GLOSSARY

Annualized ROI: A property’s ROI divided by the number of
years you expect to hold the property.

Assumable mortgage: A type of financing in which a buyer takes
over a seller’s existing mortgage.

Average annual return: The sum of the expected ROI for every
year you plan to hold the property divided by the number of years
you expect to hold the property.

Buy box: A list of criteria for the property you plan to purchase.

Buy, rehab, rent, refinance, repeat (BRRR): A real estate strategy
that involves purchasing a property, renovating it, leasing it, refi-
nancing it, and snowballing the cash into another property
purchase.

C-corporation (C-corp): An entity in which the business owners
are taxed personally rather than as a business.

Capital expenses: The amount of potential expenditures, like
home improvements or maintenance.

Capitalization rate: The net operating income divided by the
purchase price of the property.

Cash-on-cash return: The property’s annual cash flow divided by
the amount of money invested in the property.

Cash flow: The amount of money entering and leaving the
business.

Cash flow after taxes: The amount of money left after subtracting
taxes from gross revenue.



Cash flow before taxes: Your net operating income minus debt
service and capital expenses, plus loan additions.

Cash for keys: An exchange in which a landlord pays a tenant an
agreed-upon fee to exit the property.

Conventional loan: A mortgage, typically with 15-year to 30-year
payment terms.

Cure or quit notice: A notice used during the eviction process if a
tenant is in violation of the lease.

Debt service: The amount you will pay on your mortgage
annually.

Due diligence: The process in which a buyer researches a prop-
erty, including a title inspection, document inspection, and phys-
ical inspection.

Earnest money deposit: A sum of money, typically 1%-3% of the
price of the home, provided in good faith to show the seller a
buyer is serious about their offer.

Eviction: The process of removing a tenant from a property due
to a violation.

Forced appreciation: An increase in a property’s value due to the
investor’s decisions, like renovations or other property
improvements.

Gross operating income: All the income you expect your prop-
erty to generate annually.

Holding mortgage: An agreement in which the seller provides a
loan and keeps the property title until the buyer pays for the prop-
erty in full.

Home equity line of credit (HELOC): A line of credit that allows
someone to borrow against the equity in their home.

House hacking: Renting out part of your home to other tenants
and using the income to cover your mortgage or additional
expenses.



Internal rate of return: An estimate of how much the property
will earn while you own it.

Limited liability company (LLC): A type of business entity that
separates the business from the business owner to protect the
owner’s assets.

Loan additions: The amount of money paid annually for a non-
mortgage loan.

Long-term rentals: Rentals with lease terms of 12 months or
more.

Mid-term rentals: Rentals with lease terms of several months.

Multifamily property: A property that can house multiple fami-
lies at once, like an apartment building or condominium complex.

Natural appreciation: An increase in a property’s value due to
market forces outside the investor’s control, like the economy.

Negative cash flow: The state of cash flow when expenses exceed
income.

Net operating income: Gross operating income minus operating
expenses.

Operating expenses: The amount of money needed to maintain
the property, pay taxes, and advertise vacancies.

Pay or quit notice: A notice used during the eviction process if a
tenant owes unpaid rent.

Portfolio loan: A loan in which the lender finances, keeps, and
services the loan in their own portfolio.

Positive cash flow: The state of cash flow when income exceeds
expenses.

Rent-to-own agreement: A type of seller financing in which a
renter pays the seller an option fee that enables them to purchase
the property later.

Residential property: A home inhabited by the owner or tenants.



Return on investment (ROI): A percentage that helps determine
how much profit your investment will generate.

S-corporation (S-corp): A pass-through entity that shifts income
and liabilities to shareholders.

Seller financing: A type of financing in which a seller pays the
property owner for the property instead of the bank.

Short-term rentals: These rentals are typically vacation
properties.
Single-family residential: A property occupied by one family.

Unconditional quit notice: A notice used during the eviction
process if a tenant needs to vacate immediately due to illegal
activity or gross negligence.
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