the owner, fi nd appealing.  It is good 
to keep this in mind when dealing 
with a rental property - that is choose 

something that will appeal to a wide 
variety of occupants.

Keep in mind that your rental 
prospects as well as possible purchasers 
will shop your competition before 
they decide on where they are going 
to live or what they will invest in.  If 
your competition has dimensional 
shingles, you too must have them in 

order to compete. If your competition 
has 3-tab shingles, then you will 
need dimensional shingles to beat 
them and win the new resident at the 
highest possible price. Why? Because 
dimensional shingles will absolutely 
add “curb appeal” to your property and 
will make it look more high-end.
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More Curiosity in the Economy 
as We Head into 2019

By Chris Kuehl, Ph.D.

It is that time of year. Along with 
all those sales and the ever-present 
renditions of “Gramma Got Run 

Over by a Reindeer” at the mall, there is 
the annual rite of the economists as they 
bravely try to assess what is to come in 
the next year. 

Th is is always just a little foolish 
as there is really nothing diff erent 
about moving from December 2018 
to January 2019. It is pretty much the 
same process as moving from May 2018 
to June 2018, but we like the feeling of 
a year changing and it seems to have 
all kinds of signifi cance that should 

be commented upon, whether it really 
does or not. 

Th ere is slightly more curiosity about 
this year’s transition, as there has been 
a political change in the U.S. that will 
likely have an impact on economic 
issues and there are similar changes 
taking place in other nations. Th ese will 
also play a role in the U.S. economy.

 Perhaps the most signifi cant is the 
fact that Mexico is shift ing from a 
right-of-center President to one that is 
decidedly on the left .

Th e last year has been a tough one for 
the construction sector, as the steam 
fi nally seemed to escape the housing 

sector. Not that this was a huge shock, 
as there had been predictions of just 
this transition for quite a while. Th ere 
have been warnings of headwinds for 
a couple of years now – everything 
from higher priced homes to higher 
mortgage rates. Th ere have been 
ongoing concerns regarding the lack of 
skilled labor and that has exacerbated 
the shortage of homes in some areas. 
Th e pace of new home sales has been 
slowing and so has the pace of existing 
home sales. Th e market for the “starter” 
home has all but vanished and now even 
the expensive second-home market 
shows some strain. Multi-family is still 

Dave Short

Dave Short has been working 
in the real estate industry for 
45 years and is one of the top 

agents in Indianapolis, Indiana.  Over 
the last 5 years he has fl ipped 200 houses 
in central Indiana.  He is a graduate of 
Indiana University and a member of the 
Central Indiana Real Estate Investors 
Association, where he holds a monthly 
meetup called “Dinner & Deals with 
Dave.”  In his spare time, he plays golf 
and is a semi-professional tournament 
poker player.

Please tell us a little about who 
you are and what you did before 
getting into real estate investing:

I graduated from Indiana University 
in 1971 and took a job in quality control 

Continued on Page 9

Continued on Page 14

Continued on Page 7

Dimensional shingles feature two layers of bonded 
material, giving a roof a more upscale look. 
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A Bit of Caution and a Sense of 
Watchfulness!

By Rebecca McLean, Executive Director, 
National REIA

As we head into the fourth quarter of 2018 we 
are evaluating the changes in markets all across 
America.  In January we came into 2018 with 

a heady mix of excitement and great expectations.  All 
indications were that 2018 was going to be an amazing 
year for rental owners, rehabbers, and nearly every 
other member segment that National REIA represents.  
Quarters one through three have fulfilled those 
expectations.  Home sales have been up, the price of 
housing has continued to rise, and rents in most 
markets have at least remained strong and some have 
continued to rise.  As we headed into the 4th quarter, 
however, a few blips on the overall housing scene have 
infused a bit of caution and a sense of watchfulness as 
we close out year.

Some reports are seeing a decline in rents in some 
markets, a slowdown in rehabbing nationwide, and 
a slowdown in home sales in much of the country.  
While it is hard to dispute the data I’m not sure I’m 
totally buying the doom and gloom message.  As Mark 
Twain famously said, “There are three kinds of lies – 
lies, damn lies, and statistics.”  Numbers, depending 
upon how they are collected and represented can tell 
totally different stories depending upon the point you 
want to make.  Unfortunately, I believe the media 
needs the urgent and the unsettling to sell their 
product.  Yes, sell.  The days of objective reporting 
seem to be long over.  Since so many news outlets exist 
today, it seems they have to have a “sensation” to beat 
the competition.  Who’s going to buy papers, read 
blogs, or listen to podcasts if everything has remained 
pretty much stable?  Status quo isn’t what people tune 
in for so that isn’t what the media gives the public.  
But enough of my rant about the state of social affairs.

A Serious Supply Problem
I do believe we may be facing a problem that those 

with an economic background may have already been 
seeing.  In the world of supply and demand we have a 
serious supply problem and in our world that means 
inventory, at least the kind of inventory that is in 
demand.  It seems the McMansion has fallen out of 
favor for the moment.  Those who can get credit or 
that have cash seem to be looking for what you might 
call a starter home.  The price of that will vary from 
market to market but in general terms the home you 
would have considered for your first house.  

I believe there are at least five reasons why this 
category of inventory is tight.  

1)  Builders aren’t building starter homes.  
Let’s think about this from a business perspective.  
If you have the lot and the financing to build would 
you rather bring a $175,000 home to market or a 
$300,000+ home to market?  Obviously, there is more 
profit in the higher priced home.  They have ever-
increasing overhead from higher fees, rising costs 
for environmental regulations and the wait time 
continues to increase for building permits.  It just 
makes more business sense to try to move the higher-
priced home.

2) Baby Boomers aren’t moving.  There was 
this assumption that Baby Boomers would retire 
and ride off into the sunset, or at least into a senior 
community to play golf with their friends.  This didn’t 
happen for several reasons.  Two reasons for this 
have been unexpected.  Sadly the 2008 crash has kept 
more Boomers in the workplace for far longer than 
they, or anyone else expected.  Many of them took 
huge hits to their retirement plans that still have still 
not recovered.  Some of them just want to continue 
working past when they had expected to now want 
to leave.  Since they are continuing to work they 
are also staying in homes that are generally close to 
their work.  Also, more Boomers than anyone ever 
expected are deciding to age in place.  I dealt with this 
with my father in law.  We even bought a home closer 
to us for him to move into but he was having none of 

it.  He was going to die in his own bed in the house 
he had been in for nearly 50 years… period.  I think 
many of us that are younger expected our parents 
to want to be in a retirement community – I mean 
look at all the amenities and someone else even does 
the cooking! – but our parents don’t necessarily feel 
that way as they’ve aged.  Sometimes losing a spouse 
changes their mind as being in the house makes them 
feel closer to the loved one they’ve lost.  There are 
many reasons but the statistics show home health care 
is definitely a trend on the rise.  

Here is a snippet from Home Health Care News that 
will make you think about upcoming advancements 
and trends in this area: “At the start of 2017, many 
people had just unwrapped an Amazon Echo device 
over the holidays and were getting to know Alexa. The 
implications for home care and home health seemed 
significant, and indeed, the year saw early successes. 
Providers like Libertana Home Health and Bayada 
Home Health Care began utilizing Echo technology 
in various ways; clients were able to self-report health 
metrics, for example, or interact with Alexa to reduce 
feelings of loneliness.”

3) Those that aren’t near retirement age aren’t 
necessarily moving to bigger houses.  The danger 
here is that we might miss this occurrence in the 
marketplace, just like we misjudged millennials due to 
our preoccupation with our own generations’ buying 
habits. Either way, for a host of reasons, many are just 
staying put. Part of the challenge is the appreciation of 
homes and the increase in interest rates. So yes, your 
home may have appreciated by over $50,000 but the 
home you wanted to own up the block appreciated 
by $65,000. Add to that the fact that you bought your 
current home at a ridiculous 3% interest rate and now 
rates are closer to 4.8%. How bad do I really want that 
bonus room, massive kitchen and crown molding? 
The kids are gone or are leaving; do we really need 
that extra bedroom or two? Back to McMansions: 
They are staying on the market longer and the prices 
are going down. The larger homes just aren’t in as 
much demand because people are rethinking that 
move. Keeping interest rates artificially so low for so 
long will have an effect on larger purchases as people’s 
mindsets have shifted about what is “normal” for 
interest rates.

4) Those who are moving up to more expensive 
housing aren’t necessarily selling their house.  More 
homeowners are keeping that second house as rental 
property.  It is widely accepted that there are more 
“mom and pop” landlords than there has ever been.  
With rental rates constantly increasing in most metro 
areas since 2008 and the quality of renters going up 
as many are renting by choice, being a landlord looks 
a lot more attractive – at least initially.  Contrast 
these positive changes with the fact that the stock 

market – while on quite the positive trend as of 
late – is confusing and scary to many people.  That 
makes renting your property sound like an amazing 
opportunity.  Now let’s be honest, being a landlord is 
generally not the walk in the park that many expect 
and many owners become frustrated and eventually 
sell.  However, it is keeping many starter homes off 
the market for longer than expected helping keep 
inventory in many communities quite tight.

5) Millennials are finally entering the housing 
market.  Millennials held the highest share of home 
buying activity out of all other generations for the 
fifth consecutive year, according to the 2018 Home 
Buyer and Seller Generational Trends study from the 
National Association of Realtors.

Just over one-third of all home purchases were made 
by Millennials, who held a market share of 36% over 
the past year, up from 34% in 2017. Amelia Josephson 
in a Smart Asset article, Sep 20, 2018 said, “The average 
salary of a millennial today is an estimated 20% lower 
than the average salary that a baby boomer had at 
the same age (in real terms). What’s more, today’s 
millennials are deeper in debt than their parents were 
at their age.”  They are struggling to get enough credit 
to purchase a home and they want – actually they 
need – homes in the starter category.

Increasing Desirability of Starter Homes
The increased interest rates just make starter homes 

even more desirable.  
It is my theory that the inventory problem – 

combined with many others that go along with it – 
may be one of the biggest reasons for the decline in 
home sales.  It isn’t that demand is decreasing – it 
is more likely that there is little availability of what 
qualified buyers WANT to buy.

Of course, holidays often skew numbers so keep 
that in mind as reports roll out and make sure you are 
seeing year-over-year numbers.  If you have ever had 
the opportunity to see one of my industry updates 
you will know how much short reporting periods can 
seriously distort data.

Speaking of the holidays, especially this past 
Thanksgiving, no one celebrates real estate like 
National REIA and our local Chapters and Affiliates.  
We are truly thankful for our industry and our 
opportunity to serve you, our members.  We believe 
that our members can help with any challenges in the 
housing industry.  For example, who most efficiently 
(and effectively) redevelops neighborhoods… and 
with private funding, no government assistance?  
Investors do!  We are one of the few hopes of getting 
those starter houses back into the community where 
individuals and families can benefit by finding a 
home.  We mean it when we say our members 
improve communities one house at a time!
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NREIA Legislative 
Update

Opportunity Zones 

Whether you call them Opp-Zones, OZones, 
or OZos, the investment flood is coming…
to a low-income census track near you!  By 

now most states have published maps of the various 
census tracks that have been approved as Opportunity 
Zones – and if you aren’t involved, you are missing out!

Periodically we hear about some new guru or 
technique that will revolutionize the real estate 
investing world.  Usually it’s a bunch of hype over one 
of several basic themes.  However, when Uncle Sam 
is involved, the incentives can be game-changing.  In 
late October, the Internal Revenue Service released 
70+ pages of regulations on these investment zones to 
develop opportunities for low income communities.  
Opp Zones were originally passed as part of the Tax 
Cuts and Jobs Act of 2017.  The intent was to greatly 
increase investment in low income communities 
that have often missed out, sometimes for decades.  
As Kathy Fettke points out (see article on page 18), 
Opportunity Zones are “…similar to a 1031 Exchange, 
but with some amazing fringe benefits.” 

While the rules are being digested, it would be a 
good idea to find out where those areas are near you 
and prepare for investments and options for investing 
there – before the December 31, 2026 deadline.  The 
summary of benefits is this:  Deferred taxes on the 
investment in an Opportunity Zone, Deferred Taxes 
on income reinvested in Opportunity Zones and Tax 
forgiveness on improvements in the building at sale 
time in opportunity zones – if it is held for 10 years.

Studies from the Federal Reserve have shown that 
Americans were sitting on $6.1 Trillion in untapped 
capital gains at the end of 2017.  The option to defer 
those taxes and reinvest them in Opportunity Zones 
until 2026 is the goal and benefit of this legislation – 
with an exit window of 2047!

At National REIA we are working with national 
partners to provide webinars on the Opportunity 
Zones, but don’t hesitate to reach out to local law 
firms, investment groups and municipalities for 
speaking engagements and developing relationships 
with members to take advantage of this window 
of opportunity!  It is likely that many states and 
municipalities will help prime the pump with 
investment incentives in some of their target areas – 
investing in a vacuum could really cost you!

Rent control
Rent Control has been on the back burner in many 

regions for quite some time.  We are hearing rumblings 
about this issue in many communities.  Please check 
National REIA’s state by state Bill Tracker for updates 
on state level legislation by visiting www.Nationalreia.
org/bill-tracking.  In California, Proposition 10 
recently caused quite a stir.  Californians voted down 
the expansion of “rent stabilization” which is PC for 
rent control in record numbers.  Make no mistake, 
there is a housing affordability issue in California, 
and people are struggling - especially working-class 
families, and the service industry support staff.  
However, the core idea that limiting cost of rent 
will, in any way, alleviate the problem is economic 
suicide.  The experiments in several American cities 

and numerous socialist and communist countries 
contrast dramatically with the benefits of a free and 
open housing economy: just compare prices and 
housing quality.

While a $65 million campaign helped defeat 
Proposition 10, the underlying belief that government 
intervention in the economy through rent control is 
still strong.  Over the next 2 years, the issue will play 
out in Illinois, Washington, Oregon, and Colorado.  
Residents of these states may have the opportunity 
to vote, or as in the case of Illinois, the legislature 
will likely overturn the ban on “rent stabilization.”  
That will in turn pave the road for municipalities 
to immediately kill housing development in their 
communities by artificially stagnating the cost of 
housing.  

As I recently discussed with a reporter, governmental 
intrusion results in a disincentive for the development 
of new housing stock.  Long term, as the housing stock 
ages, it is bad for everyone.

Similarly, several states are also intervening in the 
homelessness and affordability issues.  The two are 
sometimes related, but are just as likely to do more 
with lack of jobs or personal choices then just not 
paying the rent.  The modifications to the eviction 
process have been dealt with previously, and can often 
be separated into 3 categories: job loss, paycheck-to-
paycheck crisis (like a medical issue or car problem) 
or failure to make responsible decisions – such as 
the alcohol and drug abuse repeatedly recorded by 
Matthew Desmond’s book “Evicted.”   The true irony 
is that the third cause is then ignored…but I digress.

Companion Animals
In the 2017-18 legislative cycle, over 30 states 

introduced bills addressing the abuse of the companion 
animal as an ADA required accommodation.  The bills 
ranged in approach from increased fines for deceptive 
practices, to limits on qualifications for the provider 
of the “prescription” and the standards of medical 
necessity.  Bill Track 50 is watching this issue (and 
many more) – as you have your property destroyed 
by an accommodated pot belly pig and its companion 
duck, the necessity for engagement becomes clear!  
Additionally, please share stories and a pic of these 
situations with me by sending an email to Charles@
NationalREIA.org  We will share these with HUD 
and state legislators when they ask, “how bad is this 
problem really?”

What’s next?
This question has been asked repeatedly since the 

election (and will keep being asked).  Frankly, there is 
not a good answer.  There are weather report answers, 
like, well it could be overcast with a hint of snarling 
or bright and sunny with random bolts of lightning.  
The short answer is: no one knows.  I don’t believe 
the electeds know either.  Many times, issues develop 
from an event and its subsequent reactions, and not 
from a well thought out plan.

However, (as we go to press) with a monumental 
omnibus bill moving forward in December, 
immigrants storming the border, and mixed party 
control, you can bet there will be no end of talking-
heads pontificating well into 2019.  Don’t panic, 
but please stay involved with your local REIA on 
legislative issues.  Think about it: if not you, then who?

Phishing Scams on the Rise!
Law enforcement computer geeks are warning of 

an unusually high number of new “phishing” scams.  
Many scammers 
will ask the user to 
download or open 
a file, or at the very 
least click on a link.  
By doing so, a virus 
or hostile program 
is downloaded into 
your computer and 
will undertake any of 
a variety of problems.  
Be sure to not 
click on links from 
unknown sources 
and DOUBLE 
CHECK those from 
known sources.  A very successful trick is to slightly 
misspell a common email from a name brand store 
and re-direct you to the malicious site.

Additionally, if you receive a questioning email 
from your bank or a store, be sure it really is more 
specific than “about your recent purchase”.  Those are 
common, and unfortunately, effective tricks.  

Finally, do NOT use public WIFI – or if you do, use 
a VPN service to protect you from hacking, malware, 
man-in-the-middle attacks, etc.  Public hotspots are 
often spoofed and reading everything you’re looking 
at and/or stealing your personal information & 
passwords.  If you believe you have been compromised, 
immediately change your passwords.  For more 
information, please visit www.idtheft.gov.
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Weather the 
Season:

Four Ways to Leave 
Winter Remodeling 

Challenges Out 
in the Cold

By Sulema Vela, Southern Division 
Pro Director, Th e Home Depot

Winter weather oft en 
exposes vulnerabilities 
that potentially can 

require extensive and expensive home 
maintenance. Unfortunately, most 
owners only realize that their houses are 
not ready for the season when snow is 
falling or a high utility bill arrives.

As the fall season concludes, now is 
the perfect time to help your customers 
refi ne their homes for the approaching 
weather shift . Whether you are in 
the middle of a remodel or selling 
the value of proactive maintenance, 
there are plenty of opportunities for 
improvements that can deliver the 
comforts of a warm, fully-functional 
home at a manageable cost.

Th e following four strategies are 
essentials for any successful winter 
weatherization checklist.

1. Reinforce the Attic
Many homes – especially older 

models – lack the proper amount of 
attic insulation to successfully retain 
heat. Fortunately, the attic also is among 
the easiest areas of the home to refi ne 
for the winter. Diff erent regions of the 
country have diff erent recommended 
R-values, which defi ne how well a 
building resists heat. 

Use Th e Home Depot’s attic 
insulation calculator to determine 
your area’s recommended R-value and 
estimate how much insulation will be 
required for a particular attic. If applied 
properly, insulation can reduce overall 
energy costs by up to 20 percent.

Modern insulation also can deliver 
benefi ts beyond temperature control. 
Merchants from Th e Home Depot 

worked with Owens Corning to 
develop Pure Safety High Performance 
Insulation, which helps maintain 
healthy air quality. Available only at Th e 
Home Depot, this insulation is asthma- 
and allergy-certifi ed by the Asthma 
and Allergy Foundation of America. 
For added benefi t, the Owens Corning 
off ering also is fi re-resistant and deters 
noise, helping your customers sleep 
better knowing their family will be safe 
and healthy.

2. Mind the Gaps
To combat chills, many home owners 

simply opt to crank the heat, which 
works in the short-term but proves 
costly by season’s end. Quick fi xes, such 
as sealing gaps and cracks, prove much 
more cost-effi  cient. Th e average home 
has enough air leakage to fi ll a two-
foot-square hole – per Department of 
Energy estimates, this is the equivalent 
of leaving a window open all day.

Recommend a thorough property 
walk-through to determine the areas of 
the home that are most susceptible to 
draft s. Keep an eye out for holes, cracks 
and other gaps that can invite cold air, 
particularly near doors, windows, vents 
and pipes. If these areas need repair, 
foam sealants, weather strips and caulk 
off er low-hassle, low-cost fi xes.

Pipe maintenance also becomes 
more critical as the threat of a freeze 
rises. As you complete your walk-
through, be sure to evaluate internal 
and external pipes for cracks or 
insulation inconsistencies that could 

cause damage or disrupt water service. 
A burst pipe costs an average of $5,000 
to repair, according to the Insurance 
Institute for Business & Home Safety. 
On the other hand, pipe insulation 
costs less than a dollar per foot, and a 
smarter recommendation.

3. Heat Smarter
Why should your customers pay 

extra to heat unoccupied rooms? 
Recommend an upgrade to a modern, 
smart thermostat that reduces the toll 
on HVAC systems while also adding a 
contemporary feel to the home. Th ese 
thermostats sense movement and room 
occupancy, and automatically activate 
and shut off  heat to match. Chances 
are your customers have heard of smart 
thermostats, but have hesitated to 
upgrade in fear of installation challenges 
– this is a perfect opportunity for you 
and your team to take the lead.

For added convenience, recommend 
a new option like the ecobee4 with 
specialized technology that makes 
the thermostat more accurate and 
convenient. Th is model allows you 
to connect up to 32 room sensors to 
ensure even temperature across the 
home, and also features Amazon Alexa 
Voice service for simplifi ed control.

4. A Bright – and Effi  cient – 
Idea

Shorter days and longer nights mean 
more electricity usage. Recommending 
a change to energy-effi  cient light bulbs 
is a simple and oft en overlooked way for 
customers to keep costs down.

LED bulbs use 85 percent less energy 
than regular incandescent bulbs, 
which can lead to signifi cant savings. 
However, many customers have been 
reluctant to switch due to perceived 
weaker light quality when compared to 
incandescent alternatives. Fortunately, 
modern LED bulbs can provide rich, 
natural lighting.

Th e Cree 75-watt replacement LED 
R20, for example, is one of the brightest 
R20 LED bulbs available. Exclusive to 
Th e Home Depot, this bulb is a great 
option for areas of the home where 
customers want the most light, such as 
rooms with high ceilings. It also lasts 
more than 20 years, so customers won’t 
have to worry about climbing a ladder 
any time soon.

Successful weatherization oft en is the 
result of thorough consultation, and 
the ability for you and your customers 
to detect and address potential 
hazards before they become large-scale 

problems. Take precautions to ensure 
your remodel work can withstand the 
rigors of the season, and spare your 
customers from the chills, frustrations 
and expenses that far too oft en defi ne 
winter.

Sulema Vela is responsible for the Pro 
business in The Home Depot’s Southern 
Division, leading a team of more than 
80 Pro Account Representatives in an 
area that encompasses 700 stores across 
13 states. She has more than 18 years of 
experience at The Home Depot, starting 
in 1999 as a part-time cashier while she 
earned her Bachelor’s degree in business 
administration. During her time at The 
Home Depot, Sulema has served in a va-
riety of roles and capacities – including 
department supervisor, assistant store 
manager, store manager and district 
manager.
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Seven Things You Need to Know Before 
You Buy Rental Property

Thing Three:  Your Municipality and Its Rules
EDITOR'S NOTE:  The author 

resides in Pennsylvania and, as such, 
occasionally makes references to 
Pennsylvania law.  Please check with 
your local laws and ordinances, as they 
differ from state to state.

 
By Bradley S. Dornish, Esq.

Many inexperienced landlords 
find a great property at an 
unbelievable price in a nice 

neighborhood, and hurry to buy before 
the Seller realizes he or she has priced 
the property far below its value. Only 
after closing on a real steal does the 
buyer realize that the Seller has stolen 
money from the buyer, because the 
municipality makes the property worth 
far less than the Buyer eagerly paid.

How could there be such a swing in 
value, just because of a municipality?

 Zoning, parking, rental registration, 
occupancy and even building 
inspection rules can leave your great 
deal in the loser column immediately.

 Start by checking the zoning of the 
area where your potential acquisition is 
located. If it is a 4-unit building in an 
area zoned for not more than a duplex, 
you could be in trouble. You could price 
your offer, get an appraisal, and a loan 
based on the income from 4 units, only 
to find shortly after closing that two of 
your units were never legally zoned, and 
must be left vacant. Worse, you must 
remove two of the beautiful kitchens 
which were the thing that sold you on 
the property in the first place. 

When you apply for a variance, so 
that you can get more rent and afford 
your mortgage payments, you learn 
that the area is too densely populated 
already, and without off-street parking 
for two cars per unit, or an eight-car 
parking lot, you can’t get a variance.

 So, six months after you closed, you 
decide that the Seller must have known 
that she really had a two-unit, and you 
want to sue her for your money back, 
even though she seemed like a sweet old 
widow. 

'Doctrine of Merger'
You contact a lawyer who explains 

that Pennsylvania law includes the 
“Doctrine of Merger.”  That means that 
any representation the Seller made to 
you about the property merged into 
the deed at the time of closing, and was 
extinguished, unless your agreement of 
sale specifically provided that Seller’s 
representations survived the closing. 

In short, you can’t sue her. If you do, 
you will lose. You will only get half the 
rent, nobody will pay what you did for 
the property as a two-unit, and you still 
owe the mortgage company the whole 
monthly payment, which is more than 
you are collecting in rent.

Maybe you can move into the 
property when your wife kicks you out, 
and use the vacant units as part of a 
legal unit.

The whole mess could have been 
avoided by going to the municipal 

zoning office and checking to make 
sure the zoning records matched the 
current use of the property before you 
even presented an offer on the property, 
let alone closed. 

Could the real estate agent, the title 
company, the appraiser or the lender 
have discovered this problem and let 
you know? Was someone negligent?

 Maybe you have claims which could 
turn into a lawsuit, and I make a living 
on lawsuits involving real estate, so I 
am hardly the one to complain about a 
good suit. But I’d rather see you have a 
building that cash-flows and not have 
to spend time and money on a lawsuit 
to try to get the benefit of your bargain 
in court. 

 Non-Conforming Use
Even if you know the zoning of your 

building, and there is a valid pre-
existing non-conforming use for four 
units in an area now zoned for not more 
than two units, you are not out of the 
zoning woods. Many non-conforming 
uses become illegal if they are not 
continuously occupied as such. So, if 
your legal four-unit in a single-family 
district has a vacant unit for six months 
in some places, or a year in others, you 
may only be able to rent three units. 

A client of mine decided to renovate 
the vacant unit after she bought such 
a building, and after it was renovated, 
couldn’t rent it unless she gave up 
another unit in the building. That was 
a rock and a hard place with no happy 
ending. 

Make sure a non-conforming use 
is rented when you buy it, and doesn’t 
disappear at the stroke of midnight 
after you buy the property.

Investigate the Municipality 
Where You are Buying

Even if your zoning is perfect, you 
still need to know more about the 
municipality where you are buying 
property. If you don’t see enough 
off-street parking for all of your 
tenants and their guests, check the 
local parking restrictions. Is on street 
parking allowed overnight? Does a 
street cleaner force weekly changes in 
parking patterns? Are permits required 
to park in the neighborhood? 

Near Pittsburgh, on a busy urban 
street, an out-of-town client bought a 
five-unit building with plaster walls, 
hardwood floors and recently updated 
kitchens for $120,000, or only $24,000 
per unit. The Buyer thought that the 
three vacant units would rent easily for 
$600 each, and the two rented at $350 
each could be raised to $600 as well. 
$3,000 per month rent, with a $900 
mortgage looked like a great deal with 
strong cash flow, and no rehab work to 
be done!

Instead, one of the tenants at $350 
left, and the other beautiful units just 
wouldn’t rent. It turned out that there 
was no on-street parking on the street 
where the building was located, no 
overnight on-street parking in the 

neighborhood, and the only municipal 
lot was over three blocks away. With 
cuts in bus service and the closing of 
the urban grocery store nearby when it 
had been replaced by a strip center only 
a mile away, prospective tenants with 
cars had nowhere to park overnight, 
and prospective tenants without 
cars couldn’t get to the food store or 
downtown by bus without walking five 
blocks. 

We were able to reduce the assessment 
on the building, saving taxes. Some day, 
when my client finds a nearby building 
to tear down for parking, the building 
will be easier to rent. Until then, it loses 
money every month.  

The seller made no representations 
about the parking, and had discounted 
the building based on difficulty in 
renting, so again there is no claim. A 
simple visit to the municipal offices 
would have disclosed the parking issues 
before the agreement of sale was ever 
signed.

Another Issue: Restrictive 
Ordinances

Another issue that comes up after 
the purchase of rental property is the 
restrictive nature of rental registration, 
tenant conduct and student housing 
ordinances. 

Throughout Pennsylvania, we are 
fighting all of these types of ordinances 
and the burdens they place on 
landlords. However, the fees must be 
paid and the rules followed until we get 
them overturned. 

Surprises to unwary purchasers 
include $50 to $100 per unit per year in 
rental registration fees in many areas, 
inspections with fees for the inspections 
and lists of work to be done at the new 
owner’s expense. Even more serious can 
be student housing ordinances which 
restrict who can rent your units. Since 
the Pennsylvania Supreme Court has, 
at least for now, held that students are 
not a protected class, local governments 
can, and often do discriminate against 
students.

Clients of mine have purchased 
single-family homes just a few blocks 
from colleges, with students lined up 
to rent, only to find out another house 
within 500 feet was rented to students, 
so their house could not be student 
housing. In another case, my clients 
bought and substantially renovated a 
six-floor, 12-unit apartment building 
in a downtown business district near 
a college. If they refused to rent to 
students, they could rent the property 

to other tenants as it stood. But if any 
tenants were taking at least 12 credits at 
a college, university or the local medical 
school, a sprinkler system was required 
by the municipality to be installed at 
a cost of over $100,000, or the floors 
above the second floor had to be closed.  

To avoid closing the upper floors 
and devaluing their building while we 
fought the unreasonable ordinances 
and improper interpretation of the 
sprinkler requirement, my clients were 
forced to sell for less than their property 
was worth. Had they known of the 
student housing restrictions before 
they closed on the purchase, or before 
they spent lots of money renovating the 
building, they would have avoided a 
long and expensive legal battle. 

Know What You're In For, In 
Advance

Finally, building codes and 
ordinances on property maintenance, 
and their aggressive interpretation 
against landlords in some communities, 
can be very costly if you don’t know 
what you are in for in advance. A new 
fire escape can cost $10,000 to $20,000 
or more. Each window facing the fire 
escape might have to be fire-rated, 
raising the cost from $200 for a regular 
replacement window to $1,000 per fire-
rated window. 

Hard-wired interconnected smoke 
detectors can also cost thousands to 
install in an existing building. 

Being involved in your local landlords’ 
or property owners’ association, and 
talking to other owners of rental 
property in the areas where you are 
ready to invest can be the difference 
between a successful investment and a 
nightmare. 

Unfortunately, title companies don’t 
pull local ordinances, since they don’t 
affect the title to the property. 

There is no rule requiring sellers or 
agents to disclose the local ordinances, 
so you are pretty much on your own.

Assume the worst, talk to local 
officials and other local landlords, and 
get to know the ins and outs of the 
local rules, and the local inspectors, 
before you gamble the success of your 
real estate investing on what you don’t 
know! 

Bradley S. Dornish is a licensed attor-
ney, title insurance agent and real estate 
instructor in Pennsylvania.  He can be 
reached at bdornish@dornish.net.

Parking restrictions 
could  render your 

property unrentable.
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What Does it Mean to be an Accredited 
Investor?

By Than Merrill 
Many investors aspire to one day 

become an accredited investor, as the 
mere addition of the word “accredited” 
to their title suggests an incredible sense 
of accomplishment. An accredited 
investor is, after all, an investor 
that has demonstrated the ability to 
realize success in their field. While 
not everyone may currently be an 
accredited investor, it is quite possible 
to work your way toward becoming 
one. With a mind for due diligence and 
a sound business strategy, real estate 
may be your key to finally becoming an 
accredited investor.

What is an Accredited Investor?
The term “accredited investor” refers 

to a person or business that has been 
given permission by the Securities 
and Exchange Commission (SEC) 
to deal in securities that may not be 
registered with financial authorities. 
In order to be granted access to deal 
in unregistered securities, however, 
accredited investors must satisfy at least 
one of several requirements outlined 
by the SEC under Regulation D. More 
specifically, accredited investors need 
to meet minimums regarding income, 
net worth, asset size, governance status 
or professional experience.

The sole purpose of declaring an 
individual or business entity as an 
accredited investor is to identify those 
that are financially savvy and who have 
already demonstrated an increased 
propensity for mitigating the economic 
risk of investing in unregistered 
securities. The concept of an accredited 
investor is to identify those who are 
more capable of dealing in risky 
unregistered securities.

Since accredited investors are 
typically at risk of losing an entire 
investment, they must prove to the 
proper authorities they are capable of 
weathering any sort of “storm” that 
comes their way. That said, accredited 
investors can come in the form of 
anything from banks, insurance 
companies, brokers and trusts to high 
net worth individuals (HNWI).

Accredited Investor 
Requirements

Accredited investor requirements 
vary from jurisdiction to jurisdiction 
and are often the product of a competent 
local market regulator. However, 
the SEC has put forth very specific 
requirements for accredited investors 
in the United States. According to Rule 
501 of Regulation D, an individual must 
meet one of the following requirements 
to be considered an accredited investor:

• The individual must have 
earned more than $200,000 (or 
$300,000 with a spouse) in each of the 
last two years. Not only that, but the 
same person must reasonably expect to 
make roughly the same amount in the 
current year.

• The individual must have 
a combined net worth of at least $1 
million, either alone or together with 
their spouse (not including the value of 
their primary residence).

According to Rule 501 of Regulation 

D, a business entity must meet one 
of the following requirements to be 
considered an accredited investor:

• The business entity must have 
more than $5 million in assets.

• If the business entity is made up 
of equity owners who are, themselves, 
accredited investors, the business is 
then considered to be an accredited 
investor. However, a business entity 
may not be built for the sole purpose of 
buying unregistered securities.

Qualified Investor vs. 
Accredited Investor

More often than not, people 
incorrectly assume qualified investors 
(also known as qualified purchasers) 
are the same as accredited investors. 
However, while the two terms 
sound interchangeable, they have 
several differences that warrant your 
consideration.

Most notably, the financial 
thresholds each investor must meet 
are incredibly different. Whereas an 
accredited investor either needs to be 
worth more than $1 million or have an 
earned income in excess of $200,000 a 
year, qualified investors must exercise 
a net worth of more than $5 million. 
In other words, qualified investors are 
essentially more qualified to purchase 
unregistered securities than even 
accredited investors.

How to Become an Accredited 
Investor

There isn’t a universal process for 
becoming an accredited investor, nor is 
there a single path an interested party 
must adhere to. What’s more, there’s 
no need to register, fill out a form, or 
even apply for a certificate. Instead, it’s 
the sole responsibility of the sellers of 
unregistered securities to verify that 
the investor they intend to work with 
is — in fact — accredited.

Therefore, to become an accredited 
investor, one must not only be able 
to meet the previously discussed 
requirements, but also prove that 
they have done so. If for nothing else, 
the sellers of unregistered securities 
are going to want proof that they are 
dealing with accredited investors. As a 
result, it is recommended to be prepared 
to answer a questionnaire.

“The questionnaire may need to be 
accompanied by various attachments, 
like account information, financial 
statements, and balance sheet to 
verify the qualification. The list of 
attachments can extend to tax returns, 
W-2 forms, salary slips, and even letters 
from reviews by CPAs, tax attorneys, 
investment brokers or advisors. 
Additionally, the issuers may also 
evaluate an individual’s credit report 
for additional assessment,” says Shobhit 
Seth in a November 2018 article.

Using Real Estate Investing to 
Become an Accredited Investor

If you have yet to meet the 
requirements of the accredited investor 
definition, you may want to consider 
using real estate to make your way 
toward becoming a high net worth 
individual. Real estate is, after all, a 
primary component of today’s most 
wealthy individuals, and for good 
reason. A strong real estate portfolio is 
capable of generating attractive returns 
though a variety of exit strategies: 
Rehabbing, wholesaling and rental 
properties.

Rehabbing, in particular, has served 
investors well in recent history. In the 
second quarter of this year, “Homes 
flipped in Q2 2018 sold for an average 
of $65,520 more than what the home 
flipper purchased them for,” according 
to a recent ATTOM Data Solutions’ 
Home Flipping Report. At that rate, the 

average investor flipping homes in the 
U.S. is yielding an average gross return 
on investment of 44.3 percent. Few, if 
any, investment vehicles are capable of 
matching the returns today’s investors 
are seeing, and it’s not hard to see why 
real estate may be one of the best paths 
to becoming an accredited investor.

Summary
The term accredited is often used 

to refer to someone that is officially 
recognized or authorized. When 
placed in front of the word “investor,” 
however, the adjective acts as a title 
— one that highlights the continued 
success of a respective investor. After 
all, an accredited investor is something 
almost every investor in the field of 
real estate aspires to become. That said, 
if you hope to become an accredited 
investor one day, real estate may be the 
vehicle that gets you there.

Than Merrill is Founder and CEO of For-
tuneBuilders, Inc. He has bought and 
sold hundreds of properties nationwide 
during his investing career and founded 
FortuneBuilders with the simple idea of 
sharing his knowledge and passion for 
real estate with aspiring investors. As a 
graduate of Yale University and a former 
NFL player, Than attributes his success in 
sports, business and investing to coach-
ing, education and systems. Learn more 
at www.fortunebuilders.com.

Accredited investor requirements vary from jurisdiction 
to jurisdiction, but the concept is the same: High net 

worth individuals get accredited more often than not.

•

 The idea of an accredited investor is to identify 
those that are prepared to take on projects with 

significant risk.

•

 Accredited investors must have earned more than 
$200,000 (or $300,000 with a spouse) in each of the 
last two years and expect to make roughly the same 

amount in the current year.



Beyond the “look” of dimensional 
shingles merely representing a higher 
value to today’s renters and buyers, it is 
an expectation coming from TV Home 
Improvement shows, including HGTV.  
The “look” has grown to become the 
preference, but it doesn’t come at the 
cost one might think!

Before I share with you a great way 
to lower your costs on dimensional 
shingles, please allow me first to share 
a few of the other benefits.

If you live in coastal areas that 
regularly experience high wind 
speeds, you should strongly consider 
dimensional shingles. They have a 
much higher performance rating 
against higher wind speeds than 3-tab 
shingles.  This higher wind speed rating 
is a result of two standard components 
- heavier weight to the shingles and 
more nails holding down the shingle. 
A standard wind speed rating for 3-tab 
shingles is 60 mph compared to many 
of the dimensional brands at 100 mph 
and some as high as 130 mph.  It is not 
worth the risk to your investment and 
peace of mind to install a 3 tab, based 
on the rather frequent occurrence of 60 

mph winds.
High wind speeds also occur just as 

regularly in many inland areas of the 
United States.  Whether your area is a 
high risk for tornados, spring storms, 
blizzards or just strong cold fronts 
moving through, your roof will benefit 
from dimensional shingles!  After 
all wind is wind, whether it is coastal 
or inland, and it can cause property 
damage to your roof if you do not make 
the right decision.

Isn’t it great when a big purchase 
comes with a solid warranty? The typical 
3-tab shingle comes with a 20-year 
warranty.  However, the base warranty 
for many dimensional shingles is 30 
years and some prorated warranties 
being are quoted as 45 years or even 
lifetime.  Without a doubt dimensional 
shingles have a longer warranty period.

All asphalt roofing manufacturers 
make several “premium” levels of 

dimensional shingles which naturally 
come at a premium price.  My 
professional opinion is that you need 
to be reasonable with this decision. 
The standard level of dimensional 
shingle should serve your needs and 
meet the expectation of your renters 
or new owners. Even if you utilize the 
following recommendations to get the 
best pricing, it will be difficult to justify 
the cost of the premium dimensional 
shingles.

Similar to every other expense 
relating to improvement of your real 
estate investment, you want the best 
price for your new roof.  How do you 
know if you are getting the best price? 
After all, it isn’t just about the labor 
costs.  As an investor, just like many 
home builders and large real estate 
management companies, you need to 
separate the materials from the labor 
to install.  When you, as the owner, 
supply the materials you are avoiding a 
contractor mark-up of roughly between 
25 to 40% on those materials. You 
must realize there are more materials 
required to install a new roof aside from 
just the shingles.  A thorough materials 

list can be developed by a supplier. 
Most suppliers now use a satellite image 
of your investment to develop that 
materials list.

The ultimate best pricing for your 
roofing materials can be achieved 
when you utilize a Group Purchasing 
Organization (GPO), like Allied 
America.  They will combine your 
roofing project with others across the 
country to bring the most competitive 
volume pricing to its members.  Now, 
thanks to new partnership with 
National REIA, members can achieve 
huge savings on roofing materials 
through Allied’s relationship with two 
of nation's largest roofing material 
distributors.  This in turn makes 
available to NREIA members the 
greatest range of selection in shingles 
and other roofing materials.  It’s time 
to put the savings back in your pocket! 
We look forward to serving you!  For 
more information please visit www.
alliedamerica.com/nreia.

Cesar Sanchez is President of Allied Amer-
ica.
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'What I Wish I Knew the Last Time 
Around'

By Jeffery S. Watson, Esq.

Recent conversations with various 
clients made me think about 
what I wish I would have known 

back in 2004 and 2005 that would 
have made my life a whole lot simpler, 
happier and more profitable in the years 
following.  Feel free to eavesdrop as I 
pen something I wish someone would 
have written to a younger me…

“CHECK YOUR EGO!!  Just 
because you are making 
money and have growing 
equity, it doesn’t mean 

you are smart and have it 
all figured out!”

I still recall the day I ran the 
calculation using a formula set forth by 
the late Tom Stanley (The Millionaire 
Next Door), and a big smile came across 
my face.  I had supposedly made it to 
a certain level of net worth, but I had 
done it through leveraging real estate 
without an eye toward the long-term 
future.  As long as the market went up, 
values increased, and tenants paid their 
rents, I was OK.  I thought I had it all 
figured out; but as time marched on, I 
found out I wasn’t as smart as I thought.

I’m seeing today a whole new 
generation of real estate investors who 
haven’t been through any downturns, 
and they, like the younger me, think 
they have it all together because every 
deal they touch makes them some 
money.  It’s a recognized fact that 
property values will not always increase 
and may even severely decline.  Because 
of the entitlement mindset of many in 

society today, there are more tenants 
than ever who will stop paying their 
rent when it is in their best interest to 
do so

What I would have said to myself 
years ago is this:  Yes, you think you 
are smart because you have several 
properties leveraged aggressively with 
“good, long-term, fixed-rate debt,” 
and you’ll let your tenants pay these 
mortgages for you with their rent, 
and you’ll get rich.  But what you have 
actually done is assisted the bank by 
taking the risk for those to whom the 
bank is unwilling or unable to lend 
money and transferred it to yourself as 
a landlord.

Today, that kind of risk scares me.
Life would also have been so much 

less troublesome if someone had sat me 
down a dozen years ago and taught me 
the importance of having deep reserves 
for each and every rental property.  I 
wish I would have been told to have a 
minimum cushion of 3 months of gross 
rental income per property set aside so 
that when a unit went vacant, I could 
take my time to select a good tenant 
rather than renting to the first person 
who showed up with a couple months 
of rent in their pocket.  I understood 
the importance of planning and saving 
money every year for future expenses 
such as new HVAC, hot water tanks 
or roofs, but I didn’t take that to heart 
and incorporate it into my business 
practices when I should have.

Slow down and do things the right 
way! Get adequate reserves in place 
so you can manage and overcome any 
hiccups or surprises that will inevitably 
come your way.

Unfortunately, there are investors 
out there who have an advanced case 
of “I-gotta-do-a-deal-it is.”  They derive 
much of their satisfaction and meaning 

in life from moving from one deal to 
the next in rapid succession; however, 
there are times to buy, times to sell, and 
times to simply hold, manage and wait. 

While the excitement of property 
management may not be for everyone, 
there is a reward for the diligence 
required to consistently manage 
income-producing, appreciating assets 
over a long period of time.  That type of 
activity generates the most tax-favored 
income and allows the investor to 
maximize the tax savings and strategies 
that can come from owning long-term, 
rental real estate.

I’ve also learned that opportunity 
rarely comes at opportune times.  You 
have to be prepared to take advantage 
of an opportunity when it comes by 
having funds sitting in reserves for just 
such an occasion, having a network 
of other likeminded individuals with 
whom you can collaborate on such a 
deal, and having the negotiating skills 
necessary to give yourself the best 
opportunity to structure the deal in a 
way that is best for you when it comes 
along.  People who suffer from “I-gotta-
do-a-deal-itis” are the least likely to 
find themselves in such a position.

I remember some of the names and 
faces of people I met in 2006 and 2007 
who had left whatever job or corporate 
position they had and were going full 
time in the real estate investing field 
by buying and selling houses, and 
occasionally fixing them up and selling 
them for more money.  Unfortunately, 
most of them did not survive the next 
few years in business because they 
didn’t follow the advice one of my 
mentors once told me:  Make sure 
you have another source of income 
during the lean years as a real estate 
investor.  I’m grateful that I have always 
maintained a full-time law practice 

while being a part-time real estate 
investor.  During the lean years, it was 
what kept me going.  During the good 
years, it supplied me with a lot of deals.

Having a plan for how the money will 
come in every month and then having 
at least one backup to that plan is 
essential if you are going to succeed as 
an entrepreneur or real estate investor.  
There are times in the economy when 
buying and selling in quick succession is 
not happening due to a lack of liquidity 
or other market factors.  Having a 
second source of income will allow you 
to survive the turbulent down times.

Lastly, I wish I would have known 
sooner about advanced techniques 
such as how to use options in a 
strategic manner and, in conjunction 
with options, how to do property 
management and master leasing.  The 
good news is that these techniques 
require intelligence and negotiating 
skill rather than just economic capital.  
The downside risk associated with these 
strategies is also substantially lower 
than the strategies I used in the past.

We know downturns in the economy 
will eventually come again.  Make 
the changes needed now to put you 
and your business in the best possible 
position when that time comes.

Jeffery S. Watson is an attorney who has 
had an active trial and hearing practice 
for more than 25 years. As a contingent 
fee trial lawyer, he has a unique perspec-
tive on investing and wealth protection. 
He has tried over 20 civil jury trials and 
has handled thousands of contested 
hearings. Jeff has changed the law in 
Ohio 4 times via litigation.  Read more of 
his viewpoints at WatsonInvested.com.

Dimensional Shingles Mean Dimensional Savings  ... continued from page 1
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Equity Trust is a passive custodian and does not provide tax, legal or investment advice. Any information communicated by Equity Trust is for educational purposes only, and should not be construed as tax, legal or investment advice. 
Whenever making an investment decision, please consult with your tax attorney or financial professional.

© 2017 Equity Trust®. All Rights Reserved.ET-0093-02-01

Equity Trust Company, a Self-Directed IRA Custodian, 
offers National REIA Members over $700 of Wealth 
Building Education & Tools for FREE!

• Profits grow in a tax advantaged environment
• You have the ability to diversify your retirement by 

investing alternatively in real estate
• You gain an additional source of capital for investing

Why a Self-Directed IRA?

As a National REIA Member when you open a new account with 
Equity Trust Company, you receive:
Free Account for One Year - A Self-Directed IRA account free for one year with no annual maintenance fee
*$205 is your minimum savings, actual savings could be greater depending upon account value. $50 set-up fee still applies.

$205 FREE!

Access to National REIA Gold Level Service Team with over 15 years of SDIRA Experience - Complimentary 
National REIA Gold Level Service Membership included in your first year; dedicated point of contact and priority 
processing

$249 FREE!

Jumpstart to Financial Freedom Home Study Course - Ten valuable educational downloads (video and audio) on 
topics ranging from self-directed IRA rules to real estate rehabbing $249 FREE!

Digital Download of #1 Ranked Self-Directed IRAs: Building Retirement Wealth Through Alternative 
Investments (book) - Showcases diversification strategies that will change the way you think about retirement 
investing and could change the course of your retirement forever

$1495 FREE!

Digital Download “Snapshot of Self-Directed Investing” Video - Jeff Desich (Vice Chairman,  
Equity Trust) shares his insights into growing your wealth using your self-directed IRA and other self-directed 
retirement accounts

$2995 FREE!

Wealth Building Education and Resources - 25% discount off any Equity University education products BONUS!

Learn more by calling 844-732-9404 or by visiting www.TrustETC.com/NationalREIA
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How to Combat Rising Health Care Costs 
with Your Real Estate Investing

By Kent Kinzer

You could grow your real estate 
investing and save for one of 
the most expensive retirement 

expenses, all while potentially saving on 
taxes. 

Many investors don’t realize the 
Health Savings Account (HSA) may 
double as an investment tool. When 
the account is opened through a 
self-directed account custodian, the 
investment possibilities become nearly 
limitless.

As with other self-directed accounts, 
you can invest your self-directed HSA 
in what you know best – whether it’s 
real estate, notes, private equity and a 
variety of alternative assets, or possibly 
traditional assets like stocks, bonds and 
mutual funds. 

In addition to funding investments, 
self-directing your HSA could have 
the added benefi t of helping you save 
for one of the most expensive costs 

you’ll face in retirement. It is estimated 
that a 65-year-old couple retiring in 
2018 would need $360,000 to cover 
health and medical expenses through 
retirement (HealthView Services’ 2018 
Retirement Healthcare Costs Data 
Report).

Potential “Triple Tax Benefi ts:” 
Today and in Retirement 

Arguably among the most valuable 
features of an HSA are the tax 
advantages. As Ray Martin stated in a 
recent CBS News Money Watch article, 
“no other account for long-term savings 
allows this triple tax-free benefi t.”

• Contributions to an HSA 
are tax-deductible (subject to income 
limitations)

• All cash and investments 
inside an HSA are not subject to tax 
and can compound tax-free.

• Distributions from an HSA 
are tax-free as long as they are used for 
qualifi ed medical expenses.

Th ere are certain eligibility 
requirements and rules to be aware of. 
Reference IRS Publication 969 and IRS 
Publication 502 for more information.

Unlike self-directed IRAs and other 
retirement accounts, you can begin 
enjoying the tax-advantaged benefi ts of 
an HSA well before age 59½ without tax 
or penalty, as long as the funds are used 
for qualifi ed medical expenses.

In addition to helping save for health 
care expenses during retirement, it 
may also be possible to view your HSA 
similar to another Traditional IRA.

Aft er you turn 65, funds distributed 
from an HSA for something other 
than qualifi ed medical expenses are 
no longer subject to the 20-percent 
early distribution penalty and are only 
subject to ordinary income tax.

An Account that’s Yours to 
Keep

Unlike Flexible Spending Accounts 
(FSAs) and other medical savings 

accounts, HSAs are not “use-it-or-lose-
it.” Account balances may be carried 
over from one tax year to the next.

You determine how much is 
contributed to your HSA each year 
(based on the contribution guidelines 
set by the IRS), and whether to pay 
current medical expenses from the 
account or save the money for future 
medical expenses.

It may also be possible to pay for 
medical expenses out-of-pocket 
when they are due, while saving all 
documentation and receipts so you 
can reimburse yourself with a tax-free 
distribution from your HSA at a later 
date.

Finally, similar to an IRA, your HSA 
is entirely portable and stays with you 
even if you change jobs. However, if 
your new employer doesn’t off er a high-
deductible health plan (or you decide 
to change plans and are no longer 
enrolled in a HDHP), you can no longer 

Continued on Page 9
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contribute to your HSA but can still 
invest your current funds.

Who Can Open and Grow an 
HSA

To be eligible for an HSA, you:
• Must be covered by a High 

Deductible Health Plan (HDHP)
• Must not be covered by another 

health insurance plan (not applicable to 
specific injury insurance and accident, 
disability, dental care, vision care or 
long-term care)

• Must not be enrolled in 
Medicare

• Cannot be claimed as a 
dependent on someone else’s tax return

Because you must be enrolled in a 
HDHP to be eligible for an HSA, you 
can potentially reduce your monthly 
premiums, while additionally having 
the opportunity to save for medical 
expenses in an HSA.

It’s important to note that the 
contribution limit for HSAs is $3,400 
for single accounts holders, but it is 
possible to save more in an HSA by 
investing in alternatives, like other self-
directed retirement accounts.

Case Study: The HSA as a Real 
Estate Investment Vehicle

To further grasp how powerful an 
HSA could be for real estate investors, 
consider this hypothetical example: 

To reduce their health insurance 
premiums, Joe and Sally switch from 
a standard health insurance plan to 
a high-deductible health plan. They 
decide to add an HSA to save for health 
care-related expenses. 

Experienced investors in real estate 
options, Joe and Sally are familiar with 
self-directed investing with their Roth 
IRAs. They decide that a self-directed 
HSA is a smart choice and elect to 
open their account with a $6,250 
contribution matching the deductible 
in their HDHP insurance policy. They 
now have total health care coverage 
costs of $9,070 ($2,820 for their HDHP 
+ $6,250 contributed to their HSA) 
and have reduced their overall medical 
coverage costs by $750, or nearly 8 
percent, compared to when they had a 
standard health care plan. 

Of course, unlike before, nearly 
two-thirds of their spending goes into 
their self-directed investment account, 
instead of 100 percent into insurance 
premiums. Rather than paying an 
insurance company the $6,250 for a 
lower deductible, Joe and Sally will 
put this money to work in their self-
directed HSA. 

Solving Health Care Costs with 
Just One Investment 

During the first year of their new 
health coverage program, Joe and 
Sally have total out-of-pocket medical 
expenses for their family of $1,000 
(doctor visits, prescriptions, etc.), which 
are paid from their HSA. In addition, 
they use $100 from their account to 
purchase an option on a piece of real 
estate, selling that option later in the 
year for $7,000 – a profit of $6,900, tax-
free. 

At the end of the year, the $6,900 is 
still in their self-directed HSA, along 
with the $5,250 they didn’t draw out 
of their $6,250 contribution, for a total 

account value of $12,150. Previously, 
Joe and Sally spent $9,720 annually for 
their health insurance premiums. 

Even though most plans don’t fully 
cover all medical costs, we’ll assume 
they had no other out-of-pocket medical 
expenses. In the first year of their new 
plan, their HDHP, with an annual 
premium cost of $2,820, saves them 
$6,900 in medical coverage premiums 
(over 70 percent), and they are able 
to make $6,900 in tax-free profits by 
investing in what they know best. 

Plus, Joe and Sally now have $12,150 
in their HSA. They have gained control 
over their medical expenses with just 
one investment. 

Exclusive Self-Directed Account 
Offer for National REIA 
Members 

You have the opportunity to begin 
investing with a self-directed HSA, fee-
free, for a year. Equity Trust Company is 
a national sponsor for the National Real 
Estate Investor Association (NREIA) 
and is offering NREIA members and 
its affiliated chapter members the 
opportunity to experience the concept 
of self-directed investing with a free 
self-directed account (an HSA, IRA or 
other account) for one year.*

In addition to a free account, NREIA 
members receive: 

• GOLD Level Service 
membership (priority processing and 
exclusive access to an experienced 
client service team) for one year

• Digital download of #1 ranked 
book on Amazon - "Self-Directed IRAs: 
Building Retirement Wealth Through 

Alternative Investing"
• More wealth-building 

education
Visit www.trustetc.com/nationalreia 

or call 844-732-9404 to learn more. 

About Equity Trust
Equity Trust is a financial services 

company that enables individual 
investors to diversify investment 
portfolios through alternative asset 
classes, including real estate, tax liens, 
private equity, cryptocurrency, and 
precious metals. Our tax-advantaged, 
self-directed investment accounts 
appeal to entrepreneurial investors who 
want to take control of their wealth. 
We offer clients a robust account 
management system and wealth-
building education, which enable them 
to grow their knowledge and complete 
transactions with ease.

* Free Self-Directed account refers to 
an Equity Trust Company self-directed 
account with no annual maintenance 
fee for 12 months.

Equity Trust is a passive custodian 
and does not provide tax, legal or 
investment advice. Any information 
communicated by Equity Trust is 
for educational purposes only, and 
should not be construed as tax, legal or 
investment advice. Whenever making 
an investment decision, please consult 
with your tax attorney or financial 
professional.

Kent Kinzer is the National Business De-
velopment Manager at Equity Trust. 
Company.

growing in many markets but there is 
excess capacity showing up in some of 
the more popular cities.

Public sector construction is still 
largely moribund and that will continue 
as state and local budgets are still very 
tight and the federal money that used to 
grease these wheels has become harder 
to come by. 

The commercial sector has seen ups 
and downs with office building down 
along with retail expansion. There has 
been growth in warehouse development 
and in the health care sector.

In the broadest of terms, the 2019 
economy is expected to be less robust 
than it was in 2018. 

There will be less stimulus to work 
with and some of the chronic concerns 
and problems are likely to be far more 
troublesome than they have been. 

There are also big concerns building 
over some of the policy positions that 
have been staked out by the Trump 
administration. 

Most of all, there is more fear of 
uncertainty than was the case in 2018, 
and that is saying quite a bit, as many 
felt that uncertainty was at a pretty 
high level already. Few are expecting a 
dramatic collapse or a devolution into 
recession – at least not at first. Those 
that assert that recession is a possibility 
are expecting a short and sharp decline 
that would likely take place towards the 
end of the year or early in 2020.

 Much of the timing of a downturn 
will depend on the actions of the Fed 
and these actions will depend largely 
on the way the global economy behaves 
next year.

Many of the factors that will affect 
the 2019 economy will manifest as the 
year goes on, but there are some that 
can be anticipated already. 

At the top of most lists is trade 
policy. That assumes that there is 
actually something that can be termed 
a policy. Thus far there have been a 
lot of starts and stops, and it has been 
hard to determine just what the Trump 
agenda is. There has been a significant 
disconnect between the rhetoric and 
actions. 

The steel tariffs have been a case in 
point. In the beginning they were to 
apply to all nations that exported steel 
to the U.S., and then the tariffs were 
lifted on all nations other than China, 
Russia and Japan. A few weeks later, 
the tariffs were imposed on everybody 
again and a few weeks after that the 
tariffs on steel from South Korea and 
Brazil were lifted (they are the number 
two and three largest exporters to the 
U.S.). Now there is talk of exempting 
both Canada and Mexico again, and 
they are the number one and four 
largest exporters to the U.S. 

Those in the steel sector have no 
sense of whether they will be protected 
or not, and the response has been to 

jack up prices as far as the market will 
bear in anticipation of the tariffs being 
lifted again. 

This same sort of start and stop has 
been characteristic of trade talks with 
China, Europe and nearly everybody 
else. The business community doesn’t 
react well to this level of inconsistency.

The other major factor as far as the 
2019 economy is concerned is the overall 
pace of global growth. It is slowing and 
at a pretty rapid rate. This slowdown 
includes the U.S., as most expect the 
rate of quarterly growth to slip back to 
the levels that had been common for the 
last 10 to 20 years – somewhere around 
2.5%. This is not bad growth, but it is 
not swift enough to offset big problems 

with debt and deficit. 
The growth this past year came at 

a cost as far as both debt and deficit 
are concerned. The tax cuts that 
bolstered the economy also robbed the 
government of revenue and rather than 
cut spending to reflect that reduction, 
the choice was made to borrow more 
and that has led to the U.S. paying out 
close to $300 billion in debt service 
every year. 

If the U.S. is slowing to old patterns, 
other parts of the world are slowing 
even more, with China falling to 6.0% 
growth (recession territory for them), 
Europe struggling to see even 1.0% 
growth and countries like Japan and 
Germany even facing negative growth 
numbers.

The U.S. remains as dependent on its 
export sector as any other major global 
economy. In a given year it accounts for 
over 15% of the national GDP, and that 
is a larger percentage than is the case 
for Japan. 

The U.S. economy will be hampered 
to a significant extent by a slowing 
global economy and some of this slower 
pace of growth can be attributed to 
the anti-trade policies pursued by the 
Trump team.

Chris Kuehl, PhD., is an economist and 
Managing Director of Armada Corporate 
Intelligence. Visit www.armada-intel.
com for more information.

How to Combat Rising Health Care Costs With Your Real Estate Investing ...continued from page 8

More Curiosity in the Economy as We Head into 2019 ... continued from page 1

Uncertainty plagues 
the steel industry.
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Th e False Sense of Home Protection 
and Flood Insurance

By Martha Teears

Sadly, every year natural storm 
disasters strike the U.S. from all 
corners of the nation.  While 

many who reside in Flood Zones 
suff er damages or severe losses to their 
homes, they are fortunately protected 
if they have fl ood insurance.  Th ese 
disasters take on even more fi nancial 
and emotional pain when they impact 
homeowners or investors who either 
didn’t purchase fl ood insurance and live 
in the Flood Zone or never considered 
the need to purchase coverage, living 
under the impression they will never 
be impacted as they live outside of a 
designated Flood Zone.

We annually see and hear news stories 
where fl ood waters have destroyed 
homes and lives outside these Flood 
Zones.  When Harvey hit Houston and 
the Texas gulf coast, some estimates 
calculated that over 60% of the homes 
destroyed were located outside a 
designated Flood Zone and of those, 
over 80% did not have fl ood coverage.  
Th ey lost their homes, their belongings 
and fi nancial security that they have 
built up over the years in owning their 
home or investment property.  

When hurricanes Sandy and most 
recently Michael moved up the east 
coast, severe damage from fl ooding was 
caused inland on the Carolina Plateaus 
due to heavy rains and swollen rivers 

destroying property.
All homeowners and investors need 

to understand the defi nition of "fl ood" 
in terms of insurance protection and 
the success in fi ling critical claims.  

"Flood" is defi ned as:
A general and temporary condition of 

partial or complete inundation of two or 
more acres of normally dry land area or 
of two or more properties (at least one of 
which is the insured property) from:

(1) Overfl ow of inland or tidal waters
(2) Unusual and rapid accumulation 

or runoff  of surface waters from any 
source

(3) Mudfl ow: Collapse or subsidence of 
land along the shore of a lake or similar 
body of water as a result of erosion 

or undermining caused by waves or 
currents of water exceeding the cyclical 
levels that result in a fl ood as defi ned 
above.

It is very important to understand 
that your property policy does NOT 
cover fl ood damage.  In the case of a 
storm/hurricane, some water damage 
can be caused by wind-driven rain 
and some from rising water as defi ned 
above.   Rising water damage is covered 
with a fl ood policy.  Wind-driven rain 
damage — such as a tree blown down by 
wind, breaking a window and allowing 
rain to come inside and cause damage 
— is covered by one’s property policy.

If you have a mortgage from a 
federally regulated lender you are 
required to carry fl ood insurance on 
your property if it is located in a SFHA 
(Special Flood Hazard Area).  Th ese 
Flood Zones are all designated as A 
and V zones. As illustrated above, 
fl ooding can and does occur even if 
your property is not located in a Flood 
Zone A or V.  If you are not located in 
a Flood Zone A or V, the rate for fl ood 
insurance can be obtained at a much 
lower rate.  

Prudent home ownership or 
investment would suggest that serious 
consideration be given as to the 
possibility of fl ooding. Th en, one must 
weigh the risk versus reward (cost) of 
having this critical protection when 
it comes to needing a claim fi led to 
rebuild your property. 

Be wise and take the time to study 
your property's geographic location 
and, at least, talk to your insurance 
company about the costs of fl ood 
coverage.  It may be one of the most 
important phone calls you will ever 
make.

Arcana off ers members of National 
REIA multiple insurance products 
specifi cally designed for investors 
and their tenants.  Features include 
no underwriting or inspections, 24/7 
desktop and smartphone certifi cate 
delivery system, outstanding claims 
management service, and a very 
knowledgeable and courteous staff  to 
handle your insurance needs.  

Learn more by visiting 
www.nreia.arcanainsurancehub.com.

Martha Teears is SVP – Manager, Nation-
al Accounts Group of Arcana.  She has 
over 30 years of Insurance and major 
account relationship experience within 
the insurance and fi nancial sectors.  She 
has focused on building expertise in risk 
management exposures relating to cat-
astrophic occurrences such as fi re, fl oods 
and hurricanes. She has extensive knowl-
edge and experience in Flood insurance.

• INVESTMENT PROPERTY  INSURANCE PROGRAM
• TENANT DISCRIMINATION  PROGRAM
• LANDLORD SUPPLEMENTAL  PROTECTION (LSP)
• TENANT RENTERS  PROGRAM

Call us or visit our website 
for more information on the following:

UNIQUE COVERAGE ON PROPERTY & LIABILITY INSURANCE
DESIGNED INTELLIGENTLY.

     TEL: (877) 744-3660
WWW.NREIA.ARCANAINSURANCEHUB.COM
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Authorities with years of experience in the field post their 
knowledge for our members to share

As a REIA member  and a part of Uniting Investors you will 
receive (10) ten FREE House Canary reports when you sign in.

Connecting to other real estate investors across the US 
gives you a unique perspective and advantage; you can 
share best practices with one another as easily as sharing 
a picture on social media, but nowhere else will you find 
this network.

Uniting Investors is an online community brought together by the alliance of The National 
Real Estate Investors Association, American Rental Property Owners and Landlords 
Association, the Real Estate Investors Funding Association, and the National Note 
Buyers Association. Together, these associations have chosen to create an environment 
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What is Uniting Investors?
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peers; answers will be rated for accuracy. 

New, valuable information released weekly to our members in our resource library. You can’t get 
this anywhere else! 

Bene�ts of Joining Uniting Investors?

Incredible Tools to Help You Make The Best Real Estate Decisions

 Enter the address of a speci�c property.

We generate a report with valuation, local comps, risk factors, and forecasts.

 Make your investment decisions based on solid data.

Incredible Tools to Help You Make The Best Real Estate Decisions

UNITING 
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Speak Like a Human to Get the Deals Done
By Whitney Nicely

As an investor, it is very tempting 
to get caught up in our own little 
world.  We use the language of 

investing, we focus on profit potential, 
and all the glamour and glitz that drew 
us in when we first began.  The problem 
is that when you approach a seller and 
stay stuck in investor mode, you miss 
out on an opportunity to connect with 
a person as a person.

I have seen so many investors forget 
to be a person first, especially when 
approaching a seller.  

Do you really think the seller cares 
how much money you can make on 
their property?  Not at all!  

They care that they will be able to sell 
it and move on with their life.  

If you truly want to be a top-notch 
investor, you have to remain a person 
first.

The Problem with Approaching 
a Seller while in “Investor 
Mode”

There are some business-halting 

issues that emerge when you approach a 
seller while you are in “investor mode.”  

One of the biggest ones is that the 
seller will often immediately put up an 
internal wall against you.  There is a 
feeling of threat with the approach, as 
though you are a predator looking for 
easy prey.  

The natural instinct for anyone is to 
be cautious and protective, rather than 
receptive and open.

This is the complete opposite of what 
you want if you are going to get a deal 
made and enjoy the potential profits 
that lie within it.  

Here is the thing, though; people 
can smell a fake from a mile away.  You 
might be able to turn on the charm and 
lighten the approach, but if you are still 
coming from a place of self-interest, 
your offers are going to fall on deaf ears.

But, there is a solution to the problem, 

and it does begin with you.  The solution 
is to think and act like a person first.  

Let me explain.  I know you are 
excited about the comps and the 
market in the area, but your seller is not 
interested in all of that.  Ultimately, it is 
also not relevant to the agreement you 
will make with them.  So, you need to 
get your head in the right place, which 
is to help the seller to find a solution to 
their home sale need.

Connect and Engage with the 
Seller

It is your job to connect with them 
and engage in a way to help them feel 
safe and open to sharing with you the 
reason behind the sale in the first place.  

Why do they need to sell the house?  
What is the importance of doing so 

for them?  
What is their goal with the sale, etc.?  
Your job is to stay focused on them— 

not yourself, your goals, or your desires.  
THEM.

It can be tempting when approaching 
a seller to forget that you are talking 
with an average person, but you are.  

The seller is not well versed in the 
market, the comps, or any other 
seemingly relevant information you 
may find critical.  What they are well 
versed in, though, is their reason to sell.  
That is critical information to them, so 
it needs to remain the priority focus 
when you meet with them to talk.

So, how do we connect with a seller to 
get deals done?  

Here are some tips to get you started:
1. Check yourself before to 

make any approach.  Where is your 
head?  Are you in investor mode or 
connection mode?  I like to call it 
“serving mode,” when my focus is ready 
to be fully engaged with the seller and 
helping them with their predicament so 
that their problems are solved with my 
help.  Nobody likes a fake, so make sure 
you are not one.

2. Find a way to connect 
right from the start.  Do you see 
any similarities with your seller and 
yourself?  Favorite sports team, number 
of kids, shared color preferences, 
awesome car, etc.?  Look for ways to 
connect and establish the “I am just a 
person like you” foundation.

3. Ask about the seller.  Once a 
connection has been made you have an 
open door to begin getting to know the 
seller’s situation.  Ask casual questions 
about what has led them to sell, and 
stay interested in the answer.  Listen 
attentively to their story.  It is not 
uncommon for sellers to give you a ton 
of helpful information about why they 
need to sell and how important it is to 
them.

4. Solve their problem.  As you 
ask about their problem and needs, 
take note of what options you can offer 
to help them solve their problems.  Can 
you make a cash offer to get them out 
of their house sooner so they can move 
down with their daughter who is about 
to give birth?  Can you close the deal 
in less than 30 days to help them retire 
and move on with the travel plans they 
want to do?  How can you be the answer 
they have been looking for?

5. Present multiple solutions.  
In my years of experience, I have found 
this to be key: make multiple offers for 
the seller to consider.  No one likes to 
be boxed into a corner, so when you 
present a few different options for them 
to consider they still feel like the ball is 
in their court and they are in control.  

Your job is to make sure that every 
offer you make is a solid one for your 
goals, too.  In this way no matter what 
choice they make, it is a win-win.

People want to know that they matter.  
You have the power to make sure that 
they do.  

Focus first on being a person, and I 
am positive you will get the deals done!

Whitney Nicely rejected the southern girl 
path of working at her family’s trucking 
business and embraced the life of an 
investor.  Her first nine months made 
her over $140k, and set her on the path 
to empowering other women to break 
into the real estate “good ‘ole boys club” 
and break down barriers while making 
some serious cash.  She was the featured 
REIA member in the RE Journal’s “Mem-
ber Spotlight” in the Spring, 2016 issue.  
Learn more at www.WhitneyNicely.com.

People want to know 
that they matter.  You 

have the power to make 
sure that they do.
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at a factory in Indianapolis. After being 
passed over for several promotions, a 
family friend convinced me to get into 
the real estate business, which I did in 
June, 1973.  

I soon became passionate about real 
estate and never looked back.  

I started out selling houses and 
became one of the top agents in 
Indianapolis. I was a partner in several 
agencies over the years, and got creative 
about how we sold houses. In the early 
'80s, when fixed FHA rates were 15-
18%, we used other strategies to sell 
house; i.e. seller financing, lease option, 
and land contracts.

Where is your current market 
and what is your focus?

My current focus is flipping houses in 
central Indiana. In the last five years, we 
have flipped approximately 200 houses.  

When I say flipping, I take in all 
areas, such as wholesaling, creating, 
buying and selling notes (particularly 
rehab) and sell full rehab homes.  

Every flip I purchase has at least three 
exit strategies for profit.

Describe a typical work week. 
Typically, I work about 50-60 hours 

a week in the business.   "Work" is 
really the wrong word because it is 
still fun, and I love chasing the next 
deal!  My wife, Marty, is very active in 
the business and says I am addicted to 
buying houses.

How long have you been investing 
in real estate? 

I started to pull out of selling houses 
in the late 80’s & early 90’s and turned 
my focus to purchasing and turning 
them into lease-options. 

We built an inventory up to 100 single 
family units by 2006.  We enjoyed a 
cash flow of $12,000 a month and began 
flipping a few houses along the way. We 
thought that would be our retirement. 

Things changed between 2007 and 
2011; several of our lease-options went 
sideways and we quickly sold off most 
of our units and came very close to 
going broke. We, as several others in 
our space, struggled to make our way 
because nothing seemed to work.

 Several investors decided to take a BK 
(bankruptcy). My wife and I decided 
that would not be in our best interest 
long-term. We had several investors at 
the time, plus a couple of banks. No one 
had ever lost money, and I didn’t want 
that to change that. 

At our lowest point, we owed around 
$1.5 million dollars. Our goal was to get 
everyone paid back, so we worked out 
payment plans, and thanks to God’s 
guidance, work ethic, and new business 
strategies, we have almost got everyone 
paid back. We now only owe our bank 
around $180,000 which we hope to have 
paid back in the next 3 years.

 Our philosophy is that our investors 
didn’t loan our business money, they 
personally loaned us the money.

How do you fund your 
investments?

Our transactions are normally 
funded by private money. We fund our 

deals one of two ways: (1) The investor is 
a joint venture partner where they fund 
100% of the deal and they receive 10-
12% annual interest rate paid monthly, 
or they fund the deal 100% and they 
recover 30-50% of the profit of the deal. 
In both cases, the investor is guaranteed 
100% of their investment back, even if 
the deal goes sideways, which has only 
happened 3-4 times.

What projects are you working 

on?
We have anywhere between 12-16 

projects going on at any given time. 
This year we are pushing for 45 houses, 
and to close around 33 houses and take 
about 10 houses into 2019.

How much time do you put into 
your education?

I read, or listen to podcasts (my new 
favorite thing) 7-8 hours per week. My 

favorite podcasts are The Bigger Pocket 
Podcasts. If you want to learn my story, 
it is in podcast #174 on Bigger Pockets 
titled “Lessons Learned from 2000+ 
Transactions over 44 years”. It has had 
over 80,000 views.

Has coaching or mentoring 
played a part in your success? 

Most of my mentors have been the 

"This truck has more than paid for itself. We bought it for $18k, spent $1,200 wrapping 
it, and in just two short years it has generated over $28k in income."

Member Spotlight Dave Short...continued from page 1

Continued on Page 15
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books I have read, and I have tried 
to model those individuals such as 
Napoleon Hill, Tony Robbins, Tom 
Hopkins, and Zig Ziglar. 

I now do some coaching and 
mentoring. I try and make time for 
newbies, especially when I feel they are 
serious about the business. 

I have an education platform to help 
students get started in flipping houses. 
I try and give back several hours a week 
for investors interested in real estate. 

I also have a meetup once a month 
called “Dinner & Deals with Dave” as 
part of my commitment to our local 
REIA, called CIREIA.

What are your current and future 
goals? 

My flipping business will change 
in the next year. We decided to bring 
in a project manager to work in our 
flipping business. He will free up time 
for my wife and I to start a business 
that we have been working on the past 
6 months. 

We want to start an Assisted 
Residential Living Facility. In a nutshell, 
this is a mini-nursing home that has 
8-10 residents. It is in a remodeled 
residential home. I will create a home-
like environment that the elderly 
residents actually desire, instead of 
moving to a big box nursing home. 

In addition, one of the things I have 
always done is reinventing myself every 
5-7 years to keep from getting burnt 
out. 

What has been your top struggle? 
In the flipping world, it has been 

creating a team of contractors. This 
world is tough to manage and keep 
prices in line in order to be profitable.

 Our economy has been very positive, 
and the growth in this area has kept 
several flippers in the business that 
would have struggled with profitability. 

What do you like most of what 
you do? 

I love chasing the deal!  I also love the 
creative aspect of the deal and the end 
result of the home when we are finished.  
Changing a house into a home is very 
rewarding and helps fuel my drive in 
this business.

Do you have tip or advice that you 
would pass along to other investors?

In simple terms, stay in your lane.
 By this, I mean concentrate on 

what you do best. Develop an area of 
expertise that you enjoy. If you are in 
an area of investing that you don’t 
enjoy, then get out because you won’t 
be very good at it. When I owned 100 
single family lease-options, I hated the 
business, so we got out. My wife was 
miserable managing the houses. 

Guess what? I understood early on 
the old axiom “happy wife, happy life!”

How important is joining a local 
REIA to a new investor? 

It is the most important thing a new 

investor can do. It gives you exposure to 
meet and talk with other investors and 
to help you establish what area of real 
estate interests you most. I would never 
consider coaching or mentoring people 
unless they have made the commitment 
to belong to our local REIA.

What is favorite self-help or 
business book?

My favorite books are “Think and 
Grow Rich” by Napoleon Hill and it’s 
expansion, “Secrets of Success.”  I also 
like Tony Robbins’ “Awaken the Giant 
Within” and “The One Thing” by Gary 
Keller.

Do you have any interesting 
hobbies or something unique that 
you like to do?

I am active in my church and I am 
currently rehabbing a home for a non-
profit called Grit into Grace, which 
is a halfway house to help get women 
out of the exploitation business. It is 
very rewarding. Giving back is a large 
portion of me and my wife’s DNA.

My favorite hobby is golf and I play 
semi-professional tournament poker.  

However my three grandkids are a 
special joy in our life!

Dave Short is a semi-professional poker player. "Another recent flip house right after it was staged to sell."

"Before (lower) and after (top) photos of a recent flip we did."

Member Spotlight Dave Short...continued from page 14
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Are They Moving Your Cheese?
By Jane Garvey

We seem to be at a point in the market 
cycle where lots of investors and industry 
experts are waiting for the other shoe to 

drop.  We are hearing reports of frothy markets in 
some areas, slow-downs in some areas, rising interest 
rates, impending effects of the new tax laws, and much 
more.  

Are you ready?  
Ready for what, you might ask? 
I think that is a fair question. Real estate is not all 

the same. Even within one geographic area, it is not 
all the same. 

For over 30 years I have been being asked, “how is 
the market in the Chicago area” and I have reliably 
been able to answer that with “prices in some areas are 
going up, in some areas they are going down, and in 
some they are pretty stable.” The same goes for rents, 
and for markets in commercial, industrial, office, etc. 

So, what can we do to be ready?  We always need 
to be ready.  We need to be paying attention to the 
markets we invest in, and others we are considering 
investing in.  

There are people who monitor days on market.  
Others monitor showing activity.  Others monitor 
year over year, or month over month sales statistics.  

Unfortunately, in an investment like real estate 
that is not very liquid, these statistics may tell you 
that things have shifted, but adapting to the shift is 
not going to be either quick or easy. You are already 
too late if you are reacting to things that have already 
happened.

Personally, I think we need to be looking at things 
that will be driving the market.  

The financial sector and lending have an impact. 
For instance, rising interest rates.  This affects the 

buying power of people, and thus has an effect on the 
prices that they can pay for housing.  

We are being warned about rising interest rates.  
They have grown substantially over the last year and 
are expected to continue to rise.  We can expect that 
people will be looking at cheaper houses if they need 
to move. 

The financial sector makes the rules on what it takes 
to borrow.  When the lending criteria is stricter, less 
people can buy, more people will rent, rents go up as 

the supply gets tighter and house prices will go down 
as fewer people can buy.

Legislative activity has an impact. While proposed 
laws are not laws, by watching this activity we can see 
things that may be coming down the pike. In my area, 
four bills have been proposed in the current legislative 
session that would allow, or would instate rent control.  
Other bills have been proposed that would increase 
the risk for landlords by sealing eviction records, 
forcing lease buy-outs for landlords that do not renew 
a lease, allow tenants easy access to free legal help in 
an eviction, and other things which strip parts of the 
property rights bundle from landlords. 

For someone that is paying attention, these bills 

that are being introduced and the traction they have 
gotten signal a shift. Landlords need to take it as a 
heads up – your cheese is about to be moved.

Employment also has an impact.  If people are 
losing their jobs, they may be relocating.  If a plant is 
moving to the area, people will be, too.

Taxes have an impact.  Property taxes affect 
affordability and hence value.  Impact fees for new 
development are a straight hit to the bottom line 
of owners of land.  Income tax changes will shift 
the “bundle of benefits” that comes with property 
ownership. 

Our new tax law has put limits on the deductibility 
of property taxes and interest.  This will affect the 
willingness of property owners to continue to live in 
more expensive homes. 

Once again, the cheese has been moved. 
What should you do?  Pay attention to what is being 

proposed.  It allows you to be proactive. Far too few 
investors do this.  They react, and usually too late. 

Widen your skill set.  When change happens, you 
need to be able to adjust.  With a wider skill set you will 
see opportunities that you may not see if you haven’t 
been preparing yourself by studying the alternatives.

Position yourself to weather the storm, if need be.  
Diversification geographically will help you weather 
the storm of local politics. Diversification of asset 
class will help you weather storms from oversupply in 
one sector.  Diversification of investment techniques 
will allow you to shift your strategy more easily when 
things shift. 

There is nothing as certain as change. Investors 
need to acknowledge that it is coming.  We need to 
prepare to deal with it in whatever form it takes.

Jane Garvey is President of the Chicago Creative Inves-
tors Association.
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Opportunity Zones vs. the 1031 Exchange
By Kathy Fettke, Co-Authored by 
Donna Behrens

Crowdfunding plans for 
Opportunity Zones have been 
grabbing headlines. Investors 

looking for ways to avoid a tax on capital 
gains are piling into this new program 
which, in many ways, is better than 
the 1031 Exchange. They are working 
within a window of opportunity, 
however, which is contributing to this 
flurry of urgent activity.

The Opportunity Zone program 
is part of the Tax Cuts and Jobs Act. 
The idea originally came from a think 
tank in Washington, D.C., called the 
Economic Innovation Group. EIG 
was instrumental in putting the idea 
before lawmakers, first in the Obama 
Administration, and more recently, 
with the help of Senator Tim Scott 
of South Carolina, as part of the tax 
reform bill.

The program was developed to 
generate investor interest in low-
income areas that have been more-or-
less left out of the economic recovery. 
In return, investors who use capital 
gains to fund the investment will get 
a huge tax break. It’s similar to a 1031 
Exchange, but with several desirable 
differences.

What is an Opportunity Zone? 

An Opportunity Zone, or “OZone” as 
some people like to call them, are census 
tracts that are lagging behind other 
more prosperous U.S. communities. 
The governors of each state were 
allowed to designate 25% of those low-
income tracts as potential Opportunity 
Zones to help promote investment in 
those areas. They were also allowed 
to designate 5% of adjoining tracts 
that meet less stringent poverty level 
requirements.

For low-income OZones, the poverty 
rate must be at least 20 percent with a 
median family income that’s no more 
than 80 percent of the area median. For 
neighboring tracts, the median family 
income is limited to 125 percent of the 
low-income census tract next door. 

Once they were identified by local 
governments, they were submitted for 
approval to the U.S. Department of the 
Treasury. As of now, there are around 
8,700 “Qualified” Opportunity Zones 
within the U.S. and its territories.

  

Qualified Opportunity Funds
The program also created a new 

kind of investment vehicle for OZones 
called Opportunity Funds. They must 
be organized as a corporation or 
partnership that’s specifically geared 
toward Ozone investment.

Ninety percent of the funds must 
be put into Qualified Opportunity 
Property, and they are limited to equity 
investments in real estate, businesses, 
and business assets. They must also be 
certified by the U.S. Treasury.

 

Big Tax Benefits for Investors 

Investors who roll the capital gains 
from the sale of an investment into a 
fund, or deposit the gains into a fund 
within 180 days, can “realize” a big tax 

benefit. It’s done on a stepped-up basis 
so gains that are invested longer, reap a 
bigger tax savings.

 

Here are some of the basic 
rules for the Opportunity Zone 
program: 

1. Use money from any kind 
of capital gains including real estate, 
stocks, gold, art, and cryptocurrency.

2. Within 180 days of that sale, 
place those “gains” into a Qualified 
Opportunity Fund that’s organized as 
an LLC or corporation for the purpose 
of Opportunity Zone investment.

3. Defer any tax on those 
initial gains until you dispose of the 
Opportunity Zone investment.

4. Receive a 10% reduction of the 
initially deferred gain if you hold the 
Opportunity Zone investment for 5 to 
7 years.

5. Receive a 15% reduction of the 
initially deferred gain if you hold the 
Opportunity Zone investment for more 
than 7 years.

6. Receive 100% forgiveness of 
the gains on your new Opportunity 
Zone investment if you keep your 
money in the fund for at least 10 years.

7. There are more than 8,000 
Qualified Opportunity Zones to choose 
from.

8. The deadline to invest is 
December 31, 2026.

IRS Update Should Clarify Many 
Unanswered Questions

The IRS recently released a 74-page 
update that clarifies many previously 
unanswered questions. This new list of 
rules has been up for public comment 
before the IRS finalizes the details. 
Here are some of the newest details:

1.  As long as the 180-day test 
is met, investors will be able to defer 
gains realized in one year even if the 
investment in a Qualified Opportunity 
Fund occurs in the following year.

2. Money from one capital gain 
transaction can be divided and placed 
into multiple funds.

3. It appears that investors will 
also be able to switch their funds from 
one Opportunity Zone to another 
without a penalty.

4. Funds must be set up as a 

corporation or a partnership which 
includes LLCs so long as they are “not” 
single-member LLCs.

5. Tax deferral on the original 
gain begins immediately, from the day 
the gains are placed in the funds.

6. At least 90% of the money in a 
fund must be invested into a business 
or land development. The 90% rule 
must also pass a compliance test twice 
a year.

7. If you are investing in a 
business, and not property, 70% of 
the tangible assets of that business 
must be within the boundaries of the 
Opportunity Zone.

8. Those 90/70% rules could, in 
some cases, result in a fund holding just 
63% of the Opportunity Zone assets. 
Treasury officials are apparently OK 
with that.

9. Investors who buy existing 
real estate must meet a “substantial 
improvement” requirement. That’s 
defined as an amount of money equal to 
or greater than the value of the existing 
property, minus the value of the land. 
Investors would need to figure out 
how to separate those two values, most 
likely with the help of an appraiser or 
cost segregation report.

10. Investors can also put money 
into something that is brand new, 
with no “substantial improvement” 
requirement. 

11. Opportunity Zone 
designations will last for just 10 
years, but investors can hold on to 
their investments within Qualified 
Opportunity Funds through the year 
2038 without losing any of the tax 
deferral benefits.

Opportunity Zones vs. the 1031 
Exchange

If all of this sounds somewhat similar 
to a 1031 Exchange, it is, but with some 
amazing fringe benefits. 

When you do a 1031 Exchange, you 
must re-invest the entire amount of the 
sale, including both the basis and the 
gain, into a similar property. 

That’s not the case with an OZone 
investment. You can take just the gain, 
and put that into an Opportunity Zone 
Fund. That will defer any tax on the 
gain, and leave the investor with the 
rest, as cash in hand.

OZones also offer another amazing 
benefit. You can use gains from any 
kind of investment, not just real 
estate. It does not have a “like-kind” 
requirement, so you can use gains from 
stocks, bonds, or other parts of your 
investment portfolio.

The timeline is also more generous 
for Opportunity Zones. You only 
have 45 days to identify a replacement 
property for a 1031 Exchange, and 180 
days to fund that investment. For an 
Opportunity Zone property, investors 
simply have 180 days to re-invest their 
gains.

Opportunity Zones also allow for 
pooled funds that can invest in several 
assets. A 1031 Exchange can also 
exchange one property for multiple 
properties, but they have to fall within 
the like-kind rules.

For the 1031 Exchange, tax payments 
are deferred indefinitely, which is a 
good thing for investors who want a 
long timeline. 

Opportunity Zones have a shorter 
timeline, but there is an opportunity to 
completely eliminate your tax debt on 
your new project if you hold on to that 
investment for at least 10 years.

 

OZones Grabbing Investor 
Attention 

For good reason, this new 
government-sponsored program is 
creating a lot of excitement among 
investors. While some economists are 
predicting that investors will pour $50 
billion to $80 billion into the program, 
Treasury Secretary Steven Mnuchin 
believes it will attract 100-billion 
investment dollars.

Investors have been laying the 
groundwork for their plans, as the IRS 
finalizes the rules. Once that happens, 
fund managers will try to meet an 
optimum investment deadline of 
December 31st. Investors who want 
to maintain their investment for 
maximum benefit period of 10 years 
must put their money into a fund by the 
end of this year because the census tract 
designations expire 10 years from that 
date in 2028.

In a Bisnow article, Steve Glickman, 
who was one of the original architects 
of the program at EIG and served as 
senior economic adviser in the Obama 
administration, said of the program: 
“We always knew this would be a larger 
incentive than any previous community 
investment program, but I think the 
actual market demand and interest is 
way higher than even I thought earlier 
this year.”

Kathy Fettke is the Co-Founder and 
Co-CEO of Real Wealth Network. She is 
passionate about researching and then 
sharing the most important information 
about real estate, market cycles and the 
economy. Author of the #1 best-seller, Re-
tire Rich with Rentals, Kathy is a frequent 
guest expert on such media as CNN, 
CNBC, Fox News, NPR and CBS Market-
Watch.  Donna Behrens has worked as a 
TV news writer and segment producer in 
the San Francisco Bay Area for more than 
25 years. She is a podcast producer and 
writer for the Real Wealth Show and the 
Real Wealth News for Investors.  Learn 
more at www.RealWealthNetwork.com. 
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Th ere is 20% Sales Growth in Th e Final 
1% of the Selling

By Alex Goldfayn

I cannot take credit for the title and 
subject matter of this column. An 
outside salesman at a client company 

said this. 
It was toward the end of an all-day 

workshop I was leading. It was the third 
of four such workshops, because my 
client, a large distributor of plumbing 
and HVAC products, put 220 people 
through my program. 

About 90 days into my projects, aft er 
a marketing review, and some staff  
interviews, and customer interviews, 
and the creation of a sales growth game 
plan, we teach the work to the customer-
facing staff  who will do it.

We had already done the mindset 
part of the day.  We had listened to 
my interviews with happy customers 
who were glowing about my client. 
Th ey now knew how valued they are by 
customers. 

And we were coming toward the end 
of the techniques portion of the session, 
where I run through what the sales and 
customer service people in the audience 
can do to grow sales. 

Th ese actions include simple and 
lightning-fast communications like 
asking the "did you know" question; 
asking the "reverse did you know" 
question; making proactive phone calls 
to customers when nothing is wrong; 
asking for the business; asking for 
referrals; and following up on quotes. 

Around this time, the outside 
salesman raised his hand. 

“It just dawned on me,” he said in 
front of his peers and colleagues. “Th is 
is the last one percent of the work.” 

I was stunned into silence, because 
I’d never thought about it this way 
before, and it’s my program! 

I stayed quiet so he could continue. 
(A great technique for all of us when 
speaking to customers.)

“We’ve already done 99 percent of the 
work,” he added. “Th is is the last one 

percent.” 
I nearly jumped up and down while 

screaming “YES!” 
I think I didn’t, but I might have, 

because that’s how excited I was to hear 
this. 

It’s a hugely insightful and totally 
accurate observation. 

You’ve established a solid and 
trusting relationship. 

You’ve been available and 
communicated back to the customer in 
a timely and convenient manner. 

You’ve serviced the account 
incredibly well, and you’ve won the 
customer’s loyalty. Conversely, you’ve 
been continuously loyal to the customer. 

You’ve delivered on time, and have 
not made the customer wait. 

When necessary, you’ve taken the 
product into your car and brought it to 
the customer personally. 

Th ey value this. 
Th ey appreciate this. 
You’ve built  a friendship. Th ey 

depend on you and you depend on 
them. 

Now, they’ve asked you to write a 
quote. 

You do it, because they requested it. 
You send it. 

Th at’s the 99 percent: all that work, all 
that excellence, across all those years. 

Th e fi nal one percent? 
Th at’s where the magic is: 
Follow up on your quote, and ask the 

customer where they are at with it! 
Ask the customer for their business, 

tell them you want it, and you are 
interested in helping them. 

Call the customer proactively and tell 
them you were thinking about them, 
and what are they working on that you 
can help them with. 

Ask the customer for a referral: “Who 
else do you know who I can help the 
way that I helped you?” 

Tell the customer about what else you 
can help them with: “Did you know we 
can also help you with x, or y, or z?” 

Ask the customer what else they buy 
elsewhere that you can help them with. 

Th is is the fi nal one percent. 
Th is is the last step, aft er all the other 

thousands of steps that brought you to 
this point. 

Amazingly, most salespeople stop at 
this step. 

Most salespeople allow fear of 
rejection to stop them from taking this 
fi nal step. 

Here’s the thing: 

Th e customer wants more of your 
help. 

Th ey wish that you’d do this fi nal one 
percent of the work. 

Th ey don’t want to buy from four 
suppliers. Th ey want to buy it all from 
you. Nobody wants four purchase 
orders when they can just have one. 

Nobody wants to manage four 
relationships when they can do it 
all with you, the easy and excellent 
supplier. 

Don’t let fear stop you from doing 
this fi nal one percent. 

It’s where the value is for your 
customers. And it’s where the money is 
for you.  In fact, you’ll fi nd that there is 
20 percent sales growth for you in this 
fi nal one percent of the work. 

You’ve done the hard work, the 99 
percent. Now do the easy work: the 
fi nal one percent.

Alex Goldfayn is the author of The Rev-
enue Growth Habit: The Simple Art of 
Growing Your Business by 15% in 15 Min-
utes a Day. It was selected the sales book 
of the year and one of the top business 
books of the year by Forbes.  Learn more 
about Alex’s keynote speaking and reve-
nue growth consulting practice at www.
goldfayn.com.
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5 Tips for Creating 
a Professional Rental Listing

By Christian Bryant

The rental market is much more 
volatile than most people assume, 
the reason being that ONLY the 

currently vacant units determine the 
market. 

In real estate sales, the sales price 
of the house down the street, the one 
that sold last month, determines your 
property value. Th e rental market 
has no such system. Tenants are 
only comparing your rental to other 
properties being advertised at the 
same time. At any time, your market 
area could become competitive. Th at’s 
why the quality of your advertisement 
becomes very important.

Follow these fi ve tips to help you 
create a competitive listing:

1. Take detailed notes 
about the features of your unit.

Take the time to walk through the 
property with a checklist and notepad—
the more details, the better.

At a minimum you should have notes 
about:

• Kitchen
• Appliances
• Bbathrooms
• Flooring
• Bonus rooms
• Backyard
• Parking
• Nearby parks
• Energy-effi  ciency upgrades
• Average utility costs
• Public and private schools, etc.

2. Pictures matter. Don’t 
skimp on the number you take 
or on their quality.

First, is your unit “camera ready”? 
Assuming your turnover repairs and 

cleaning are complete, there are just 
a few things to do before you start 
snapping pictures.

Turn on all the lights and open all 
window coverings for natural light.

Close all toilet lids and turn on any 
gas fi replaces.

Remove all debris and keep your 
things (keys, purse, notepad) out of the 
shots.

Put some thought into your pictures 
and try diff erent angles and brightness.

Don’t forget to take pictures of the 
neighborhood, parks, nature areas, and 
anything else nearby that tenants might 
be interested in.

When you post your best pictures 
on your listing, put them in the same 
order as you would walk through the 
unit. You should have at least one to two 
pictures of every room.

3. Don’t assume you know 
the market rent; do a market 
analysis every time.

It’s not as technical or diffi  cult as you 
may think. Essentially, you just act like 
you’re a tenant looking for a unit like 
yours in your area. You should try to 
fi nd at least three comparable rental 
units.

Create a table to list all the important 
information about your unit like the 
square footage, bed/bath count, quality 
of fi nishes, utilities included in rent, etc.

Th en, next to that column, list all the 
same attributes from your comparable 
units. You may need to make some 
adjustments if any properties have 
better or worse attributes. You should 
be able to get an average dollar amount 
per square foot per month from all the 
comparable properties or at least see a 
small range of rent amounts. Th en you 
can decide where to price your unit 
based on how competitive you want to 

be.
If you aren’t seeing the activity 

you want, try refreshing your market 
analysis with new comparables. Aft er 
a week or two, the available units you 
are competing with may be completely 
diff erent.

4. Choose your words 
wisely.

When it comes to fair housing 
and discrimination, a landlord can 
accidentally get in trouble. Violations 
can lead to fi nes and lawsuits in the tens 
of thousands of dollars. Th e main rule 
when wording a rental advertisement is 
to focus on describing the property and 
the facts about it.

Don’t describe how it is ideal for a 
type of tenant. For instance, if you 
want to highlight the nearby grade 
school, don’t say something like, 
“Ideal for families with young children 
because it is two blocks away from XYZ 
elementary.” Instead, say something 
like, “Two blocks away from XYZ 
school that ranked in the top 10 percent 
of area elementary schools.”

Th e fi rst way says who the property 
is ideal for. Th e second way lets the 
tenants come to their own conclusion. 
Stick to the facts and let the tenants 
decide if it is good or bad for them.

Th ere are way more terms to avoid 
than I can list here, but here are some 
examples of potentially problematic 
language: 

• Families
• Children
• Mother-in-law suite
• No students
• Adults only
• Traditional couple
• Mature
• Empty nesters, etc.

5. Get it published.
It sounds obvious, but this last 

step also deserves some thought and 
possibly even a little money. Five years 
ago, 75 percent of the tenant leads 
my management company (www.
IRCEnterprises.com) received came 
from free sites like www.craigslist.com. 
In the last couple of years, though, we 
have seen a shift  towards rental listing 
sites like www.zillow.com, www.rent.
com, etc. Now we receive about 65 
percent of our tenant leads from these 
sites and only 20 percent come from 
free sites like Craigslist.

You may want to consider listing 
your units on sites like these even if 
it costs you a little. Th e more tenants 
that see your listing, the faster it will 
rent. It’s worth it to look at premium 
listing services too, as some sites will 
automatically post your listing on other 
partner sites, giving you even more 
exposure.

Marketing your property is 
something that really pays dividends 
if you take it seriously. No matter what 
kind of market you are in, creating 
more demand for your unit through 
marketing will shorten your vacancy 
times and increase your market rents.

 Th e last tip I will leave you with is to 
update your pictures, description, and 
market analysis every time a unit turns 
over. Th e more recent and accurate 
your advertising is, the better.

Christian Bryant is President of IRC Enter-
prises (specializing in Property Manage-
ment, Evictions, & Residential/Commer-
cial Sales for Investors) and is President 
of Northwest REIA in Portland, Oregon.  
For more information visit www.IRCEn-
terprises.com.

National REIA members can save 15-25% o�  of your annual 
o�  ce supply purchases at O�  ce Depot/O�  ce Max with 
15-55% o�  pricing on over 1500 items most commonly 

purchased by businesses in all categories.

Learn more at www.NationalREIA.org



Proper Retirement of Data Devices 
is Essential for Your Privacy and Security

By Stacey McKenna, 
for Cohen Recycling

Global data security costs more 
than $83 billion annually, and with 
more devices than ever carrying bits 
of our personal, health and fi nancial 
information, that number is continuing 
to rise. When it comes time to retire 
your smartphone, gaming console, 
computer and other gadgets, that data 
could be at risk. It’s important to work 
with a trusted company to make sure 
you do it right. One of the safest ways to 
handle data-bearing electronics when 
you are no longer using them is to take 
them to recycling and refurbishment 
companies.

We talked with Bob McCarthy, vice 
president of business development 
at Cobalt — a subsidiary of Cohen 
Recycling that is dedicated to the 
proper handling of IT equipment — 
to address some of the most common 
concerns about data “sanitization” and 
the proper management of data-bearing 
devices.

Why should I care what 
happens to my data?

With the growing ubiquity of high-
tech electronics — more than three-
fourths of Americans own smartphones, 
according to the Pew Research Center 
— it’s easy to become complacent about 
data security, especially once a device 
has maxed out its lifespan. But failing 
to properly recycle or sanitize your 
device can put you at risk.

Th e year 2017 saw a 44% rise in data 

security breaches and a 389% increase 
in records exposed. Th ose breaches can 
lead to a number of problems, including 
identity, fi nancial and physical theft . 
But it’s not just about protecting your 
data from would-be criminals. It’s 
also about preserving privacy, whether 
you’re worried about medical records, 
old tax returns, or the cookies that 
track your internet browsing behavior. 
“People don’t need to know I watch 
Judge Judy and DVR it,” says McCarthy. 
“People want their privacy protected, 
but sometimes we don’t consider the 
risks our devices pose when we’re done 
with them.”

What devices have data that I 
need to worry about?

In today’s environment, it’s 
increasingly common for electronics we 
use every day — not just smartphones 
and computers — to store some of that 
private information on a hard drive. 
McCarthy encourages people to think 
about any device that they’ve entered 
a credit card number into or used to 
browse the web. Th is could be an iPad, 
e-reader, cell phone or gaming machine 
such as an Xbox or Playstation IV. 
Even a DVR can store your personal 
television and movie watching habits 
on its hard drive.

“In today’s world, more and more 
things are requiring some kind of 
connection to a larger database. It’s 
not getting any better. It’s a bigger and 
bigger risk,” McCarthy says. To mitigate 
your risk, whenever you purchase a new 
product, do your research as to whether 
it stores data, so you will know how to 

recycle it properly when the time comes.

How do I safely handle my old 
device?

Once you’re done using your device, 
it can be tempting to try to wipe it and 
sell it yourself. But beware the risks of 
the DIY route: A recent study found 
that 65% of computers purchased from 
eBay had not been properly sanitized, 
and researchers were able to access 
data from the previous owner. “Simply 
formatting your [computer’s] hard 
drive isn’t enough,” says McCarthy. 
“Maybe you can’t read what the drive 
used to contain, but someone with the 
right knowledge can still recover what 
you thought you wiped.”

A better solution is to recycle or, 
in limited instances, refurbish, your 
device via a trusted professional. In 
Ohio and Kentucky (for example), 
you can bring your obsolete or no-
longer-wanted electronics to a Cohen 
Recycling Center or drop it off  during 
the three-day Reds/PNC E-Waste 
Recycling Drive held each spring.

By the time individuals are ready to 
retire their personal electronics, the 
devices have usually reached the end 
of their life. In these cases, reuse isn’t 
an option, so Cohen uses a complex 
electronics-shredding system to 
physically destroy the hard drives, 
eff ectively destroying the data as well. 
Th e shredder has rotating teeth that 
work much like a tree stump grinder, 
mincing the devices into two-inch 
pieces that are sorted by material and 
refi ned into re-usable material to make 
new products.

If you or your business are disposing 
of newer devices (usually three years 
or younger), there may be more value 
in refurbishing the device than in 
recycling it. In these instances, reliable 
data sanitization is the key to ensuring 
your privacy and security. And there’s 
no need to delay by trying to do it 
yourself. Although most cell phones 
can be safely wiped by resetting them to 
manufacturer specifi cations, that’s not 
the case for other electronics. Th erefore, 
companies like Cohen go well beyond 
the reformatting that most of us can 
do at home, and instead completely 
overwrite the drive. “Even the best 
forensic people can’t retrieve the data,” 
aft er it’s been through this process, says 

McCarthy.
Electronics used for business, such 

as workstations, servers, and network 
equipment, oft en have a signifi cantly 
diff erent lifecycle than personal devices. 
Not only does the usual wear and tear 
on these devices make them more 
likely to need replacement or upgrade 
more frequently, but businesses are 
also oft en handling a lot of sensitive 
data. For them, Cobalt’s extensive 
and customized IT asset management 
solutions are specifi cally designed 
to ensure total data security while 
looking for additional value through 
refurbishment, rebates, and recycling.

How do I know who to trust?
To ensure you’re working with a 

reputable company, look for relevant 
certifi cations. Leading credentials in 
data security are R2-certifi cation and 
National Association for Information 
Destruction (NAID) membership. 
Th ird-party audited certifi cations 
ensure that Cohen and Cobalt 
meet only the highest standards for 
data destruction and how recycled 
electronics make it back into the 
manufacturing stream.

Family-owned since 1924, Cohen is one of 
the largest ferrous and non-ferrous metal 
recycling companies in North America, 
processing more than 1.25 million tons 
annually.  They remain dedicated to the 
same values the company was founded 
on – quality and service.  Cohen operates 
over 20 strategically located facilities, 
provides localized, personalized, and 
full-service scrap management.  Learn 
more at www.cohenusa.com.
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Dear Landlord Hank is written by 
veteran landlord and property 
manager Hank Rossi to answer 

questions from other landlords & property 
managers from around the country about 
their rentals.  Landlord Hank’s columns 
can be found online at Real Estate 
Investing Today and the website for the 
American Rental Property Owners & 
Landlord Association (ARPOLA).  You 
can also submit a question to Landlord 
Hank through both sites.

Dear Landlord Hank:
I am considering buying a nice two-

bedroom single-story condo in a gated 
community with great amenities. The 
location is great too. 

The only downside I can see is that this 
condo is in a 55 and older community 
and you have to have a FICO score of 
700 or better to live there. What do 
you think of this as a rental investment 
property?

— Potential Landlord Linda
Dear Linda,
In general, I try to stay away from 

communities that restrict the tenant 
pool.

You usually will have a much longer 
wait to rent your place and you could 
lose four to five months of rent while 
finding the applicant that fits the 
mandated age and credit score, even if 
you live in a “retirement” area.

I fell into this trap last year.
Found a great condo in a 55+ 

community, at an excellent price, with 
nice neighbors, in a gated community, 
in a popular location. I checked the zip 
code and 25% of the population was 65 
years or older so I thought my chances 
of finding the perfect tenant, fast, would 
be very good.

I priced this condo well and started 
advertising. After awhile I was getting 
10+ calls and emails a day, all from 
prospects that were too young for the 
development.

Finally, I rented the property to a 
great tenant, but it took months. I 
would not recommend buying as a 
rental in an age restricted development. 
You also need to check HOA rules 
and regulations regarding rentals in 
whatever community you are buying 
into.

Sometimes there will be no home 
owners association, other times, the 
association requires tenants to apply 
and be screened by them and they have 
the power to approve or not approve 
your applicant.

Just do your homework, before you 
purchase, and know what limits and 
requirements you’ll have on who can be 
your tenant.

Dear Landlord Hank: 
What is the best way to notify a tenant 

you need to enter their unit? Our owner 

has placed the building up for sale, and 
we have to show rentals from time to 
time to prospective buyers.

Our state says 24-hour notice to 
tenants of entry to their rental. We 
call, cannot reach tenants, and leave 
voice mail. We also put note on the 
door. But tenants are often gone or out 
of town and do not respond. We were 
showing one unit when tenant showed 
up surprised we were there – but we had 
left voicemail the day before. How do 
you handle this?

—Property Manager/Landlord 
Melanie

Dear Landlady Melanie,
I do exactly the same thing you are 

doing.
I call, text and email so I’ve covered 

every base, and give tenants 24 hour 
notice of a definite appointment.

I ask tenants to respond, so I know 
they’ve received the message, but 
you are right, sometimes people are 
unaware of our intention.

I don’t know of any other way to try 
to connect and make tenants aware of 
the showing, or maintenance, etc. You 
have definitely put out a good faith 
effort to inform.

I also leave a business card so tenants 
are aware that I was in the unit.

Dear Landlord Hank:
Do you always use the same paint 

color throughout all your rentals or do 
you sometimes use different interior 
colors? We are considering an accent 
color on a wall in the living room,  but 
do not want to offend potential tenants. 
What colors do you use?

— Landlord Eileen
Dear Landlady Eileen,
I always try to use the same color 

throughout all my rentals.
I ‘ve found that to be the most cost 

effective and efficient way, for me.
Sometimes, I can get away with just 

touching up, and I always know what 
color I used last without having to keep 
track of which unit was painted what 
color, when.

I use an off-white color with bright 
white trim.

I often will have chair rail in my 
dining rooms and use a darker color 
below that compliments the flooring, 
and a lighter color above in the same 
color family.

This requires some keeping track of 
paint colors and is often a pain, but I 
like the results, it’s a warmer look and 
more inviting to me. (These are Atlanta 
choices-not Florida.)

When you use accent colors you do 
risk losing someone that doesn’t like 
your choice.

If that were the case, and this was a 
great prospect, you could repaint but 

that’s more money and time.
For efficiency and cost effectiveness, 

it’s best to use the same color, and 
brand of paint.

Dear Landlord Hank:
My property manager does not seem 

as focused on my rentals these days as 
he was in the beginning a few years back  
It is taking longer each month to get the 
slow-paying tenants to pay and catch 
up, for instance.  I am wondering if it is 
time to switch property managers. How 
do you know when to change property 
managers?

— Connie
Dear Landlady Connie,
If you are asking the question, this 

may be the time to change.
Property managers, if they are good, 

will continue to attract business. 
And, as the business grows, so do the 
numbers of issues requiring attention.

There are only so many hours in each 
day. Additional staffing may be required 
so no balls are dropped and everything 
is handled in a timely manner- just like 
you’d do if you only had one rental to 
deal with.

Have you spoken to your property 
manager and related your concerns?

It may be time to start checking 
out other property management 
companies. It would pay to check their 
references, too.

Dear Landlord Hank:
Just this past month I have asked 

two tenants who were late with rent to 
please pay on time as I have other bills 
to pay. Both times these two separate 
tenants called me “rude” for asking for 
payment. What is the deal? Why do 
tenants think they have a right to call a 
landlord “rude” when I am just asking 
for on-time payment?

— Stephanie
Dear Landlady Stephanie,
I don’t know all the facts in your 

current situation but were the tenants 
not paying on the due date or hadn’t 
they paid by end of grace period -if you 
offer a grace period in your lease?

You have every right to have your 
rent paid when due or during the grace 
period but you must find out about the 
rent at the end of the grace period.

These are the questions I usually ask:
• When will your rent be paid?
• How are you paying the rent 

(check, money order, on line, etc)?
• How much are you paying?
• What address are you sending 

rent to?
• Why are you late?
Then, I remind tenants about the 

late fee to be sure it is included in the 
payment.

If two separate tenants said you were 

coming across as “rude,” then perhaps 
your delivery needs a little work.

If you spoke to the tenants maybe 
your annoyance came through or 
you sounded a little abrupt, without 
meaning to.

I try to just be businesslike and 
professional at all times and I know 
that is very difficult when you are owed 
money, but it is factual.

Per my lease, I let tenants know, 
usually by talking to them on the 
phone, that I have not received the rent 
by the end of the grace period.

Sometimes it’s truly a postal service 
error, so I try to give tenants the benefit 
of the doubt, especially if they have 
some history with me. I usually have 
good results trying to sound reasonable 
and calm.

After you have asked your questions, 
nicely, you can offer solutions so this 
doesn’t occur again. You could accept 
postdated checks, or accept automatic 
bill pay, or ACH payments. It’s great to 
have the payments come automatically 
and on time every month and that is my 
goal.

I strive to have a good business 
relationship with all my tenants and I 
wouldn’t want them to think I was rude 
or didn’t care about them and their 
“home.”

I can see that it bothers you too.

About Landlord Hank:

“I started in real estate as a child watch-
ing my father take care of our family 
rentals- maintenance, tenant relations, 
etc. in small town Ohio.  As I grew, I was 
occasionally Dad’s assistant. In the mid-
90s I decided to get into the rental busi-
ness on my own, as a sideline. In 2001, I 
retired from my profession and only man-
aged my own investments, for the next 
10 years. Six years ago, my sister, working 
as a rental agent/property manager in 
Sarasota, Florida convinced me to try the 
Florida lifestyle. I gave it a try and never 
looked back. A few years ago, we started 
our own real estate brokerage. We focus 
on property management and leasing. I 
continue to manage my real estate port-
folio here in Florida and Atlanta.  Visit 
Hank’s website:  https://rentsrq.com.
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