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Our next meeting is scheduled for Tuesday, April 16
DoubleTree Hotel in Greentree

Agenda:
6:30 - 7:00 Early Bird Class on Lease Option vs Owner Financing with Brian Snyder.
7:00 - 8:00 Legal Minutes with attorneys Arthur Smith and Rob Xides
Accounting Minute with Marty Schwartz
Properties For Sale – Members can present 1 property for sale to the group
Vendor Parade – get to see and meet all of the people who help us make
money as they introduce themselves before the break
8:00 - 9:00 Home Depot Presentation
Information on Internet Marketing, if time permits

Special Opportunities for WPREIA Members
If you don’t already know, I have crafted FOUR different ways for you to make money and all
are real estate related. My goal this year is to help, guide, or drag you kicking and screaming
towards making money. Some of you are putting up a pretty good fight, but I am too stubborn
to lose this one. Each opportunity is a bit different.
The easiest way and it requires the least effort on your part is to be a private lender for other
investors. You will get a great rate of return, and likely a better rate than many of you can get
for yourselves. If you are interested in this method, I can only handle 10 at a time. Let me
know and I will schedule a webinar to give you the details. Email me at pittsburghreia@aol.com
The second easiest way is through Strongbrook, where basically they buy a property, put a
tenant in it, and you get paid. This requires not a lot of thinking or effort on your part, but you
need to be able to finance the transaction. Generally this requires about 20% down. Cut and
paste this link if you are interested in making money with Strongbrook,
http://retirementinvestor.strongbrook.com/freedom/index.html
Option 3 is to partner with me on ACTS deals. I will teach you how to do them. You will work
hard and need to learn a lot, but there is a lot of money to be made here. No credit and no
cash required. Sadly, I already have as many students as I can handle, so if you aren’t already in
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this program, you will have to get on a waiting list for some future time. To be added to the
waiting list, email me at pittsburghreia@aol.com
Option 4 is not exactly complete at the moment, but I want to make people aware of it. I have
a fund from California that is willing to pay us to find property in Pittsburgh for them to buy.
It’s not a hard deal; the property has to make a 10% return on their investment or better. More
info on this opportunity will be coming out shortly. In a nut shell, you will get paid on
properties that they buy, at least $250 as high as $2500. The math has to work, so properties
must be in working class or better neighborhoods, no war zones. You will have to fill out a
property info sheet along with pictures and be ready to carry the deal to closing. They supply
the funds and you get paid. Keep an eye out for this opportunity. It will come to you as an
email.

Josh’s Landlord Tip – Never Make Some Other Idiot’s Problem Your Problem
I have had this conversation many times, over the years. I get a call from a landlord/investor
who made the mistake of renting to someone who had a crappy credit score. They had such a
sad story to explain away their non-payment history. They just need a chance to get back on
their feet. Screw that.
If you do like I did in the past, and give a stranger with a bad payment history a chance to screw
up your life, they will most likely make you pay for your optimism.
My “learning experience” was a very nice woman with a great story. She had just recently been
divorced from a terrible man, and she was starting over with her kids and a new job. She knew
her credit was terrible, but it wasn’t her fault, it was her evil ex-husband’s.
It is really easy to get sucked into this sort of landlord mistake. Regardless of public perception,
we as landlords like to help people. It’s part of our nature. We like to believe that people are
good, honest, and hard working. Until, we actually take a chance on the wrong renter.
The wrong renter can cost you a lot more than just lost rent. Sure the lost rent hurts, but so do
the legal bills, the damage to your property, and worst of all, the aggravation of having to chase
down your rent every month and battle through the sometimes very convincing sob stories
about why the rent is not coming.
Let me be clear, it is in your best interests to set up a few strict criteria for your renters. They
need to have a credit score that you can live with is a good start. I don’t care why their credit is
horrible, and I don’t care why it isn’t their fault. They have a problem and it sure as Hell does
not need to become my problem. That is exactly what you are inviting into your world if you
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rent to someone who doesn’t fit your renter criteria. This may come as a surprise, but some
renters lie, and some of them are very good at it. Apparently a life time of not telling the truth
will get you this skill. If you stick to your criteria, they can fib all they want and you will not
have to suffer because of it.

Good Night Sleep Tight
Message from Jennifer Prentiss
Thank you so much for allowing me to speak to your group a few months ago about bed bugs
and how they affect the real estate investor. I hope the attendees received some valuable
information.
I have been busy the last few months speaking to home inspector associations regarding bed
bugs. It has come to my attention that there is a big hole in the property inspection process
regarding bed bugs. Property owners are not required to disclose a bed bug problem, even if
they know they have one. In speaking with home inspectors I found that they do not know
what bed bugs look like, what their habits are and where they should begin to look. This is also
true of those home inspectors that are certified to conduct pre-purchase pest inspections. I
showed them photos of extreme bed bug infestations in the home and they could not recognize
them.
Every home inspector I spoke to believes that bed bugs live in furniture, and that they are not
required to inspect the furnishings of a house. The truth is, bed bugs will live in any small nooks
available in the house near a food source, such as hardwood flooring, baseboards, behind wall
paper and in wall sockets and switch plates. They travel from room to room and apartment to
apartment either on tenants belongings or by crawling along wiring or ductwork. Our dogs
have found bed bug infestations in completely empty apartments, some that have been empty
for months. (Remember that bed bugs can live up to a year without feeding.)
We are currently lobbying to adjust the disclosure forms for selling a property. But remember
that around 60% of people are not allergic to bed bugs, so most people who have a bed bug
infestation are not aware of it.
Due to the expense and time delay of treating for bed bugs it is highly recommended that all
properties have a specific bed bug inspection before changing hands. In this way any bed bug
remediation can be negotiated with the seller, and more importantly it legally establishes that
the property is bed bug free at the time of purchase. Using canines for bed bug inspection is
faster, more thorough and less expensive than using traditional pest control operators.
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Please contact me (Jennifer@goodnightsleeptight.com) if you have any questions regarding our
services, or about bed bugs in general. I would be happy to be a resource for your membership.

2012 Tax Return Tips
Repairs Deduction versus Improvement Depreciation
The IRS sees things a bit differently when you spend money on repairs and improvements. The
property repairs that you make for fixing broken furniture, appliances or exterior structures can
be expensed as repairs at the end of a taxable year. This expense offsets any income that you
have earned and often lowers your total tax due. Depreciation must be used when you make
improvements to your property to increase its value. This can include new paint, installing
windows and doors or other enhancements to entice long-term lease agreements.

Certain Utilities are Tax Deductible
If this will be your first year filing taxes on your real estate income, it is helpful to know that
many of your utilities and expenses directly related to your investment business are tax
deductible. This includes overnight trips to inspect a rental property, hotels, mileage and food.
Communication tools like Internet access, mobile phones and Internet connected devices may
be deducted if all or an allowable percentage is used for operating your real estate investment
property business.

Property Taxes and Insurance Premiums
The expense that you pay for assessed taxes and insurance premiums can be deducted from
your earned rental income. Depending on the location of your property, carrying flood
insurance, fire insurance and liability insurance can be large portion of your annual costs of
maintaining the property. These expenses as well as property management fees can be
deducted in 2012 to allow you to keep more of your earned income.

Mt Lebanon Is Revising Their Apartment Inspection Ordinance
If you own property in Mt. Lebanon or you want to own in Mt. Lebanon, then this story is very
important to you. To view full details, use the below link.
http://lebomag.com/10723/revisions-to-proposed-apartment-inspection-ordinance/

I got this from one of our members. Please let me know if anyone comes across similar stories
that might impact other REIA members.
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2013 Will Hit Higher-Income Taxpayers Hard – Be Prepared
Now that Congress has passed the American Taxpayer Relief Act of 2012 (ATRA) and avoided
the so-called “fiscal cliff,” higher-income taxpayers need to brace for higher taxes. There are
numerous provisions in the ATRA that don’t provide the higher-income taxpayer any relief, and
when these are combined with the provisions of the 2010 Affordable Health Care Act, higherincome taxpayers will feel a significant increase in taxes for which they need to prepare.
Virtually all of the increases are based on a taxpayer’s filing status and income, and even
individuals who don’t perceive themselves as higher-income taxpayers may be surprised if they
have a substantial gain from the sale of stocks, sale of a home or rental, sale of a business, the
exercise of stock options, and just about any other event that would inflate income for the year
or generate investment income.
So here are the things to watch for in 2013:
 Personal Exemption Phase-out – For tax years beginning after 2012, ATRA reinstated the
Personal Exemption Phase-out (PEP), which had been suspended in 2010 through 2012. It is
interesting to note that the reinstated phase-out thresholds are higher than in previous
years, thus requiring significantly higher income before the phase-out begins to take effect.
The otherwise allowable exemption amounts are reduced by 2% for each $2,500, or part of
$2,500 ($1,250 for married filing separately), that the taxpayer's AGI exceeds the amount
shown in the table below for the taxpayer's filing status.
Example: Ralph and Louise have an AGI of $412,500 for 2013 and two children for a total of
four exemptions totaling $15,600 (4 x $3,900). The threshold for a married couple is
$300,000; thus, their income exceeds the threshold by $112,500. Dividing $112,500 by
$2,500 equals 45. So 90% (45 x 2%) of their $15,600 exemption allowance is phased out,
leaving them with a reduced exemption deduction of $1,560 ((100-90) x $15,600). Assuming
Ralph and Louise are in the 33% federal tax bracket, the phase-out costs them an additional
$4,633 ($15,600 x 90% x 33%).
Planning Tips – Taxpayers subject to the phase-out should consider relinquishing the
exemption of a dependent child to the other parent, in cases where the parents are divorced
or separated. Where a taxpayer is party to a multiple support agreement, the taxpayer may
want to allow another contributing member of the agreement who is not hit by the phaseout to claim the dependent’s exemption.
 Itemized Deduction Phase-out – The itemized deduction phase-out referred to as the
“Pease” limitation, which, like the personal exemption phase-out, had been suspended for
2010 through 2012, is reinstated for 2013 and later years. The AGI threshold amounts are
the same as the exemption thresholds shown in the table above. Like the exemption phase-
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out thresholds, the reinstated itemized deduction phase-out thresholds are higher than they
were in earlier years, thus requiring significantly higher income before the phase-out begins
to take effect. For taxpayers subject to the “Pease” limitation, the total amount of their
itemized deductions is reduced by 3% of the amount by which the taxpayer's adjusted gross
income (AGI) exceeds the threshold amount, with the reduction not to exceed 80% of the
otherwise allowable itemized deductions.
Not all itemized deductions are subject to phase-out. The following deductions are not
subject to the phase-out:
o Medical and dental expenses
o Investment interest expense
o Casualty and theft losses from personal use property
o Casualty and theft losses from income-producing property
o Gambling losses
Thus, a taxpayer who is subject to the full phase-out still gets to deduct 20% of the
deductions subject to the phase-out and 100% of the deductions listed above.
Example: Ralph and Louise from the previous example, who had an AGI of $412,500 for
2013, exceed the threshold for a married couple by $112,500. Thus, they must reduce their
itemized deductions subject to the phase-out by $3,375 (3% of $112,500) but not exceeding
80% of the deductions subject to the phase-out.
The phase-out is the lesser of $3,375 or 80% of $24,000. Thus Ralph and Louise’s itemized
deductions for 2013 will be $32,625 ($24,000 - $3,375 + $12,000). Assuming Ralph and
Louise are in the 33% federal tax bracket, the phase-out will cost them an additional $1,114
($3,375 x 33%)
Planning Tip – Conventional thinking is to maximize deductions. However, where taxpayers
are not normally subject to phase-out and have a high-income year because of unusual
income, it may be appropriate, where possible, to defer paying deductible expenses to the
year following the high-income year, or perhaps pay and deduct the expenses in the
preceding year.
 Ordinary Income Tax Rate Increase – Beginning in 2013, the ATRA retained the graduated tax
marginal rates that are adjusted annually for inflation, and added a new top rate of 39.6%
(previously the top rate was 35%). Thus, higher-income taxpayers who fall within this new
bracket will be subject to an additional 4.6% tax on their income above the threshold for this
new bracket. The thresholds are:
o $450,000 for joint filers and surviving spouses;
o $425,000 for heads of household;
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o $400,000 for single filers; and
o $225,000 for married filing separately.
Example: Jack and Sally who are filing jointly have an ordinary taxable income of $600,000.
Their income above $450,000 will be subject to the 39.6% tax rate. Thus, they will see a tax
increase of $6,900 (($600,000 - $450,000) x 4.6%) as a result of the new tax bracket.
 Capital Gains and Dividends – Beginning in 2013, ATRA permanently increased the top rate
for long-term capital gains and qualified dividends to 20% (up from 15%) for taxpayers with
incomes exceeding the following for 2013 (inflation adjusted for future years):
o $450,000 for joint filers and surviving spouses;
o $425,000 for heads of household;
o $400,000 for single filers; and
o $225,000 for married filing separately.
This results in an increase of 5% (20% – 15%) in capital gains rates for higher-income
taxpayers.
Example: Howard, a single individual, retired this year and sold his rental, which he had
owned for a long time, for a profit of $700,000. Even though his income is generally in a
lower-income tax bracket, the profit from the sale itself pushed his income above the
$400,000 threshold for single taxpayers, and to the extent his income exceeds the $400,000
threshold, he will be subject to the increased capital gains rate. Had Howard’s other taxable
income been $50,000, then he would have had a total income of $750,000, of which
$350,000 exceeds the 20% long-term CG rate threshold. As a result, Howard pays the 20%
rate on $350,000. That is an increase of $17,500 ($350,000 x 5%) over what he would have
paid in 2012.
Caution – Generally, sales that are subject to long-term capital gains rates are also
investment income subject to the 3.8% unearned income Medicare contribution tax that is
part of the Affordable Care Act discussed later in this article.
Planning Tip – If Howard had utilized an installment sale, he could have spread the gain over
multiple years and possibly avoided the higher CG rate. He might have also utilized a taxdeferred exchange to defer the gain into other real estate property.

 Increased Hospital Insurance Tax – As part of the Affordable Health Care Act, beginning in
2013, the Hospital Insurance (HI) tax rate (currently at 1.45%) will be increased by 0.9% on
individual taxpayer earnings (wages and self-employment income) in excess of compensation
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thresholds for the taxpayer's filing status. Married taxpayers must combine their incomes
subject to HI tax when computing this additional tax. Thus, for wages the HI tax rate will be
1.45% up to the income threshold and 2.35% (1.45 + 0.9) on amounts in excess of the
income threshold. The hospital insurance portion of the self-employed tax rate will be 2.9%
up to the income threshold and 3.8% (2.9 + 0.9) on amounts in excess of the threshold. The
income thresholds where this increase begins are $250,000 for married taxpayers filing
jointly, $125,000 for married taxpayers filing separately, and $200,000 for all other
taxpayers.
Employers are required to withhold the additional tax once wages exceed $200,000, but only
on income from that employer. Employers cannot adjust the HI withholding based upon the
employee having additional employment or a spouse who also works. Thus, there will be
situations where the taxpayers will be under-withheld for the year.
Example – Jack and Jill are both employed. Jack’s wages are $175,000, and Jill’s wages are
$150,000. Since neither employee’s wages exceed $200,000, their employers do not
withhold the additional 0.9% for HI tax on either Jack’s or Jill’s wages. When they file their
joint 1040 return, they
HI tax as part of their total tax. Jack and Jill may need to adjust their income tax withholding
or make estimated tax payments to account for the extra HI tax and to avoid any
underpayment penalty.

 Unearned Income Medicare Contribution Tax – As part of the Affordable Health Care Act, a
new tax takes effect beginning in 2013. The official name of this tax is the “Unearned Income
Medicare Contribution Tax,” and even though the name implies it is a contribution, don’t get
the idea you deduct it as a charitable contribution. It is, in actuality, a surtax levied on the
net investment income of higher-income taxpayers.
The surtax is 3.8% on the lesser of your net investment income or the excess of your
modified adjusted gross income (MAGI) over a threshold based on your filing status. MAGI is
your regular AGI increased by income excluded for working out of the country; net
investment income is your investment income reduced by investment expenses.
The filing status threshold amounts are:
o $250,000 for married taxpayers filing jointly and surviving spouses.
o $125,000 for married taxpayers filing separately.
o $200,000 for single and head of household filers.
Example - A single taxpayer has net investment income of $100,000 and MAGI of $220,000.
The taxpayer would pay a Medicare contribution tax only on the $20,000 amount by which
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his MAGI exceeds his threshold amount of $200,000, because that is less than his net
investment income of $100,000. Thus, the taxpayer's Medicare contribution tax would be
$760 ($20,000 × 3.8%).
Investment income includes:
o Interest, dividends, annuities (but not distributions from IRAs or qualified retirement
plans), and royalties,
o Rents (other than derived from a trade or business),
o Capital gains (other than derived from a trade or business),
o Home sale gain in excess of the allowable home gain exclusion,
o A child’s investment income in excess of the excludable threshold if, when eligible, the
parent elects to include his or her child’s investment income on the parent’s return,
o Trade or business income that is a Sec. 469 passive activity with respect to the taxpayer,
and
o Trade or business income with respect to trading financial instruments or commodities.
Planning Tips: For surtax purposes, gross income doesn't include interest on tax-exempt
bonds. Thus, one can avoid the net investment income surtax by investing in tax-exempt
bonds. A taxpayer can also utilize the installment sale provisions to spread gains from capital
assets such as rentals and business assets over a number of years to keep the investment
income under the tax threshold.
Investment expenses include:
o Investment interest expense,
o Investment advisory and brokerage fees,
o Expenses related to rental and royalty income, and
o State and local income taxes properly allocable to items included in Net Investment
Income.
Do you think you will never get hit with this tax because your income is way under the
threshold amounts? Don’t be so sure. When you sell your home, the gain is a capital gain,
and to the extent that the gain is not excludable using the home gain exclusion, it will add to
your income and possibly push you above the taxation thresholds. And, since capital gains
are investment income, you might be in for a surprise. The same holds true for gains from
selling stock and a second home. So when planning to sell a capital asset, be sure to consider
the impact of this new surtax.
The surtax also applies to undistributed net investment income of trusts and estates, and
there are special rules applying to the sale of partnership and Sub-S Corporation interests.
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If you are subject to these new and increased taxes on higher-income taxpayers, it may be
appropriate to review your situation so that you can avoid any unpleasant tax surprises at
the end of 2013 and to adjust your withholding and estimated taxes if necessary to prevent
underpayment penalties.

Our Business Partner Members
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www.USAREMentoring.com
USA Real Estate Mentoring Group
“Your Highway to Success”

Mentoring is the key to your success in Real Estate Investing!
We are:
-Successful Investors Currently Investing in Today’s Real Estate Market
- Best Selling Authors
-Our Group of Mentors Have Personally Trained Over One Hundred Real Estate Investors
-We KNOW Pennsylvania, and How to Invest Legally in Pennsylvania!
-Access to Our Team Members and Systems
-We Meet Once Per Month in the Pittsburgh Area (Wexford)
-1st Meeting is Free
-Different Levels of Training and Pricing Available
Visit www.usarementoring.com for more info
Brian Snyder: 412-992-8884
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