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The information contained herein is for educational use only and should not be construed as tax, 
financial, or legal advice.  Each individual’s situation is unique and may require specialized treatment.  It 
is, therefore, imperative that you consult with tax and legal professionals prior to implementation of any 

strategies discussed. 

 
It was, but is it still?!  Find out what is happening to the market.  Whether you are a homeowner or renter, 
landlord or tenant, the recent boom did not pass you by.  Monica Haven, E.A. will touch on all things real 
estate:  Refinancing options, property tax deferrals, home improvements, homeowners’ and renters’ 
credits, tenant rights, insurance coverages.  Find out how to keep that roof over your head. 

 

 
I. For Homeowners… 
 

A. Taking Title 
 

1. Joint Tenancy with Right of Survivorship (JTWROS) 

 Two or more individuals hold equal and undivided interest in the 
property which passes to the surviving joint tenant(s) outside the 
probate process regardless of any instructions to the contrary that 
may be contained in a will. 

 Placing property into joint tenancy without adequate consideration 
may generate a gift tax liability. 

 Property receives one-half step-up in basis upon death of joint tenant. 
 

2. Community Property 

 Property is owned equally by husband and wife. 

 No automatic right of survivorship—each party may separately will his 
share of the property to a third party. 

 Property receives full step-up in basis upon the death of co-owner. 
 
3. Community Property with Right of Survivorship 

 Effective July 1, 2001 in California. 

 Property is owned equally by husband and wife. 

 Property passes automatically to surviving spouse upon the death of 
the first spouse. 

 Property receives full step-up in basis upon the death of co-owner. 
 

It is important that you consult an attorney before taking title as there may 

be significant legal consequences. 

Who’s buying? 

 Medium income for 1
st
-time buyers is $57,200 

 61% of home-buyers are married couples (down from 70% 10 years ago) 

 77% of 1
st
-time buyers are white—10% are African American 

 
--TIME Magazine, March 6, 2006 
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…know that Louisiana was purchased by the 

U.S. from France in 1803, the year of origin 

identified in our application.  For the 

edification of uninformed FHA bureaucrats, 

the title to the land prior to U.S. ownership 

was obtained from France, which had 

acquired it by Right of Conquest from 

Spain.  The land came into the possession 

of Spain by Right of Discovery made in the 

year 1492 by a sea captain named 

Christopher Columbus, who had been granted 

the privilege of seeking a new route to India 

by the Spanish monarch, Isabella.  The good 

queen Isabella, being a pious woman and 

almost as careful about titles as the FHA, 

took the precaution of securing the blessing of 

the Pope before she sold her jewels to finance 

Columbus' expedition.  Now the Pope, as I'm 

sure you may know, is the emissary of Jesus 

Christ, the Son of God, and God, it is 

commonly accepted, created this world.  

Therefore, I believe it is safe to presume that 

God also made that part of the world called 

Louisiana.  God, therefore, would be the owner 

of origin… 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
B. Financing Issues 
 

1. Loan Points 

 Deductible in 
full in the year paid if itemized on the escrow settlement statement as 
“loan origination fees” and computed as a percentage of the principal 
amount borrowed. 

 Homebuyers are allowed to deduct seller-paid points as an itemized 
deduction. 

 Points paid on a loan to purchase or improve the principal residence 
are fully deductible in the year paid. 

 Taxpayers who refinance to obtain lower interest rates must amortize 
points over the life of the loan. 

 Points paid initially for a line of credit secured by the home are 
deductible over the period of time until the credit line expires. 

 
2. Refinancing 

 

Cash-Out Refinance Home Equity Financing 

One loan and one loan payment Choice of lump sum loan or a revolving line of credit 

The existing mortgage is refinanced for 
a higher overall amount using some of 
the accumulated equity in the home 

Choice to borrow all or part of the homeowner's equity 

Homeowner can get cash and spread 
the payments out over a longer term 

Homeowner has the choice to repay the debt sooner to 
rebuild equity or later to spread cost over a longer term 

Lower interest rate than equity financing Homeowner can borrow more money--sometimes as 
much as 100% of the value of the home 
With a line of credit, interest is paid only on money 
actually borrowed which can be used at any time 
without having to reapply 

http://www.wellsfargo.com/per/home_equity/he_overview.jhtml
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3. Reverse Mortgages 

 A loan against a primary residence which does not have to be repaid 
as long as the borrower remains in the home. 

 Loan amount can be paid to the homeowner in full at the time of 
signing, incrementally or in unequal installments. 

 Home Equity Conversion Mortgage (HECM) is the only reverse 
mortgage insured by the federal government.  To be eligible, the 
borrower must be at least 62 years old and live in a single-family 
residence or condominium. 

 Loan balance plus interest is repaid to the lender upon the death of 
the homeowner, upon sale of the property or if the borrower fails to 
live in the home for a period of 12 consecutive months due to illness. 

 These loans are complicated and often entail “hidden” costs.  
Eligibility for need-based programs such as MediCal may be 
negatively impacted.  Homeowner’s equity may be diminished. 

 Alternatives, i.e. outright sale of the property, should be evaluated. 

 Information is available at http://www.aarp.org/revmort/  

 Call (800) 424-3410 to order free booklet entitled Home Made Money:  
A Consumer's Guide to Reverse Mortgages. 

 
C. Tax Deductions 
 

1. Mortgage Interest 

 Acquisition Indebtedness (after October 13, 1987) 
Debt incurred to acquire, construct or substantially improve he 
taxpayer’s main or second home which must be secured by the 
home.  It is reduced as it is repaid and cannot be increased by 
refinancing.  Indebtedness is limited to $1 million for purposes of 
determining deductible home interest.  Refinancing of acquisition debt 
is considered acquisition debt if it does not exceed the principal 
amount of the original loan. 

 Home Equity Indebtedness (after October 13, 1987) 
Debt secured by the home (main or second) which exceeds the 
acquisition indebtedness and is limited to $100,000 for main and 
second homes combined.  Home equity loans can be used for any 
purpose whatsoever and the interest is fully deductible. 

 Mortgages Incurred (before October 14, 1987) 
All interest on debt secured by a main or second home is fully 
deductible, regardless of the purpose for which funds were used. 
 
 
 
 
 
 
 
 

 
      (available at http://www.bankrate.com/brm/rate/mtg_home.asp) 

LOAN TYPE 
 

11/16/06   +/- LAST WEEK 

30 yr fixed mtg  5.74%   5.80%  

15 yr fixed mtg  5.49%   5.52%  

5/1 ARM  5.55%   5.57%  

30 yr fixed jumbo mtg  6.06%   6.10%  

5/1 jumbo ARM  5.73%   5.76%  

http://www.aarp.org/revmort/
http://www.bankrate.com/brm/rate/mtg_home.asp
http://www.bankrate.com/brm/rate/brm_mtgsearch.asp?product=1&refi=0
http://www.bankrate.com/brm/graphs/graph_trend.asp?product=1&prodtype=M
http://www.bankrate.com/brm/rate/brm_mtgsearch.asp?product=2&refi=0
http://www.bankrate.com/brm/graphs/graph_trend.asp?product=2&prodtype=M
http://www.bankrate.com/brm/rate/brm_mtgsearch.asp?product=6&refi=0
http://www.bankrate.com/brm/graphs/graph_trend.asp?product=6&prodtype=M
http://www.bankrate.com/brm/rate/brm_mtgsearch.asp?product=4&refi=0
http://www.bankrate.com/brm/graphs/graph_trend.asp?product=4&prodtype=M
http://www.bankrate.com/brm/rate/brm_mtgsearch.asp?product=7&refi=0
http://www.bankrate.com/brm/graphs/graph_trend.asp?product=7&prodtype=M
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2. Property Taxes 

 Real estate tax is deductible in the year it is paid to the taxing 
authority. 

 Prepaid real estate tax can generally be deducted in the year of 
prepayment. 

 Taxes placed in escrow are deductible when actually paid to the 
taxing authority, not when paid to the escrow agent. 

 Penalties and interest on late payments are not deductible. 

 Propositions 60 and 90 allow CA homeowners over age 55 or 
permanently disabled to transfer the base-year value (Prop. 13) of 
their old home to a newly-purchased home of equal or lesser value in 
the same county (or one with an inter-county ordinance) within 2 
years.  Claim forms are available at 
http://assessor.lacounty.gov/extranet/list/forms.aspx?catid=70 

 Propositions 58 and 193 allow CA allow parents, children, and 
grandchildren of homeowners to request that a property not be 
reassessed upon inter-family transfers.  Claim forms are available by 
calling the Los Angeles County Assessor’s Office at (213) 893-1239. 

 
D. Assistance Programs 
 

1. Property Tax Postponement 

 Administered by the California State Controller’s Office, this program 
allows homeowners to postpone payment of part or all of the property 
taxes on their residence. 

 If qualified, the homeowner receives Certificates of Eligibility which 
can be submitted to the county tax collector's office in lieu of 
payment. 

 To be eligible, the applicant must be at least 62 years of age by 
December 31

st
 or disabled at the time of filing and have a total 

household income of $24,000 or less.  He must have owned and 
occupied his home since December 31

st
 of the prior year and have at 

least 20% equity. 

 The postponed amount and interest are not due until the homeowner 
either moves, sells or dies. 

 Interest (currently set at 4%) accrues on the postponed taxes. 

 Claim forms are available at (800) 952-5661 or 
http://www.sco.ca.gov/col/taxinfo/ptp/index.shtml and may be filed 
from May 15

th
 through December 10

th
. 

 
2. Homeowner’s Assistance 

 The Homeowner Assistance Program is a separate and distinct 
program administered by the Franchise Tax Board (FTB). 

 The homeowner may participate in both the Homeowner Assistance 
Program and the Property Tax Postponement Program, but any 
amounts received as homeowner's assistance will be applied to the 
state's lien on the property under the postponement program. 

http://assessor.lacounty.gov/extranet/list/forms.aspx?catid=70
http://www.sco.ca.gov/col/taxinfo/ptp/index.shtml
http://www.ftb.ca.gov/geninfo/hra/index.html
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 Homeowners may claim up to 96% of the property taxes they paid in 
the previous year.  The maximum assistance payment is $472.60 and 
is not taxable to California. 

 To be eligible in 2006, the homeowner must have been at least 62 
years of age or disabled, have owned and lived in the home, and 
have had a total household income of $40,811 or less. 

 Homeowner assistance does not create a lien on the house. 

 Form 9000-H can be obtained from the FTB at (800) 338-0505 or 
http://www.ftb.ca.gov/forms/06_forms/06_9000h.pdf.  

 The filing period is July 1
st
 through October 15

th
 and claims can be 

filed retroactively, if the applicant was medically incapacitated in 
previous years. 

  
E. Property Sales 
 

1. §121 exclusion 

 For sales of a personal residence after May 6, 1997, a single 
homeowner may exclude from income up to $250,000 of gain and a 
married couple may exclude up to $500,000 of gain realized on the 
sale.  The deferral of gain rules under §1034 (2-year replacement) 
and the age 55 lifetime exclusion of $125,000 have been repealed. 

 The seller must have owned and used the home as a principal 
residence for at least two out of the five years prior to the sale (the 
two years do not have to be consecutive) and the exclusion applies to 
only one sale every two years. 

 A reduced exclusion amount is available if the taxpayer cannot meet 
the two-of-five year test, but the sale of the home was due to an 
employment change, health reasons, or :unforeseen circumstances.” 

 
2. Tax Deferral 

 Tax on the gain on sale of the property may be postponed by using 
an installment sale, whereby a pro-rated portion of that profit will be 
taxed in future years as the note is repaid. 

 The taxpayer must, of course, pay ordinary income tax on any interest 
income received.  Interest may be imputed (and gift taxes assessed) 
if the rate charged to the borrower is below the Applicable Federal 
Rate (AFR). 

 
 

 
 
3. CA Withholding 

 Effective January 1, 2003, CA requires the buyer (escrow) to withhold 
3-1/3% of the total sales price unless the seller meets certain 
exemption requirements (i.e. personal residence ownership). 

 Effective January 1, 2007, sellers may choose between the original 
withholding method, or elect an alternate withholding amount based 
on applying the maximum tax rate (9.3%) to the estimated gain. 

What’s it worth? 

 check out www.zillow.com  
 
 

Stats 

 Median price of LA County home rose 6.5% to %522,000 

 Number of sales fell by 12.9% 
 

--Los Angeles Times, January 16, 2007 

http://www.ftb.ca.gov/forms/06_forms/06_9000h.pdf
http://www.zillow.com/
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 The withheld tax is reported on Form 593-B and may be applied to 
the taxpayer’s total tax liability in the same way that estimated tax 
payments are used to reduce any amounts due on April 15

th
. 

 
4. Settlement Costs 

 
Settlement Costs Personal Residence Investment Property 

 Seller Buyer Seller Buyer 

Attorneys’ fees (for 

mortgage) 

Reduce Amount 
Realized 

Not Deductible Reduce Amount 
Realized 

Amortize Over 
Mortgage 

Attorneys’ fees (for property) Reduce Amount 
Realized 

Increase Basis Reduce Amount 
Realized 

Increase Basis 

Closing costs Reduce Amount 
Realized 

Not Deductible Reduce Amount 
Realized 

Amortize Over 
Mortgage 

Commissions Reduce Amount 
Realized 

Increase Basis Reduce Amount 
Realized 

Increase Basis 

Condo fees Not Deductible Not Deductible Adjust Deduction Adjust Deduction 

Escrow for utility bills, 

insurance, etc. 

Not Deductible Not Deductible Adjust Deduction Adjust Deduction 

Fire insurance premium Not Deductible Not Deductible Adjust Deduction Adjust Deduction 

Interest Adjust Deduction Adjust Deduction Adjust Deduction Adjust Deduction 

Loan origination fees or 

“points” 

Reduce Amount 
Realized 

Deductible 
Even when paid by 
seller 

Reduce Amount 
Realized 

Amortize Over 
Mortgage 

Miscellaneous abstracts of 

title, surveys, recording of 

deed, etc. 

Reduce Amount 
Realized 

Increase Basis Reduce Amount 
Realized 

Increase Basis 

Real estate taxes Deductible Deductible Deductible Deductible 

State stamp taxes, tax 

service fees, title policy fees 

or title insurance, transfer 

taxes 

Reduce Amount 
Realized 

Increase Basis Reduce Amount 
Realized 

Increase Basis 

 
F. Vacation Homes 

 If the property is used exclusively for personal use, all mortgage interest and 
property tax deductions fall under the same rules as primary residence. 

 If the property is rented for at least 15 days/year, the rental income must be 
reported and the attendant expenses may have to be pro-rated between 
business and personal use. 

 
G. Rental Property 
 

1. Fixing Things 

 Repairs keep the property in good operating condition and do not 
materially add to the value of the property or substantially prolong its 
life.  Repainting the property, fixing gutters or floors, fixing leaks, 
plastering, and replacing broken windows are examples of repairs.  
The costs can be deducted in the year incurred. 

 Improvements add to the value of the home, prolong its useful life or 
adapt it to new uses.  The cost of additions and other improvements 
must be depreciated or added to the basis of the property. 
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2. Depreciation 

 Depreciable property must be used in business and have a 
determinable useful life longer than one year 

 If incorrect (or no) depreciation deductions have previously been 
taken, taxpayers can correct this on the current year tax return by 
following Revenue Procedure 2002-9, rather than filing amended 
returns 

  
3. §1031 Exchanges 

 No gain or loss is recognized if business or investment property is 
exchanged for property of a similar nature.  Even though a poker 
player may exchange his stack of $5 chips for $25 chips, he is “still in 
the game” and does not pay any tax. 

 To qualify as a tax-deferred exchange, the new property must be 
identified within 45 days after the old property is surrendered and the 
new property must be received within 180 days after the transfer. 

 Taxpayer may avoid constructive receipt of funds during the 
exchange process by employing a Qualified Intermediary. 

 
H. Qualified Personal Residence Trust (QPRT) 

 QPRTs involve gifting a personal residence to children or other beneficiaries 
via a trust in which the trustor retains the use of the residence for a certain 
period of time.  At the end of this time, the trust terminates and the residence 
passes outright to the beneficiaries. 

 If the trustor then wishes to continue to live in the residence, he must pay fair 
market value rent to the beneficiaries. 

 The value of this gift is calculated at the time it is made and discounted for 
the value of the retained use of the donor.  However, if the donor dies before 
the end of the retained use, the trust will be included in his estate for estate 
tax purposes. 

 QPRTs can be used as powerful estate planning tools to minimize future tax 
liabilities. 

 
 

II. For Renters… 
 

A. Tenant Rights 
 

1. Rent Control 

 The Rent Stabilization Ordinance 152,120 enacted by the Los 
Angeles City Council on May 1, 1979, protects tenants from 
excessive rent increases and landlords a reasonable return on their 
investments. 

 Contact the Rent Stabilization Hotline at (800) 994-4444 for further 
information. 

 
2. Evictions 

 Landlords may evict tenants who fail to pay rent, violate the rental 
agreement, damage the property, use the rental unit for illegal 

Stats 

 Average rent in LA during Q3 2006 rose 7.4% to $1,546 

 7.6% in Ventura County to $1,452 

 6.% in Riverside County to $1,129 

 10.4% in Santa Clara County to $1,959 

 SoCal occupancy rate rose to 96.2% 
 

--Los Angeles Times, October 19, 2006 



 

Monica Haven, E.A., A.T.A. 
1534 South Edris Drive * Los Angeles, CA  90035 * (310) 286-9161 * FAX (310) 557-1626 * e-mail:  mhaven@pobox.com 

 

8 

purposes, refuse the landlord reasonable access, or sublease the unit 
without landlord approval. 

 The landlord may also seek to recover the unit for personal use, 
demolition of the property or in compliance with a government order. 

 
3. Relocation Assistance 

 Tenants may be eligible for financial assistance if evicted because the 
landlord seeks to recover the unit for personal use, demolition of the 
property or in compliance with a government order. 

 Senior and disabled tenants may be eligible for up to $5,000—all 
others up to $2,000. 

 
4. Repairs 

 If a tenant believes that his rental unit needs repairs, and that the 
landlord is responsible for the repairs under the implied warranty of 
habitability, the tenant should notify the landlord. 

 If the landlord doesn’t make the requested repairs, and doesn’t have 
a good reason for not doing so, the tenant may have one of several 
remedies, depending on the seriousness of the repairs:  Repair-and-
Deduct, Abandonment, or Rent Withholding. 

 
5. Information 

 A free booklet entitled California Tenants—A Guide to Residential 
Tenants' and Landlords' Rights and Responsibilities can be ordered 
from the California Department of Consumer Affairs at (800) 952-
5210 or www.dca.ca.gov. 

 Mediation services are available at: 
 

Loyola Law School’s Western 
Law Center for Disability 
Rights, Los Angeles, (213) 
736-8104; www.lls.edu  
 
Asian Pacific American 
Dispute Resolution Center, Los 
Angeles, (213) 250-8190; 
www.apadrc.org 
 
California Lawyers for the 
Arts; Arts Arbitration and 
Mediation Services, Santa 
Monica, (310) 998-5590; 
www.calawyersforthearts.org 

 

LA County Bar Assn., 
Dispute Resolution Services 
Inc., Los Angeles, (877) 
473-7658, (213) 896-6533; 
www.lacba.org/communityldrs 
 
LA County Department of 
Community and Senior 
Services, Voluntary Mediation 
Services, East Los Angeles, 
(323) 260-2855 
 
Office of the Los Angeles City 
Attorney, Dispute Resolution 
Program, (213) 485-8324;e-mail:  
atty.Iacity.org 
West Los Angeles office, (310) 
202-2837; San Fernando Valley 
office, (818) 756-9601 

 
B. Renter’s Assistance Program 

 Program grants a once-a-year payment from the FTB to qualified individuals 
based on part of the property taxes that they paid indirectly when they paid 
their rent.  The maximum assistance payment allowed is $347.50. 

http://www.dca.ca.gov/
http://www.lls.edu/
http://www.apadrc.org/
http://www.calawyersforthearts.org/
http://www.lacba.org/communityldrs
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 Eligible renters must be at least 62 years of age or disabled, have lived in a 
qualified rented residence in California, paid more than $50/month in rent, 
and had a total household income of $40,811 or less. 

 If the tenant lived in a rented residence with other qualified renters, each 
renter is permitted to file a claim. 

 Form 9000-R may be obtained from the FTB at (800) 852-5711 or 
http://www.ftb.ca.gov/forms/06_forms/06_9000r.pdf and must be filed 
between July 1

st
 and October 15

th
. 

 
C. Non-refundable Renter’s Credit 

 A credit that can only be used to offset an existing state income tax liability. 

 To be eligible, the taxpayer must have been a California resident during the 
tax year, had a maximum adjusted gross income in 2006 of $32,149 (Single) 
single or $64,297 (MFJ).  He must have paid rent for at least half of the year 
for property in California that was his principal residence and must not have 
lived with another person who claimed him as a dependent.  Neither the 
taxpayer nor his spouse must have been granted a homeowner's property 
tax exemption during the year. 

 The maximum credit is $60 (Single) or $120 (MFJ). 
 
 

III. Tax Incentives 
 

A. Moving Expenses 

 The costs of moving household goods and personal effects, travel expenses 
(including lodging but not meals) for one trip by the taxpayer and each 
member of his household, and one month of storage are eligible for 
deduction if he has moved at least 50 miles away. 

 Unreimbursed moving expenses can be claimed on Form 3903 which is filed 
with the taxpayer’s federal tax return. 

 
B. Home Office Deduction 

 The office in the home must be used regularly (continually) and exclusively 
as the principal place of business or to meet clients. 

 If the office is used for administrative purposes, there must be no other fixed 
location where the taxpayer can conduct these activities. 

 Deductions of costs for insurance, repairs, utilities, and depreciation are 
limited to the net income from the business activity.  Mortgage interest and 
real estate taxes can create a net business loss.  Disallowed deductions can 
be carried forward to the following year. 

 Certain fees associated with the sale of the taxpayer’s home could be 
deductible as moving expenses rather than as an adjustment to basis. 

 The business use of a home can convert nondeductible commuting costs into 
deductible travel expenses. 

 Prior-year home office deductions do not disqualify use of the §121 exclusion 
of gain on sale if all other requirements are met by the selling homeowner, 
although depreciation allowed or allowable must be recaptured unless the 
taxpayer can adequately substantiate that no depreciation was taken. 

http://www.ftb.ca.gov/forms/06_forms/06_9000r.pdf
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 Form 8829 is used to claim allowable deductions and is filed with the 
taxpayer’s federal tax return. 

 
IV. Miscellaneous Issues 
 

A. Insurance 
 

1. Homeowner’s and Renter’s Policies 

 Homeowner’s insurance primarily covers the insured’s residence and 
contents against casualty losses.  Most policies also cover the 
homeowner for liability resulting from personal acts. 

 Renter’s insurance covers the tenant’s possessions, but not the rental 
unit. 

 If the insured runs a business out of his home, an insurance rider to 
the current homeowner’s policy or a separate policy may be required. 

 
2. Workman’s Comp Policies 

 Employers are required to carry workers’ compensation insurance 
which covers employee occupational disabilities—illness or injury 
brought on by a person’s job. 

 Workers’ compensation covers lost wages, medical care and 
rehabilitation, but does not cover injuries or an illness which is not job 
related. 

 Some homeowner policies include minimal coverage for occasional 
workers, but most do not cover permanent employees such as live-in 
caretakers.  A separate policy or rider must be purchased.  
Unfortunately, many policies do not cover contract workers such as 
gardeners, tree trimmers, electricians, and other high-risk individuals.  
Make sure to engage only those who can prove that the employer is 
licensed, bonded, and insured. 

 Information is available from the CA Department of Consumer Affairs 
at (800) 952-5210 or 
http://www2.dca.ca.gov/pls/wllpub/wllquery$.startup and the 
Contractors State License Board at (800) 321-2752 or 
http://www.cslb.ca.gov/consumers/default.asp. 

 
3. Excess Liability Coverage 

 Personal liability coverage is included in both auto and homeowner 
insurance and may be adequate for most people. 

 However, if an insured has substantial assets, he should purchase a 
separate umbrella liability policy. 

 
4. Complaints 

 For illegal room additions and remodels or to report a property 
violation, call (888) LA4-BUILD or http://www.permitla.org/csr.  

 
 

 

http://www2.dca.ca.gov/pls/wllpub/wllquery$.startup
http://www.cslb.ca.gov/consumers/default.asp
http://www.permitla.org/csr

