According to the Census Bureau,
our country has nearly 116M hous-
ing units for a population of 330M
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Don’t Let Capital Gains Tax Deter You From Cashing Out on an Investment Property

The Colorado Association of
Realtors reports that the number of
second home sales has jumped 44%

men, women, and children.
Sixty percent of the housing
units are single-family de-
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since the beginning of
Covid in March 2020. So,
whether you own a vaca-

tached homes.

The National Association
of Home Builders states that
roughly 7M of the housing
units (about 6%) are second
homes or vacation homes not
available to rent.

The Census Bureau calcu-
lates there are 20M rental
properties in the U.S., owned
by 14.3M individual inves-
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tion home, second home,
rental home, or short-term
rental condo, you own real
estate subject to capital
gains tax when you sell.
Many sellers of invest-
ment properties take ad-
vantage of the Sec. 1031
tax deferred exchange op-
tion, which allows the

tors. According to www.AirDNA.co,
there are 1.1M short-term rentals.

So, there are over 28M properties
out of 116M that are either vacation
homes, second homes or investment
properties of some type.

If Energy Efficiency in Your
New Home Matters, Call Us.

One of the two value statements
on our yard signs (see logo below)
is “Promoting and Modeling Envi-
ronmental Responsibility.”

If you’re a buyer wanting to
assess the energy efficiency of the
homes you are looking at, you owe
it to yourself to hire one of our
agents, because we know this topic
better than most real estate agents.

In addition to pointing out the
good and bad points of the houses
we show you, our inspectors “speak
green” too, and, as a summer spe-
cial, we are giving buyers we serve
a Free Energy Audit as a closing
gift.

Just Listed: New Build Near Downtown Golden

$1,995,000

This home at 1004 4th Street is truly one- [F
of-a-kind. There are magnificent views of
North and South Table Mountain from the
floor-to-ceiling windows on the main level.
You are within walking distance to down-
town Golden with its famous shops and res-
taurants. This is a 4-BR, 4-bath home on a
corner lot. The wide-open main level floor
plan is great for entertaining, or just appreci-

property owner to put your
full proceeds, pre-tax, to work.

Doing a 1031 exchange of real
estate requires what’s called a
“qualified intermediary” (or QI) and
not the title company conducting the
closing to hold your proceeds until
you reinvest them, and the IRS al-
lows 45 days to identify and 180
days to close on the replacement
property. Sellers cannot “touch” the
proceeds from the sale of your relin-
quished property. The QI must work
with the title company to facilitate
transfer of the proceeds to the new
closing. If a qualifying replacement
property cannot be closed within
180 days, that opportunity is lost
and the gain will be taxable.

Unless the investment property is
inherited at your death, there will be
a capital gains tax liability. For
some, the gain has been so signifi-
cant that perhaps it’s time to pay the
tax and laugh all the way to the
bank with the remainder. Note: You
cannot use the 1031 tax deferral

strategy to sell or purchase a prima-
ry residence.

There are capital gains tax calcu-
lators online, and I’ll post a link to
one at GoldenREblog.com, along
with links about the 1031 process.

To determine your tax exposure,
start with the original purchase
price. What did you pay for the
property when you bought it? Sec-
ond, add up all the money you put
into capital improvements of the
property. Then subtract depreciation
which you took on your tax returns.
The IRS considers investment real
estate’s “useful life” to be 27.5
years. The cost basis of the property
is the amount you paid, plus the cost
of selling it — commissions, settle-
ment fees, and closing costs, minus
the depreciation taken.

An agent in our office calculated
the following numbers for a deal he
is doing and roughly calculated the
net gain. His seller’s unit was pur-
chased in 2016 for $275,000, netted
the owner $10,000 per year in pas-
sive income, enjoying a 61% profit
in just six years, after tax. The
Iucky owner paid the tax man and
was left with roughly $377,000 in
cash after everything was deducted.
Discuss your particular situation
with your CPA if you have one, and,
if not, I can recommend a local firm.
These figures are round numbers
and for the purposes of this article.

I believe in paying taxes. It is

pothole season and street crews are
at work. Fireman are on call and the
police are vigilant. Our national
defense is strong, and we live in the
most prosperous nation in the world
where wealth can be created simply
from smart investing. Be proud, as I
am, to pay your taxes, for you made
a lot of money in a beautiful place
called Colorado.

Austin Pottorff, who deals more
than I do with investors, helped with
the research for this article.

Meet Our Brokers and Me at

the Farmers Market in Golden
Every summer, Golden Real
Estate gets a “showcase” booth at
one of the farmers markets held in
downtown Golden, and Saturday,
June 17th, is our date this year.
Bring your questions about real
estate, or simply come to say
“hello.” We’ll have our laptops
online so we can even help you
look at homes and set up an MLS
email alert matching your search
criteria.
You’ll get to enter a drawing for
a $100 gift certificate to a Golden
restaurant. And bring your reusable
bags — Golden’s is one of Den-
ver’s top-rated farmers markets!
We’ll be there from 8 a.m. to 1
p-m. The market is in the parking
lot next to the Public Library on
10th Street in downtown Golden.

We Welcome Broker Assoclate Kathy Jonke to Team

Kathy, who lives in down-
town Golden, joined our bro-
kerage this Week, We’re no
longer an all-male brokerage. |

She was born and raised in j
Wheat Ridge. With her de-
gree in Geology and Earth| .
Sciences from the University j=_ &
of Colorado at Boulder and
her career with the U.S. For-
est Service in geophysics, she
relocated often, which gave
her the opportunity to renovate houses
and historic commercial buildings,
and also to design and build new
homes. Her passion for real estate led

and she loves helping
people navigate the buy-
ing and selling process
in the local Golden mar-
ket.

Kathy  settled in
"| Golden five years ago
and had a home built in
il the 9th Street historic
district. She is active in
the community, where
; she volunteers with her
frlend Judy Denison (who I featured
recently) at the International Rescue
Committee. She also serves on the
City of Golden’s Historic Preserva-

ating the fabulous views and staying cozy near the gas fireplace. The state-of-
the-art kitchen is a chef's delight. It has a 6-burner stove with an additional grid-
dle and double oven. The refrigerator is oversized, and there is a walk-in pantry.
The primary suite has a spa-like feel with a walk-in steam shower with 3 show-
er heads. There are 2 sinks with quartz counter, a soaking tub an extra-large
walk-in closet. The upper level has two bedrooms, and a tiled 3/4 bath. Outside
the bedrooms, there is a wide-open bonus area with desks, bookshelves and
fantastic views. Above the 2nd floor a rooftop office/reading room that opens to
a private roof-top deck. The lower level could be used as a mother-in-law living
space with its extra-large bedroom with a walk-in closet, large living area with a
wet bar, and its own private patio. Included is a one-year builder warranty. Take
a narrated video tour at www.NorthGoldenHome.com, then come to David
Dlugasch’s open house this Sat., 11 to 2. Or call him at 303-908-4835 to see it.

Kathy to become a real estate broker, tion Board.
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Broker Associates:
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