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Paul's Real Estate Review

Capital Gains Exclusions
     Determining your principal residence according to the IRS 
for tax purposes if you own more than one home can be 
tricky, but the IRS continues to refine the rules. First of all, 
principal residence can take many forms: conventional home, 
condominium, mobile home, house trailer, tenant-stockholder 
cooperative housing unit—even a boat, as long as it has 
sleeping, cooking and sanitary facilities (a bathroom).
     The difficulties arise when you split your time between two 
different properties during a year. Simply put, the IRS says 
that your principal residence is the home you own and use as 
a residence for “a majority of the time during the year.”
     But of course, there are other considerations. For instance:
¸ the location of your property in relation to your place of 
employment.
¸ the location where your family members reside.
¸ the address you use on your federal and state tax returns, 
driver’s license, automobile registration and voter registration 
card.
¸ the mailing address you use predominantly for bills and 
correspondence.
¸ the location of your banks.
¸ the location, believe it or not, of your “religious 
organizations and recreational clubs.”

Closing Costs
¸ Administration fee ¸ Appraisal fee ¸ Appraisal review fee ¸ 
Closing/escrow/settlement fee ¸ Courier fee ¸ Credit Report 
¸ Document preparation ¸ Flood certification fee: Verifies if 
property is in a federally designated flood zone. ¸ Flood 
monitoring: Monitors flood zone remapping. ¸ Home 
inspection
Home warranty ¸ Homeowner’s association transfer fee ¸ 
Homeowner’s insurance: Usually required to pay the entire 
first year’s insurance at closing. ¸ Homeowners insurance 
impounds: Two months’ worth of premiums. ¸ Lender’s 
Inspection fee: On new property, verifies construction is 
complete with carpeting and flooring installed. ¸ Loan 
discount: “Points.” ¸ Loan Origination Fee ¸ Loan tie-in fee: 
Closing agent’s services dealing with the lender. ¸ Mortgage 
broker fee ¸ Mortgage insurance impounds ¸ Mortgage 
insurance ¸ Notary fees ¸ Pest inspection ¸ Pre-paid 
interest: Accumulated interest between closing day and first 
payment. ¸ Property tax impounds ¸ Recording fees ¸ Sub-
escrow fee: Title insurance company charges this. ¸ Tax 
service fee: Monitors payment of property tax. ¸ Title 
insurance: For clear title to the property. ¸ Underwriting fee ¸ 
Up front mortgage insurance premium ¸ VA funding fee: Paid 
to the VA for guaranteeing your loan. ¸ Warehousing fee: The 
cost of a “warehouse” line of credit. ¸ Wire transfer fee: 
Funds transfer from one account to another.

Credit Cleaning Companies: Illegal! 
     You’ve seen the emails promising to "erase bad credit.” 
Beware! Claims of guaranteed credit repair are out and out 
false.
     A common “strategy”: applying for a new Social Security 
Number, Employer or Taxpayer ID Number — all illegal. 
Another method: inundating credit bureaus with letters 
disputing all negative information on a credit report, in hopes 
they will default on the 30-day limit allowed to respond to such 
requests.
     Credit cleaning companies don’t tell you that inaccurate 
info on your credit report usually can be removed with a 
simple call to the creditor. Be calm and respectful, and you 
may also be able to convince them to remove accurate but 
negative marks as well, especially if there were mitigating 
circumstances.
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