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Ten HomeLoopholes to Get More Out of Your House

The average American has most of his wealth tied up in his personal residence.
But if an asset is defined as something that puts money in your pocket, and your
personal residence doesn't do that, is it really an asset? And, if we further define a
liability as something that takes money from your pocket, and your home does that,
then isn't your home really a liability?

But, face it - we all need to live somewhere! In an appreciating market it makes
long-term financial sense to take advantage of that appreciation rather than paying
rent and letting your landlord take the appreciation. So, how do you reconcile the
two ideas? Here are ten Home Loopholes that will help you get more out of your
house and, at the same time, take advantage of some amazing tax loopholes.

Home Loophole #1: Live In Your Home For Two Years

Congress has given us a terrific tax gift! For the past seven years, you have
been able to take tax-free gain on your home of up to $250,000 for a single filer
and $500,000 for married, filing jointly. In order to take advantage of this tax-free
exclusion, the rule is that the property must have been used as your principal
residence for two of the previous five years. The five-year period runs backwards
from the date of the sale of the property.
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The calculation for the two-year period is actually a
total of days — 730 days. But, it's not that straightforward. | When the
Short temporary absences for vacations or seasonal | Gefinition of
absences are counted as periods of use, even if the _Il\;mg-ln can
individual rents the property out during these periods of ;rtl)csgndceetsegrf\%orary

: pto

absepce. Note that any absence over one year is not | 11 monthsata
considered a temporary absence. That means that you | time, you havea
could live in your home for one month, move out for 11 | |ot of choicesin
months (during which time you rent the property), move | whereand you
back for one month and then rent it out for another 11 | how you spend the
months and qualify as having it as your principal residence | nexttwo years!

for two years.

For a married couple, the ownership test is met if either spouse meets the
ownership test. However, if one of the spouses has taken advantage of this
loophole on another property within the previous two years, the couple must wait
two years from the date of the sale to take advantage of this exemption on the
current property. Otherwise, the gain exclusion is limited to $250,000 (the amount
of exclusion for a single taxpayer). So, if you get married and your new spouse has
not taken advantage of this exclusion within the past two years and you have lived
there for two years, you have the full $500,000 gain exclusion. If not, you will still
qualify for the $250,000 gain exclusion after the two year period.

| have clients at DKA who don't even work anymore. All they do is buy a
property, fix it up and wait two years until they can sell and take the gain tax-free.
Of course, that type of plan needs good financing, credit lines or a cash reserve to
pull off!

Home Loophole #2: Live in Your Property for Less Than Two Years

In December 2002, the IRS issued a Treasury Regulation that added some great
loopholes for the principal residence if you haven't lived in the property for the full
two years. Prior to this Treasury Regulation, the only guidance we had was in the
IRS Code itself, which said:

“... If the sale or exchange of the residence is due to a change in the
taxpayer's place of employment, health, or, to the extent provided in
requlations, unforeseen circumstances, a taxpayer who does not otherwise
qualify for the exclusion is entitled to a reduced exclusion amount.”
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But, when the IRS issued their initial regulations, at Prop. Reg. Section 1.121-
3(a), they didn’t explain what “unforeseen circumstances” meant!

Most tax practitioners used the unforeseen circumstances loophole very
cautiously. We were then all astonished to see how liberal the IRS's view was when
the new regulations came out. In its new regulation, the IRS defines unforeseen
circumstances as: involuntary conversion of the home (for example, the government
takes your property for a freeway on-ramp), natural or man-made disasters or acts
of war, death, cessation of employment, change in employment or self-
employment, divorce or legal separation or multiple births resulting from the same
pregnancy.

Notice the change in employment or self-employment
loophole. That could mean you get a raise or a demotion. It start or changea
c_ould alsq mean that you start, change or end a small, part- | ool business
time business. In fact, if you want to move from an | yo, can take
appreciated property in which you have lived for less than | advantage of
two years, perhaps the best strategy is to start a small home- | Loophole#2.
based business. Then, all you need to qualify is a change in
self-employment.

Every timeyou

The reduced exclusion amount from the IRS Code quoted in the first paragraph
means that you can exempt an amount equal to either the pro-rata portion of time
lived in the house times the total possible gain exclusion, but no more than the
total gain. In other words, let's say that John and Corrine had only lived in their
home for one year and had reason under this clause to qualify for the special
circumstances. The fraction allowable to them would be 50% (1 year/2 year). John
and Corrine could then take an exemption for half of the possible gain (50% times
$500,000 = $250,000). If they had gain of $100,000, John and Corrine could
exclude all of it. If John and Corrine had gain of $300,000, they could only exclude
$250,000.

Home Loophole #3: Live in your Property for More than Two Years

Do you need to move to take advantage of the equity in your home? The
answer is no. You can simply refinance the property to take the value out of the
property. If the current market interest rates are higher than your existing loan,
consider getting a home equity loan instead. (Read Home Loophole #8 to make
sure that loan is fully deductible.)
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Once your gain (sales price minus basis minus cost of

sales) approaches $250,000 if you're single or $500,000 if | Therecomesa
you're married, it's time to sell and buy the next property. time when it
doesn’t make
If you're in a mid-range priced home in an average ﬁ;;&tj:o MOV,

appreciating area, it's likely that you won't hit that
maximum tax-free gain amount for 5 or more years. As with
most financial decisions — do the math!

depreciation is
minimal and your
appreciation has
maximized.

Home Loophole #4: The Home Office Loophole

If you're an employee, consider starting a small, home-based business. It will
put you on the path of taking control of your financial life (not subject to whims
and decisions of others) andgive you great deductions.

Once you have a business (and by the way, the property management portion of
real estate would qualify as a business), you can now take a deduction for your
home office.

In order to take the home office deduction, you will
need to have a portion of your home used exclusively for
business purpose. You can't use a corner of the dining
room table or the kitchen counter. It needs to be a spot
that is only used for business. And, it needs to be a place

“Exclusive Use’
does not mean
that corner of
your dining room

in which you regularly conduct some kind of business. Lﬂggh{agtgﬁ:njua
_ - _ around to
Once you have established a legitimate home office | cleaning up yet.

expense, you can then either take a pro-rata portion of
the home related expenses such as mortgage interest,
property tax, insurance, utilities, maintenance and the
like. This pro-ration is determined by dividing the square
footage of the business use by the total square footage.
You can also depreciate a pro-rata portion of the home.

The home office
deduction requires
you to have a
space set aside for
business use only.

This deduction goes against the business income if your business files as a
Partnership, Sole Proprietorship, or an S Corporation. If you have a C Corporation, it
will then pay rent to you based on a fair market amount for the square footage in
your area. This is rental income to you, just like any other rental property, and is
then offset by the pro-rata portion of the home expenses.
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Contrary to public opinion (or rather misinformation), the home office deduction
will not put the $500,000 (for married filing jointly) capital gain exclusion in
jeopardy. The IRS tells us that if the home office is part of the same dwelling unit as
the home there is no need to attribute part of the gain to the sale of the principal
residence. If you have taken a depreciation deduction for that part of the home,
then you will need to recapture the depreciation upon sale. But, that's it! You do
not need to pay capital gains tax on the sale.

If your home office is in a separate dwelling unit (such as a separate building
that is not connected or a basement apartment that could be rented out) then you
will need to apportion the gain upon sale. You will need to pay tax on that portion
of the gain.

Home Loophole #5: Renting Rooms

| have clients who have bought large, fixer-upper homes at huge discounts
through pre-foreclosure processes. They often have a much bigger house then they
want, or need, and, for some, the idea of a congenial roommate makes sense.

If you rent out part of your home, you've created a | \y\nat if you had a
business opportunity for yourself just the same as if you | |arge house that you
had a business operating out of it. The difference is that | maintained asa
this is not a home office. In this particular case, you will | principal residence,
have a rental property that is reported on Schedule E. | keptasmall roomin
That means that you can now deduct the pro-rata portion | it whereyou stayed
of home-related expenses against the rental income as | Onceeévery 11
well as the depreciation. months, and rented

therest of it out?
And, when you sell your principal residence, you still | v ¢ have a fully-
get the benefit of the tax-free gain exclusion on the | geductible business
portion of your home that was used for business | and thetax-free
purposes. gain exclusion.

Of course, that begs the question — what if you rent out the main portion of the
home, maintaining just a small room as your personal residence in which you reside
one month out of twelve? As long as you own the home for two years, you've got a
full tax-free gain exclusion by combining Home Loophole #5 and Home
Loophole #1!
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Home Loophole #6: High Income Defense for Loss of Deductions

One of the worst surprises that can happen at tax time is when a taxpayer
discovers that a bonus or raise meant he or she couldn’t take the tax deductions he
or she used to get! As your income increases over $139,500, you will begin to lose
your itemized deductions. The lost itemization is calculated as 3 percent of the
amount your adjusted gross income is over $139,500, but

no more than 80 percent of the total amount of itemized | If you'reahigh
deductions. income earner (i.e.,
your adjusted gross
income exceeds
$140,000), a home-

Certain itemized deductions are not subject to this
limitation, i.e., the deductions for medical expenses, .
. . . office can help you
investment interest, casualty or theft losses and gambling | 1, <2ve deductions
losses. that would

otherwise be
One strategy to avoid the loss of the mortgage | disallowed.

interest deduction is to look for ways to move mortgage
interest offyour Schedule A. One of the best ways to do that is through the use of
the home office deduction. The home office deduction allows you to deduct a pro-
rata portion of the mortgage interest and property tax on a separate schedule
(depending on what type of business entity you are using for your business).

Home Loophole #7: Protect Your Home with LLCs, Revocable
Trusts & Homestead Exemptions

One of the problems in our litigious society is that people will try to sue you.
And, one of the biggest, most visible assets that you have is likely to be the home
you live in. How do you protect it from lawsuits?

There are several methods. First, there is the process of equity stripping. Equity
stripping means that you encumber a property so that there is very little equity in
the property. Basically, that means create more debt.

Some people have tried to create equity stripping by creating fictitious notes
that are then recorded against the title of the property. Personally, I'm against that
type of equity stripping because it's not honest. If you can't say, honestly and
truthfully, under oath the truth about a situation, | would never recommend that
you do it. However, legitimate equity stripping through refinancing and pulling out
the equity, or, securing your equity with a home equity line of credit, is truthful and
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honest. And, if you use that money to purchase other real estate investments, it's

also a great way to grow your wealth.

Another method to protect your home is to use the state allowed homestead
exemption. The amount will vary from state to state ranging from the unlimited

homestead protection amount in Texas and Florida to the
negligible equity protection allowed by California
homestead laws. You can find out the amounts for your
home state at the end of this Special Report, or by
searching online, or by talking to a local attorney.

However, in 2005 the Federal government enacted
new bankruptcy legislation that drastically changed the
rules. Part of the new law was aimed specifically at
curbing abuse by certain wealthy individuals who, when
facing expensive litigation, had liquidated their holdings
and purchased expensive real estate in an unlimited
homestead exemption state like Florida, effectively
sheltering their assets from creditors. Under the new
bankruptcy law you must have lived in a state for 40

Homestead laws
changed in 2005.
Now you must have
lived in a state for
40 months before
you can take
advantage of its
homestead laws.
Thisisparticularly
relevant for states
like Florida and
Texas, which have
unlimited
homestead
exemption amounts.

months before you are able to file for a homestead exemption under its laws. If you
have lived in a state for less than 40 months you are only entitled to a homestead
exemption of $125,000. And, if you've been convicted of a felony or a securities
law crime anytime during the preceding 10 years, you can't use a state's unlimited
homestead exemption at all no matter how long you lived there if the bankruptcy
court can establish a link between your crime and the declaration of bankruptcy.

Until last year, those were the only asset protection
devices available. The problem with that asset protection
strategy was that if you transferred your principal
residence into a limited partnership (LP) or limited liability
company (LLC), you risked losing the mortgage interest
deduction and the future tax-free gain exclusion. But, the

Holding your
principal residence
inan LLC taxed as
a single-member
disregarded entity
can give you both

IRS, in the same Treasury Regulation that defined the less
then two year residency requirement and the new home
office rules, also stated that you can move your personal
residence into a single-member, disregarded for income
tax purposes, LLC. That means that you can now receive

asset protection and
all of the great tax
advantages LLCs
offer their owners.

the same LLC protection for your principal residence that you get for your other
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assets. The single member, disregarded for income tax purposes means that there
can be only one owner and that you will not file a business tax return for this LLC.
By the way, that single member could be you and your spouse, holding title as joint
tenants, community property or whatever is the best way to hold title for your
personal circumstances. You won't lose your mortgage interest deduction and you
won't lose the ability to get tax-free gain from the future sale of your house.

Home Loophole #8: Home Equity Loan Full Deductibility

Many people are using home equity loans to cash-out
excess equity from their homes. This money is then used for

Normally thereis

investments or for personal use. People have been told that
the mortgage interest will be deductible and so it's a way
to convert non-deductible consumer debt (credit cards, car

alimit to the
amount of home
equity interest you
can deduct each

loans and like) into deductible mortgage interest. year. BUL, you can

_ _ break through the
But, at tax time, these people discover that a home | |imit if you can
equity loan isn't always tax-deductible. The same problem | provethat the
exists for a primary mortgage as well. The issue is that you | money was used
cannot deduct interest on a loan (or loans) associated with | for businessor
the acquisition indebtedness that exceeds 1 million dollars. | !nvestment
pUr POSES.

Additionally, you cannot deduct interest related to home
equity debt in excess of $100,000.

Here's the Home Loophole that solves that problem: prove that the additional
debt was used for investment or business purposes and the interest has just moved
from your Schedule A (Itemized Deductions) to the appropriate business form.

For example, let's assume that you have a property that was originally
purchased for $500,000, with a loan for $400,000. The value goes up to $700,000
and you take out a home equity loan for $200,000. Under normal circumstances,
you would only be able to deduct half of the interest attributable to the home
equity loan. However, you know this Home Loophole and so take the deduction for
half of the interest by proving that $100,000 of the equity draw-down went to
buying a multi-unit apartment building. The interest related to the $100,000 is then
deductible as a regular interest expense for your real estate investment.
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Home Loophole #9: Controlled Entity Sale to Step-Up
Depreciation

The next three Home Loopholes relate to the concept of having a controlled
entity that is separate from you. Let's start with a discussion of what is a controlled
entity. A controlled entity could be an S Corporation, C Corporation or a multi-
owner LLC. You would not want to put the asset into a C Corporation because the
real estate would be an appreciating asset. (Never put appreciating assets inside of
a C Corporation.)

It used to be that you could only defer any gain realized from the sale or
exchange of a principal residence if a replacement residence was acquired during
the period beginning two years before and ending two years after the sale. The cost
of the replacement residence had to be equal or more than the sales prices of the
previous residence. But all of that changed when Home Loophole #1 (the tax-free
gain exclusion) came into effect. Now there is no longer any tax deferred gain
hanging over your head. There is simply a tax-free gain provided all other residence
requirements are met.

What this means is a great new Home Loophole for those of you who don't
want to sell your homes but have used up all of your depreciation allowance. You
can now sell your personal residence to a multi-owner LLC at the appreciated value
(that multi-owner LLC can be owned by you and your spouse). As long as the gain
is less than $250,000 (if single) or $500,000 (married filing jointly) you don’t have
any tax. But the LLC receives the property at the increased value and has a new
basis upon which it can calculate depreciation.

There is one last part to this strategy — there must be a bona fide sale. This
means that the sales price is supported and there is proper documentation. The
best of all worlds would be if there was also new financing in place by the
purchasing entity. But, through the use of creative seller-financing documentation,
loans can often be assigned or “wrapped.”

What a great way to grow your real estate fortune! Don't sell your house —

move out and turn it into a rental providing depreciation expense, and no tax
consequences on the increased basis.
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Home Loophole #10: Controlled Entity Sale to Sell Apportioned
Property

Another great Home Loophole is the ability to subdivide :
. . ) . By sdlling

your home and still get the tax-free benefit. Here's how it apportioned

could V\_/o_rk. Let's say that you and your spouse have a property to a
home sitting on a 40-acre parcel. At some point, you get | controlied entity
the zoning changed so that you can sell 39 of the acres to a | you can sub-divide
developer for a $300,000 profit. At this point, you will still | a piece of property
have the home and the remaining acre. A year later, you | andsell it at

sell the home and the remaining acre for a $150,000 profit. | intervalsof more

What part of this sale was taxable? than two years, yet
still retain the tax-

) ) freegain
Home Loophole #1 (the tax-free gain exclusion) allows exclusion

you and your spouse to take the full tax-free gain amount | jequction.
of $500,000 on the combined gain, provided you sell the
remaining part of the split sale within two years. In other words, under this Home
Loophole the total gain ($300,000 + $150,000) was tax-free, provided the home
was sold within two years of the sale of the land. But, what if you sold the home
2'; years later? You've now got taxable gain on the $300,000 portion!

Here's a way around that — you can sell the home to a controlled entity in order
to lock the gain. The controlled entity (a dual ownership LLC) buys at the higher fair
market value (no taxable event for you) and the entity just holds the property until
the sale date. The only possible problem would be if the entity sells in less than a
year for a much greater value. In that case, the sale would be at ordinary income
tax rates because it was held for less than one year. Of course, if you had sold the
house and lost the tax-free gain you would have then had a capital gains rate on
everything. It's one of those issues where you need to just do the math based on
your best assumptions.

The Ten Home Loopholes Strategies Summary

That's the ten strategies that we promised! But, our goal is to always give you
more than you expected, so here’s one more tax strategy for your personal
residence. You might notice that we didn't include the obvious strategies such as
writing off your home mortgage interest and property tax. Those are standard tax
strategies. At TaxLoopholes our goal is to always find the loopholes that only the
rich know about and make them available to everyone.
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Home Loophole #11: Controlled Entity Sale to Save Two Year
Residency

Here's a bonus Home Loophole that takes advantage of the controlled entity
provisions. Home Loophole #1 told us that you could take out tax-free gain if you
lived in your home for two of the previous five years. But, what do you do if you've
turned your home into a rental and the three year window to sell is rapidly closing?
Unless you move back into the house or follow Home Loophole #11, you'll lose the
provision!

But now we have another solution — you can sell the house before your two-
year out of five year residency runs out! Of course, you want to still own the
property and so you sell the property into a controlled entity. This gives you tax-free
gain, an increased depreciation basis and stops the clock from ticking!

Stay in Touch

Tax law changes quickly! Stay registered at TaxLoopholes for your free
eNewsletter updates. We want to be your tax education partner as you continue
growing your business in the best tax-advantaged way. Make more money and pay
less tax using the same tax loopholes that the rich do!

If you want more, consider joining our First Class Lounge. For a low monthly
fee, Members have priority access to Special Reports before they are released to the
general public, as well as our interactive question-and-answer form, Discussions
with Diane. You also have access to our entire database of past articles and
resource materials. If you're not a member of the First Class Lounge yet, sign up
today!
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The TaxLoopholes Guide to State Homestead
Exemptions

(These amounts change frequently and may no longer be accurate when you read this — please
check your state’s web site to make sure you have the most current information before you file
your homestead declaration).

Jurisdiction Homestead Exemption Limits Further Information (State
(principal residence only unless Statute)
noted)
Up to $5,000 in value for single, http://alisdb.legislature.state.al.us/a
Alabama $10,000 for married couple, or up to cas/CodeOfAlabama/1975/6-10-
160 acres in area 2.htm
Alaska Up to $54,000, no area limitation. http://www.legis.state.ak.us/cgi-
Available to homeowner or to home of | bin/folioisa.dll/stattx02/query=alask
dependents. a%2Bexemptions%2Bact/doc/%7B
@2578%7D?

Arizona Up to $150,000, no area limitation http://www.azleg.state.az.us/Format
Document.asp?inDoc=/ars/33/01101
htm&Title=33&DocType=ARS

Arkansas Up to $2,500 in value and %1 acre for | http://www.arkleg.state.ar.us/data/c

city homesteads, 80-160 acres for rural | onstitution/const5.htmI#ARTICLE9
homesteads

California $50,000 for singles, $75,000 for http://www.leginfo.ca.gov/cgi-

married couples, $125,000 for people bin/waisgate?WAISdocID=9164925
65+, mentally or physically disabled, or | 947+1+0+0&WAISaction=retrieve
55+ with an annual income of $15,000

($20,000 for married)

Colorado $45,000 in value, no area limitation. http://198.187.128.12/colorado/Ipex
t.dll?f=templates&fn=fs-
main.htm&2.0

Connecticut $75,000 in value, less any statutory or | http://www.cga.state.ct.us/2003/pu

consensual liens. b/Chap906.htm#Sec52-352b.htm

Delaware None provided. However, in a http://www.delcode.state.de.us/title

bankruptcy proceeding, singles may 10/c049/sc01/index.htm#TopOfPage
claim $5,000; $10,000 married

District of Although not termed a homestead http://dccode.westgroup.com/home/

Columbia exemption, D.C. provides an exemption | dccodes/default.wl

equal to owner's aggregate interest in
real property (No monetary or area
limitations)

Florida Exemption equal to value of property http://www.flsenate.gov/Statutes/in

as assessed for tax purposes (No dex.cfm
monetary limitations) — area limited to

160 acres in rural areas, ' acre within
municipalities
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Jurisdiction

Homestead Exemption Limits
(principal residence only unless
noted)

Further Information (State
Statute)

Georgia Up to $5,000 in value, no area http://www.legis.state.ga.us/htdig/s
limitation. Where declaring earch.htm
bankruptcy, limit increases to $10,000

Hawaii Generally up to $20,000, but the head | http://www.capitol.hawaii.gov/site1/
of a family and persons 65 years of age | docs/docs.aspithrs
or older are allowed up to $30,000 —
no area limitation

Idaho Up to $50,000 in value, no area http://www.state.id.us/laws_rules/
limitation

lllinois Up to $7,500 in value, no area http://www.legis.state.il.us/legislati
limitation. Where multiple owners, can | on/ilcs/chapterlist.html
be increased to $15,000

Indiana Up to $7,500 for residence, up to http://www.state.in.us/ai/law/
$4,000 for additional property — no
area limitation. Co-owner, if also a
joint debtor, may claim additional
$7,500.

lowa No monetary limitation, but a http://www.legis.state.ia.us/lowala
minimum value of $500 - area w.html
limitations of ' acre in a city or 40
acres outside of a city

Kansas No monetary limitation - area http://www kslegislature.org/cgi-
limitations of 1 acre in a city or 160 bin/statutes/index.cgi
acres outside of a city

Kentucky Up to $5,000 in value, no area http://www.Irc.state.ky.us/legresoul/|
limitation egres2.htm

Louisiana Generally up to $25,000, but may http://www.legis.state.la.us/tsrs/sear
include entirety of property in cases of | ch.htm
catastrophic or terminal illness or
injury. Area limitations of 5 acres in
urban areas or 200 acres in rural areas

Maine Generally up to $25,000 in value, but http://janus.state.me.us/legis/statute
may be up to $60,000 under certain s/
circumstances — no area limitation

Maryland Generally, up to $3,000, but in Title XI | http://mlis.state.md.us/#stat
bankruptcy proceedings, up to $2,500
— no area limitation

Massachusetts Up to $300,000 in value, no area http://www.state.ma.us/legis/laws/
limitation mgl/?refer=massgov

Michigan Up to $3,500 in value, area limited to http://www.michiganlegislature.org/
1 acre within a city or 40 acres if not mileg.asp?page=Chapterlndex
within a city

Minnesota Generally up to $200,000 in value, but | http://www.revisor.leg.state.mn.us/s

up to $500,000 if used primarily for
agricultural purposes— area limitation
of V2 acre within a city or 160 acres if
not within a city

tix2002/
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Jurisdiction

Homestead Exemption Limits
(principal residence only unless
noted)

Further Information (State
Statute)

limitation

Mississippi Up to $75,000 in value, area limited to | http:/198.187.128.12/mississippi/lp

160 acres ext.dll?f=templates&fn=fs-
main.htm&2.0

Missouri Up to $8,000 in value, no area http://www.moga.state.mo.us/home
limitation stat.asp

Montana Up to $100,000 in value, no area http://www.state.mt.us/css/govt/mc
limitation a_const.asp

Nebraska Up to $12,500 in value, area limited to | http://www.unicam.state.ne.us/laws
2 lots within a city or 160 acres if not findex.htm
within a city

Nevada Up to $350,000 in equity, no area http://www.leg.state.nv.us/law1.cfm

New Hampshire

Up to $50,000 in value, no area
limitation

http://lwww.gencourt.state.nh.us/rsa
/html/indexes/default.html

encumbrances in value, no area
limitation

New Jersey No homestead exemption is provided, | http://www.njleg.state.nj.us/
but an exemption for personal property
of up to $1,000 is allowed

New Mexico Up to $30,000 in value, no area http://www.state.nm.us/category/go
limitation vernmentnm.html#laws

New York Up to $10,000 above liens and http://www.state.ny.us/

North Carolina

Up to $10,000 in value, no area
limitation

http://www.ncga.state.nc.us/Statute
s/Statutes.html

North Dakota

Up to $80,000 in value, no area
limitation

http://discovernd.com/government/s
tatelaws.html

limited to one city block if within a city
or 160 acres if not within a city

Ohio Up to $5,000 in value, no area http://www.state.oh.us/Government
limitation /State/OhioLegislativeBranch.htm
Oklahoma Unlimited in value, area limited to 1 http://www?2.Isb.state.ok.us/tsrs/os_
acre if within a city or 160 acres if itis | oc.htm
not within a city. However, where
using more than 25% of property for
business purpose, the value drops to
$5,000.
Oregon Generally, up to $25,000 in value, area | http://www.oregon.gov/prod/index.c

fm?CurrPID=846

Pennsylvania

No homestead exemption provided, but
a general monetary exemption of $300
exists.

http://www.pacode.com/

Rhode Island

Up to $150,000 in value, no area
limitation

http://www.rilin.state.ri.us/Statutes/
Statutes.html

South Carolina

Although no homestead exemption is
provided, an exemption for personal
and real property of up to $10,000 in
value may include property claimed as
a residence

http://www.scstatehouse.net/code/s
tatmast.htm
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Jurisdiction

Homestead Exemption Limits
(principal residence only unless
noted)

Further Information (State
Statute)

South Dakota

No monetary limitation, area limited to
one dwelling house and contiguous
lots used in good faith

http://legis.state.sd.us/statutes/inde
x.cfm

Tennessee Generally, up to $5,000, but may be up | http://www.tennesseeanytime.org/m
to $7,500 if claimed by two persons as | ain/government/laws.html
a homestead — no area limitation

Texas No monetary limitation — area limited http://www.state.tx.us/category.jsp?
to 10 acres if within a city or urban language=eng&categoryld=8.6
area, 100 acres if claimed by a single
person in a rural area, or 200 acres if
claimed by a family

Utah Generally, up to $20,000 in value, but | http://www.utah.gov/living/utahlaw
only $5,000 in value if property is not s.html
primary residence — area limited to 1
acre

Vermont Up to $75,000 in value, no area http://www.vermontjudiciary.org/att
limitation orneys/index.htm

Virginia Generally up to $5,000, but may be http://www.vipnet.org/cmsportal/go
increased by $500 for each dependant | vernment_881/virginia_1048/index.
residing on property — no area html
limitation

Washington Generally, up to $40,000 in value, but | http://slc.leg.wa.gov/default.htm
may be unlimited if used against
income taxes on retirement plan
benefits — no area limitation

West Virginia Generally, up to $5,000 in value, but http://www.legis.state.wv.us/State_
an additional $7,500 may be available | CodeffinishedData/toc2.html
in cases of “catastrophic illness or
injury” — no area limitation

Wisconsin Up to $40,000 in value, no area http://www.legis.state.wi.us/rsb/stat
limitation s.html

Wyoming Generally, up to $10,000 in value, but | http:/legisweb.state.wy.us/

limited to $6,000 for a moveable home.

Where property is owned by multiple
owners, each co-owner is entitled to a
homestead exemption.

Copyright © 2006 TaxLoopholes, [LC

5






