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DISCLAIMER
 For Education and Information Purposes Only

 Please note that the information and materials provided in Center for REALTOR® Financial 
Wellness webinars and seminars are not intended or provided to be used as a substitute for the 
advice of your tax, investment, legal and/or financial advisors or to be the basis of specific financial 
planning activities.  The opinions and views expressed or shared in this presentation represent only 
those of the developers, speakers, presenters or instructors and have not been endorsed or 
approved by the National Association of REALTORS®.  While substantial care is taken to try to 
provide accurate and current data and information, the National Association of REALTORS® does 
not warrant the accuracy, completeness or timeliness of any data and information provided in the 
webinars and seminars.  Further, any principles and conclusions presented are subject to court 
decisions and to local, state and federal laws and regulations and any revisions of such laws and 
regulations.  If you seek or need tax, investment, legal or financial advice, you must obtain such 
advice and services from the appropriate professionals.  

 Any links to third-party websites, tools, materials or resources are provided as a convenience and 
for your information.  Any products, services or opinions of third-party entities or associated 
individuals are neither endorsed nor have they been vetted by the National Association of 
REALTORS®, and their inclusion in the webinar or seminar and any related materials do not 
constitute a recommendation by the National Association of REALTORS® and should not be 
inferred as suggesting a preference over other products, services or information available in the 
market.  The National Association of REALTORS® bears no responsibility for the accuracy, 
completeness, legality or the content provided in the webinar or seminar and any related materials.



Michael Simpson

• National Speaker with 30+ years consulting, 

training & coaching

• Licensed Broker (State of California)

• Top 1% of all U.S. Agents

• Top 3 Commercial Broker California/Hawaii

• Past Director & Arbitrator for C.A.R.

• Past Director & Arbitrator for PWR (5th largest 

board in the nation)

• Commercial Investment Consultant (C.I.C)

• Commercial REO & Short Sale Specialist

The NCREA Founder | Senior Instructor 

Meet Your Instructor:
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ULTIMATE GUIDE
THE

To Real Estate Investing
PART II



45 min.
Presentation

D e s i g n e d  s p e c i f i c a l l y  fo r
Re s i d e nt i a l ,  C o m m e rc i a l  &
I nv e s t m e nt  A g e nt s





THE STARS HAVE ALIGNED!

•Great time to get into or add Commercial Investment Real Estate to 
Your Portfolio of Services.

•Resimercial® Firms Launching Commercial Divisions

•Used to be Resimercial® Not Accepted
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GREAT TIME FOR 
INVESTORS!

ARE YOU READY TO BUY? 



The future is here, 
But… 

its 

unevenly 
distributed



WE ARE ALL IN THIS TOGETHER

NOT! 



HUGE 

TRANSFER

OF

WEALTH!



Glossary of Terms
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Terminology 101

Common Area Maintenance
C.A.M. Charges

02

01

Rate of Return on sales price: 

N.O.I. divided by sales price

Cap Rate N.N.N. (Triple Net)
Tenant pays taxes, insurance, maintenance 

& utilities for operating a property

Mortgage Payments

Debt Service

N.O.I. divided by debt service

Tenant signs statement stating that no verbal agreements exist 

between tenant and landlord applying to lease agreement. 

Estoppel Agreement

Gross Rent Multiplier
G.R.M.

Net Operating Income: S.G.I. less 

vacancy and expenses

N.O.I.

Debt Coverage Ratio

Tenant pays agreed-to-percent of gross sales 

volume over agreed—to base sales volume

Overage

Return on Equity:  Return on 

value of property less balances.

R.O.E.



Terminology 101 Continued

Return on Investment: Rate of return on down 

payment. Cash flow divided by down payment

R.O.I. 
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Scheduled Gross Income; Income 

before vacancy & expenses

SGI Cash Flow

N.O.I. subtract debt service

5% of S.G.I.

Vacancy

Gross Operating Income: S.G.I. 

less vacancy

G.O.I.

35% of G.O.I. 

Expenses

Tenant pays increase on real 

property taxes

Tax Stop

N.O.I. divided by Cap Rate

Value

S.G.I. x  G.R.M.
Value



3 Different Types of Investors

Appreciation 
Investor

Middle of 
the Road

Cash Flow 
Investor



INVESTOR’S PRIMARY 
OBJECTIVE

•Most investors never set 
specific objectives or 
goals. 

•They tend to invest with 
the expectation that the 
property they purchase 
will go up in value. 

•This is usually true, 
especially in certain 
markets. 



Questions that 
each investor 
should ask 
themselves 

• Is it my objective to maximize my 
return?  

• Is it my objective to live on the    
cash flow  from the party?  

• Is it my objective to use some of 
the cash  flow for other purposes 
while at the same time maximizing 
my return?      



4 ways to Determine Value

• Comparable Approach – Residential Real Estate

• Capital Asset Approach – Risk of Loss

• Cost Approach – Vacant Land

• Income Approach – Commercial Real Estate



Assumptions Current Rents Market Rents Seller Carry

GRM 8.44 7.42 8.01

CAP Rate 7.31% 8.32% 7.71%

Price $750,000 $750,000 $810,000 

Down Payment $187,500 (25%) $187,500 (25%) $162,000 (20%)

First T.D. $562,500 $562,500 $438,000 (54%)

Int. % / # Years 9% / 30 yrs 9% / 30 yrs 9% / 30 yrs

Second T.D. --- --- $210,000 (26%)

Int. % / # Years --- --- 11% / 3 yrs

(% only deferred)

S.G.I. $88,830 $101,100 $101,100 

Vacancy (5%) ($4,442) ($5,055) ($5,055)

G.0.I. $84,388 $96,045 $96,045 

Expenses (35%) (29,535) ($33,615) ($33,615)

N.0.I.                        
$54,852 $62,429 $62,429 

Less: Debt Service                          Pmt on First
($54,312) ($54,312) ($42,290)

Pmt on Second --- --- ---

Total Debt Pmts ($54,312) ($54,312) ($42,290)

Debt Cov. Ratio 1.0 1.14 1.47

Cash Flow (pre- tax) $540 $8,117 $20,139 

% Return (C/C ROI) 0.29% 4.33% 12.43%

R.O.I. 
ANALYSIS



R.O.I. 
ANALYSIS





1.    Raise Rents

2.    Increase Occupancy

3.    Decrease Expenses 

4.    Find Other Income 

4 WAYS TO INCREASE NOI

FORCED APPRECIATION



NOI Divided by Cap

$100,000/.10  =  $1,000,000

$200,000/.10  =  $2,000,000



R.O.I. 
ANALYSIS



R.O.I. 
ANALYSIS

Buyer R.O.I. Comparison:
323 Anywhere St.
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Current Rents 25% downAssumptions

GRM

CAP Rate

Price $1,000,000

Down Payment $250,000

First T.D. $750,000

Int. % / # Years 7% / 30 yrs

Second T.D. ---

Int. % / # Years ---

S.G.I. $111,300

Vacancy (5%)

G.O.I.

Expenses (35%)

N.O.I.

Less: Debt Service 

Pmt on First ($59,877)

Pmt on Second ---

Total Debt Pmts ($59,877)

Debt Cov. Ratio

Cash Flow (pre-tax)

% Return (C/C ROI)

BUYER R.O.I. ANALYSIS
323 BIG Commission Ave. 

R.O.I. 
ANALYSIS

ANSWER 
SHEET 
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Current Rents 25% downAssumptions

GRM 8.98

CAP Rate 6.87%

Price $1,000,000

Down Payment $250,000

First T.D. $750,000

Int. % / # Years 7% / 30 yrs

Second T.D. ---

Int. % / # Years ---

S.G.I. $111,300

Vacancy (5%) ($5,565)

G.O.I. $105,735

Expenses (35%) ($37,008)

N.O.I. $68,727

Less: Debt Service 

Pmt on First ($59,877)

Pmt on Second ---

Total Debt Pmts ($59,877)

Debt Cov. Ratio 1.14

Cash Flow (pre-tax) $8,850

% Return (C/C ROI) 3.54%

BUYER R.O.I. ANALYSIS
323 BIG Commission Ave. 

R.O.I. 
ANALYSIS

ANSWER 
SHEET 



R.O.I. 
ANALYSIS



R.O.I. 
ANALYSIS

Buyer R.O.I. Comparison:
323 Anywhere St.



R.O.I. 
ANALYSIS

ANSWER 
SHEET 

ANSWER
SHEET



R.O.I. 
ANALYSIS

ANSWER 
SHEET



R.O.I. 
ANALYSIS

ANSWER SHEET 



R.O.I. 
ANALYSIS





THANK YOU
Let ’s  Keep in Touch!

TheNCREA.com /TheNationalCommercial
RealEstateAssociation

/michaelsimpson
TheNCREA

Info@TheNCREA.com877.877.1543/TheNCREA
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Thank You For Your Time
Webinar Recording Available:

Friday, October 2

Visit – nar.realtor/cffw/webinars

FOR MORE INFORMATION or 
QUESTIONS EMAIL: 

education@thencrea.com


