Tax Tricks & Tips,
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It’s often said that owning a home provides a great tax write-off.  While this is true, it is important to understand what those tax write-offs are for 2 reasons.  1) To make sure that you are taking advantage of every available tax deduction, and 2) to make sure that you have the facts to make a sound real estate investments.
There are 2 tax deductions related directly to home ownership that are available to individual taxpayers: real estate taxes and mortgage interest.  Small business owners and employees that use a home office have other tax deductions available…but information about those will be passed along in future articles.

State, local and foreign real estate taxes are deductible on Schedule A.  The caveats to this deduction are that the taxes must be paid during the calendar year, that the taxes must be based on the assessment of the real value of the property, and they must be charged uniformly against all property under the jurisdiction of the taxing authority.  In other words, taxes that are assessed for improvements, or billed in one year but paid in another, are not deductible.
Mortgage interest is deductible for the purpose of buying, building, or improving on a home.  The limits on this include mortgages greater then $1,000,000 and home equity debt greater then $100,000.  To determine your deductible amount, it is best to contact your mortgage company and ask for their calculation, if you don’t automatically receive a 1099 showing this amount.  This information is reported to the IRS by the mortgage companies each year, so it is important that you report an accurate amount on their tax return.

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information, copies of previous articles, or to submit questions for future columns, please visit www.cpamichele.com. 

