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Rental of unsold house can trigger tax problems

{AP) — Many people with an un-
sold home fee that they are
strapped wity a flnancial and psy-
chalogical albattéss, If you're so af-
fligled, gt worry that you may be

pse o {o move soon —
regfing ’fhe old ‘place ‘temporarily
may be your best option.

en you
0 . youn saddled with a

%’)w set of record-keeping and

ems. Yow'll have Lo screen
tcnaml, Ynu 1] stlll be stuck with al}
the, ponsl ilitles of ownership.
A 's 00 g prices will

me &

the old house within two years of the
time. you buy a replacement home.
(You may bave as long as four years
Il you're on active duty with the
armed forces.) As long as the new
home costs as much as the amount
you get from the sale of the old one,

from a tax blll.

Another potentlal problem is that
the rollover break applles only when
you move from one principal resi-
dence to another. It doesn't apply
when you sell a rental property. That
means you must be able to show that
your home Is a tempo-

be bétter next year.

"But rentiog can be a helpful inter-
lm slep. Any rental Income you
recelve eases the cash flow night-

1 mare of having to support two mort-
gages. If your expenses exceed Lhe

Ireat you can command, you may
qualily for a tax break.

Before tackling the landlording re-
alitles of setting the rent, finding

[ tenants and,writing a lease, consider
the key tax issues you'll confront.

A.major concern whes you reat

roll over the profit and hold off the
Interna! Revenue Service. If you
bave owned a number of houses dur-
ing your homeownlng career and
used the rollover provision repeated-
Iy,ithe combloed profit from several
hmq could be at stake. Losing the
o, t ‘could cost you a for-

rary measure rather than a perma-
nent switch, Proof that you're reat-
ing for the short lerm can Include
efforts to sell the home prior to rent-
Ing it and an agreement with your
tenant that allows you to show the
property before the lease expires.

Although you have to report rent
recelved as taxable Income, you may
be able to offset most or all of the
income by deducting related ex-
penses. Qualifying expenses Include
rental expenses — the broker fees,
management {ces, ads, property tax-
es, mortgage [nterest, upkeep and
the utillties that you pay,

YOU CAN ALSO deduct deprecla-
tion. Homeowners who convert their
houses to rentals arc often disap-
polnted by stingy depreclation write-
offs. You write off your basis over
27.5 years, deducting 3.64 percent of

oo _the_rollover rules will protect you
m!:ukc. It's far from an o D ot Yo

pcrhaps far less — than its current
alue,

Your basls is essentlally what you
paid for the house (not including the
land) plus the cost of improvements,
minus any galn you rolled over from
previous homes. H ‘your basls is
$100,000, a full year’s depreciation
would transiate to n $3,640 deduc-
Uon. Although that docsn’t cost you
anyihing out of pocket, It saves you

Even if It seems ke more trouble
than it's worth to figure depreciatlon
on a temporary rental, you can't ig-
nare It. The deduction may be small,
but the law says your basts will be
reduced by the amount of the allow-
able depreclation whether or pol you
clalm ft. That means you're going to
have more taxable galn (or Jess tax-
saving loss) when you finally sell the
place.

WHEN TAX-DEDUCTIBLE ex-

penses are taken into account, many
Imuml landlords may find them-
sclves In the red. There's no question
that when expenses exceed the reat-
al Income, renting your home won't
hike your tax bill. The big question is
whether a loss can be deduc
against other income — such as your
salary or income [rom Investments
— tocut your tax blll.

There are lwo potential stumbling
blocks between you and a loss deduc-
tion. First, the IRS says the tempo-
rary rental of a home can't produce
a tax loss. If you're treating Lhe
home as your principal residence for
rollover purposes, the agency says
you can deduct rental expenses up to
the amount of rental Income, but no
more.

Bul the IRS doesn't always have
the last word, and on this issue a
court has ruled that as long as a tax-
payer was charglng a [nir rent, &
rental loss Is deductible. If you flnd
yourself in this position, Brockman,
for one, recommends that you claim
the loss and take your chnnc(: ona
possible IRS challenge.™ -

Bul you could still lose the loss de-
duction to the passive loss rules.
These antl-tax-shelter rules gener-
ally allow real estate losses to be de-
ducted only agalnst “passlve” in-
come — from other real estate in-
vestments, for example, or limlted
partnerships.

AN IMPORTANT exception |s
likely to allow you to deduct losses
on the rental. A loophole In the pas.
slve loss rules lets you deduct up to
$25,000 of rental losses if you'are ac-
tively involved in the mmnxement
of the property.

You can mect the active requlre-
ment, even il you hire a manage-
ment flrm to handle the property, as
long as you approve tenants, set the
rent and approve capltal improve-:
ments. (The $25,000 allowance be-
gins to be phased out when adjusted

gross Income exceeds $100,000 and-
nL;nppcnrs completely when AGI
passes $150,000.)

When you sell your home for less-
than your basis, you don't have lo’.
worry about whether the rental is
temporary because there wlil be no:,
capita) gain to roll over. But don't’
expect the federal government Lo lot
you write off the loss. The law does
not allow the deductlon of a losson a
princlpal resldence.

Although converling to - rental..
property is often promoted as a way"

“around that restriction, there's a’

of the house at the tlme of the con~-
verslon. In other words, any decllng..

in value before you start renting thé:,
house would not count when figuring,
a lax loss.

mare than §1,000 in taxes in the 28-
percent bracket.
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the basis each year. Unfortunately,
m,“fdm ’l'}lAT youhave tosell  your home's basls may be less —

od3 101 b

Area firm will
‘manage Chene
property

Aving
Park:
o

* The I-‘OURMIDABLE Group of Farmington Hilla
is the management company for Chene Park Com-
mons;;a.144-unit apartment in downtown Detrolt to
be.comppleted in the summer of 1992, Don Barden is
(he owner/developer,

KNOWING
YOU HAVE

KNOWING
GOULD BE.

Are you experi-
encing blurred
vision?

Are you over
forty and over-
weight?

BEAT RISING RENTS -
UY NOW AND SAVE

s5137 MOVES YOU IN*
Is there a his- FROM *68,500

!.m'y of diabl.::lcs Take amw-nn%v 5535283.,3 BAT" UNITS

in your family? Property fax doductions and bl equity I your

) | See your doctor. : -UM'.‘SZ‘;.“E:.‘,TJQ’&W.“M down

| Because what T e Ay Saimce ' 366,930, Puytent of

.
A design by Glifels Assoclates of Southfield bas
carned. honors In R&D magaxine's 1990 Lab of the
Year-competition. The 300,000-square-foot lab was
bullt for: Amdco Performance Product’s rescarch
Amal b().'ullhpmmt camplu in Alparettn, Ga.
SEDIZN Iy w1
Damone/Andrew of Troy bas been pamed prop-
ertycmanager for the 150 W. Jefferson Bulldlng,
Detrolt;11-78 Tech Park, Troy, and 805 E. Maple

INCLUDES... turaiture finished oak cabinets
+ Eurspean ceramic or Tung & Geove Oak Fover « Wood insulated windows
+ 14 birch [ns. natuead stained teim, energy beal. much more

PRICES FROM...$ 179, 900

bulldldg; Blrmingham, Exciting Deaigas & you don’t know w\wmumuw\wmmu\uxmﬂlm :

‘Willizis Adallne will serve as bulldlng manager Qualey Conmruttron by can hurt you. $180.00 por morth
~ Iopthk 150-®: Jefferson Bullding, a 500,000-square- * Accent Buskler, ng, Amencon 12-5 Dally - " -

foot offire tower, * Benivegna Building Co , tne LAUREL Am 981-6550 n‘.c w il
1-75 Tech Park is a 78,000-square-foot light in- - Roux and Asuxiates, (e ESTATES poubypain) \ = urs: uy) ']

dustry complex; the B05 E. Maple building is a * hale American Buikding Co v \ = SALES BY CENTURY 21, HARTFORD SOUTH, INC,

25, WD-squarelool omce/nu\l bullding. Decarated .

Noden ' 464-8787,

GUTMY Comtmvtlun/lnr«:on is sponsoring

iz

1unry: 16 tally 126 Weehends

cdtest (o kick off its remodeling dlvision with n CLOSED THURSDAY

2gapd prize of $7,000 {n remodeling costs. Particl- Sales hy: @

P#s can plek up applications at Quality Conatruc-

1i3d,-7937 Schaefer [n Dearborn, or at any Church's ThePrudential s

Lthber Yards In the area, Harry 8, Wolte, REALTORS® f =
must flll out the application, enclose [RSYSAenY o [PV )

a potor picture of the room they wish to have re-
mbdeled and explaln In 150 words why they want
Deadllne is Aug. 18. Winner
wfl] be announced Sept. 6.

BY
DYNASTY
BUILDERS

, VI'S
TIGIOUS SUB

« Minlmum Ve acre
premiua oty

« Nawral settiog with
ponds & wixuls

o« Near 12 0aks &

Cedarspring Estates

at 11 MILE Road, % Mile East of TAFT Road

: BRADFORD

S WHAT BLOOMFIELD HILLS

Was MeanT To BE,

M On & taminous. muonlit pighy youabaent—|
minded)y stray fram yaur route and are
stenngil to come upon g community of the
finest architecturally designed homes,
sequestered upon L0 seenie aeres of
Bloom(ield Hitls” mast desicable real estate,

rom $179,990 / 2428

ALL these Deluxe Features in BOTH Homes

4 Bedrooms e 2% Baths e Living Room s Comfy Den

Sunken Family Room with Fireplace # Formal

Dining Room e 2-Car Attached Garage e First Floor

Laundry Room e Full Basement @ Oak Wood Bannisters

Stained Woodwork throughout e Wall-to-Wall Carpeting
Wax-Free Linoleum e Whirlpool Dishwasher @ Qak
Kitchen Cabinets o Wnod Windows and Doorwalls'

) “LOCATED IN
THE QUAINT VILLAGE
OF CHELSEA"

194 to Chelsea exit, N. Y2 mile 10 stop Jight, left 1 block.
Models open 7 days 12 noon-5 p.m.
 (313) 475-7810
2.3 bedrooms, 2 baths, 2 car

%n e, full bascment, central alr,
ullt-ins, deluxe floor covering,

You've diseovered The Hills of Lone Pine.
iscrete.village of unique, single- family
vesidences in which expansive natural
acreage, streams, ponels and waterseapes
are mehicwdously maintained for cach
homeowner

Choice two and three level homes available,
starting at SH50,000,

TEXEL LAND COMPANY, INC.
1200 Lone Pine Road

from $188,990 / 2620 Sq, Ft. = .
PARK and WALK-QUT SITES AV/\ILABLE'

Stang ]
R

tio deck & more. R
s IS TRIEMOUNT | "™, ™~ T Bloomficlg Hils, Michigan 5302
Fom °99,900 s g, g | 5 g3 1) oY Love P (313 340-3000  Fax (313) 540-2823
B = iock:
Assoclation ducs: 865.00 per month. Brokers Welcome! e, < A e e T A VanderKloot Development, g

West of Telegraph off Lone Pine Road.
IMlease call for an appointment. Brokers Protected.

Building last phase. Units available

10 MILE
for immediatc occupancy. —

NOVI SCHOOLS!
One of the Premier Residential arcas in S,E.Michigan

[ { t i




