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You can buy a house and

Here is a useful family tax shel-
ter many people are not aware of,
A parent can buy a house or con-
dominlum and rent it to a son or
daughter, or a couple can rent sim-
ilar property to retired parents.

The key tax ingredient is that the
owner can write off not only reat-
estate taxes and mortgage interest,
but also insurance, maintenance,
repairs and depreciation over 15
years.

Any loss can be used to offset
other income. The dwelling must be
the principal residence of the
renter, who must pay falr rental
value. The owner may not make
substantial gifts to the renter.

THE FOLLOWING Is an exam-
ple of how the provislon can work
for parents providing a recently
married son and daughter-in-law
with their first house:

Home purchase price — $80,000
Down payment - $20,000
Mortgage — $60,000

Monthly carrying costs:
Princlpal — $13
Interest at 15 percent — $748
Real-cstate taxes — $80
Insurance — $33

Total — $872

Monthly fair rental — $600.

In addition to all items except
principal in the above cash-flow
calculation, the parents could write
off the depreciatlon on the building
over 15 years. Using the strajght-
line method, that would bring a
further tax write-off of $4,667 a
year. The parents would bave to
report the rent as lncome.

IN THE early years, the deduc-
tlons would more than offset the
income, producing tax losses. When
the resldence began to show a tax-
able profit, the parents could con-
sider giving it to the chlldren.
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The purchase also could be made
with a shared-equity mortgage in
whlch the parents and children be-
come jolnt tenants with right of
survivorship.

For example, the son and daugh-
ter-in-law could put up 25 percent
of the money, the parents, 75 per-
cent, In that case, the parents alone
could take the depreciation as a
iieducllon — but only 75 percent of
t. .

They would only have to charge
a rental equal to 75 percent of falr
market rent.

BUYING — not inheriting —
your parent's house:

If you have aging parents who
don’t have much cash income but
who possess conslderable equity in
the house they own, this plan might
help them and provide you with
some tax breaks as well.

Here is an example of how this
plan can work with a couple, each
68, who llve on Soclal Security and
retirement income and own a house
worth $100,000 that was bought 30
years ago for $15,000.

get a tax shelter, too

shelters mentloned above should
check it out with a tax adviser or
financlal planner.

You buy the house for $20,000
down and an $80,000 30-year
mortgage at 14 percent. The
$80,000 comes from a bank, and the
money buys an annuity that gives
your parents about $1,050 a month, FINANCIAL SEMINAR: Sl
Mittra and the Observer & Eccen.
tric Newspapers will sponsor an
educatfonal financial planning.
seminar 8-10 p.m. Wednesday, July
11, at the Baldwin Public Library
in Birmingham. Topies will include
taxes, investment retirement ang
long-range financial plan.. There is
no admisslon charge for the seml.
nar, but registration is requlred,
Please call 643-8888.

THEY PAY you rent of $600 a
month, nelting $450 monthly, or
$5,400 a year, on the deal,

Here is what you get from this
plan. First, you can deduct the in-
terest payments you make on the
mortgage loan. You can also wrlte
off the property taxes and Insur-
ance costs - sums that your par-
ents have been paying but now re-
tain to increase their annual cash
flow by perhaps several thousand
dollars.

And, because the house is now a
rental unlt, you get to depreciate it.

Obviously, anyone contemplating
use of elther of the two types of

Sid Mittra is a professor of
economics and management at
Oakland University and presi.
dent of Coordinated Financial
Planning Inc.
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THEFT PROOFING FOR YOUR CAR

CUSTOM
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¥ 166AB6983D9224412

MAJOR HI-THEFT BODY PARTS IDENTIFIED
BY THE PATENTED VIN-MARK t SYSTEM

WE NOTIFY YOUR INSURANCE COMPANY

DIRECT BY CERTIFICATION
100% ‘., s::cm. OFFE; 5
LIMITED MONEY BACK
GUARANTEE, 1 49
IF STOLEN WITH QUARANTEE
24 HOUR PROTECTION - EVERYWHERE
AUTO LD, & CERTWICATION CENTER |
33080 IMDUSTRIAL RD,
LIVORIA, M1 43150
CALL 261-9882
IBLK B. OF JLFFRUES AND

10LK, E. OF FARMINGTON RD.

* APPOINTMENTS AVAILABLE FOR YOUR CONVENIENCE
* MULTL-CAR FAMILY AND BUSINESS DISCOUNTS

A84-3686 or 484-3687  484-1158 or 484-7574]

MASTIC VINYL SIDING
PRIME REFPLACEMENT WIKDOWS

AWNINGS - ALL TYPES OF
HOME IMPAOVEMENTSE AND ROOFING

DEPENDABLE
SIDING SERVICE

m , q
AR"N"ELE'..V'IILUAH-’ 8R. BUILDER
FROM 9 a.m.-8 p.m. FROM 5 p.m.-0 p.am,

9337 NEWBURGH « LIVONIA

Business Card
Directory

RESIOCHTIAL &
COMUERCIAL
AEMODELING

ADDITIONS
KITCHENS
BATHS

6100 Durvnore O,

' Wesl Bioombueid, 11 8033
2553880

Rocommended by Police & lnsurance Companies

MANCOUR
THE DO IT ALL PEOPLE
* Security Systems
* Additions
* Kitchens & Baths
* Alumi * Roofing :

« Painting
* Replacement
Windows & Doors

R
(‘REPLACE YOUR OLD DOOR NOWI
& TAYLOR
ENTRY & GARAGE DOORS
6 Pane! Entry Door. . .trom$169

Sectional | STEEL [ wWOOD
16’ x7' $509 $519
8'x7 $259 $269
Includos Installstion, take down 800 haul ewwry of old door
As much s 30% Off suggested retal] prices
GENIE GARAGE

s
DOOR OPENER 199 "=

THIA 18 NOT A DEPARTMENT A8TORE QE|

Lau 30" Whole
House Fan

SQT D
b CONPLITE
*includes 12 Hour Timer & Roof Venting

-
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Vinyl Siding  Insulation

PAINTING
Residentlal & Commercial
Speclalizing in
Private Estatas
Free Estimates
Interior & Exterior

§rroressionaL workmanstip
20yrain Birmingham-Bloomnield Area

L
U

“BUTLER'S PAINTING SERVICE
867-8685

871-7318

SERVING GREATER OAKLAND COUNTY AREA

DAWSON TREE SERVICE

TRIMMED - TOPPED - REMOVED
FREE ESTIMATES

UCENSED AND INSURED

OEEP ROOT FERTILIZING

AERIAL BUCKET TRUCK SERVICE AVAILABLE

CLFFORD DAWSON 373-5264

WOOD DECKS

Gazebos - Hot Tubs
“Custom Wood Structures
at a Practical Price”

627-2714

MICH. DECK BUILDERS

FREE ESTIMATE! CALL 399-7600

LEON MANCOUR

118 E. Seventh
* Royal Oak

wroa sinos 1074 MICHIGAN

HEY REDUCE HEAT OAIN YO BAV|

INBTALLATION .
2 ez ) | Warehouse Sale

Tues., July 3rd 8-5
Wed., July 4th 8-5
Sat., July 7th 10-3

» Preway Fireplaces

Save Up TO 50% On

3y ENERGY & COOLING COSTS

« Amberlight Gas Grills

I X 54mn
.[PECORATOR -

{FABRICS Designed for all Weather J§f |-
{COCLER - COLGSTUL DINUASLE «ECONONIAL
; MANIZED WITH :

« ‘Stucco Stone Veneer

* ¥2” Thin Brick Veneer

» Dura Vent All Fuel
Chimney

William Panel Brick
" Design Center
. Fireplace Sho

27303 W. 8 Miie
" Redford . . .
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- annual percentage yield*

0.7

o annual percentage rate
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YA at qurent ratss, Ratcyon

Deposit $500 minimum for
one year, Your interest is
compounded daily, credited
Quarterly. Substantial penalty
for carly withdrawal, ,
Limited time offer, Act now,

T open your account, call

1-800THEBIGE
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