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Preface 

It won’t be the economy that will do in investors; it will be the investors themselves.

—Warren Buffett 

As we write this book the United States economy seems headed toward a recession. Some say it is already here and others think we can fend it off. On the real estate front, it is clear that the housing market is in a slump. Commercial real estate is fairing a little better, but office vacancies are starting to rise. Inquiries about how to avoid foreclosure are more common than those about how to structure new deals.

So why are we writing a book about tax strategies for real estate investors? The tax strategies that are the focus of this book are not tied to economic conditions. When conditions are good they can significantly enhance investment return, and when economic conditions are bad they may be the only source of investment return. Real estate market cycles remind us that real estate is a long-term investment. There are always good deals out there for the patient and informed investor. In fact, some argue that the best deals come when the market is down.

Regardless of economic conditions, the Internal Revenue Code can, ironically, be the key to building wealth with real estate. It contains many provisions that reward real estate ownership by reducing, deferring, and sometimes even eliminating taxes for those who invest in and own real estate. Investors who do their homework and use these tax code strategies can weather economic conditions and continue to build wealth.

The challenge is that the IRS does not make it easy to defer or eliminate taxes. Even some of the most popular real estate tax strategies, such as like-kind exchanges, require understanding complex rules and requirements. The first step in using tax strategies is knowing about them, and the second is planning for them. Only then can you take the third step of working with your tax advisor to implement your strategies.

This book is not meant to provide tax advice for any particular situation but to reveal tax and legal strategies that can be used by real estate investors. Part One covers strategies for keeping more income by using expense and loss deductions, including depreciation. Part Two focuses on how to defer or eliminate taxes when selling real estate by using the principal residence exclusion, installment sales, like-kind exchanges, and tenant-in-common investment. Part Three focuses on risk reduction and explains how to protect your assets and use the right ownership structures for holding real estate. Part Four combines real estate and family matters, such as estate planning, family limited partnerships, and stepped-up basis. Finally, Part Five addresses several special topics, like investing in real estate with an IRA and owning foreign real estate.

The breadth of information covered in this book is significant, but it is required reading for any real estate investor or anyone who advises them. The difference between owning real estate and being a real estate investor is that an investor knows how to maximize the investment. A big part of maximizing an investment is proper tax planning. What good is buying low and selling high if a majority of the gain is lost to taxes? We sincerely hope that this book will introduce you to strategies that you can use to build wealth, save taxes, protect your assets, and create a more secure financial future.


CHAPTER 1 

Real Estate and Taxes: 
The Groundwork 

Great things are not done by impulse, but by a series of small things brought together.

—Vincent Van Gogh 

Real estate is on everyone’s mind. More people are visiting real estate-related websites than ever before. In fact, we are so tuned in to real estate that the market cycles affect our mood. When the real estate market is down we worry. When the market swings back up we feel confident. Despite all the attention, few real estate investors really know how to plan and manage their investments for maximum profit. Smart investors know that there are three primary ways to build wealth with real estate:



1. Appreciation 

2. Cash flow 

3. Tax advantages 



This book focuses on the tax advantages. We outline tax and legal strategies used by successful real estate investors to build and keep their real estate wealth. Some of these strategies are simple and some are complex. The great thing about tax and legal strategies is that they are not tied to market conditions. You can use these strategies in conjunction with smart investing to achieve positive results in any kind of market. First, however, you need to understand the basics of real estate and taxation that lay the groundwork for success.

OUR TAX SYSTEM 

Congress passed the first income tax around 1861 to pay for the Civil War. It was 3 percent! Since that time the tax laws and rates have seen dramatic changes. The Internal Revenue Code (the tax code) and the rules, regulations, procedures, tax court opinions, and other materials that supplement the tax code fill volumes. The most recent major changes were made as part of the Jobs and Growth Tax Relief and Reconciliation Act of 2003 (2003 Act). The 2003 Act reduced both the capital gain tax rate and the dividend tax rate to 15 percent. Both are set to expire January 1, 2011. Tax changes are inevitable, especially changes to tax rates, but many basic concepts remain the same.

Types of Income 

There are three general categories of income in our federal tax system:
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Tax-Free Income 

It is not hard to guess which one is the best type of income. Tax-free income includes income that is either technically not an increase in wealth or is simply labeled as tax free in the tax code because of a government policy. Examples of tax-free income can include borrowed money (typically not considered an increase in wealth) or interest on municipal and state government bonds (treated as tax-free income because of policy decisions).

Ordinary Income 

The most common, though usually the least favorable, type of income is ordinary earned income. Ordinary earned income includes income from the performance of personal services, for example, wages, salaries, and other forms of compensation. Other ordinary income includes interest and certain types of dividends.

There are currently six graduated ordinary income rates for individual taxpayers ranging from 10 to 35 percent. A corporation’s ordinary income is also taxed at graduated rates ranging from 15 to 35 percent. Estates and trust tax rates on ordinary income also range from 15 to 35 percent, although the rates graduate faster. These graduated rates mean ordinary income is taxed in a progressive manner: the higher your income, the higher your tax rate. A taxpayer’s highest marginal income tax rate is the highest rate applied to his income. A taxpayer’s effective income tax rate is the average rate that applies to all his income.

There are also other taxes charged on certain income. Most states impose a tax on the federal taxable income of individuals, corporations, estates, and trusts. Depending on the source of the ordinary income, there may be other federal taxes as well. Earned income, like salaries and wages, are subject to FICA (Social Security and Medicare) taxes, which take an additional 7.65 percent of an employee’s salary and a full 15.3 percent of a self-employed person’s income, subject to certain limits that seem to change annually. Investment income, including interest, dividends, and rent, is generally not subject to FICA taxes. So, at least with respect to cash-in-pocket now, rental income from real estate is typically preferred to wages.

Capital Gain 

The final type of income and the most important for real estate investors is capital gain. Capital gain results from the sale or exchange of assets used in a trade or business or held for investment, such as rental property. Capital gains are either short term or long term. Long-term capital gains come from assets that are held for more than one year (that is, one year and a day), and short-term capital gains come from assets held for one year or less. The general rule is that long-term capital gain recognized by individuals is subject to a maximum rate of 15 percent and short-term gain is taxed at the ordinary income rates.

However, there are important exceptions that could change the ultimate rates applied to any gain. Two major exceptions are the recapture of depreciation at 25 percent and the alternative minimum tax. Another exception applies to corporations. Corporations do not receive the lower long-term capital gain rate; short-term and long-term capital gain recognized by corporations are essentially taxed like ordinary income. Plus, corporations can only apply capital losses against capital gains, not ordinary income.

As you can see, different types of income are taxed differently. Income from real estate investing offers several tax advantages.



1. Leverage. Borrowing money to purchase property is a tax-free event that allows you to build wealth through leveraging.

2. No FICA. Most rent from income-producing properties is not subject to FICA like wage income (exceptions include hotel or motel rentals).

3. Low tax rate. Gain on the sale of a property held for more than one year can qualify for the lowest capital gain tax rate.

Alternative Minimum Tax 

One possible exception to many of the tax strategies covered in this book is the big bad alternative minimum tax (AMT). The AMT is an extra tax some people have to pay on top of their regular income tax. The original policy behind the AMT was to prevent high-income taxpayers from paying little or no taxes by using deductions and exclusions. Over time the AMT has expanded, and it now impacts many taxpayers who do not have high income.

The AMT provides an alternative method for calculating your income tax. If this AMT calculation produces a higher tax liability than the regular calculation, then the taxpayer must pay the higher amount. Unfortunately, the AMT catches a lot of real estate investors because a year with a large capital gain (for example, from the sale of a property) can create an AMT liability.

Whether it is the AMT, the recapture of depreciation, or something else, there will almost always be exceptions to the general rules and strategies covered in this book. For this reason, it is critical to work with a competent tax advisor and have a tax professional complete and file your tax return. Another reason why real estate investors need good tax advisors is that while income or gain from real estate activities usually receives better tax treatment than other investments, your bottom line will still be reduced by taxes unless you can find a way to defer or eliminate taxes.

When faced with potentially taxable income and gain, there are essentially three options: pay the tax bill, find a way to defer the tax, or eliminate the tax. The remaining chapters in this book focus on legitimate methods of deferring or eliminating tax, but there are a few more tax concepts that you need to know about before we can dig into actual strategies for tax deferral or elimination.

Important Tax Concepts 

Choosing the right tax strategy depends on understanding your options and how those options are shaped by the way certain activities are characterized or treated for tax purposes. The tax code is full of tests that determine how activities are characterized and how gains or losses are treated. Following are important tax concepts that should give you the vocabulary necessary to make the most of the strategies in the rest of the book.

Realization Versus Recognition 

The most fundamental tax concept for real estate investors to understand may be the difference between realization and recognition of gain. Gain or loss is usually realized at the time a property is sold or exchanged. Gain or loss is recognized when it is included in or deducted from gross income for tax purposes. We usually think of realization and recognition as occurring simultaneously. Earned income from wages or self-employment is typically realized and recognized in the year in which it was earned.

Real estate investing offers a unique opportunity to separate the timing of recognition from realization. As you will see, the primary goal of several strategies in this book is to delay the recognition of gain. For example, in a like-kind exchange (see Chapter 7 for details) a taxpayer may realize gain when he exchanges one property for another, but he does not recognize or pay taxes on the gain at the time of the exchange.

To see the benefits of delaying recognition, consider the following simplified example. Chris purchased an investment property five years ago for $300,000. He plans to sell it now for $500,000. Upon the sale he will realize a $200,000 gain. This realized gain will also be recognized, and he will owe at least $30,000 in taxes. If Chris exchanges the property in a like-kind exchange, instead of selling it, he will still realize a $200,000 gain but will not have to pay the $30,000 in taxes since recognition is delayed until a later time.


OPTION 
AGREEMENTS 

Selling someone an option to buy your property puts cash in your pocket but can avoid recognition of gain. The option agreement must be drafted properly, including a right to a refund if the option buyer does not follow through and acquire the property.



Adjusted Basis 

Another important concept real estate investors need to know is adjusted basis. Adjusted basis is important because it is used to determine your taxable gain or loss. Taxable gain is the amount you realize from a sale or exchange of property that is more than its adjusted basis. The adjusted basis of a property is your original or cost basis plus certain additions and minus certain deductions. A buyer’s cost basis can be summarized as the buyer’s cost to purchase the property. The cost basis includes amounts paid in cash or other assets and certain debt incurred. It also includes broker commissions, closing and title fees, and capitalized legal and accounting fees. Adjustments to the cost basis are made over time for certain costs incurred, like capital improvements and depreciation. Figure 1.1 shows a typical example of adjusted basis as determined at the time of sale.

Investor Versus Dealer 

The label you are given by the IRS can have a significant impact on your bottom line and the tax strategies available to you. Real estate investors need to know the difference between investor and dealer activities. In most cases, the best tax rates and advantages go to investors.

Unfortunately, investor versus dealer status is one of those murky areas that get tax professionals tongue tied. We think of a dealer as someone who holds property primarily for sale to customers in the ordinary course of his trade or business (for example, a subdivider or developer). An investor, on the other hand, is someone who holds property primarily for appreciation.
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FIGURE 1.1 Adjusted Basis (sample) 

There are no hard and fast rules, but following are some of the more common factors that the tax courts have used to decide whether someone is an investor or dealer:
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The label is important since different tax rates apply to investors and dealers. Investors get to apply the currently lower long-term capital gain rate on gain from the sale of properties held longer than one year. In contrast, dealers must normally pay ordinary income tax rates on gain, which could also trigger self-employment taxes. The 2008 maximum tax rate on ordinary income is 35 percent, more than double the maximum rate on long-term capital gain of 15 percent.

In addition, certain tax strategies are only available to investors. Only investors can qualify for like-kind exchanges or installment sales tax treatment. A dealer may be able to use these strategies under very limited circumstances. The investor/dealer label is applied to each property transaction, so individuals who are normally dealers can be investors with respect to a particular property. For example, a building used by a dealer in his trade or business may be considered an investment. Of course, someone who is normally a dealer will have a harder time proving that she is an investor.

Should the IRS challenge your claimed investor status, you have the burden of proving that you are indeed an investor. Keep good notes and records that reflect your intent at the time you purchased the property. Organizational documents for entities that hold property should reflect your investment purpose. In a partnership, for example, the partnership agreement could include an investment purpose provision. Most importantly, before you take a position on whether you are an investor or dealer, meet with a qualified tax advisor.


DO YOU PLAN TO 
SUBDIVIDE?

Section 1237 of the tax code provides that a taxpayer will not be treated as a dealer solely because he subdivided a parcel of property for sale. This section includes several qualifications that you need to go over with a tax advisor and only applies to parcels for which no more than five subdivided lots are sold.



Estimate Your Gain or Loss and Tax Liability 

With these important tax concepts under review, it is time to start doing the math. Knowing your potential tax liability can be a real motivator. To estimate gain or loss and the potential tax liability on the sale of your property, follow these steps:



1. Determine the net sales proceeds.

 – Net sales proceeds are equal to the gross sales price minus the selling expenses. A rule of thumb is that the selling expenses (sometimes called cost of sales) for an investment property can run to 10 percent of the selling price. Selling expenses can include real estate commissions, attorney and accountant fees, settlement and escrow fees, title insurance, and related closing costs.

2. Determine your adjusted basis in the property.

– The original basis of a property you buy is usually its cost; however, your basis may be something other than the cost if you if acquired it by one of the following means:

• A gift—your basis is the carryover basis of the property from the benefactor.

• Inheritance—the basis can be the full fair market value of the property at the time the property is transferred, which could eliminate the need to pay any tax on the sale of the property.

• Like-kind exchange—the basis of the new property is the substituted basis of the exchanged property.



As discussed earlier, the cost basis is usually adjusted up or down over time for certain additions and deductions.



3. Determine the total gain or loss on the sale.

– The total gain or loss on the sale of a real property is calculated by subtracting the adjusted basis from the net sales price.

4. Adjust the total gain, factoring in accumulated depreciation and suspended or carry-forward losses from the property.

– If you have losses that have carried forward during your ownership, deduct them from the net sales proceeds. Suspended or carry-forward losses are those losses that you could not use in prior tax years because of limitations.

5. Determine whether you have held the property for more than one year and whether you are an investor or dealer.

Example: Say you are selling an investment property to a buyer for $500,000. Your cost to purchase the property five years ago was $300,000. At the time you sell, you have taken $28,300 in depreciation, and this depreciation is the only adjustment to your cost basis. This means your adjusted basis is $271,700. Your sale costs (commissions, title fees, attorneys’ fees, ) are 10 percent of the gross sales price or $50,000. Figure 1.2 shows gain on sale for this example.








	Selling Price 

	$500,000




	Less costs of sale 

	($50,000)




	Less adjusted basis 

	($271,300)




	Gain on sale 
	$178,700
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FIGURE 1.2 Gain on sale 

Assuming you are an investor and have held the property for more than one year, your gain is subject to the long-term capital gain rate of 15 percent, except for the amount of depreciation taken, which will be subject to the depreciation recapture rate of 25 percent.

[image: 9781598697605_0020_002] 

Do not forget to also take into account your state capital gain tax liability, if your state has one. The federal and state capital gains tax rate applicable to you is called your combined capital gains rate.

Figure 1.3 shows the income tax liability for this example.

[image: 9781598697605_0021_001] 

FIGURE 1.3 Income tax liability 

SALES PRICE 

In the previous example, the investor knew the sales price of the property. If you do not have a buyer yet and want to estimate your potential tax liability, you will need to estimate the value of the property. The most accurate estimates of value will come from a professional real estate appraiser. Although these property-specific appraisals are not free, they are worth the cost since they can be used as independent valuations for tax purposes. Appraisers traditionally use one or more of three basic valuation techniques to estimate the current value of a property: the sales comparison approach, the cost approach, and the income capitalization approach (for larger income-producing properties).


BUYING INCOME 

When buying an income-producing property, estimate the value based on the expected income. You may also want the right to terminate the transaction if the property is not generating the expected income at the time of closing. You may even want to have the seller guarantee the level of income for a minimum period of time. If the property fails to generate the required level of income, the purchase price would be adjusted.



OUR LEGAL SYSTEM 

The legal system, just like the tax system, offers several advantages to real estate owners and investors. Our laws define property rights and offer ways to protect those rights. In this section, we review the way our laws define and classify different types of property and establish how it can be owned and transferred.

Forms of Property 

There are basically three forms of property related to real estate: real property, personal property, and fixtures. Separating the value of real property and fixtures from personal property is necessary for calculating things like depreciation deductions. Sometimes we refer to real estate and real property or realty, but it means the same thing—land and anything permanently attached to it. There are times when the value of real estate needs to be apportioned between the land and improvements or buildings.

In contrast, personal property is movable property. Personal property is typically without title, unlike real estate, and is transferred with a bill of sale. There is also an in-between class of property called fixtures. A fixture is a piece of personal property that is permanently attached to real property. For example, a ceiling fan starts out as personal property until it is attached to the ceiling, at which time it becomes a fixture. Once something becomes a fixture it is included as part of the real property.

Forms of Ownership 

There are different forms of ownership, and each one comes with different rights and imposes different obligations on the owners. Fee simple is the most common way real estate is owned in the United States. It is the most complete form of ownership and is required by almost all lenders before they will loan money to purchase or improve the property. Property owned by a single individual is straightforward. If a property is owned by more than one person, then there are a few types of concurrent ownership that could apply, each with very different consequences.

Joint Tenancy 

The most common type of co-ownership and the one typically used by a husband and wife when they purchase a home is called joint tenancy with right of survivorship, or joint tenancy for short. In most states, creating a joint tenancy with right of survivorship requires a specific reference in the deed; otherwise, the default will be tenancy-in-common.

With joint tenancy each joint tenant is treated as having an equal interest in the property. The right-of-survivorship feature means that if one owner dies the deceased owner’s interest in the property automatically passes to the surviving owner. The result is that the deceased owner’s interest in the property simply evaporates.

This automatic transfer of ownership to the surviving joint tenant(s) is significant for at least two reasons. First, the transfer cannot be changed by provisions in a will or trust. Second, the property is not subject to probate—a local court administrative process.

Tenancy in Common 

Tenancy in common is most often the default form of joint ownership. Each owner is referred to as a tenant in common and is regarded as owning separate and distinct shares of the real property, which may differ in size. This form of ownership is often used when the owners are not married or the owners have contributed different amounts to the purchase of the property. Tenants in common have no right of survivorship. This means that if one owner dies his interest passes by inheritance either through his will or trust or by intestate succession (without a valid will or trust). If an owner wants to break the joint ownership, he must file a lawsuit to cause a partition of the property or order a sale where physical partition is not practicable.

Legal Entities 

Title to real property can also be held by a corporation, partnership, limited liability company, trust, or estate. There are different tax advantages and asset protection opportunities to each of these types of entities. Chapter 10 covers how to choose an appropriate ownership structure for your real estate. Generally, limited liability companies and certain types of partnerships are the preferred entities for real estate investors.

Other Ownership Methods 

Other ownership structures that deserve mention are cooperatives, condominiums, and real estate investment trust (REIT) shares. A cooperative housing corporation, or coop, is a corporate entity established to construct, maintain, and operate an apartment building for the benefit of its tenant shareholders. Each shareholder tenant has a lease with the corporation that entitles her to the exclusive use of a specific apartment. By contrast, the owner of a condominium unit owns her particular unit and has an undivided common interest in the underlying land and improvements. A variation of the condominium is the townhome. The owner of a townhome typically owns her unit and the land under it but may share a wall with another unit under a party wall agreement.

Finally, there is REIT. REITs are not going to be the vehicle of choice for most real estate investors buying specific property, so we do not discuss the details of qualifying for REIT status. While most investors are not going to start their own REIT, it is becoming popular to invest in REIT shares as a way of owning real estate, particularly expensive commercial real estate projects.

REITs are corporations, trusts, or associations that must qualify for special tax treatment. REITs normally own large income-producing properties and have many owners, and some are publicly traded. Owning a publicly traded REIT can be a great way to diversify a stock portfolio with real estate without the headaches that come with being a landlord. Plus, REITs are required to distribute 95 percent of their taxable income (not including capital gain) to their owners, so it can be a good source of income.

CLOSING NOTES 

After learning the basics in this first chapter, you are ready to discover the tax and legal strategies outlined in the rest of the book. Remember, while a tax professional may file your returns, it is up to you to take action and document your activities in ways that enable you to use the best tax and legal strategies. Below is a list of things to keep in mind from this chapter as you move forward.

• Income and gain from real estate is preferred to wage and salary income because it is taxed at lower tax rates and there are more available deductions and exemptions.

• Gain from real property held for more than one year receives preferred long-term capital gain treatment.

• Real estate investor status is preferred to dealer status in most cases.

• To estimate gain or loss and potential tax liability for a property you need to estimate the value of the property and determine the property’s adjusted basis.

• A real estate investment may contain several different forms of property that need to be classified and assigned a separate value to calculate things like depreciation and taxes.

• There are many different forms of ownership and ways to hold title to real property that can impact the way the property is transferred and the available tax strategies and asset protection options.


PART ONE 
Keep More Income


CHAPTER 2 

Maximize Home and Rental 
Property Write-Offs 

An investment in knowledge pays the best interest.

—Benjamin Franklin 

Ben Franklin spoke the truth, especially if you own real estate. Knowing how to use expense and loss deductions properly can increase your after-tax return. You can even start at home, which is convenient since the first significant real estate purchase most people make is their home. After purchasing a home, many people move on to rental property. Fortunately, the Internal Revenue Code provides tax incentives to both homeowners and rental property investors. These tax benefits can enhance your return when the real estate market is good and may be your only return on investment when the real estate market is in a slump.

In this chapter, we focus on many of the expenses and deductions that make home and rental property ownership so enticing. However, if you are a real estate investor you will also need to carefully read the next chapter where we cover perhaps the most significant tax deduction— depreciation. In the next chapter, we also explain how the IRS limits the use of all deductions with the passive activity loss rules.

PRINCIPAL RESIDENCE EXPENSES AND DEDUCTIONS 

In this section, we outline some the most commonly used expenses and deductions available to homeowners, including home mortgage interest, points, and home office expenses. We also discuss the difference between making improvements and repairs to your home and what that means to your bottom line.

Deducting Mortgage Interest 

One of the biggest reoccurring tax advantages of owning a home is the ability to reduce annual income taxes by deducting home mortgage interest payments. Generally, home mortgage interest is any interest you pay on a loan secured by your principal residence or a second home. Home mortgage interest can come from a home purchase mortgage, a second mortgage, a home equity loan, or a line of credit as long as it meets certain tests. Home mortgage interest specifically excludes interest paid on personal loans. Personal loans include things like automobile financing and credit cards.



The initial tests you must pass in order to be able to deduct home mortgage interest are:



[image: Il_9781598697605_0029_001] You must file Form 1040 and itemize deductions on Schedule A; 

[image: Il_9781598697605_0029_003] You must be legally liable for the loan; and 

[image: Il_9781598697605_0029_005] The mortgage must be a secured debt on a qualified home.



Form 1040 is the U.S. Individual Income Tax Return. Schedule A is for taxpayers who itemize their deductions rather than take the standard deduction.

As the rule says, you must be legally liable for the loan. You cannot deduct interest payments you make for someone else (like a family member) unless you are legally liable to make them. In addition, the loan must be a bona fide debt that is intended to be repaid, and it must be secured by a qualified home in which the taxpayer has an interest.

A qualified home can be a house, cooperative apartment, condominium, mobile home, house boat, or any other property that has basic living accommodations such as a sleeping space, a toilet, and cooking facilities. If you are building a home, you may treat it as a qualified home for up to twenty-four months provided it becomes a qualified home when it is ready to be occupied.

Next, repayment of the loan must be secured by the qualified home. To be secured, the taxpayer must have signed a legal document, typically a mortgage or deed of trust, that: (1) makes the home security for repayment on the loan, (2) provides that the taxpayer’s home could be used to pay off the debt in the event of default, and (3) is recorded or otherwise perfected based on local and state law.


HOME MORTGAGE INTEREST VERSUS PERSONAL LOAN INTEREST 

The possibility of interest deductions, and lower interest rates, are why many advisors recommend paying off nondeductible interest on automobile loans and credit card debt with a home equity loan.





If these tests are satisfied, most people are able to deduct the full amount of all of their home interest payments; however, there are limitations. Your home mortgage interest deduction is limited to the total of the:



1. Maximum allowable home acquisition debt; 

2. Maximum allowable home equity debt; and 

3. Grandfathered debt.



Home acquisition debt is a loan secured by a qualified home, taken out after October 13, 1987, and used to buy, build, or substantially improve the qualified home. Only debt that does not exceed the cost of the home plus improvements can be home acquisition debt. The maximum home acquisition debt allowed (including your primary home and a second home) is $1 million ($500,000 if married and filing separately). This limit is reduced by grandfathered debt, which we will explain later. Plus, if you have excess home acquisition debt you still may be able to deduct some or all of your interest payments if it qualifies as home equity debt.
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