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John Stou� er and his wife, Sandi, 
have been investing in real estate 
for more than 42 years. � ey own 

29 rental units and are part owners of 
two professional o�  ce buildings – both 
in suburban Harrisburg, Pennsylvania. 
John is an active member of the 
Diversi� ed Investors Group (DIG) in 
Philadelphia. � ey have also attended 
more than 20 of National REIA’s annual 
real estate cruises. While this interview 
was done with John, they are, as he 
later describes, “equal partners” in their 
business.

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

We are both retired music teachers. I 
was a public-school band director for 35 
years. We started investing in real estate 
in 1977 because teachers teach for only 

Continued on Page 14

John & Sandi 
Stouffer

By Chris Kuehl, Ph.D.

If there is one thing 
that all economists 
value above all else 

it is good economic 
indicator. A� er all, 
economists share 
the burden borne by 
meteorologists the 
world over. Nobody 
needs a weather 
forecaster to tell them 
what is happening right 
now and nobody needs 
an economist that tells 
you what is going on that day. We are paid attention to as we 
assert that we can tell people what is going to happen and the 
further out we can predict (with some accuracy) the better. We 
look at all manner of economic clues ranging from consumer 
spending to in� ation to productivity to the hemlines in the 
latest fashion shows – anything to provide some clues as to 
what is to come. Over the years there have been few sectors 

that provide data as good as 
does the housing sector and 
as a result, economists pay 
a great deal of attention to 
the trends in housing – new 
home sales, existing home 
sales, permits, housing prices, 
mortgage rates, ratio of multi-
family to single family homes 
and more. What is it about the 
housing sector that informs 
the economic forecaster more 
accurately than other sectors?

It starts with the fact the 
average consumer will never 
buy anything more expensive 

than a house and they will never make a decision that 
requires more attention to the future. � e decision to buy a 
house depends on whether the potential buyer thinks they 
have the security and con� dence to do so. Are they con� dent 
of their employment situation? Do they think the economy 
will grow enough to maintain the value of their acquisition? 

� e Housing Industry’s Starring 
Role in the U.S. Economy

Continued on Page 9
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Member
Spotlight

By David Pickron

Flipping through channels the 
other night I stumbled across an 
episode of “I Love Lucy.”  I was 

welcomed by that familiar phrase when 
Ricky comes home and announces 
himself by exclaiming “Lucy, I’m home!” 
� is was followed by them sharing 
dinner and some friendly husband/
wife banter until they retreated to their 
bedroom where they slept in di� erent 
beds. � is created a stark contrast in my 
mind of how much has changed over 
the years. 

As a landlord for the past 25 years, 
I have witnessed enough changes to 
make my head spin, especially when 
it comes to discovering information 
about my prospective tenants.  

Pre-internet we relied on calling past 
landlords and current employers. More 
than once a landlord told me stories 

about how the tenants’ car leaked oil 
on the driveway and the kids broke the 
ceiling fans imitating Tarzan. From 
employers I never saw a paycheck stub, 
but instead relied on a phone call to 
verify income, hours, and length of 
employment from a willing employer. 
� e days of trusting a handshake and 

the good word from a friend seem 
archaic.  

Fast-forward to today and we see that 
the old ways are gone. Employers will 
barely con� rm an applicant works there, 
let alone share any valuable information 
for fear of violating a person’s rights. 

Employment & Rental Veri� cation: 
Same Game, New Rules

Continued on Page 19



By Rebecca McLean
Executive Director, National REIA

At National REIA we try to 
keep our �ngers on the pulse 
of housing to determine what 

areas might be developing and what 
areas might be turning stagnant.  As 
an association, our members are both 
“transactional” investors and “buy and 
hold” investors.  We believe there is 
great value in both strategies but as 
we all know timing can be everything!  
I currently �nd optimism for many 
investors in both camps of investing 
interest.  We know and continue to 
warn that the market is changing and 
current trends cannot last forever, but 
for the immediate future both the rental 
market and in most places, the rehab-
to-retail market, are still going strong… 
if you pay close attention to the niches 
that need to be �lled.

�e rental market over the last several 
years has been amazing!  Many factors 
have led to this strategy becoming one 
of the hottest for real estate investors.  
Millennials are just beginning to invest 
in homes.  Although many of them 
found living space in their parent’s 
basements, most eventually found their 
home in the form of a rental.

At �rst, we saw an increase in 
multifamily occupancy as the under 
30 crowd sought-out apartments as 
their �rst living-on-their-own option 
but, over time, investors with single-
family rentals and duplex/quads have 
also bene�ted from the increase in this 
rental market.  On an interesting note, 
many renters move from an apartment 
to a single-family rental because they 
not only want more space, but a yard 

for their pet. Rental property owners 
across the country have seen increases 
in occupancy, less time with vacancies, 
and signi�cant increases in rents.  Hot 
markets like San Francisco have seen 
as much as a 60% increase in rents!  As 
I see more and more building permits 
for A and A+ multifamily properties, 
I believe that as the market turns 
investors who have been consistent 
in acquiring, �xing and maintaining 
B to C level rentals will have ongoing 
opportunities even in a downturn.

�ere is also good news for “reno to 
retail” investors.  Part of the challenge 
for investors that purchased and 
rehabbed in the past is that there was 
a glut of new single-family homes of 
which they had to compete.  Lenders 
also doled out loans on these new 
properties so easily it became somewhat 

di�cult for investors to build a business.  
A�er the “crash,” lenders tightened their 
lending standards, making it harder for 
Americans to purchase homes.  �is 
gave the �exible investor a much larger 
target market.  Creative �nancing 
techniques and the ability of an investor 
to cut pricing by customizing the rehab 
allow investors to once again provide 
truly a�ordable housing (and in this 
case attainable) to those who need it.  
Options o�ered by real estate investors 
in housing enables communities to 
provide housing that is a�ordable to a 
wider range of incomes.  In addition, 
these options play an important role in 
housing the workforce. In fact, investors 
have been providing “workforce 
housing” for decades, long before the 
term was even coined.

In one of my previous articles, I 

outlined some of the challenges of 
a�ordable housing as a true supply 
problem.  I commented on the 
challenge of not having enough starter 
homes available in the market.  �e 
starter homes that do make it to listing 
don’t stay on the market very long, 
and prices continue to go up and up 
because so few of these types of homes 
are available.  Investors are the answer 
to that dilemma!  Large builders cannot 
make good business sense out of 
building smaller, more modest homes.  
�ere just isn’t enough margin to make 
it worthwhile – especially when they 
can build them bigger, better-quality 
and at much higher price points.  But 
we, investors who work in communities 
that are beginning to be desirable 
(again) and are full of houses that have 
been previously neglected, can rehab 
an old gem into a more modern family 
home and still make the numbers work.  
�is is a bona �de win for the investor, 
the family and the community who 
gains a new neighbor and taxpayer.

Real estate investors are vital to 
a community as they provide more 
housing options both in selection and 
price as well as providing a healthy 
balance.  �e current environment 
seems to o�er great conditions for the 
real estate investor.  �ey can build a 
successful and pro�table business and 
help strengthen the communities in 
which they do business (and o�en live 
themselves).  From National REIA’s 
prospective that is truly a great win-
win!

Rebecca McLean is the Executive Director 
of the National Real Estate Investors As-
sociation.

Real Estate Investors Provide 
a Healthy Balance of Housing Options
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By M. Jane Garvey

As I le� the last CCIA (Chicago 
Creative Investors Association) meeting 
I was worried. We had discussed the 
new laws and legislative direction 
facing landlords and property owners 
in Illinois, and I had suggested that it 
was time to get out of residential rental 
housing in Chicago, Cook County and 
even Illinois. I had told my members, 
“�ere are other places that will 
appreciate your time and investment, 
rather than vilifying you. �ere are 
other property classes that are not 
under the same attack.”  �is didn’t 
sit well with many that are heavily 
invested here, and with others that are 
just starting out.  Many new members 
had intended to invest in residential 
rentals as a way to produce cash �ow, 
and work their way out of their day job. 
Many thought that the fact that hedge 
funds are buying here is an indication 
of a rosy future. As I le� the meeting, I 
knew that my members had heard the 
problem loud and clear, but they had 
not heard the solutions.

�is article is going to address the tip 
of the iceberg that is creativity in real 
estate. It is meant to provide ideas for 
further discussion.

Are you a “one trick pony”?  Many 
current real estate investors are. In good 
times, there is less need to �nd creative 
solutions to problems. Our business 
is easy to get into with learning one 
“blueprint,” “cookie-cutter formula”, 
or strategy.  �is may serve you during 
some parts of a market cycle, or in some 
markets – for a while.  But, you will miss 
deals, and you will miss some of the 
best deals.  You will also have a tough 
time adapting to market shi�s. You 
need to learn more than one technique 
to succeed in this business long-term, 
and I would like to see you learn many.

In this article let’s look at the problem 
of inhospitable governance.  I am going 
to focus on the purchase side of this 
�rst. If you like real estate, but �nd that 
it doesn’t work for you where you are, 
join the crowd. Over time, many have 
found that their home markets are not 
conducive to cash �ow investing.  What 
can you do?

Buy elsewhere.  Learn techniques that 
allow you to buy larger property that 
you can more easily manage from afar 
using a property manager.  You will 
need to learn how to search out a great 
area, and how to do the due diligence 
and analyze property in other markets. 
You will also need to learn to work with 
other people so that you can manage 
from afar.

Pick a di�erent property type. 
Housing providers are under attack 
in many areas of our country. Rent 
control, sealing eviction records, 
making it illegal to search criminal 
history, and many other similar things 
are on the legislative agenda. Well – self 
storage, o�ces, commercial, etc. have 
less issues as they are not under attack 
by the “housing is a right” groups.  Yes, 
you will need to learn something new 
to invest in these property types, but 
many have succeeded very well doing 
this.

Consider whether other cash �ow 
investments such as vacation rentals, 
assisted living facilities or notes are 
a�ected.  If not, learn what is needed 

to move into these investment types if 
they appeal to you.

Buy in a way that you have rights, 
but not the obligations, of ownership. 
Techniques such as lease options and 
master lease options allow you to 
structure a deal that you can walk away 
from, or renegotiate, if you �nd that the 
changing realities of the market make it 
impossible to make a pro�t.

Involve the current owner in the 
�nancing with a loan where the 
payments depend on net cash �ow. 
Keeping the current owner involved in 
this way allows you �exibility if needed 
in the future.

How can we adapt if we already 
own a portfolio in a market that is 
facing problems with inhospitable 
governance?

Stay legislatively active to minimize 
the problems and to thoroughly 
understand the limitations and 
opportunities.

Sell your single-family home rentals 
if they will be a�ected. By the way, when 
I use the word “sell”, please substitute 

Time to Ramp Up the Creativity

Continued on Page 8



As many investors across the 
country have learned over 
the past year, the a�ordability 

activists have motivated the development 
of new legislation targeted at keeping the 
price of rent under control.  If this were 
done in a vacuum, the actions may have 
merit.  However, this is the real world 
and it seems that vacuums only occur 
between the ears of certain legislators.  
While it may sound compassionate 
for the government to step in to lower 
the actual cost of housing, the reality 
is pretty clear that housing costs are 
usually already high because of previous 
government intrusion and missteps.  
�e economics of housing price and 
value are closely tied to the existing 
legislative & regulatory environment.

If that seems too complicated, let’s 
start with the basics of Economics 
101: Supply & Demand.  When a 
municipality arti�cially restricts the 
availability of land, like the Portland 
Development Ban Ring does, there 
will always be a need, short of a 
population reducing cataclysm, for new 
governmental intrusions because the 
supply has been arti�cially restricted 
and the demand continues to increase.  
From the politician’s perspective this 
is the perfect problem, in that the 
politician is always coming in with a 
new and better solution of government 
intervention, with no responsibility for 
previous errors or liability for future 
unintended consequences.

It is di�cult for the rental industry 
to address the concerns, and certainly 
expensive – just look at the $60+ million 
spent last year in California alone!  
While individual stories are critical to 
success, there is still a role for simple 
facts.  A recent essay by the Institute of 
Real Estate Management’s Ted �urn 
presented a great summary of the 
arguments against government price 
controls.  Here are some highlights:

�e arguments against rent control 
include the following economic and 
social impacts:

• Reduces the Quantity of Available 
Housing — Most economists assert 
that setting a price ceiling on housing 
reduces the housing supply in a market. 
With maximum prices set, there is less 
incentive to repair and rent spaces or to 
build new rental property.

• Reduces the Quality of Available 
Housing — Because rent control 
reduces the return on rental housing 

investments, it can lead to a decline 
in the existing rental quality. Property 
managers faced with decreasing 
revenues may be forced to reduce the 
amount they invest in maintaining and 
repairing existing property.

• Reduces New Construction —By 
forcing rents below the market price, 
rent control reduces the pro�tability of 
rental housing, directing investment 
capital out of the rental market and into 
more pro�table markets. Construction 
declines and existing rental housing is 
converted to other uses.

• Reduces Property Tax Revenues —
Rent control reduces the market value 
of controlled rental property, both in 
absolute terms and relative to property 
values in unregulated markets. �e tax 
implications of this reduction can be 
signi�cant, as the taxable assessed value 
of controlled rental property declines 
relative to unregulated property.

• Reduces Incentive to Maintain 
Controlled Property —Rent control 
discourages property managers from 
maintaining their property. When 
rent ceilings limit supply and turnover, 
property managers are less motivated 
to maintain properties and attract new 
tenants. 

• Reduces a Property Managers 
Ability to Meet Expenses —Because 
rent control forces rents below the 
market price, it reduces the pro�tability 
of rental housing. �is loss of revenue 
may make it di�cult for a property 
manager to meet routine expenses.

Seller Finance
So far this Congress the Seller Finance 

Coalition has been concentrating 
on the re-introduction of the Seller 
Finance Enhancement Act.  �e SFC 
has been working with past champions 
to tighten up the language and �nd the 
right mix of original cosponsors in a 
new normal for DC.

Long time champions Congressmen 
Roger Williams, Henry Cuellar, Tom 
Emmer, Andy Barr and Vincente 
Gonzalez have provided tremendous 
support once again. �e SFC is also 
focused on �nding Senate original 
cosponsors.  So far Senator Tom Cotton 
of Arkansas has been our lead ally.  It is 
hoped that the bill will be reintroduced 
before the Fourth of July recess in both 
the House and Senate with bipartisan 
support – which is no small feat!

Opportunity Zones
With the second round of regulations 

now published, signi�cant clarity on 
Opportunity Zones has been provided.  
Numerous larger municipalities and 
several states are moving forward 
aggressively to support and court large 
investments in Opportunity Zones.  
With over 8K census tracts around the 
country designated as quali�ed zones, 
almost every community has one 
nearby.

For the latest updates, be sure to check 
out both RealEstateInvestingtoday.com 
and search “Opportunity Zones” and 
watch or listen to the National REIA 
webinar hosted in conjunction with the 
law Firm Frost, Brown, & Todd, LLP.  
�e video is hosted National REIA’s 
Youtube channel and can also be found 
on RealEstateImnvetsingToday.com as 
well.

Mortgage Debt Relief 
Forgiveness Act

While National REIA is focused on 
a long-term �x for this mess, a short-
term solution is also being encouraged.  
On December 31, 2016 the most 
recent two-year extension bill expired.  
National REIA has strongly supported 
DC lobbying e�orts, spearheading 
the grassroots messaging by asking 
for relief from the IRS on America’s 
underwater mortgages and will 
continue to do so as the administration 
and new congress continue �nd their 
footing.  To date there has been some 
encouraging movement on a whole 
basket of bills called the Tax Extenders, 
which includes the Mortgage Debt 
Relief Forgiveness Act, as it will not a 
be stand-alone bill.  While there are 
substantial reasons for optimism that 
this package of bills will move forward, 
the partisanship in prelude to the 2020 
presidential race is grinding many bills 
to a halt.

OTARD (Over-The-Air-
Reception Devices)

Joint comments, as noted below, 
have been submitted to the Federal 
Communications Commission by 
national real estate organizations in 
order to address a very serious threat 
to property owners and the possible 
damage of their rental property by 
Over-�e-Air-Reception Devices.  

While the introductory comments 

are below, the whole submission is over 
40 pages and o�ers historic and legal 
precedent, as well as speci�c concerns 
about damage to real estate of various 
kinds if the current rule allowing 
placement without the property owner’s 
knowledge or consent is allowed to 
stand.  

Special thanks to those at NMHC 
for their diligence on this process!  
National REIA will continue to partner 
with national real estate associations 
for the betterment of investors across 
our great country.

Summary intro comments:
�e National Multifamily Housing 

Council, the National Apartment 
Association, the Building Owners and 
Managers Association International, 
the Institute of Real Estate Management, 
Nareit, the National Association of 
Realtors, the National Real Estate 
Investors Association, and the Real 
Estate Roundtable (the “Real Estate 
Associations”) respectfully urge the 
Commission to refrain from extending 
the Over-the-Air Reception Devices 
(“OTARD”) rule, 47 C.F.R. § 1.4000 
(the “Rule”), to permit the installation 
of �xed wireless hub or relay antennas 
on leased property without the consent 
of the property owner. 

�e Real Estate Associations strongly 
support the deployment of broadband 
infrastructure of all kinds because 
apartment residents, commercial 
tenants and their customers need and 
want the services that the infrastructure 
supports. �e real estate industry has a 
long history of promoting competition 
and access to communications services, 
and property owners enter into 
mutually bene�cial arrangements with 
broadband providers every day. 

Section 207 of the 
Telecommunications Act of 1996 was 
enacted as a pro-consumer measure 
and in its current form the Rule applies 
only to “customer-end antennas.” �e 
measures proposed in the Notice of 
Proposed Rulemaking (the “NPRM”), 
however, would convert the Rule into a 
broad grant of rights to communications 
providers. Furthermore, the proposed 
amendments would inadvertently 
increase the risks and costs to owners 
of leased property, thereby interfering 
with existing market mechanisms and 
harming deployment in ways that the 
NPRM does not consider or intend.

Rent Control:  No Need to Make a New Wheel

Continued on Page 8
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Editor’s note:  Mr. Dornish resides in Pennsylva-
nia and, as such, occasionally makes references 
to Pennsylvania law.  Please check with your lo-
cal laws and ordinances as they di�er from state 
to state. 

By Bradley S. Dornish, Esq.

Spring is in the air, and tax season 
is in full swing. What better time 
to write about taxes?  But the 

taxes I’m talking about in this article 
aren’t income taxes, or even transfer 
taxes, but the property taxes you will 
pay every year on every property you 
own. Property tax increases shrink cash 
�ow from a rental, and underestimating 
property taxes causes big problems for 
the inexperienced investor.

First, you need to understand that no 
matter how unfair it may be, all similar 
rental properties, even in the same 
neighborhood, do not pay similar real 
estate taxes. All three real estate taxes, 
county, municipal and school, are based 
on an assessment of the property by 
the county tax assessor. Some counties 
use base years, and don’t change 
assessments on sales, while others look 
for recorded deeds showing sales prices 
above the assessment, and raise the 
taxes of recently sold properties. Even 
if the assessor doesn’t reassess, the 
county, municipality, or most o�en the 
school district can watch for sales and 
appeal your assessment based on the 
price you paid for the property. 

What this all means is that in some 
places, like Allegheny County (PA), 
you may buy a rental property with 
an assessment way below the purchase 
price, and think your cash �ow will 
be good based upon the real estate 
taxes the present owner pays. But 
a�er your new deed is recorded, the 
solicitor for the school district in which 
the property is located sees the price 
on your deed, and appeals your tax 
assessment, doubling the assessment 
and doubling your county, municipal 
and school taxes. 

�e property next door has not 
changed hands for years, has a lower 
assessment, lower taxes, and much 
better cash �ow, so you can’t raise the 
rents in your building to cover the 
new taxes, because your tenants will 
go next door. So, your strong positive 
cash �ow becomes break even or worse. 
You are committed on your mortgage, 
utilities and taxes, so you struggle 
through and hope to be able to break 
even for a few years, until you can raise 
rents or re�nance for a lower mortgage 
payment. 

You can’t prevent the above scenario 
from happening, but you can predict 
what will happen to your taxes before 
you buy, and factor your prediction 
into what you are willing to pay for 
the property. Check the assessment 
of the property you are buying. If the 

assessed market value is substantially 
lower than the price you are paying for 
the property, check the court dockets 
in your county for property tax appeals 
by the county, municipality and school 
district on properties which sold last 
year or the year before. Are their 
assessments changed from before the 
properties were sold? 

Next, if you �nd the changes on 
those properties, look up the sale 
prices of those properties and compare 
those prices to their new assessments. 
Assume your assessment will change 
the same way theirs did. To �gure out 
your likely new taxes, multiply your 
best guess at your new assessment by 
the current millages for county, school 
and municipal taxes in the municipality 
where the property is located. You 
may not like the answer you get, but 
at least you won’t be surprised by the 
tax increase you see a�er you buy the 
property.

And before we leave the topic of taxes, 
there are two more things to consider. 
First, check out the tax history and 
current activity of the municipality 
and school district. If the municipality 
hasn’t raised taxes in many years 
and has major road repairs or a new 
municipal building to �nance, don’t be 
surprised by an increase in municipal 
millage, even if your assessment doesn’t 
change. And the new $100 million-
dollar high school being planned may 
improve the rentability of your units 
to tenants with children in school, but 
count on school tax millage increases 
when the school is built. Start to raise 
rents gradually now, so you have the 
cash �ow to pay those increased taxes 
later.

�e �nal words on taxes are for 
those of you feeling pretty smug about 
the counties and municipalities where 
you invest.  In the Cli�on case out of 
Allegheny County, the Pennsylvania 
Supreme Court held that a 2002 base 
year for real estate taxes in Allegheny 
County was unfair to some taxpayers, 
and remanded the case for the county 
to set up regular reassessments 
of properties upon which future 
taxes would be based. Justice Baer 

commented in a concurring opinion 
that any county where the dispersion 
coe�cient for recent sales (a measure 
of the relationships between sale 
prices and assessed values) is more 
than 20%, the court would welcome 
similar lawsuits to Cli�on, forcing 
reassessments in those counties.  

In Pennsylvania, you can see where 
your county sits on the base year and 
dispersion coe�cient scales by going 
online to www.steb.state.pa.us. �en, 
go to the county information tab and 
select all information for all counties. 
�e longer it has been since the last 
reassessment and the higher the 
dispersion coe�cient, the more likely 
your county faces a lawsuit to compel 
reassessment in the next few years. 

For example, remember that the 
Supreme Court ordered Allegheny 
County, which has a dispersion 
coe�cient around 26 and a base year of 
2002 to reassess. What do you think the 
odds are that the court would order a 
similar reassessment in Beaver County, 
where the base year is 1982 and the 
dispersion is 41.1 percent? I don’t need a 
crystal ball to predict the reassessment 
of my properties in Beaver County over 
the next few years. I’m preparing for 
that reassessment now, keeping good 
records of income and expenses, and 
doing what I can to keep cash �ow up. I 
wouldn’t max out on loans against the 
properties increasing loan payments 
and decreasing cash �ow until I see 
what my tax bills will be a�er the 
reassessment. And I wouldn’t buy a 
rental property right now on a very 
tight cash �ow in Allegheny County 
or any county with a high dispersion 
coe�cient.

Before you buy, make sure you will 
have enough of a cash �ow cushion to 
cover a tax increase.

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.
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Five Outdoor Living Trends � at Add 
Value to Your Investment Properties

By Brian Aguirre

Summer is the season for outdoor 
living, and fun yet functional 
outdoor spaces are a key asset to 

any investment property. From low li�  
updates to high impact projects, there 
are endless ways to take any space 
from invisible to inviting. Here are � ve 
outdoor living trends heating up this 
summer and some easy, actionable tips 
to get started on each.

1. Bring the party to the front
While the backyard has always been 

a staple for outdoor entertaining, the 
front yard should not be forgotten. A 
welcoming front-of-home space adds 
to the curb appeal of a home and leaves 
a memorable � rst impression when 
attracting renters to your property. 
Creating a welcoming paver creates an 
inviting � rst impression and can help 
connect your front yard to the back. 
� e Home Depot o� ers a selection 
of concrete pavestone at bulk pricing 
when buying in large quantities and our 
in-store associates can help you � nd the 
perfect stone to match your investment 
property’s front-of-house style. 

2. Up level the lawn
According to a recent survey by the 

National Association of Landscape 
Professionals, the home feature that 
millennials love most is the lawn. 
Additionally, � e Lawn Institute states 
that a well-kempt lawn increases a 
home’s property value by 15 to 20 
percent. If you’re looking for the best 
value for your dollar, it doesn’t get 
better than basic landscaping. 

Up level your lawn maintenance with 
� e Home Depot’s Tool Rental Center. 
It’s well stocked with lawn mowers, 

leaf blowers, trimmers and edgers for 
routine lawn maintenance needs as well 
as aerators, tillers and branch removal 
tools for bigger projects. While you’re 
at it, make sure to trim any overgrown 
hedges, clear away brush and dead 
plants and ensure regular watering so 
everything looks fresh and new. 

3. Fence it in 
Whether you’re looking to block a 

street view, protect a pool, shield your 
property from wind or just want a bit 
more privacy, fencing is the answer. � e 
Home Depot o� ers a variety of fencing 
styles, each tailored to meet your needs.

If you are looking to fence multiple 
homes or a large property � e Home 
Depot Pro o� ers bulk price savings up 
to  25% o� , helping to make your new 
fence a� ordable, practical and stylish.

4. Deck it out
If your property has a back deck, 

a fresh coat of paint and stain is the 
perfect way to make it pop. � e trick is 
in the prep work and making sure that 
you sand and pressure wash before any 
new application. 

Two-tone decks are trending but also 
timeless. Paint the railings a lighter 
color like PPG Timeless exterior paint 
in pure white and opt for a darker 
tone for the � oorboards with BEHR 
Premium waterproo� ng exterior wood 
stain and sealer in chocolate. Whenever 
choosing a paint or stain, always 
make sure it’s designed for decks as 
alternative outdoor coatings aren’t 

made to withstand foot tra�  c as well.

5. Shine some light
From string lights to tiki torches and 

everything in between, outdoor lighting 
is always a bright idea. Landscape 
lighting, in particular, is a worthwhile 
investment as it creates visual interest 
and accents the features of a home. 
In the front, it welcomes guests and 
illuminates pathways. And in the back, 
it sets the scene for evening gatherings, 
inviting friends and family to linger 
longer.

Low wattage LED lights are a smart 
buy as they have a longer life span, 
provide better visibility and are energy 
e�  cient. Installing low voltage lighting 
is also easy for an investment property. 
It doesn’t require any wiring and can be 
tackled in a single a� ernoon. 

Capitalizing on these � ve outdoor 
trends is a great way to increase 
the rental and resale value of your 
property. Whether you’re tackling these 
outdoor projects or any other home 
improvements, � e Home Depot Pro 

is a go-to destination for landlords and 
real estate investors. 

Designed by professionals for 
professionals, Pro Xtra is � e Home 
Depot’s loyalty program that helps you 
save money, manage your spending and 
grow your business. In addition to the 
program’s standard bene� ts, National 
REIA members also receive a two 
percent annual rebate, 20 percent o�  
paints and primers, volume pricing and 
more. It’s free to join so check it out and 
get started today!

Brian Aguirre is the Home Depot Pro Na-
tional Account Manager for the National 
Real Estate Investors Association.
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FREE WIRE 
TRANSFERS

$99 SELF-DIRECTED IRA
FOR 1-FULL YEAR*

*$50 SETUP FEE APPLIES

COMPLIMENTARY
GOLD LEVEL SERVICE

TWO FREE WEALTH BUILDING 
WORKSHOP TICKETS

TWO FREE EXPEDITED PROCESSING CERTIFICATES 
& TWO FREE WIRE TRANSFER CERTIFICATES

DIGITAL DOWNLOAD OF: 
SELF- DIRECTED IRAs: BUILDING RETIREMENT 
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$720MINIMUMSAVINGS
National REIA Members - 

Open a Self-Directed IRA 
with Equity Trust and receive:

© 2019 Equity Trust®. All Rights Reserved.EU-0051-01

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 �nancial professional.



Relationship Building: Listen, 
Share, Build

�is summer is a great time to 
build relationships with your elected 
representatives.  Do not let them govern 
in a vacuum.  As a small business 
owner and investor take the time to 
update your legislators, albeit brie�y, 
with highlights about your business 
and its impact on “their” constituents. 

Don’t forget to illustrate the impact that 
legislation & regulations have on your 
business.  Invite them to open houses – 
show them before and a�er pictures of 
your projects and rehabs!  Let them see 
the real work that is going on in their 
community; ”your” community.

Summer is a special time of 
relationship building that can have 
long lasting bene�ts for the real estate 
investor community – if we take the 

time to reach out and invite local, 
o�cials to our events and open houses.  
And don’t be dissuaded at the lack of 
attendance, or even sta� attendance.  
You can be a great resource for them 
as policies impacting our industry rise 
in the future.  Persistence is key to 
building solid, long-term relationships.

Stay up to Date
For the latest updates on communica-

tions to Congress, please visit www.Na-
tionalREIA.org and then under the Leg-
islative tab, click on the Action-Center.  
Also, stay up to date with current industry 
news by visiting our news site, www.Real-
EstateInvestingToday.com.
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By Alex Goldfayn

My wife and I attended the 
Kentucky Derby in early 
May — our fourth in the last 

�ve years. As you’ve probably heard by 
now, the apparent winner, Maximum 
Security was controversially disquali�ed 
for interfering with some of the other 
horses. �is led to the biggest long shot 
in the �eld — Country House — to be 
declared the winner. �e worst horse 
won.  

My observations from inside 
Churchill Downs are thus:  

It was a good race, but the apparent 
winner, the 7 horse, led through much 
of the race and cruised to what seemed 
like an easy two-length victory. 

We were not informed that there 
was an objection and that the race was 
under review. Although the results were 
not made o�cial, we just assumed the 
stewards were reviewing a close �nish 
for third place. 

�e winning horse was on the screen 
with roses on it. �e jockey pumped his 
�sts. �e family celebrated. 

About ten minutes following the 
race, my phone started to light up. I was 
getting texts from friends, family and 
clients (including some of you!) that the 
race was under review. 

By now, the winning jockey appeared 
on the big screen morti�ed, face frozen 
in shock and horror. 

More time passed.  
Many people had cleared out of their 

seats by now.  
Twenty-two minutes following 

the conclusion of the race, we were 
informed that a review had occurred, 
and its results were announced. 

�e new winners were shown, 
celebrating. �e disquali�ed jockey and 

trainer and owners were near tears. 
�e winning horse lost.  
�e second place and worst horse 

became the winner. �ird became 
second. And fourth came into the 
money. A monumental change for 
those making wagers. 

And the stadium was two-thirds 
empty. People had gone to cash in 
what they thought were their winning 
tickets, and were streaming out of 
Churchill Downs. 

Betting slips were strewn on the 
ground.  

People thought they were losing bets. 
But some of them were winners. 

Some people returned, crawling on 
the dirty cement �oor in their suits and 
dresses. 

One guy in a box in front of us 
muttered as he searched, “My wife 
swears she had a winning ticket 
somewhere here.” 

Other people simply roamed from box 
to box looking for discarded winning 
slips, looting (or salvaging) what was 
abandoned too soon by others. Some of 
these folks were just grabbing handfuls 
of discarded slips to get them scanned 
at the betting window. 

Too many people le� way too soon.
�ey didn’t stay in the game. �ey 

quit the game. �ey didn’t even know 
the game was not yet decided. But they 
le�. 

And it cost them real money.
As it does for us, in sales.
For as long as we are in the game — as 

long as we persevere and keep trying — 
we have a chance to win the sale. 

But as soon as we give up (and leave 
the arena) we voluntarily abandon any 
possibility of success. It is physically 
impossible to make the sale when we 
behave as though we have lost the sale. 

And I don’t know about you, but I feel 
like my prospects deserve my help, and 
I owe it to them to stay in the arena with 
them as long as possible. 

Like so many of the Derby attendees 
should have.

(My single greatest tip if you are 
interested in going to the Derby is to 
get a covered box. �is will protect 
you from the sun and rain, and keep 
you in good cheer while those without 

cover struggle to stay dry in their fancy 
out�ts. It has rained — a lot — the last 
two years.)

To systematically increase perseverance 
for 10-20% sales growth, call Alex Gold-
fayn at 847-459-6322 or visit www.Gold-
fayn.com. Alex is the CEO of the The Reve-
nue Growth Consultancy and the author 
of the Wall Street Journal bestseller Sell-
ing Boldly.

Lessons in Perseverance 
at the Kentucky Derby

Legislative Update  ... continued from Page 3

Time to Ramp Up the Creativity  ... continued from Page 2

exchange if appropriate, or reinvest 
your pro�ts in an “Opportunity Zone” 
to minimize the tax hit.

Convert property, if practical, to a 
property type that is not a�ected.  For 
instance if all residential rental property 
is a�ected, convert your apartment 
buildings to condos or coops and sell 
them to individuals.  If you have a few 
condos as rentals, see if they can be 
used as vacation rentals – short-term 
rentals may not be covered under some 

of the legislative initiatives.
See if there are programs that you can 

work with that will rent the property 
for use for their clients. Special needs 
housing or various government assisted 
housing may have special exemptions, 
or programs that will allow you to 
still make a decent cash �ow on your 
investment.

Connect with the thinkers and 
idea people in your market. Investors 
that have survived many market 

adjustments are likely to have ideas and 
techniques in their bag of tricks that 
can solve these problems. Keep in mind, 
solutions need to �t the problem, and 
the problems are unique to the owner. 
Talking them through with others will 
help you realize that there are many 
solutions. It is up to you to �nd one that 
works for you.

�ere are solutions to all of the 
challenges that come with di�cult 
legislative change. It is upsetting to 

have to adapt, but that is one of the 
realities of life and of business.  If you 
haven’t read the book “Who Moved My 
Cheese” by Spencer Johnson lately, it 
might be a good time to revisit it.

Jane Garvey is President of the Chicago 
Creative Investors Association.

Alex and his wife at the 2019 Kentucky Derby
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Will they have enough wherewithal 
to furnish the place? Do they have 
con�dence in the stability of the 
neighborhood? Will they be able to 
sell that house if they decide to move 
or simply change abodes? �ese are all 
decisions that will be based more on 
mood and opinion than on hard facts. 
A shi� in the job number downward 
will have a chilling impact on housing 
decisions and o�en the earliest sign 
of distress in the job market is seen in 
housing.

Beyond the emotions and opinions 
that come with deciding to buy a home, 
there is the simple fact that a great deal 
of money will be changing hands and 
there are dozens of industries that are 
intimately involved in the housing 
sector. �e construction sector is an 
obvious starting place for the new 
home market but there will be many 
remodelers engaged with the existing 
home sector. �en there are the real 
estate people involved with buying 
and selling, the banks and other 
lenders providing the mortgages, the 
companies and institutions that back 
the lenders, the companies that handle 
the transaction paperwork and the 
insurance companies. Don’t forget the 
furniture stores, the HVAC companies 
and the manufacturers of the 
appliances. You get the idea. �e GDP 
from construction in the US is close to 
$650 billion (residential, commercial 
and public combined). Roughly 18% 
of the total US GDP is accounted for 

by residential housing (around 7% 
from actual construction and 11% 
from housing related services). �is 
is the same percentage of the US GDP 
accounted for by all the exports sold 
around the world.  �e total value of the 
housing market has been estimated by 
Zillow at around $34 trillion. �ese are 
big numbers and dwarf almost every 
other economic sector.

�e third contribution from housing 
is in terms of investment. �is is the 
single most important store of wealth 
that US consumers have. �ere are 
growing numbers of people who have 
money in the equity and bond markets 
but this total is considerably less than 
the number of people with equity in 
their homes. Currently around 64% 
of Americans own their own homes 
– down slightly from the 1960s when 
it was around 65.7%. �is is a higher 
percentage than in most other developed 
nations but there have been changes 
that match up with demographic shi�s 
as millennial buyers have been less 
enthusiastic about ownership than 
either the Boomer or Gen-X buyer. �en 
there are the billions that are invested 
in a wide variety of markets – equity 
in home builders, REITS, speculative 
property development and so on.

Given all this the economist has much 
to work with. �ere are plenty of leading 
indicators that have provided a glimpse 
into the future. Housing permits signal 
imminent building and the willingness 
and ability of people to embark on 

the project. Given the importance of 
mortgage rates to decision making a 
shi� in them (up or down) will signal 
bigger economic changes. �is is due 
to the close ties between mortgage 
rates and the value of long-term bonds 
as well as Fed decisions on rates. �e 
acquisition of needed commodities like 
lumber and cement will provide a clue 
that something is about to happen.

Another important indicator of 
economic development is provided 
as neighborhoods emerge. �e new 
homes will generate further expansion 
of shopping venues, public services, 
hospitals, and many other service 
o�erings that are tied to the number of 
“roo�ops”. Streets and sewer systems 
and electrical expansions will be added 
as housing expands – along with police 
stations and �re stations and schools 
and churches. �e list is a long one.

By the same token the housing sector 
will help predict hard times. As home 
sales dwindle all those support systems 
begin to fade away. Shopping centers do 
not fail �rst – the neighborhood that it 
is in will show the �rst signs of distress. 
If there is no new development this will 
suggest that a neighborhood is dying 
and that the residents are aging to the 
point they will either abandon the area 
altogether or they will sharply reduce 
the amount of money spent.

�e greatest challenge facing 
economic analysis is data that is too 
broad. �e national numbers are 
interesting and all but they are not 

always that relevant to local economies. 
�e state of California alone has the 9th 
largest GDP in the world (larger than 
that of France). �e city of Los Angeles 
has a larger GDP than �ailand. �e 
data that comes from real estate and 
housing is by its very de�nition local. 
�e breakdown by neighborhood is 
almost without precedent and gives 
the economist the speci�city needed to 
provide useful forecasting.

As long as Americans have the 
traditional dream there will be a 
powerful and in�uential housing sector 
and the economist will be studying 
every little clue and nuance the sector 
can provide. 

Chris Kuehl, PhD., is an economist and 
Managing Director of Armada Corporate 
Intelligence. Visit www.armada-intel.
com for more information.
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The Housing Industry's Starring Role  ... continued from Page 1
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By Kathy Fettke 
Co-Written by Donna Behrens

 

Wireless carriers are making big promises 
about 5G technology. �ey say we’re on 
the cusp of an upgrade that will change 

the way we live and work. Split-second data transfer 
is expected to catapult us into the future and create 
opportunities for every industry, including real estate. 
But while the roll-out seems imminent, some experts 
say we shouldn’t hold our breath. It’s probably not 
going to be a quick transformation.

5G represents the newest generation of cellular 
wireless technology. Wireless service providers 
introduced the �rst generation in the 1980s and have 
upgraded to a new generation about every 10 years. 
�e current standard is 4G.

According to Realcomm, which reports on real 
estate, technology, automation, and innovation, 
5G will give us blazing fast data rates and response 
times, much higher network capacity, massive 
device connectivity, less energy use, and lower costs. 
Expectations are so high for 5G that some people are 
calling it the “Fourth Industrial Revolution.”

Mobile Broadband on Steroids 
�e technology will vary a bit from place to place 

depending on which 5G spectrum is used. MacRumors 
says that mmWave technology will be the fastest and 
will likely service dense urban areas.  �at’s a high-
band spectrum with shorter wavelengths. Suburban 
and rural areas would probably get mid- or low-band 
5G technology. �at will be faster than 4G LTE but 
not as fast as the mmWave technology.

Digital Trends says that most people think of the 
mmWave technology when they refer to 5G because 
it’s the fastest.  But, it also has its drawbacks with a 
lower coverage area and poor building penetration, so 
you would need more of those mini cell towers.  

What, exactly, will 5G do for us?  
According to the experts, data transfer speeds will 

be 10 to 20 times as fast as they are now. It will be 
able to accommodate more people and devices within 
a smaller perimeter. And you won’t experience that 
annoying lag time that gets worse during peak hours. 
It is also expected to provide better internet access in 
remote areas, and create opportunities for people and 
businesses looking for less costly real estate. 

5G is expected to optimize the use of the self-driving 
car which will also make it easier to live in remote 
areas. By transferring data in the blink of an eye, 
autonomous vehicles will be able to relay data quickly 
to other similar cars -- such as the need to brake 
because of tra�c or a collision. �e increased use of 
self-driving cars will make it possible for employees to 
live farther away from their companies. If they need 

to commute, they can work as the car escorts them to 
their destinations.

�e experts say that 5G tech will help cities and other 
municipalities operate more e�ciently. 5G-enabled 
sensors can be embedded in buildings and other 
infrastructure to monitor things like �ooded drains 
or broken streetlights. �e technology would also 
enhance the use of security cameras, and help utility 
companies track energy use remotely. Smart homes 
will also bene�t, along with neighborhood aesthetics.

Since its wireless, the ugly cables that connect 
internet boxes on phone poles to homes can be 
eliminated. You would see 5G mini cell towers 
mounted on the same phone poles or on roo�ops, 
but they would transmit information wirelessly 
to users. Not only will that improve the look of the 
neighborhood, it will provide more reliable service 
during bad weather, which can o�en knock down 
poles and wires.

5G Backlash Already Underway
One major hurdle for 5G implementation is the need 

for more cell towers close to where they are needed. 
Business Insider says: “To ensure a reliable 5G signal, 
there needs to be a lot of 5G cell towers and antennas 
everywhere. We’re talking on every lamppost, tra�c 
light, etc. because even trees can block 5G signals.”  
�at could create leasing opportunities for people 
with roo�op space they’d like to rent out.

It could also create a backlash from neighbors who 
don’t want to live near those transmitters. �ere’s still a 
debate over the health e�ects of smartphone antennas, 
but many people don’t want to take the chance. Tech 
reporter, Mike Elgan, wrote in a Computerworld 
piece that some cities, like Mill Valley, California, are 
already passing laws to prevent 5G installations.

Fast Internet, Slow Roll-Out
�e build-out is also a lengthy process. When 

wireless carriers say they are launching 5G in a certain 
city, it’s probably in just one small pocket, or maybe 
for a select group of users. Elgan says: “In order to 
have reasonable coverage, providers have got to build 
5G antennas and towers all over the place, and very 
close to users. It’s time-consuming and expensive.”

Elgin also lists several other issues that will get in the 
way of implementation, including the need for more 
powerful cell phone batteries. He says phones will 
need to conserve power by using 4G technology, and 
switch to 5G when there’s a need for more bandwidth. 
He believes it’ll be another 15 years before 5G replaces 
4G for most users.

And then there’s the trade war with China and 
the U.S. ban on goods from Huawei, which markets 
5G telecom equipment. �e Trump administration 
called for the ban over national security concerns 
which include potential espionage by the Chinese 

government using Huawei equipment or networks. As 
Vox Media reports, Huawei makes a lot of a�ordable 
5G equipment, and is well advanced in 5G technology. 
Vox says: “�e trade war with China has already made 
expanding 5G in the U.S. more expensive, and rules 
against Huawei threaten to slow 5G’s growth even 
more.”

5G Will Come to a City Near You, 
Eventually 

With or without Huawei, major U.S. carriers are 
building their 5G networks, and some limited 5G 
service is available now. �e �rst cities to get Verizon 
5G wireless are Chicago and Minneapolis, but only in 
certain areas. Verizon says it plans to add more than 
30 new 5G cities this year. AT&T is also getting its 5G 
networks up and running. It says it has at least a dozen 
5G cities will more than double that number this year.  
T-Mobile and Sprint, which is owned by T-Mobile, are 
also planning 5G roll-outs this year.

Of course, you will need a 5G phone to access these 
networks, and there are some available. Verizon 
is o�ering the new Motorola 5G Moto Mod to its 
customers in 5G cities.  Samsung is about to launch its 
new Galaxy S10 and is taking pre-orders.  MacRumors 
says that Apple may introduce its �rst 5G phone next 
year. So, if you want to go 5G right now, it may not be 
with an iPhone.

The 5G Hoopla!
For all the hoopla that 5G is creating, it may be 

more of a novelty for years to come. But when it 
�nally makes a grand entrance into our lives, Verizon 
explains it like this: 

“Get ready to change the way you live, work, and 
play. Massive bandwidth through millimeter wave 
spectrum, awesome speeds, and super low latency. 
Life on 5G will move faster than the blink of an eye, 
and the use cases are limitless. From autonomous 
vehicles, smart medical procedures, the boundaries 
of 5G are only limited by our imagination.” In other 
words, it’s a big upgrade to our cellular access to the 
internet. Call it mobile broadband on steroids.

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, Retire Rich with Rentals, Kathy is a 
frequent guest expert on such media as CNN, CNBC, Fox 
News, NPR and CBS MarketWatch.  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. 

Transforming Our World with 5G
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By Mark A. Gannaway

Are dog’s really “Man’s Best 
Friend?”  For most pet owners 
it’s a resounding “Yes” but to 

cat lovers, real estate investors and most 
insurance companies, it’s a resounding “it 
depends.”  A� er you read this, you may 
replace your trusty Flu� y with a gold� sh. 

According to a recent Washington 
Post article and our friends at Price 
Forbes with Lloyds of London, 57% of 
the United States (US) population owns 
a pet, 33% own a dog only, 14% own a 
dog and a cat, 11% own only a cat, and 
4% represent some other type of pet.  Of 
the 47% who own dogs, which makes 
up 89.7 million dogs, roughly 67% of 
owners own one dog with 24% owning 
two and 9% owning three or more dogs. 
� is means on average, owners have 
just shy of 2 dogs (roughly 1.7).

In today’s world of renting, an 
investor or property manager must 
include pets in the work � ow signup 

process.  Why?  � e chances of your 
property having an uninsured loss due 
to a dog bite, or a tenant discrimination 
complaint just went up tremendously.

In addition to the potential tenant 
having a background check, what 
process is in place for pets?  Do you 
have an animal policy in your leasing 
documents?  How do you con� rm 
whether the tenant has a pet?  Do you 
have the tenant sign a document saying 
he or she has read and agreed to the 
terms of your pet policy? What happens 
if your approved tenant six months into 
the lease buys a pit bull for “protection?”  
What happens when a guest of the 
tenant comes over with their dog and 
bites someone? � ese areas of concern 
must be addressed and documented.

First, the dog bite.  Most insurers are 
excluding dog bites or limiting coverage 
for certain dog breeds when providing 
defense cost, medical payments or 
third-party awards from litigation.

Most insurance companies exclude 

the dogs listed below for any type of 
property or liability coverage:

• Akitas
• Alaskan Malamutes
• Boxers
• Cane or Corsos
• Chow Chows
• English Bulldogs
• Doberman Pinschers
• German Shepherds
• Great Danes
• Masti� s
• Presa Canarios
• Pit Bulls
• Rottweilers
• Siberian Huskies
• Sta� ordshire Terriers
• Wolf Hybrids
Of the 89.7 million dogs owned in the 

US, the above breeds and those breeds 
with severe bite history, represents 
only 2.5%.  � ere are approximately 4.7 
million dog bites per year in the U.S. 

with most dog incidents having the 
following characteristics:

• Most dog attacks involve male 
dogs (roughly 92%).  Non-
neutered is a major contributor. 

• � e odds that a bite victim will 
be a child is 3.2 to 1

• Severe injuries occur almost 
exclusively in children less than 
10 years of age.

• 61% of dog attacks happen at 
home or in a familiar place

• 77% of dogs that have bitten 
belonged to the victim’s family 
or friend

When a child less than 4 years old 
is involved, the family dog was the 
attacker half the time and 90% of the 
attacks happen in the family home.

Approximately, 34% of ALL annual 
dog bites or incidents are not covered 
by the terms and conditions of the 
homeowner or landlord policy.

� e second big issue when it comes 
to renting to pet owners is de� ning 
the animal living with your tenant.  
Is it a pet or a medical tool?  � e US 
Housing and Urban Development 
(HUD) is very sensitive to that topic.  If 
you’re employee is improperly trained, 
this could lead to an inappropriate 
question or response to the potential 
tenant, opening you up to a possible 
tenant discrimination complaint 
with HUD.   An Emotional Support 
Animal (ESA) is de� ned as a medical 
tool and not a  pet. Under Federal 
Fair Housing Laws,  ESAs  must have 
access to apartments or single-family 
homes for rent with a no-pet  policy 
and are exempt from  pet-related fees.  
ESAs  help aid with an  emotional  or 
mental disability.  ESA dogs  can  be 
any type of breed and are exempt from 
breed or weight discrimination.  So, if 
your tenant has a 130-pound rottweiler 
as an ESA, according to this de� nition, 
you have no choice.   

To mitigate some of these issues, there 
are resources available at your � ngertips 
on the World Wide Web.  One that many 
investors and property managers are 
starting to use is PetScreening.com.  It’s 
a free web-based service to the property 
manager or investor and takes in to 
consideration the breed, weight, age, 
vaccination record and pet owner’s care 
and adherence to pet policies.  � ere is 
also a couple of insurance companies 
now o� ering a Dog Bite insurance 
policy with multiple optional coverage 
amounts and a� ordable pricing.  

Of course, an article like this cannot 
cover all the possible uninsured losses you 
may have had or will experience in the 
future.  Please read your own insurance 
policy or ask your insurance agent what 
insurance coverages you do have for these 
types of risk.  And remember, always get 
your answers in writing. 

Mark A. Gannaway, CPCU, is the Chief 
Executive O�  cer and Founding Partner 
of Arcana Insurance Services, an all-lines 
property and casualty managing agency 
that’s been working with real estate in-
vestors since it began in 2005.

Arcana Insurance Services o� ers National 
REIA members multiple insurance prod-
ucts speci� cally designed for Investors 
and their tenants. Learn more by visiting 
www.nreia.arcanainsurancehub.com.

Pets Biting into Pro� ts

• 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



703-273-7373    treas.gov/auctions/treasury/rp

US Department of the Treasury

SEIZED REAL ESTATE

LAND, COMMERCIAL & RESIDENTIAL PROPERTIES LOCATED 
THROUGHOUT THE US & PUERTO RICO

• Auctions open to the public 
• Clear title conveyed 
   (unless speci�ed)
• No Buyer's Premiums charged!

Sign up for email noti�cations of upcoming 
auctions and get details on all upcoming 
auctions at www.cwsmarketing.com

O�ered at Live & Online Auctions
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The new ARPOLA Program 
Card through JCPenney is 
a great way members can 
say “thank you” to current 
residents or that new 
homeowner that you have 
just helped achieve the 
American Dream! Savings 
of up to 60% on retail and 
30% off sale prices can be 
achieved either online or 
in-store. Just ask the 
cashier to scan your 
program card (see details 
below right on how to get 
one) or enter the discount 
code BLAC43 online and 
start saving today!
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By Gita Faust

� e advancement of technology has 
made it much easier for companies 
to detect and even fully prevent 
fraud. However, o�  ce computers and 
intelligent accounting so� ware fails 
to help when you do not know where 
to look in the � rst place. Somebody 
could be committing fraud right under 
your nose and you could have no 
idea. According to the Federal Bureau 
of Investigation’s Internet Crime 
Complaint Center, almost 10,000 
people claimed to be victims of real 
estate fraud in 2017; the total losses 
from those accounts added up to over 
$56.2 million.

However, once you know how to 
identify signs of fraud, mediate any 
e� ects on your company, and prevent it 
from happening in the � rst place, you 

can feel rest assured that you will not be 
one of those 10,000.

Notable Signs of Fraud
While fraud might present itself in a 

number of subtle ways, these six signs 
are the most common. 

Irregularities in accounting: 
Accounting irregularities appear in 
both simple (unreconciled accounts 
and unusual balances) and complex 
(on-top entries) manners. However, 
these inconsistencies may be di�  cult to 
identify since those who commit fraud 
tend to be good at covering their tracks.

Control de� ciencies: � ese 
de� ciencies can manifest as a lack of 
allocation of duties, employees having 
the ability to e� ortlessly thwart limits of 
authority, failure to regularly reconcile 
accounts, and incomplete and outdated 
accounting records. If you identify such 

weaknesses in your company’s control 
procedures, you should de� nitely check 
for fraud. 

Incomplete information: Human 
error can explain away missing 
documents, but you should be 
suspicious when lost information 
becomes a regular occurrence. When 
you look into missing information, keep 
an eye out for patterns, such as blocks 
of time, customers or vendors, types of 
transactions, or certain employees. 

Conspicuous deception: When 
people are trying to cover up suspicious 
activity, they might omit certain pieces 
of information, act dodgy, or even 
alter documents. If you catch people 
lying about little things, such as their 
involvement in situations or anything 
of the like, then they are probably lying 
about bigger things, too. Deception 
or lying in one area is typically not 

isolated.
Behavioral changes: Signi� cant 

changes in behavior from your 
employees might be indicators of 
something shi� y going on behind the 
scenes. When an employee commits 
fraud, he or she may become less 
cooperative and more apparently 
stressed. On top of this, some employees 
may display signs of newfound wealth 
as well, such as luxury cars or clothing. 
Take note when there are any sudden, 
remarkable changes in an employee’s 
lifestyle.

Tips from employees: Tips from 
employees are proven to be the #1 
way that fraud is detected within 
companies. While you might receive a 
number of tips, the most credible ones 
have a su�  cient amount of detail to 
go along with them; those are the ones 
you should investigate. However, keep 
in mind the possible motivation of a 
tipster, because some employees are 
known to throw others under the bus 
for their own gain.

Most Common Real Estate 
Fraud

Fraud manifests in countless forms, 
so you might be wondering, “Where do 
I even start to look?” Well, in the real 
estate industry, there are four types of 
fraud that occur more frequently than 
any other:

Rent fraud is an easy-to-commit 
form of fraud that can be identi� ed by 
detecting a discrepancy between the 
books and the bank account and by 
viewing your Pro� t & Loss. A tenant 
pays rent via cash, money order, or 
check; the employee handling the 
payment may mark it as received in the 
books, but then he keeps the payment 
for himself. 

Construction loan fraud is especially 
frequent because of the complexity 
of construction processes. With so 
many parties involved, it makes it 
easier for fraudulent activity to go 
undetected. Construction loan fraud 
takes a number of forms, whether it 
be false payments, mismanagement of 
inventory, and unreported deviations 
or false representations. 

Misrepresentation includes 
both false statements and altered 
documents (which could include rent 
rolls, draw requests, and many more 
� nancial documents). � e majority 
of misrepresentation reports cite 
instances of falsi� ed documentation, 
potentially because there is less room 
for interpretation of documents over 
face-to-face interactions.

Misappropriation of funds occurs 
when borrowers divert funds from one 
project to other projects. � ese diverted 
funds are typically used for pro� t, 
personal use, or solvency. O� entimes 
fund misappropriation can be detected 
by visiting worksites (since the project 
would not be completed or even 
existent) and when borrowers � le for 
bankruptcy. 

Don’t Let Disaster Strike
Fraud: Identify. Assess. Prevent.

Fraudsters: Beat Them to the Punch

Continued on Page 17



180 days of the year and we wanted to keep busy all 
year long! My wife and I usually take one week each 
year for a family vacation, and one week to attend the 
NREIA cruise each February. We enjoyed our 20th 
cruise with National REIA this past year! While I 
was teaching, I took real estate courses at the Temple 
University Real Estate Institute in Philadelphia. �ey 
were each one semester long and included Property 
Management, Creative Investment Practice, Real 
Estate Investment Techniques and Residential 
Construction.

Where is your current market and what is your focus 
or area of expertise?

Our current market is the same as it always has been. 
We concentrate on the Philadelphia suburbs and I buy 
properties in good condition, in good locations and 
then rent to quali�ed tenants. I feel that my area of 
expertise is in the tenant-qualifying area; for example, 
we have four questions that we ask when interviewing 
prospective tenants on the telephone:

• Is anyone a smoker? (We do not allow smoking 
inside or outside of our properties.)

• Do you have any pets (We don’t allow pets, 
except service dogs.)

• What is your credit score? (Must be 700 or 
above.)

• What is your income? (We aim for 4 times rent.)

How did you get started?
We used Realtors to �nd properties beginning back 

in 1976. I gave them my requirements and it usually 
took about one year to �nd a property. A�er 10 years, 
we owned two quads, one �ve-plex, one duplex and 
six houses in working-class neighborhoods.

Describe a typical work week for you as a real estate 
investor.

A typical work week varies according to the time of 
year. All of our leases have a four-month “window” 
which precludes anyone from vacating an apartment. 
�at “window” is from November 1st through 
February 28th. We discovered very early on that it 
is quite di�cult to �nd quali�ed rental applicants 
during those four months. We have highly quali�ed 
tenants; half of them sold their homes and moved into 
our apartments. Our tenants include doctors, lawyers, 
nurses, teachers, business owners and retired people.

How long have you been investing in real estate?
We have been real estate investors for 42 years. 

Since we have no employees, my wife and I are equal 
partners; she takes care of all computer work, bill-
paying, lease-typing, etc. I take care of showing the 
units, all required general maintenance including 
mulching, small repairs and inspections.

Tell us about your �rst deal.
We bought a 3-bedroom, 1-bath rowhouse in a 

suburb of Philadelphia in 1977 for $24,000 with a 
down payment of $4,800. We re�nanced in 1992 — 
cash out of $52,000. �e house sold in 2004 for $78,000, 
with $30,000 of equity. We did a 1031 exchange into a 
duplex in Brigantine, N.J.  Both units were year-round 
rentals. One unit was rented to a medical doctor, and 
the other unit was rented to two dentists. We sold 
both units as condos in May, 2019, for $590,000.

How do you fund your investments?
We have used less than $50,000 of our own 

money since we started in 1977. Literally 100% of 
our investments have been funded via 1031 tax-free 
exchanges.

John relaxing on National REIA’s annual Winter Cruise

CAPTION HERE FOR THE PHOTO ABOVE

Pictured at Right: Sandi Stou�er
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Stou�er family vacation on Taylor’s Island



Do you have a real estate license?
No. However, l took the real estate 

courses and passed them but I did not 
want a license hanging in a real estate 
o�ce, so I never pursued getting the 
actual license.

What projects are you currently 
working on?

We are currently selling properties 
and then buying gi� annuities that 
actually pay us more each year than the 
real estate. �ey are structured to pay 
my wife and me quarterly as long as 
we live. During the past 18 months we 
have sold our share of 600 apartments 
in Ohio and donated the proceeds into 
a gi� annuity at our church. We sold 
our share of two hotels in suburban 
Atlanta and donated the proceeds to 
our undergraduate college. In addition, 
we sold our shares of a warehouse in 
suburban New York City and donated 
that to the Philadelphia Orchestra. 
We sold a single-family house in West 
Chester, Pennsylvania, and donated 
the proceeds to our college and the 
orchestra. We are planning to donate 
the proceeds from the sale of another 
single-family home in a few months.

How much time do you put into your 
real estate education? And has coaching 
or mentoring played a part in your 
success?

I am an active member of DIG and 
attend all of their meetings. I also 
read numerous real estate books and 
publications. I am really self-taught, 
so, mentoring by others has not been 
a factor; however, I do spend many 
hours mentoring prospective investors, 
helping them improve their real estate 
education. �ey contact me and come 
to my home for informative sessions.

What are your current and future 
goals?

My current goal this year is to sell 
my last single-family house and move 
the proceeds into another lifetime gi� 
annuity and pay o� the last mortgage 
for a small apartment complex in 
suburban Philadelphia. When we 
accomplish this, we will be free and 
clear of all mortgage payments! We also 
have approximately 30 units set up in a 
trust for our two grown children.

What has been your top struggle in 
this business?

At the moment, my biggest struggle is 
the realization that at 81 years of age, I 
will need to relinquish the management 
of the properties to a licensed property 
manager! Otherwise, I have been very 
fortunate to have enjoyed every aspect 
of my real estate investing!

What do you like most about what 
you do?

I like to stay busy all of the time and 
see some improvements every day!

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

Here’s the thing: 99% of other 
investors do not do what we do — and 
that’s buy and hold! We have never 
done any rehabs, tax sales, foreclosures, 
short sales or �ips. We buy houses or 
apartment buildings in good locations, 

do some “cosmetic” work on the inside 
or on the landscaping, and then rent 
them to quali�ed applicants. My advice 
would be to educate yourself on all 
aspects of investing and then choose 
one that �ts your style and pursue it 
relentlessly!

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

I am an active member of DIG 
(Diversi�ed Real Estate Investor Group) 
in suburban Philadelphia. I think it is a 
good idea to meet other investors and 
get information and ideas as to what 
you may be interested in. It is a great 
place to start your real estate investing 
journey.

What is your favorite self-help or 
business book?

I really cannot cite just one book. I 
have a large collection of books and 
magazines on the topic and would 
urge everyone to take advantage of the 
many o�erings that are out there on the 
subject; �nd one that speaks to you.

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

I have no other hobbies — my hobby 
is my work! My main priority is keeping 
my properties in top shape including 
mulching each property in the spring, 
trimming all the landscape three times 
per year, cleaning up the leaves in the 
fall, and every other aspect of property 
maintenance and good landlording!

Does your business have a website or 
social media account?

No, we do not have a website or social 
media account.

John’s garden railway inside an addition to their home

A 5-unit apartment building in historic Ridley Park

A 16-unit complex in suburban Philadelphia

15

Real Estate Journal

Real Estate Journal · Summer 2019

Member Spotlight  - John & Sandi Stou�er  ... continued from Page 14



National REIA
Winter Cruise

Join us on our 23rd Annual  Winter 
Cruise Conference on the ship that  was 
designed to leave the future behind.  The 
ship departs  from Ft.  Lauderdale with 
stops in San Juan,  Tortola (NEW PORT) 
and St.  Maarten.  Over the course of  the 
week,  you’ l l  learn the secrets  of  
successful  real  estate investing and how 
to apply those to your business strategy 
in 2020 and beyond.  

BOOK ONLINE AT 
WWW.NATIONALREIACRUISE.COM

Best New Ship
F e b r u a r y  2 3 r d  -  M a r c h  1 s t ,  2 0 2 0

T a k e  y o u r  r e a l  e s t a t e  b u s i n e s s  t o  t h e Edge

Cabins starting at 

$1475
includes the conference fee, 

government taxes and gratuities.
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By Kent Kinzer

Susan, a high school art teacher in Texas, realized 
a dream and boosted her retirement portfolio 
by switching to a self-directed IRA. �roughout 

her career as a high school art teacher, Susan built a 
retirement portfolio that consisted of savings from her 
TRS retirement fund, her IRA, and inheritance money 
from her parents.  “A�er a divorce in 2010, I became 
solely responsible for making investment decisions and 
wanted to invest wisely, Susan says.  “�e economic 
impact of September 11, 2001 on the stock market sent 
asset values plummeting with some investors losing 
their entire funds.  I wanted to �nd alternatives to the 
stock market.”  

Susan and her children spent the last 10 years 
vacationing at beach front property near Jacksonville, 
Florida. “I fell in love with the area and dreamed of 
someday owning property there,” she says. “However, 
I did not have the cash to personally buy into such an 
expensive market and all my retirement savings were 
invested in traditional assets.”   

Susan placed a small wooden box with sand from 
that memorable beach in her classroom. It had 
miniature beach chairs, a palapa, sandals and other 
small items to remind her of her retirement goal. “I 
shared my dream with my students and they loved 
it. �ey o�en ran their �ngers through the sand and 
rearranged the furniture at the ’beach’.”

Chance Encounter Leads to Realizing a 
Retirement Dream

Susan became aware of the concept of self-directed 
IRAs in the fall of 2015. Susan recalls, “I was on a 
date with a commercial real estate broker and he said, 
‘Why don’t you roll your traditional IRA into a self-
directed IRA? �en you could buy your beach house 
with it.’ I didn’t know anything about this topic and 
began researching it.” 

Susan sought out education and connected with 
other real estate investors.  Equity Trust Company 
was consistently mentioned as a self-directed IRA 
custodian. In 2016, Susan felt the time was right for 
her to act. “I called Equity Trust and immediately felt 
encouraged,” she says. “I found I really could transfer 
my IRA to Equity Trust and use the funds to buy a 
beach rental property. It was a simple process to set up 
a traditional IRA with Equity Trust.”

A�er opening her account Susan contacted a real 
estate agent and investor specializing in beachfront 
properties in that area. Within six months of 
transferring her IRA to Equity Trust, she was able to 
use her IRA to purchase the investment beach house 
rental property for $308,500. She �ew out to sign 
closing paperwork, select a property manager, and set 
up contractors to perform repairs.

�e property needed some general repairs and 
updates. Per IRS guidelines, all asset expenses must 
be paid from her IRA.  “I use Equity Trust’s online 
account management system myEQUITY to manage 
the investment online,” she says. “It’s a quick and 
simple way to pay bills and view the account balance.”  

�e property saw its �rst vacationers in spring of 
2017 and generated approximately $40,000 in yearly 
rental income.  “If the area continues to perform at 
this level,” Susan says, “I project regaining my initial 
investment in within ten years and begin building 
funds for future property investments.” 

As a lifelong educator, Susan decided to share her 
personal journey in building and realizing a dream 
with her students. “My students have told me that my 
story encouraged them to go for the impossible things 
on their list.” 

Susan’s ultimate goal is to grow her retirement 
account to the level where she can live in the same 
beach front community in a personally owned 
home.  (Note: Because Susan’s IRA owns the house, 
Susan and her children are considered disquali�ed 
individuals according to IRS guidelines and Internal 
Revenue Code 4975 and cannot stay in the house or 
perform any of the repair work.)

For now, she says she takes joy in reading the guest 
book from her investment property. She adds, “It 
warms my heart to think that my dream is giving 
families a wonderful place to share time together and 
make memories at the beach.  I could not have done 
this without Equity Trust. �eir assistance has been 
invaluable.” 

Equity Trust Account O�er – Exclusively 
for National REIA Members

Will your investment be the next featured self-
directed investment story? Equity Trust Company, a 
national sponsor for the National Real Estate Investor 
Association (NREIA) is o�ering NREIA members 
and its a�liated chapter members the opportunity to 
experience the concept of self-directed investing with 
a special introductory account o�er. 

NREIA members can open an Equity Trust account 
for the discounted rate of $99 and receive bonuses 
worth $720 or more: 

• National REIA GOLD Level Service (GLS) 
membership (includes priority processing and 
an experienced client service team dedicated to 

GLS members) for one year
• Digital download of #1 ranked book on Amazon 

- Self-Directed IRAs: Building Retirement 
Wealth �rough Alternative Investing

• Two tickets to any Wealth Building Workshop 
Equity Trust hosts at various locations across 
the country

• More wealth-building education
Visit www.trustetc.com/nationalreia or call 844-

732-9404 to learn more. 

About Equity Trust
Equity Trust is a �nancial services company that 

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

�e above case study is for educational purposes 
only. Past performance is not indicative of future 
results. Investing involves risk, including possible loss 
of principal. Information included in the above case 
studies were provided by the investor and included 
with permission. Equity Trust Company does not 
independently verify all information provided by 
third parties.

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 �nancial professional.

Kent Kinzer is the National Business Development Man-
ager at Equity Trust Company.

Income-Generating Vacation Rental Makes 
Memories, Grows Retirement Portfolio

For starters, you should ensure that you create 
segregated, secure processes for any exchange of 
money or transaction. Delegate related tasks among 
several employees; more people handling money 
actually lessens the potential for fraud to take place. 

On top of that, you should perform regular audits 
and analyze your reports every month. �e more 
you do it, the more likely you are to pick up on any 
unusual discrepancies that can point to fraud. 

It might seem di�cult to accomplish all of this, but 
you can implement a so�ware that automates these 
processes for you. So�ware such as QuickBooks 

allows you to receive money online, and it virtually 
posts the transaction to your books. You can view all 
your reports right within QuickBooks as well; one of 
these reports is an audit log, which you can �lter by 
user, date, account, and more. You can even check 
deleted and voided transactions, which comes in 
handy when looking into inconsistencies.

�e idea of somebody committing fraud from 
within your company is frightening, but you have the 
ability to not only catch them in the act but also lower 
your risk in the �rst place. �e most important thing 
to keep in mind is that if you feel like somebody might 

be committing fraud, investigate. Intuition is a tell-
tale sign that something shady might be happening.

Gita Faust is the founder & CEO of HammerZen, which 
helps businesses save time & money by keeping track of 
The Home Depot purchases and e�ciently importing re-
ceipts and statements into QuickBooks.  National REIA 
members receive discounts on QuickBooks services and 
software. Learn more by visiting www.hammerzen.com. 

Don't Let Disaster Strike  ... continued from Page 13
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By Je� ery S. Watson

When it comes to real estate 
investing, there is a lot of 
misinformation out there, 

some of which is being taught by so-
called “gurus” in the real estate industry.  
� is can make things confusing, 
especially for beginning real estate 
investors.  One area of confusion is over 
when to assign a contract to purchase 
real estate and when to double close.

You should know that assignments 
are not my favorite way of concluding 
a real estate transaction.  On 
occasion, however, they are necessary 
components.  I am on the record as 
stating that if you are a wholesaler, and 
your business is mostly all assignments, 
then you are probably operating 
illegally.  In those instances, however, 
where there is a legitimate assignment 
of a contract because you, for whatever 
reason, are not able to perform on the 
contract, or someone wants that house 
a little more than you do, but your pro� t 
is not big enough to justify a double 
closing, go ahead and proceed with an 
assignment.

Double closings can be confusing 
and are o� en misinterpreted.  A 
double closing is when a real estate 
investor purchases a property and then 
quickly resells it.  How quickly?  Well, 
it could be the same day, same week 
or same month.  Whatever the time 
frame, you should have two separate, 
independent, fully-funded, stand-alone 
real estate closings.  When people hear 
me mention those requirements, I get 
many questions.  “What if I did it this 
way, or what if I did it that way?”

� e four large, national title 
insurance underwriters have pretty 
much dictated that the simultaneous, 
dry closings of the past (which some 
“gurus” still include in their pitches 
and presentations) are long gone.  � e 
abuse, fraud and cost have gotten to 
the point that these title insurance 
underwriters have written instructions 
and bulletins to their agents describing 
how various real estate transactions 
must be handled and closed.

When it comes to arranging for a 
successful double closing, it requires 
good, clear communication and 
extremely good documentation and 
follow-up.  � at good communication 
needs to start at the very beginning 
of the � rst deal when you are getting 
the property under contract and are 
working with the title agent and escrow 
o�  cer.  You need to be clear about what 
the transaction looks like, that you will 
be taking title to the property and then 
reselling it within the next 30 days, and 
you need to know what information the 
title company needs.  Once you know 
how the title company is willing to 
proceed, you will know how to move 
forward relative to your funding, when 
and how the closing will take place, 
and when and how you will market the 
property or contract to line up your 
buyer for the second transaction. 

If the situation does warrant an 
assignment rather than a double 
closing, there are some things to keep in 
mind.  First of all, it is imperative that 

your Assignment Agreement be very 
carefully and speci� cally worded so all 
parties to the transaction are aware of 
what is happening and who is stepping 
into whose shoes and completing the 
transaction. 

Is an Assignment Agreement a long, 
complicated document?  No, but it does 
need to be clearly written.  Could it 
simply be handwritten language on the 
existing Purchase and Sale Agreement?  
� eoretically, it could; but remember, 
the title and escrow company or 
closing attorney need a lot of additional 
information now.  � ey need to know 
who the new buyer is, their contact 
information, and how to get in touch 
with them.  � at information isn’t 
usually thought about if you merely 
handwrite an assignment statement 
on an existing Purchase and Sale 
Agreement.

Secondly, I would caution anyone 

who is having a contract assigned 
to them to be very suspicious of an 
individual assigning a contract who 
wants their entire assignment fee up 
front.  I have seen instances in which 
contracts have been assigned, the entire 
assignment fee collected when the 
assignment was executed, and then the 
new buyer realized the original seller 
was not the owner of record, and there 
were substantial � aws in the title to the 
property.

It is also important for you not 
only to be tuned in to what is going 
on in your real estate market, but to 
what is happening in your market 
from a regulatory standpoint.  � ere 
is a growing move underway in 
some regulatory agencies west of the 
Mississippi in which they want the 
seller to acknowledge, in writing, 
that the assignment is occurring and 
consent, in writing, to the assignment 

fee being paid by the buyer/assignee to 
the assignor.  

Whether you are doing a double 
closing or an assignment of the 
contract, it is incumbent upon you, 
the real estate investor, to make sure 
your paperwork and instructions are 
clear, unambiguous and provide all the 
necessary information so the title and 
escrow company or closing attorney 
can proceed to a timely closing. 

Je� ery 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. Je�  has changed the law in 
Ohio four times via litigation.  Read more 
of his viewpoints at WatsonInvested.com.
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A call to large multifamily housing 
units goes nowhere on the advice of 
the management companies’ attorneys. 
You’re lucky to �nd out if the applicant 
lived there and when they moved out. 
You can outsource this function to 
others, but they have similar or less 
success and charge you to perform the 
veri�cation. Now, the once-powerful 
tool of e�ective employment and rental 
veri�cations has been neutralized, 
leaving you guessing about how your 
future tenant is going to take care of 
your place and pay the rent month a�er 
month.  

Hope is not lost … when the rules of 
the game change, we must adapt to �nd 
ways to succeed in the business we love. 
Asking the right questions and properly 
analyzing the responses are still highly 
e�ective tools in identifying the right 
tenant for your property. �e more 
questions someone answers, the easier 
it will be to see if they are stretching the 
truth. Once you have the application, 
spend some time on these items below; 
it will pay big dividends.

Employment Verification:
Require a copy of the applicant’s 

last two paystubs. Faking one paystub 
might be easy, but two might be a little 
more di�cult, as all the numbers must 
match up on the year-to-date totals. 
Check the math. If they claim to have 
worked for their current employer for 
a year but in August their YTD total is 
$1,000, there might be a problem.  

Call the employer, not for an 

employment check, but just to talk 
to the applicant. �is is simple and 
inexpensive way to con�rm they 
currently work there. It’s important to 
look up the phone number online and 
disregard the contact information that 
was provided on the application. You 
never really know whether the number 
they gave belongs to the company or to 
their best friend.

Rental Verification:
Check the local jurisdiction courts for 

eviction records. Past landlords might 
not tell you much, but a public record 
eviction �ling will give you concrete 
evidence on how (or if) they pay their 
rent. Even if the �le is dismissed, their 
pattern of late payments warranted 
�ling the complaint. In my book, that 
is still late rent.

Require a utility bill with their name 
on it, including the address of their 

prior residence. It is way too easy for 
someone who has been evicted to move 
in with family and deceivingly adopt the 
family address as their own, allowing 
them to hide the eviction address. More 
than likely they hesitate to show you a 
utility bill with information on it from 
Mom’s house.

If possible, run an address history 
with your screening provider to uncover 
all the applicant’s prior addresses. You 
can also look on the credit header for 
past addresses.

Ask the applicant about their 
experience with a previous landlord. 
What did they like? What would 
they have liked to be di�erent? Seems 
innocent enough, but if they are willing 
to dump on the last landlord, they will 
eventually dump on you. You have 
to ask yourself: What makes me any 
di�erent?

Having access to every tool we can 

in this industry is paramount to our 
success. Across the nation, legislative 
sessions result in more restrictions 
on our industry and an increase in 
taking away our ability to protect our 
investments. Recently, the government 
has given us the contradictory 
guidelines to treat all applicants the 
same yet perform an individualized 
assessment when considering the 
quali�cations of a tenant. Which is it?  

We do our best, we follow the rules 
the best we can, and in the end … 
we win! Even in this ever-changing 
landscape, being a property owner is 
the best game in town. Times have and 
will continue to change, but with an 
educated, hands-on approach, we can 
�nd that right tenant the �rst time. 
Tenants and landlords want the same 
thing: To sleep well at night, whether 
we are in separate beds or not.

David Pickron has been a licensed private 
investigator for over 20 years, special-
izing in tenant screening for real estate 
investment owners and property man-
agement companies. His company, Rent 
Perfect, an Investigative Screening Com-
pany, helps clients onboard tenants from 
the initial background check to leasing 
and payment collection.

Members of National REIA can take ad-
vantage of special pricing from RentPer-
fect — the solution for rental property 
owners and managers for screening & 
managing tenants. Learn more by vis-
iting www.rentperfect.com or calling 
1-877-922-2547.

Employment and Rental Veri�cation  ... continued from Page 1
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Choosing the Right Real Estate 
Exit Strategy

By �an Merrill

The truly ambitious, particularly in the �eld 
of residential redevelopment, recognize the 
importance of an e�cient business model. 

Establishing a proven system, a plan if you will, has 
the potential to propel any business to the forefront 
of its respective industry. Accordingly, both monetary 
gains and personal development may exponentially 
increase in the presence of a well-devised strategy. �e 
importance of a real estate exit strategy is, therefore, 
never to be underestimated.

�ose who take the time to familiarize themselves 
with the intricacies of each procedure may be 
rewarded accordingly. Conversely, those who neglect 
to acknowledge the bene�ts of an appropriate real 
estate exit strategy may be voided of the opportunity 
to achieve relevance in their industry. In the words of 
Alan Lakein, “Failing to plan is planning to fail.”

Ultimately, it is up to the individual investor 
to determine their success, relative to their peers. 
However, implementing one of a number of well-
devised real estate exit strategies  will surely give 
anyone a signi�cant advantage over their competitors.

What Is A Business Exit Strategy?
A business exit strategy is an entrepreneur’s plan 

to either sell or transfer ownership in a company. In 
essence, an exit strategy is exactly what it sounds like: 
a way out. Business owners can use it to either make 
a pro�t or to limit losses when necessary. Business 
owners typically think through potential exit 
strategies before ever going into business. �e reason 
for this is because not only do exit plans provide a way 
out of the company, they also serve to guide business 
decisions along the way.

�ere is not one right answer when it comes to 
planning a business exit strategy. Some business 
owners will opt to sell shares to an existing partner, 
while others may hope to simply close the business at 
a certain point in time. An optimal exit will depend 
on the size of the company, the owners’ timeline and 
�nancial goals, and more. Su�ce to say: choosing 
the right business exit strategy takes careful thought. 
However, when planned correctly it can serve as an 
end goal and motivator for business owners.

What Is A Real Estate Exit Strategy?
Real estate exit strategies are plans in which the 

investor intends to remove himself or herself from a 
real estate deal. �e decision to implement a sound exit 
strategy is crucial to success, as the correct approach 
will ensure maximized pro�ts and minimal risks.

All too o�en, investors fail to realize the importance 
of educating themselves on proper real estate exit 
strategies. As a result, we have taken the time to 
provide like-minded individuals with a guide to 
several exit strategies. Our goal in creating this system 
is to equip you  with the information needed to make 
well-in- formed decisions when choosing the right 
exit  strategies for your deals.

Why Is Having an Exit Strategy Important?
An exit strategy is important because it not only 

guides an investor’s decisions throughout a given 
deal, but also dictates how they will maximize the 
pro�tability. While speed of implementation is of the 
utmost importance when attempting to facilitate a 
transaction, do not attempt to initiate a deal without 
evaluating potential exit strategies. As an investor, 
it is critical to evaluate each scenario with the end 
in mind. �at is, have a speci�c plan for each house 
before you purchase it. Investors should have a clear 
understanding of how they intend to pro�t from every 
real estate investment before they even meet with a 
prospective seller.

Familiarizing yourself with each individual real 
estate exit strategy can save your business thousands 
of dollars, if not millions over an entire career. It is 
never wise to consciously enter into negotiations with 
a seller without knowing how you will be exiting from 

the deal. Not only will blind ambition increase risks, 
but it will eviscerate any potential chance to negotiate 
from a position of power. Essentially, neglecting to 
consider an exit strategy reduces potential pro�ts 
while simultaneously increasing risks.

How to Choose the Right Exit Strategy
�e decision regarding which real estate investing 

strategies to use is not as rudimentary as it may appear. 
�ere are several key factors to take into consideration 
when planning an exit strategy. Ultimately, the 
potential pro�tability of each deal is correlated to 
the respective strategy that is chosen. Understanding 
each plan will help every investor maximize returns 
on their investment.

Unfortunately, there is no golden rule that 
di�erentiates between each strategy for particular 
scenarios. �erefore, knowing which real estate 
exit strategy to use is dependent on the investor’s 
familiarity with the following factors:

• Short and long-term goals
• Experience level
• Time to close
• Purchase price
• Terms
• Property value
• Condition of the property
• Market conditions
• Supply and demand
• Financing options
• Potential pro�tability
• Location of the property
Understanding each of these individual factors will 

essentially determine which of the real estate exit 
strategies an investor should pursue.

Top Real Estate Strategies
1. Wholesaling
2. Flipping
3. Buy And Hold Real Estate
4. Seller Financing
5. Lease Options
6. Prehabbing
7. Bank Owned Homes
8. Traditional
Real estate exit strategies are directly correlated 

to the individual acting on them. Investors are 
expected to delineate between each option based 
on their desired outcome. �e exit strategy they 
choose depends on the amount of cash they want to 
invest in the project and their level of experience. It 
is important to note that there is no right or wrong 
strategy. However, knowing all of the di�erent ways to 
exit from a deal can increase pro�tability, as you will 
know how to navigate even the most marginal of deals. 
�e following is a comprehensive list of real estate exit 
strategies you need to consider in the future:

Wholesaling
Simply put, a wholesale deal will witness the investor 

act as the middleman between a seller and an end 
buyer. Essentially, the investor will �nd and quickly 
sell a property for a respectable pro�t margin. �ere 
are two methods in which an investor can wholesale: 
�ey can either sell or “assign” their purchase contract 
to an end buyer, or they actually close on the property 
and immediately resell the property to another 
investor in the form of a “double close.” Wholesalers 
typically do not invest personal capital to facilitate 
deals, and will charge a wholesaling fee. �ese factors 
make wholesaling an attractive way to get started in 
real estate investing.

Flipping
Rehabbing, also commonly called house 

�ipping, allows for the largest of pro�t margins, as it 
allows an investor to sell the  target property at full 
market value. A rehab involves purchasing a house, 
renovating it and selling it for more than the original 

investment costs (purchase price and repair costs). 
�e formula for a successful �ip deal includes �nding 
a property at under market value in a market where 
demand is strong, putting together a reliable team of 
contractors, sticking to the rehab budget and timeline, 
and then �nally, selling the property quickly to the 
highest o�er possible. However, because there are 
various factors that can go awry, �ipping does have 
some associated risk to consider. To learn how the 
pros do it, consult our rehabbing checklist for more 
information.

Buy and Hold Real Estate
Buy and hold real estate is a similar concept to 

that of rehabbing. However, instead of selling the 
renovated property, an investor chooses to rent it out 
to receive monthly cash �ow. �is option is di�erent 
from simply purchasing a property at market value 
and turning it into a rental property, because of the 
rehabbing that is added as an extra step. Purchasing a 
property at a great price, and then boosting its quality 
and appearance with some repairs and renovation 
will not only improve the property value (and thus 
the return on your investment), it will allow you to 
increase the rental rates. �is is a popular real estate 
exit strategy for those looking to build up equity in an 
asset. However, make sure that you are ready to take 
on the responsibilities of property management.

Seller Financing
As its name suggests, the seller �nancing strategy 

involves a creative technique that permits the owner 
to sell the property to a buyer. Essentially, the owner 
�nances the deal and acts as a bank. However, monthly 
payments are awarded to the owner. �e seller 
maintains the mortgage loan to cover the sales price. 
�is type of arrangement provides more �exibility for 
both the buyer and the seller, as opposed to �nancing 
through a lender. If you are purchasing property, 
seller �nancing can allow you to buy more properties, 
does not a�ect your credit report, and provides a 
swi�er closing process. In addition, you may be able 
to negotiate putting little to nothing down for a down 
payment. As the seller, allowing buyers to �nance the 
purchase through you helps your listings stand out in 
the market.  Seller �nancing can also create a source 
of monthly income – perhaps at a great interest rate – 
and spread out tax requirements as well.

Lease Options
A lease option, otherwise known as rent-to-own, 

allows the owner to rent the property to a tenant, 
but with the option to purchase it at a later date. 
Typically, the owner and tenant will agree upon a 
rental period, a�er which the tenant will have the 
option of purchasing the property from the owner. 
Once the rental period ends, and the tenant decides 
to move forward with the purchase, their monthly 
payments will then be made towards the purchase of 
the property. �ese payments will not be dissimilar 
to making mortgage payments, but are made to the 
owner instead of a lender.

Prehabbing
Prehabbing is a hybrid combination of both 

rehabbing and wholesaling. During a prehab, minimal 
work is done to bring the property up to selling 
quality, making a great option for investors who are 
interested in doing a little bit of “DIY,” without the 
full commitment required in a �x-and-�ip property. 
Examples of ways to prehab include giving a home a 
new paint job on the interior and exterior, updating 
the landscaping, and perhaps replacing the carpet. 
Prehabs need not be excessively expensive or di�cult, 
and  are usually limited to activities that can be 
executed without the help of a professional. However, 
the amount of time, energy and money invested in a 
prehab is completely up to the investor.  �ey are o�en 
sold to rehabbers who will continue to �x it up.

Continued on Page 21
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Bank Owned Homes
A bank owned home, or real estate owned (REO), is 

a property that is being sold by a lending institution, 
such as a bank. When a property has been foreclosed 
upon, the � nancing entity will seize it back into their 
possession and will sell it under market value to a new 
buyer. Because it is expensive for banks to hold and 
maintain these properties, it is in their best interest 
to sell them as soon as possible. In order to do so, 
they will typically remove any outstanding liens and 
debts from the property. Bank owned homes are sold 
through real estate auctions, or are otherwise sold 
through the lender’s special REO listing website. 
Learning how to navigate the real estate auction 
process, while not your standard exit strategy, can 
result in some great deals.

Traditional
A traditional exit strategy simply refers to 

purchasing a property, and then working with a real 
estate agent to sell it for a higher price. Investors 
relying on this strategy will typically � nance the 
property themselves or work with a mortgage lender. 
A traditional exit strategy is attractive because of its 
simplicity; however, investors who don’t buy in the 
right market could be faced with high holding costs 
and small pro� t margins. � e pro� tability of a buy and 
sell deal with depend entirely on the purchase price of 
the home; without a full rehab, investors will only be 
able to resell the property for so much. � erefore, in 
order to successfully pull o�  a traditional exit strategy, 
investors need to ensure they secure the best possible 
purchase price. Investors interested in buying and 

selling should do their research on motivated sellers, 
high performing markets, and negotiation techniques.

Real Estate Exit Strategy Mistakes to Avoid
While real estate investing is a sound opportunity 

to make signi� cant amounts of money and achieve 
the lifestyle you desire, there are risks that every 
investor must take into consideration. Speci� cally, 
certain factors may impede or even ruin a projected 
real estate exit strategy. According to Ryan Moeller, 
with Real Return | Real Estate, the following factors 
may ruin any potential real estate exit strategies:

• Tenant issues resulting in lost rent
• A distinct lack of demand, failed escrow, or the 

backing out of a lender may prevent a property 
from being � ipped

• Unexpected maintenance costs can cancel out 
pro� ts

• Poor property management can diminish value 
and hurt potential cash � ow

Depreciation
Understanding the factors that may prevent most 

real estate exit strategies from working is critical to 
any investor. However, savvy investors counteract 
potential obstacles with multiple strategies. A backup 
plan is critical, as things can change at a moment’s 
notice. Having multiple real estate exit strategies will 
proceed to lower impending risks and allow investors 
to achieve the maximum return on their investment.

Due to their lack of experience, investors relatively 
new to the industry should stick to projects that 
incorporate exit strategies they are familiar with. New 

investors should always start with projects that require 
minimal work. As they gain more experience, they 
can begin to take on increasingly larger projects that 
require more complex, and perhaps more pro� table, 
exit strategies.

But until then, it’s always good to know that you can 
always jump up to the more advanced strategies, when 
you have a little experience under you belt. Approach 
it this way, and you’ll be putting yourself in the most 
advantageous position possible.

Summary
� e right real estate exit strategy should guide you 

through all steps of a real estate deal, from start to 
� nish. An exit strategy will determine which types of 
properties you work with, how to market them, and 
the potential pro� ts of a deal. Take time to research 
the above options to identify the right choice for you 
(and your market). As you gain experience, you will 
learn how to use each strategy to your advantage 
and ultimately � nd the right ones for your business. 
Remember, by taking the time to think through your 
exit strategy you can help minimize overall risk, and 
maximize your pro� ts.

Than Merrill is Founder and CEO of FortuneBuilders, 
Inc. He has bought and sold hundreds of properties na-
tionwide during his investing career and founded For-
tuneBuilders with the simple idea of sharing his knowl-
edge 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 in-
vesting to coaching, education and systems. Learn more 
at www.fortunebuilders.com.

Choosing the Right Real Estate Exit Strategy  ... continued from Page 20
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By Hank Rossi

Dear Landlord Hank:
Should tenants tell you when they go 

on vacation?  Do you require it? Do you 
worry about your rentals being vacant 
for a couple of weeks?

— Landlord Will

Dear Landlord Will,
I let my tenants know when they 

move into a property, that they are 
responsible for the unit as if it were they 
own personal home. And, they have to 
be smart about living in the property.

�ey have been shown where the 
main water cut o� is to the property. If 
they are going to be away for any length 
of time, they have been instructed to 
turn this o�.

If you live in a cold climate and it’s 
winter, hopefully you would have 
instructed them on avoiding freezing 
water pipes.

I let my tenants know that the air 
conditioner must be on in the summer 
time whether they are in residence or 
not, to avoid mold/mildew growth. 
�at is in the lease too.

Also, make sure your home owners 
insurance is up to date and fully covers 
your property.

I also strongly suggest tenants get 
“renter insurance” and it is strongly 
suggested in my lease, too.

I don’t ask tenants to tell me they are 
going on vacation and I don’t worry 
about it. I’ve never had a problem 
related to this situation.

If you feel uneasy about your current 
tenants, talk to them and tell they 
you’d like to know if they are leaving 
for vacation so you can keep an eye on 
“their place” to make sure all is well in 
their absence.

@ @ @ @ @

Dear Landlord Hank:
With the current water restriction 

in Los Angeles how do I motivate my 
tenants to conserve water when I’m 
paying the bill?”

—  Lynn

Dear Landlady Lynn,
You can’t use economics to have 

tenants conserve since your wallet will 
be the one su�ering from high water 
usage.

I’m assuming you have one water 

meter that handles every unit at your 
property?

What I’ve done at my properties 
where I have only one water meter for 
many units is to determine the highest 
bill, divide by the number of units and 
all NEW tenants are now going to be 
paying for the water.

You can’t change your current rental 
agreement but you could talk to tenants 
and make sure they are aware of the 
water crisis, also make sure you have no 
leaks anywhere.

You could also install conserving 
shower heads and toilets.

Make sure all new tenants, per your 
lease, know they are paying for water 
based upon consumption if you think 
the rate is likely to increase.

@ @ @ @ @

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.

�ere are only so many hours in each 
day. Additional sta�ng 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:
Do you provide all the appliances in 

all your properties? 
We stopped putting in refrigerators 

several years back a�er a couple of 

bad experiences. But recently we had 
a prospective tenant say he expected 
a refrigerator and implied we had to 
provide one by law.

— Darlene

Dear Landlady Darlene,
In my personal properties, I provide 

refrigerators, stove, dishwashers, and 
microwaves, over the stove, when 
possible.

I have had many go bad over the 
years, and repair costs are usually high.

Sometimes it’s better to replace the 
appliance rather than repair it.

I almost always buy used appliances 
from Craigslist and I don’t use stainless 
steel in my personal properties.

Most of the time, if any appliance 
needs repair, it is not due to neglect or 
tenant misuse.

�is goes back to in-depth rental 
screening, checking credit and rental 
history, etc.

�e custom here is to rent properties 
with appliances and if I were to require 
tenants to supply their own appliances, 
I’d have to reduce the rent to attract 
someone willing to do that or wait a 
long time for the right person.

I’d rather pay more for appliances 
and have a good tenant paying rent as 
soon as possible.

@ @ @ @ @

Dear Landlord Hank,
How do you know for sure when 

the roof on your rental really needs 
to be replaced vs. just repaired? Our 
maintenance funds are tight. �e leak 
does not seem to be that big, but roofers 
keep estimating and recommending 
high ticket roof replacement upwards 
of $10,000.

— Sam

Dear Landlord Sam:
Roof replacements are a huge 

expense.
Do you know when the roof was 

replaced last? Are there multiple layers 
of shingles?

�e very common three-tab asphalt 
shingles last about 20 years.

Look in the attic �rst
�e �rst place I would look is in your 

attic for signs of light coming through 
the roof or staining on the wood from 
water intrusion.

�en go outside and look at the roof 
itself.

Are the shingles in good condition or 
are they “cupping” or turning up at the 
edges?

Have the shingles lost their coating in 
areas?

Are they cracked and missing pieces?
How about the surface of the roof 

itself-do you see any dips in the roof?
Nails popping up, things growing out 

of or on your roof?
If you walk on the roof (be very 

careful), does the roof feel solid or weak 
and give when you put weight on it?

When the roof is really shot the 
shingles get to be like paper and if you 
replace one area a leak could start at the 
edge of the replacement or nearby just 
from someone walking on it.

If the roo�ng companies are reliable 
and they all say it’s time for replacement, 
it probably is.

Sometimes when you insist and start 
repairing a roof that is worn out, you 
spend a lot of money doing repairs that 
won’t keep the rain out. And, you waste 
money.

If your roof is less than 15 years 
old it may be able to be repaired but 
sometimes circumstances, like poor 
ventilation, can shorten roof life.

About Landlord Hank: “I started in real 
estate as a child watching my father take 
care of our family rentals- maintenance, 
tenant relations, etc. in small town Ohio.  
As I grew, I was occasionally Dad’s assis-
tant. In the mid-90s I decided to get into 
the rental business on my own, as a side-
line. In 2001, I retired from my profession 
and only managed 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 es-
tate portfolio in Florida and Atlanta." Visit 
Hank’s website:  https://rentsrq.com.

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 Rent Resources by 
ARPOLA (the American Rental Property Owners & Landlord Association).  You can submit a question to 

Landlord Hank through forms on both sites.
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