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Course Description

This course describes the accounting to be used for all types of real estate transactions, such as retail
land sales, real estate sales, property exchanges, and the sale of time-share intervals. It also reveals
the related financial statement presentations and accompanying disclosures. In addition, the course
describes the accounting related to the rental of property, and investments in real estate ventures.
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Instructions for taking this course

In order to receive CPE credit for this course, you must complete the course within one year of the
date of purchase. This includes achieving a passing grade of at least 70% on the final exam. Exams may
be retaken if not passed on the first attempt (no charge).

Complete the course by following the learning assignments and objectives listed below and studying
the review questions after each major section in the text. Once you have completed each learning
assignment and you are confident that the learning objectives have been met, answer the final exam
questions (online).

Instructions for Taking the Final Exam Online
e Login to your account online at www.bhfe.com.

e Go to “My Account” and view your courses.
e Select “Take Exam” for this course and follow instructions.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.

Learning Objectives

e 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.
e Note 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.
¢ Note the criteria for determining a buyer’'s commitment to pay, and the types of income
recognition methods that can be used.
e Recognize the nature of a retail land sale, the manner in which income recognition
methods can be applied to these sales, and the calculation of the net sales figure
associated with a retail land sale.
o ldentify the options available for valuing exchanged property, and the use of boot in
calculating profits.
o ldentify the characteristics of time-share arrangements, as well as the calculation of
sale prices and the criteria for recognizing a time-share sale.
e Recognize the nature of contingent rent agreements, lease incentives, and leasehold
improvements, and the accounting for them.
e Note the criteria for recognizing asset retirement obligations, as well as the rules for
calculating these obligations. Also, identify the criteria for recognizing environmental
obligations.
e 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.
e 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 6, we focus on the main real estate activ-
ities of building or buying property, followed by its sale to a third party. In Chapters 7 through 11, we deal
with more specialized topics. These topics include time-sharing activities, rental transactions, asset retire-
ment obligations, real estate ventures, and housing associations.

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

e Which preacquisition costs can | capitalize?

How do | capitalize the cost of interest into a real estate project?

Do | recognize goodwill when buying an income-producing property?
What are the criteria for using the different income recognition methods?
How do | account for an exchange of property?

How do I account for the sale of a time-share interval?

What types of leases can be offered to a prospective tenant?

How do | 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
June 2015
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