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Learning Objectives 

• Recognize the underlying principles of accounting, the nature of the accounting cycle,
and the types of organizations that can be used to engage in real estate transactions.

• Specify the types of project costs, as well as when and how to capitalize interest on a
real estate project.

• Identify the steps involved in accounting for an acquired income-producing property,
as well as the process flow for goodwill impairment testing. Also, recognize the alter-
native treatment of amortizing goodwill, and the circumstances under which it can be
used.

• Specify the steps in the five-step revenue recognition process.
• Identify the options available for valuing exchanged property, and the use of boot in

calculating profits.
• Identify the characteristics of time-share arrangements, as well as the factors to con-

sider when evaluating the sufficiency of the bad debt allowance.
• Identify the main characteristics of lease accounting as it pertains to rental arrange-

ments.
• Recognize the nature of contingent rent agreements, lease incentives, and leasehold

improvements, and the accounting for them.
• Specify the fiduciary role played by a property manager, as well as the accounting

issues faced by this person.
• Specify the criteria for recognizing asset retirement obligations, as well as the rules

for calculating these obligations. Also, identify the criteria for recognizing environmen-
tal obligations.
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• Identify the calculation requirements for the equity method of accounting, as well as 
the origin of the costs used in the cost method, and the treatment of investor loans to 
a venture. 

• Recognize the types of entities that can be classified as common interest realty asso-
ciations, as well as the accounting for special assessments. 
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Preface 
There are many kinds of real estate transactions, each of which must be accounted for in its own unique 
way. These events include the sale of time-share intervals, the purchase of income-producing property, the 
construction of a new facility using debt financing, property swaps, and the sale of land. Real Estate Ac-
counting shows how to properly account for each of these transactions and many more, as well as how to 
disclose them in one’s financial statements. 

The book is divided into two sections. In Chapters 1 through 4, we focus on the main real estate activ-
ities of building or buying property, followed by its sale to a third party. In Chapters 5 through 11, we deal 
with more specialized topics. These topics include nonmonetary exchanges, time-sharing activities, rental 
transactions, property management, asset retirement obligations, real estate ventures, and housing associa-
tions. 

You can find the answers to many questions about real estate accounting in the following chapters, 
including: 

• Which preacquisition costs can I capitalize? 
• How do I capitalize the cost of interest into a real estate project? 
• Do I recognize goodwill when buying an income-producing property? 
• What are the criteria for recognizing revenue? 
• How do I account for an exchange of property? 
• What types of leases can be offered to a prospective tenant? 
• What accounting entries would a property manager use? 
• How do I account for asset retirement obligations? 
• How does an investor account for an interest in a real estate venture? 

 
Real Estate Accounting is designed primarily for professionals, who can use it as a reference tool for deter-
mining the most appropriate accounting treatment of different real estate transactions. 
 

Centennial, Colorado 
September 2021 
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