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Homeowner 
Taxes 
Made Simple

Pat Zaby, CCIM, CRS
Dallas, Texas

Types of Property

Principal Residence

§ 1221 – Investment 

§ 1231 – Income

Dealer 

Including Second Homes

Principal Residence 
Interest Deduction

Can’t be increased by refinance.Can’t be increased by refinance.

Recorded lienRecorded lien

Up to $750,000Up to $750,000

First or second homeFirst or second home

Buy, build, or improveBuy, build, or improve

Amount of debt incurredAmount of debt incurred

Acquisition DebtAcquisition Debt

Acquisition debt is the amount of 
debt incurred to buy, build or 
improve a first or second home up 
to $750,000.  It must be a 
recorded lien.  The amount of 
acquisition debt decreases as the 
unpaid balance is retired.  You 
cannot increase acquisition debt 
unless you borrow more than you 
owe and use the money for capital 
improvements.

Principal Residence 
Interest Deduction

Combined 1st & 2nd homes.Combined 1st & 2nd homes.

Used for any purposeUsed for any purpose

Recorded lienRecorded lien

Up to $100,000 over Acquisition debtUp to $100,000 over Acquisition debt

Home Equity DebtHome Equity Debt

New Mortgage
on Refinance

Original Loan
Up to $750,000

Amortized Principal

Acquisition 
Debt
Current

Acquisition 
Debt

Unpaid Balance Unpaid Balance

Capital Improvements

Personal Debt
(not deductible)

Increased
Acquisition 

Debt

Mortgage 
Interest 
Deduction

https://www.irs.gov/newsroom/interest‐on‐home‐equity‐loans‐often‐still‐deductible‐under‐new‐law

Original Mortgage Refinanced Mortgage

Banks are not 
concerned about 

making tax 
deductible loans.  

Banks are 
concerned about 
making loans that 
will be repaid.  
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“Do you ever intend
to refinance or place

a new loan on this 
property?”

What question should 
you ask cash buyers?

Debt obtained in first 
90 days from date of 

purchase will be 
considered 

Acquisition Debt.

RULE

Treatment of Points

Deductible 
in Year Paid
Deductible 
in Year Paid

Principal 
Residence

Buy, Build, 
or Improve

Deductible

To Buyer

AmortizedAmortized

Refinance

Investment

Income

Sales 
Expense
Sales 

Expense

Seller paid 
points.

IRS.govIRS.gov

For More InfoFor More Info
No Change 

Due to

The 2017 

Tax Cuts and Jobs Act

Points are considered paid by 
the borrower, if the amount 
paid in Earnest Money , 
Down Payment, or Impounds 
are equal to or greater than 
the amount of points paid

Points are considered paid by 
the borrower, if the amount 
paid in Earnest Money , 
Down Payment, or Impounds 
are equal to or greater than 
the amount of points paid

SALT – State and Local Taxes

• Property Taxes
• On 1st and 2nd Homes
• Limited to $10,000

Standard or Itemized
Beginning in 2018, the standard deduction 
available to all taxpayers is $24,000 for 
married filing jointly and $12,000 for single 
taxpayers.

Example: $300,000 home with 3.5% DP @ 5% for 30 years

First year’s interest $14,630

Property taxes $4,500

Total $19,130

Add’l deductible items needed to exceed 
standard deduction of $24K for MFJ $4,870
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Standard or Itemized
Beginning in 2018, the standard deduction 
available to all taxpayers is $24,000 for 
married filing jointly and $12,000 for single 
taxpayers.

Example: $300,000 home with 3.5% DP @ 8% for 30 years

First year’s interest $23,072

Property taxes $4,500

Total $27,572

Add’l deductible items needed to exceed 
standard deduction of $24K for MFJ

Bunching – timing the payment in a tax year so 
they can be combined to make a larger deduction

Recognition of Amounts During Tax Year

2018 Description 2019

$14,000 Interest $14,000

$2,000 of $6,000 Taxes $4,000 + $6,000

$16,000 Actual Paid in Tax Year $32,000

$24,000 Standard Deduction $24,000

$8,000 Dollar Benefit $8,000

Exclusion of Gain on
Sale of Principal Residence

• Ownership and Use must have been 
Principal residence 2 out of 5 preceding years 
(formula for partial exclusion)

• Exceptions for Health, Job Change, Military, & 
Unforeseen Circumstances (121 IRC/regulations)

• Either spouse may meet ownership test

• Both spouses must meet use test

• Couples filing jointly ‐ $500,000
Single filers ‐ $250,000

Exclusion of Gain on
Sale of Principal Residence cont.

• Gain in excess, taxed at LTCG rate unless 
reside <12 months

• Exceptions pro‐rated if qualified – military 

• Does not apply to 2nd/vacation homes.

Federal Tax Bracket 10% 12% 22% 24% 32% 35% 37%

Long‐term cap gains rate 0% 0% 15% 15% 15% 15% 20%

COST BASIS OF A HOME
Purchase Price $150,000

Plus allowable closing costs $1,700

Plus capital improvements $25,000

Adjusted Basis $176,700

Capital Improvements

Materially adds value (features)

Appreciably prolongs useful life
of the property

Adapts a portion of the property 
to a new use

Investor vs. Homeowner 
strategies.
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Record Keeping 
2/2013 Sanyo dishwasher 915
3/2014 Lights + Light fixture ‐ DR 1,479
8/2015 ABC plmg Hot water heater 1,140

10/2016 Blue Nail Roof  18,350
3/2016 XYZ Floors Hardwood floors 16,400
6/2017 TurnKey Countertops ‐ Kit 8,000

Total 46,284

Home Received as a Gift

The person receiving the gift assumes the basis 
of the giver plus any gift taxes that were paid.

Donor’s basis in home $100,000

FMV of home at time of gift $250,000

Donee’s basis in home $100,000

Potential gain $150,000

Home Received as Inheritance

Decedent’s basis in home $100,000

FMV of home at time of death $250,000

Stepped up basis inherited home $250,000

Potential gain avoided $150,000

Fair market value that the executor places on the 
property becomes the basis for the person inheriting it.
Fair market value that the executor places on the 
property becomes the basis for the person inheriting it.

Sale of Home by 
Surviving Spouse
• Requirements met for a jointly owned 
principal residence; home must have 
been used as principal residence 2 of 5 
years before death

• Sale takes place no more than two 
years after the date of death of the 
spouse

• Surviving spouse must not have 
remarried as of the sale date

• Neither spouse excluded gain from the 
sale of another principal residence 
during the last two years prior to death

Sale of Home by 
Surviving Spouse

Basis of jointly owned home $100,000

FMV of home at spouses death $250,000

Potential gain $150,000

Surviving spouses' new adj basis $175,000

have been married 20 yrs, have owned several homes 
and decide to divorce and divide the home’s equity 
and Ken’s retirement

Ken & Barbie

Home’s Market Value $475,000

Unpaid Balance $390,000

Equity $85,000

Ken’s Retirement $85,000
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Ken & Barbie continued

Sales Price $475,000

Less Sales Costs $38,000

Less Basis $100,000

Capital Gain $337,000

Less Exclusion $250,000

Taxable Gain $87,000

Tax Due ‐ LTCG $13,050

Ken & Barbie continued

Sales Price $475,000

Less Sales Costs $38,000

Less Mortgage $390,000

Less Tax Due $13,050

Net Proceeds $33,950

Tax Difference in 
Second Homes 

• A second home is used mainly for 
personal enjoyment while limiting 
possible rental activity to a maximum of 
14 days per year.

• Interest is deductible up to limit of 
$750,000 acquisition debt on 1st and 2nd

homes

• Property taxes are deductible subject to 
limit of $10,000 aggregate of SALT

• Gain on sale of 2nd home is taxable; if 
owned for more than 12 months, is 
eligible for long term capital gains

• 2nd homes are not eligible for tax‐
deferred exchanges.

Mortgage Loans from 
Relatives
In order to deduct the interest, the 
borrower must:

• Signed debt instrument 
specifying the loan terms

• Securing and recording the debt 
properly

• Home must be sufficient 
collateral for the loan.

Rent your personal residence for less than 
15 days a year without recognizing income.

Homeowners rent their 
home for up to two weeks 
and take the money and go 
on vacation.

Moving Expenses

Not Deductible 

The 2017 Tax Cuts and Jobs Act

Except for members of the Armed Forces
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Share your expertise and difference by email and social media

Share your expertise and difference by email and social media Share your expertise and difference by email and social media

Share your expertise and difference by email and social media Share your expertise and difference by email and social media
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Newsletters

Easy‐to‐Read | Short sentences
Short Paragraphs | Good graphics

Holiday Greetings

Susan Anthony, CRS
Stars & Stripes Realty
5023 Sea Pines, Dallas, TX 75287
972‐743‐9887
SusanA@gmail.com
www.SusanAnthony.com

Change Clocks
• Armed Forces Day
• Memorial Day
• Flag Day
• Independence Day
• Labor Day
• Columbus Day
• Election Day
• Veteran’s Day

Susan Anthony, CRS
Stars & Stripes Realty
5023 Sea Pines, Dallas, TX 75287
972‐743‐9887
SusanA@gmail.com
www.SusanAnthony.com

Fly Your Flag 
Memorial Day

Fly Your Flag
Veterans’ Day 

Fly Your Flag

Susan Anthony, CRS
Stars & Stripes Realty
5023 Sea Pines, Dallas, TX 75287
972‐743‐9887
SusanA@gmail.com
www.SusanAnthony.com

Birthdays/Anniversaries

Promote your listings, link to the 
home’s web page and blast the 
message to all your contacts or 

specific mailing lists.

Listing Promotion
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Listing Promotion

Promote your listings, link to the 
home’s web page and blast the 
message to all your contacts 

or specific mailing lists.

Blast the message to all your 
contacts or specific mailing lists.

Appreciation Events

One‐at‐a‐time 
messages that show 
how much you care.

Special Occasions

Blast the message to all your 
contacts or specific mailing lists.

• Use our templates
• Create your own
• No need for Mail Chimp or Constant Contact

Custom Mailings

Susan Anthony

Social Media

Special Reports 
Available

A personalized landing page to help 
consumers when they buy, sell and 
all the years they own their home.

All Newsletters
All Social Media Posts

Any Custom Mailings

Consumer Reports

Financial Calculators

Market Multiplier 
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Market Multiplier 
Consumer Reports

Market Multiplier 
Consumer Reports

Market Multiplier 
Consumer Reports

Market Multiplier 
Consumer Reports

Market Multiplier 
Consumer Reports

Special Reports 
Available

Market Multiplier 
Financial Apps
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Some articles link to your 
branded financial calculators

When someone 
shares your post…

#1 #2

#3 #4
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#5 #6

“Have any of your friends 

who have seen your new 

home mentioned that they’re 

thinking of moving too?”
#7

Every $1 you invest in marketing 
should generate $6‐8 in revenue

Type of Promotion Total Cost ROI
Sales 

Required

4 postcards @ 300 each @ $1.25 $1,500 $12,000 3

Pay Per Click $6,000 $48,000 12

Boom Town, Zillow Premier Agent $12,000 $96,000 24

InTouch Content Marketing $399 $3,200 <1

ROI

InTouch

Content designed to maximize top of 
mind awareness by helping people be 
better homeowners when they buy, sell 

and all the years in between.

Automated email for newsletters, holiday 
greetings, special occasions & custom 
mailings.

Automated social media posts for 
Facebook, Twitter, LinkedIn and others.

The Market Multiplier is a personalized 
landing page of social media posts, 
consumer reports and financial apps.

Drip campaigns are scheduled activities 
designed to achieve specific purposes like 
Buyer Referral follow‐up & 8X initial touch.

$399 a year
$39 a month

30‐day FREE trial
Waive $100 startup fee
Promo – intouch30

Automated Digital Marketing
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