Contents at a Glance

JOEPOAUCTION ...aaeeeeeeeeeeeeeeeeaeeeennaaaeeeennnaseeesnnnsseeeennnsanees ]

Part I: Seeing a Second Home in Your Future..................7

Chapter 1: The Lowdown on Buying and Owning a Second Home..............cccceuenene. 9
Chapter 2: Figuring Out Whether You Can Afford a Second Home............cccceeuen.... 25
Chapter 3: Considering Your Second-Home Options.........cccocevveververciersiensienveneenne 39
Chapter 4: A Second Home Is All about Location ..........ccccccoevvevieneenencensiensieeeeseene 63

Part 1I: Searching for Vour New Home and
Sealing the Deal ...............ccccueeeeeiiceeaaaiacccaicaiaannnnneeenn 83

Chapter 5: In Search of the Perfect Second Home: What You Can Do....................... 85
Chapter 6: Relying on the Experts When Buying Your Second Home...................... 103
Chapter 7: Inspecting Your Second Home before You Sign on the Dotted Line.....115
Chapter 8: Financing Your Second Home and Closing the Deal...........c..cccccevvruenene 133
Chapter 9: Thinking Like a Global Home BUuyer..........ccccccoecieniinienennennenienieneeneens 161

Part I1I: Making Your Second Home a
Smart Investment ............ccceeceeeeaeeeiseeeisseecsseeesaceees 117

Chapter 10: Setting Up YOUYr NeW DigS.....cccccviiiiieiiieiieiecieciecee et 179
Chapter 11; Renting Out Your Second Home to Pay for Itself ...........cccoovuvriennnnnnn. 195
Chapter 12; Investing in Your Investment: Renovations That Pay Off..................... 219
Chapter 13: Handling the Maintenance and Upkeep on Your Second Home.......... 239
Chapter 14: What Uncle Sam Wants to Know: Important Tax Implications............ 257

Part 1U: Home, Sweet Home: Retiring to
Vour Second Home................cccccueciieeeicicenaccceeacceceeaces 27 1

Chapter 15: From Landlord to Resident: Living Permanently in

Your Second HOME.........cccuiiiiiieiieieciecteeteeteete ettt saeete s e st e saesaeesne e 273
Chapter 16: Selling Your Primary Residence and Settling into
Your Second HOME.........cccoooiiiieiiiiicieciecieeteete ettt sve v ae e st e ssaesaeesae e 291

Chapter 17: Protecting Your Home for the Future .............ccccooevvevieciecicciceee, 313



Part U: The Part of Tens .........ccccceeeeeccccaceneecccceaaaaaans 323

Chapter 18: Ten Popular Second-Home Locations............cccceeeueieiiieeciiencenecieeiees 325

Chapter 19: Ten Ways to Make Your Second Home First-Rate...........cccoevvrerennennnn. 331

Chapter 20: Ten Rules Your Friends and Family Must Follow When Using Your
HOINIE ..ttt sttt b et b e sttt st e e ae b nes 335



Table of Contents

JHEPOAUCEION ....aeeeeeeaeeeeeeeeaeeeeeennnaeeeesennnsseeesnnnsseeeennnannees ]

ADbOoUt This BOOK.......cooiiiiiiiiiiiiieieeectetteee ettt 1
Conventions Used in This BOOK .........cccccoviririiieninieeeeeeeeeeeee 2
What Not t0 Read .....cc.oouiiiiiiiiii e 2
FOOlish ASSUMPLIONS ......cooviiiiiiiiiiieieeietee ettt eae e 2
How This Book Is Organized...........ccoecveviiniiiniinieniiinienienceneesieenieeeeeee e 3
Part [: Seeing a Second Home in Your Future.........cccoccovvvninnennnnee. 3
Part II: Searching for Your New Home and Sealing the Deal.............. 4
Part Ill: Making Your Second Home a Smart Investment................... 4
Part IV: Home, Sweet Home: Retiring to Your Second Home............ 4
Part V: The Part of Tens......cc.ccceeviiiiiiinininiiieeeeneeceteeee e 5
Icons Used in This BOOK..........cccccieieieriirieniieececeeeetese et 5
Where to GO from Here..........c.ooveeeieieieeeceeeeeee e 5

Part I: Seeing a Second Home in Your Future...................7

Chapter 1: The Lowdown on Buying and Owning a Second Home ...9

Identifying Why People Buy a Second Home..........c.ccccceevieviirviinnieniennnnne. 10
A vacation SEtAWAY ......cccevieririiiriiirieriere ettt 10
A place for family and friends to Visit.........ccoceeverviniiniiniiniienen. 10
An investment (in the form of rent money) ..........cccccecceieircnnnnnene. 11
A space to peacefully retire€ t0........coceevverieveneneeieeeeee e 12
Understanding the Second-Home Market ...........cccceevevieneeciiecieesienienneenne. 12
Who is the second-home buyer? ...........cccceeveeveeneeveniienrienieneeneenens 13
Where are people buying second homes? ..........ccccoecvevviervieneenennnen. 15
Getting in on the Second-Home Boom: Are You Ready? ..........cccceveunenne. 15
Finding and Purchasing a Second Home:

On Your Own or with an Agent ..........eceeeeevieiienenineneeeeeeee e 17
What Kind of Second Home t0 Avoid .........ccccoevinininiinienienenenceceeee 18
Are You Saying I'm a Real Estate Investor with

Only TWo HOUSES? YES! ......ooviiiiiiieiieieeieeteetesteee et 19

The Seller’s Game.........cceevvirieriieniiinierteeeeee ettt 19
The buyer’s ame ...........cccveeciiiiieerieceieecee et aeeeaeeas 20
The agent’s Game.........ccoouevereririeeeeee et 20
After You Purchase: Putting Together a Support Team ..........ccccceeuenenn. 21
For the day-to-day responsibilities ...........cccocceevirverceenieeniineeieniens 21
Dealing with the late-night emergency call...........cccccoovveriinennennnnnns 22

Retiring to (And Protecting) Your Second Home..........cccccccevenininvncnee. 24



X

Second Homes For Dummies

Chapter 2: Figuring Out Whether You Can Afford a Second Home . . .25

Evaluating Your Financial Situation: Can You Afford a

Second HouSE NOW? .....c.coiiiiiiiieirinieteieetetete ettt e 25
Looking at your assets and liabilities .........ccccocevvieniiiniininncnnennnnns 26
Evaluating your net Worth..........cccocovveeiiiicinececr e, 26
Figuring your monthly surplus ........ccccoeceeviniiniinniniineiieeeneee 27
Knowing and staying within your limits...........cccccceeveiniininneenennnnns 28
Considering timing .........ccceeveeriereeneeieeie et esreesaeesaeeee e 30
Trying leasing before buying ..........cccecovvvveviiniinieniinienieeeeeies 30

Figuring Out How Much (Second) House You Can Afford ....................... 31
Keep that calculator handy: Adding it Up ......ccccoeveeveeiieeeiieieee. 31
Considering the EXPenses ..........cocecvevverierinieieieeere e 33

How Are You Going to Pay for It? ........cccceevievieiieiiicieceeeeeceeee e 36
Twice isn’t always nice: Two mortgage payments..........ccccceeeueennenne 36
Laying down cold, hard cash ........cccoeceeviiveniiniiiniineicecceeeiee 37
Paying your mortgage with rental income.........c.ccceceevveriinernennnnnns 37

Chapter 3: Considering Your Second-Home Options .............. 39

Narrowing Your Options: What Do You Want? ..........cceceeeevirninneniieneenne. 39

Single-Family Homes: The Most Popular Option ..........ccccceccvevvenenvennen. 42
You as the one-and-only, original owner .........ccccocceevervinincnnennen. 42
The age factor: Modern, older, or historic.........ccceeeuerverieneeciennnns 43
Sizing up your square-feet Needs .........cccceeeevieriiiriienieneeneeeeeeiens 43
Counting up the all-important bathrooms and bedrooms.............. 44
Time to level: One story versus multiple stories .........ccccceeeevuennne 45
Basement or slab? Is one better? ...........ccccocevvvvnieiiiinnnicneeeene. 47

Condos: Fun in the Sun (Or Snow) without the Yard Work ...................... 47
The advantages of condo living..........ccccceeeueeiiiecieeiienienieceeeeieeiens 47
The drawbacks to condo living ..........ccccceeverviirviinieniieniereeneeieeiens 48
Pay up: Condo fees and taxes ..........cecvevervieriieriieniienienieneeneesieeeens 49
For the good of all: Rules for condo owners..........ccccoeceereeneevuennene 50

Townhouses: Your Own Home and Land (Really) Close to Neighbors...51
What exactly is a townhouse? ...........ccccoceverirnieienereeeeeeene 51
Owning a townhouse: Issues and benefits to consider ................... 52

Mobile Homes: More Than a Trailer ..........cc.cceveneninininneninencnencecenes 52
Where to look: Your main options.........ccccecceerieneenieniiennienieenieeneenn. 53
Pros of owning a mobile home ..........cccoceoveriiiniiniiniiinciceceee 54
Potential problems with a mobile home ...........cccccoeeviiriiinnnnnenn. 54

Buying Land and Building a New Home ..........cccccoceniiniininiinnininieee, 55
Going the contractor YOULE ...........cceecveeciiecieecieeieceeeeeee e 55
Putting up a prefab.........ccooooiiieieicccee e 56
ConSIAering COSS......ccuiriimininiiirieieere ettt e e e nens 57
Understanding the time investment ...........cccoceviiniiiniieninnennenienne 59

Contemplating Other Options If You Don’t Want to Buy Outright........... 59
Partnership ..o.c.ooeeoieii e 59

TIMESNATE ....eiiieiiiieceeeee ettt e e e eaaaees 60



Table of Contents

Fractional ownership.........ccccoeviieeiiiiciiiceeeeer e 61
Rent before you buy........ccccceeiieiiiiicieececeeeee e 62
LLC OWNETSIID .oueiiiiiieiieieeee e 62
Chapter 4: A Second Home Is All about Location ................. 63
Asking Yourself Where You Want to Retire..........ccccoevveeieeienienienecieeens 64
Choosing a location that fits your future lifestyle.........ccccceeuenen. 65
Avoiding places that sound good on paper,
but may not be a good match ..........coccevviiiviiniiiniiiniiieeee 66
Where to Look for Your Second Home.............ccccovviiriiniininninnennenieniene 66
Surveying your main OptionsS.........c.cceceverereeirieenieniesieneseseeeeeenees 67
Going the distance: How far is too far away
for a second hOmE? ........ccceeviiiiiiieieciece e 72
What to Look for in Your Second Home’s Area, Now and Later............... 73
COSt Of lIVINE ..ottt sttt 74
GOOd WeAtNEY ..ottt 74
Safety and SECUTITY ......ccvecvierieeieeiecieeeee et ve e 75
HEAItNCATE ...ttt e 75
OUutdOOor aCHIVIIES ..ocuveeeiiceiiiieiieeeecece e 76
Active social life........oociivieriiniiiiieieece e 76
Active cultural life ........cccoviiviiiiniiniee e 77
Property tax 1€Vels ........cooiieiiiiiiniiieeeceeeeteteee e 77
/0] 11\ o U= OSSPSR 78
COVENANTS....ccvieiieiieieetecteste et et e steesteeteeteete e e esaeesseesseessaesesssenssenns 78
INEIGNDOTS ...ttt sae et 79
Home value and appreciation..........ccocceeeeveevieniiensienieneeneeneesieeeens 80
Communities for people older than 55.........c.cccceeveeieiieiieniecieen, 81

Part II: Searching for Your New Home and
Sealing the Deal................ccuuueeeeeeeeeeaaeaciiiiaiiiaiainnnnnnnena 83

Chapter 5: In Search of the Perfect Second Home:

WhatYouCanDo ...........ccoiiiiii i 85
The Do-lt-Yourself Approach: Finding Your
Second Home 0n YOUT OWI.......cociviiiiiiniienieniententeieeeeeie et 85
Deciding whether to be your own real estate agent........................ 86
How much you'll save and is it worth it? .........cccccceevviiieiienieieenns 88
Tackling the task list ........cceoeeviiiiiiiiniecceceeccee e 89
When to Start Looking for a Second Home............cccocevienieniineenenniennenne 89
Are you ready to start 1o0King? .........ccccoeceeviiniininienniinienieneeeeen 90
How long will it take? ......cccoveeiiiiiinieieeeeeeeeeeteeeeeeeee e 91
Taking Advantage of Nearby ReSoUrces........c.ccceevvevvereeneecieesieeieeieeeeene 91
Use the Internet to your advantage ........c..cocceeveeveneeneenenncnnenneenne 91

Read the newspaper (Not the funnies).........cccocceevverciercienieneenennnnnns 95

xi



X'ii Second Homes For Dummies

Take @ r0ad triP.....ccceeeciieeiieeeieeeeece et 96
Rely onthe MLS ..o 97
Keep an eye out for second-home deals ..........ccccceevrriereeneerennns 98
Making an Offer and Negotiating..........cccceeeueeiieriiniienieeneeseeieeieeeeeeeeeee 99
Knowing what the listed price really means..........c.ccceceereeruennnenen. 100
Using an appraiser to help you determine a good offer................ 100
Mastering the art of the offer...........coccoeviniiniiniiniie, 101

Chapter 6: Relying on the Experts
When Buying Your Second Home .............................. 103
How the Real Estate Game Is Played (And Possibly Has Changed)....... 104
Making a Buyer’s Agent Your Right-Hand Man (Or Woman) ................. 105
Defining a buyer’s agent’s responsibilities..........cccceceververeninnnen. 106
Finding the right professional.........c...ccccceeiiviiviccicciecieceeeeeee, 108
ChooSINg YOUT QZENT ......cccvevuiiriieiieieeieeie et 109
Signing an agreement with a buyer’s agent..........ccccccoevvereeneenennen. 110
Using a Transaction BroKer ..........cocevevviininiieniiiniienieneeeeieeeeeeseeneens 111
Do you really need a transaction broker? ..........ccceceeveereinenneenen. 111
Finding a reputable transaction broker.............cccccvreiiiriinnnennneen. 112
Depending on Other Professionals during the Purchasing Process......112

Chapter 7: Inspecting Your Second Home hefore

You Sign on the Dotted Line ...................ccoiiiiinnnnnn. 115
Recognizing the Importance of Your Second Home’s Inspection........... 116
Knowing your rights and options.........ccccceeveeviienniiiccieenieceieee, 116
What gets inspected........ccoceevieciiiiiiiinieceeeereeeee e 117
What inspectors often miss ..........cccceeviereenienienenienecieeeeseeeee 118
Finding and Hiring a Reputable Inspector .........cccccocvviirinninninneniennne 119
Uncovering potential leads ..........ccoceevvieviniiniinniniiinieniceceeee, 119
Looking into licensing requirements ...........ccccccceeeevveeeieenieenneennen. 121
Knowing what to ask a potential inspector ..........cccccecvevvevveenenen. 122
Using the Inspection REPOrt.........cccoevieviieniieiiiciiciecieeeeeeeeeve e 124
What to Do When the Inspection Turns Up Problems..............cccuceu.en.... 125
Getting the seller to fix problems..........cccoccovvievvieniiininninnenenieen, 125
Negotiating over major repairs........ccocceeceevervenviennienieeneeneeseeeeeees 126

This Is It! Deciding Whether to Buy the Home.............cccccoviniinnnnnnncn. 127
Accepting the home’s basic features...........cccoeeeeveecieeciinciesceeneenns 128
Envisioning yourself in the home...........ccccoeivviiriinciniinieeeeee, 128
Taking the inspection report into account ..........cccccceevervenuennennen. 129
Handling Long-Distance Inspections: How to Protect Yourself.............. 130
Understanding Disclosure Statements ........c.cccoccevveevieneenennensensienieenene 131

Chapter 8: Financing Your Second Home and Closing the Deal ....133

Starting the Financing Process.........ccccovvvvirieniiniiniiniciceeeeeeeeeene 134
Understanding how second-home loans

differ from primary-home loans...........ccccoceevveecieneeneeneenieeienee. 134

Fe, FICO, fo, fum: A look at credit SCOYes..........ccoouvvvivvveerieiereeennnns 135

Getting your financial house in order...........cccoceevveriininneenennenen. 138



Table of Contents ~ R[[[

How not to end up house poor...........ccceecvvecieeiieecieceeeeee e, 139
Getting preapproved for a mortgage
before you find your home...........cccceeeveeiiniincieciecieeeeeeeeee, 139
Knowing Your Financing Options.........cccceceevievienieneeneenieeieeieeceeeeeeeens 140
Relying on traditional mortgages.........ccccoccvvverviervieniienveneeneeiennen. 140
Considering financing your home through the seller.................... 142
Adding a second mortgage on your primary home...................... 142
Using a reverse mortgage to buy a second home........................... 143
Borrowing money from family and friends ..........cccccceeverienueennnen. 145
Considering interest-only 10ans...........ccccoecvvevieneeneeneeneeneeseeieenee. 145
Managing the Cash Deal .........ccccocvvviiiiiniiiniiiniieeecccee e 146
The advantages of paying cash .......ccoccevceeveriiniiniiinienieneceeeee, 146
The disadvantages of paying cash ..........ccccovevvinvienieninnnnenniennn, 147
When is a mortgage the smart move? ...........cccoeceveeeercenerenenennen. 148
Who does the transaction? ..........ccceceveviiieninenenneeeeeeeee 148
Knowing What to Expect when Closing on a Second Home.................... 149
Pulling all the paperwork together ..........cccoccovvervienviiniinienenienen, 149
Being prepared: Who to bring with you .........ccccecvvviiniininnnnnnnn. 150
“Sign and date” ad infinitum ............coceeeeeieeieneneneeee e 151
What questions t0 ask .......ccccevueverieinieeeeeeee e 153
What if something’s different on paper
than what you were told? ..........ccooeeieieieieieeeceeeeeee e 153
Buying the Appropriate Homeowners’ Insurance on
Your Second HOmE ..ot 153
How much homeowners’ insurance
do you need for a second home?...........ccocuevveeienienieneecreerenen. 154
Considering flood INSUrancCe...........c.ccoceeeeceeiienienenieneneeeseseeene 155
Finding the best insurance deal ...........cccceceeviirviieiiencienienieeeeee, 156
What Happens After Closing Day? All the Paperwork and Such............ 157
After the closing: A checKlist .......ccevvveveierieriniceeeeeeeeee e 158
File everything on time..........ccccooveveiinincieeeeeeeeee e 158
Transfer the deed ........cccocoveiieirincinincecceeeeeee 159
Pay thOSE taXES....cccueeuieiieiieieciecectee ettt 159
Chapter 9: Thinking Like a Global Home Buyer .................. 161
Contemplating Whether an Overseas Home Is Right for You................. 161
Considering Key Issues When Buying a Home Overseas........................ 163
Relying on a pro to help with the purchase...........cccccocvvrvrennnnen. 164
Understanding how financing differs abroad ........c..ccccccccceeenenen. 165
Comparing property values .........cccceevevvierienienieneeneeneeeeseeeeeeaees 166
Buying a place sight unseen.........ccc.cooceeverviniinninienieneeeeeeee, 167
Pinning down property taxes........c.cccocveveecieecieecieecieceeneeseeseeeee e 168
Dealing with problems after you’ve bought your home................ 168
Marketing your international home and finding renters............... 169
Reporting rental income to Uncle Sam.........cccoccevvieniininninnennennnen. 170
Avoiding Pitfalls When Buying Abroad.........cc.ccoccovviirviiniiiniiininnencnenee. 171
Using the wrong real estate agent..........cocceevevveeviinienennennenneennee. 172

Considering a country’s troubles...........ccccocceveiinineniiiierenenenee 172



Xi(/ Second Homes For Dummies

Where to Look for Your Foreign Home.........ccccoccovviniiniiiniininniicnenee, 173
The neighbor to the north: Canada ..........c.ccoeevveeiecienienieeeeen, 173
The neighbor to the south: MeXiCo........ccccceeciievieeiecieniecieeeeee, 174
Something for everyone: South America..........cccecveevverieneenueenennnn. 175
Where has everyone gone? EUrope..........cccceveeveeciencienviencieneeneenns 175
Tropical paradise: Island homes ...........ccccoeevieiiieciiicciiceeeee, 176

Part I1I: Making Your Second Home a
Smiart Investment ..............ccccccceeeeceeccereencecceeeeeceneeeeas 1T

Chapter 10: Setting Up Your New Digs ......................... 179
Furnishing Your New Home ..........ccccoviiniiiiniiiniiniietccceeeeeeeene 179
Knowing how to budget.........ccccocvevienivinieieeeeeeeeeeee e 180
Budgeting for couches, curtains, and other homey touches ....... 181
Considering new or used furniture ............ccccceeveeevveneeneeneeneennennnn. 183
Putting the right amount of personal touches in your home....... 186
Clothing Matters: Packing It or Keeping It in Your Home........................ 188
Beginning with the basiCs .....c.ccocvviiniininiiiieee, 189
Stashing the right stuff for your stays ..........cccoeceevveeeeneevieceenennen. 190
Adjusting to Your New Environment ............ccccoeeieciieienienieneeneeseeeenee. 191
Get to know your new COmmuUNity .......ccceeevervierceerieeneeneeneenieeeennne 191
Meet your new neighbors.........ccccoveevieciinciinienienececceeee e 193
Chapter 11: Renting Out Your Second Home to Pay for Itself ...... 195
How to Turn Your Second Home into a Cash Cow.......cc.ecceveevievicncncnnen. 196
Will you have to follow someone else’s rules
when renting your home? ..........ccocooiiiiniiniinienieneeteeeeee 196
LOCAtioN IS KEY ..cueiiiiieiiiieeeeeeee et 197
How much to charge........ccooeeieeiiiieeieececeeeeee e 198
Vacationing in your second home............cccccvevieviinviencienciencienieneenns 199
Considering Your Rental Options.........cccceecvevcienienieneeneesenienieeeeeeenens 200
Comparing long- and short-term rentals.........c.cccecovviininninnennnennee. 200
Doing business with family and friends ..........cccccocecneeiiiinnenn. 201
Using Property Managers to Handle the Rental Process........................ 202
The property manager’s role ...........cccceeeeeieecieesieecieeienieseeseeesaeennes 203
How much they charge.......cccoceeiiviiniiniecicecececeeeee e, 203
Finding a reputable property manager...........ccceeveeveereeneeneeuennnn. 205
Asking the right qUESLIONS ........ccccceeirieieieeeceeeeeeeee e 205
Renting Out the Home on Your OWn .......cocceeveviiiniiiniininninieneeieeeeene 207
Getting the Word OUL........cccoveiiieiiieececeee e 207
Advertising your home online............ccccoeveevienienievieecieeiecieeeeeeenne 211
Protecting your investment ............ccoecveveeviieiinsieecienieeeeeee e 213
Doing Business with Renters .........c.ccecvvvievieriiiniiniienieneecceeieeeeeeeeenn 214
SCreening rENTEYS.....ccccoiiiiirrierierientestenieeie ettt te st e sbe e eseeeeesaees 214
Taking security deposits and collecting the rent............c..ccc.c..... 216
Following up with renters...........ccoceeivirineciereececeeeeee e 217

Being Aware of the Downtimes..........c.ccocvvevuieiieeiieniiecieceeceeieee e 217



Table of Contents

Chapter 12: Investing in Your Investment:

Renovations ThatPay Off ............... ...t 219
Understanding the Value of Renovating Your Second Home.................. 219
Adding and remodeling bathrooms .............ccccevievienviincieniinieeenns 220
Remodeling kitchens..........cccceviriiiniiniiniiiieceeeen 222
Renovating master SUIteS........ccocvvviiniineiiiiniineeteeeeeeee e, 223
Adding StOrage SPACE .....ccceeeuieeiiieieeeeeeeete e 223
Replacing the roof ... 225
Improving the outside..........cccceeviiriinieneeceeceeeee e 225
Updating the house for the 21st century .......ccceeveeevevvereeneenennen. 227
Deciding Whether You Want to Renovate.........ccccccoevvvveeniiiinniinnenciennne 229
Planning Your Renovations...........ccecceviiviininnieniienienienccceieeeeeeeeeeeenn 230
Developing a renovation master plan..........ccccocceeeveiecieenieescneennen. 231
Figuring out how long you intend to own the property................ 233
Doing the Work yourself ..........c.ccccooveeienieciecicececeeeeeee e 233
Deciding to use a professional...........ccccceeeveeciirvieeiienieenieneeneeieenes 235
Paying for the improvements...........ccocevceeviiriiniieniieniieniereeeeieee, 237

How long will the renovations take? ...........cccovevvienviinenninnenneennee. 238

Chapter 13: Handling the Maintenance and

Upkeep on Your SecondHome ......................coinnt 239
Deciding Whether to Maintain the Property Yourself: Yes or No?......... 239
Relying on a Property Manager to Maintain Your Property ................... 240

Asking the right qUESHIONS ..........cccciiiviieieeceeeeee e 241
Going over the fine print .........coccoceviririeinieeeeee e 242
Developing a working relationship
with your property manager ..........ccccocceeveeveerieesiensiesnieneeneeneenne 243
Managing Your Second Home from Afar .........ccccooceevveneenenciennensenceennne 247
Identifying who you can rely on .........coccecvvvinvieniienieenienicnecieee, 248
Keeping the lawn and garden looking good:
Outside MAINtENANCE .......c.eecieiiieiiieeeeee et 249
Cleaning your digs: Inside UpKeep ........ccccceevveeeereenieneeneeieeeeenee. 250
Preventing accidents: Safety is K€Y ......coccoevvvvirverciencienieneeeeieen, 252
Handling mishaps and accidents .........c.cccccevvervieriieniieneeneeneeiennen. 252
Coping with theft or major property damage...........ccccceverueennenen. 253
Closing for the SEasOMN ..........cccveviieciiiciicececeeeeee e 255
What needs to be done inside?..........cocecvevieriinenenieieneeereeene 255
What needs to be done outside? ..........coceveveveninininieneneneneene 256
Chapter 14: What Uncle Sam Wants to Know:
Important Tax Implications .................. ... ..ot 257

Taxes 101: How Owning a Second Home Impacts Your Bottom Line....258
Strategies to Lower Your Tax Bill if You're

Renting Out Your Second Home ...........cccceevveriinienieneeceeieeieeieeeeneene 259
Figuring out whether your property qualifies as a
rental for taX PUIPOSES.......cccvveciieeciiieieeeeee e 260

Taking deductions on a rental property.........cccccceeeveevcveerieescreenen. 260

xv



X(/i Second Homes For Dummies

What you can’t deduct now, but can later .........ccccoeceerviiniincnnennns 264
Taking advantage of depreciation ...........ccccecevvevieeciiiecieenieeeeeeen. 264
Pinning Down Property Taxes and Assessments...........ccccocveeveevveevennnnne 266
How are properties assessed? ........cccoceveevieeciirnieeienieeneeneenieeeeennes 266
Appealing an asseSSMENt .........cccecuerierierieneenieeete et eseeenne 267
Lowering your property tax bill ..........ccocoviriinniniiniiniinicceiee, 269
Making the Transition: Your Second Home
Becomes Your Primary Residence...........c.ccccceveeieeiiieciiiciecieeeeeen, 269

Part IU: Home, Sweet Home: Retiring to
Vour Second Home...............cccccauueecciiienenccccceeencceceeee 27 1

Chapter 15: From Landlord to Resident: Living Permanently in

YourSecondHome ...............cciiiiiiiiiiii i 2173
Deciding When to Move to Your Second Home ...........ccccoeeevveciiecieennennn. 274
Considering the impact of selling your primary home ................. 274
Moving before you retire..........ccoeeveeveeciieciiecienieceeceeseeseeeee e 276
Moving after YOU retire ........ccocveviivieenieeiienieeieniereeceeeese e 277
Turning an Investment into a Residence.........c.cccocevvivniininninninnenciennen. 281
Giving your renters NOtiCE ........cccceveevieriieriiiniieniereceeeeeeeeeee e 281
Conducting post-rental inSpections..........c.cccceevveeeereeneeseeseeeenen. 283
Protecting an empty hOUSE .........cccccvevieviieciieciieececeeeeee e, 285
Thinking about Remodeling and Settling In..........cccccoevvevieiiniieiieciennnne 286
Figuring out what you don’t like about your second home.......... 286
Living a happy life in your second home: A checklist................... 287
Considering Important Income and Tax Issues with
Only One ReSIAENCE .........ooerireieieieeieceeee ettt 288
Losing the rental inCoOme...........cccoeievieeieciieciieeeeeeeeeee e 289
Shifting your mortgage interest deduction from
your first home to your second home.........ccccecvvveiiriininneenenns 290

Chapter 16: Selling Your Primary Residence

and Settling into Your SecondHome ........................... 291
Putting Your Primary Home on the Market ..........cccccoevveviiciniiincieniennnne 292
Using a real estate agent........ccccoecvevierieneenieniienieeieeeeneeeesee e 292
FSBO: Selling your home on your OWn .........cccocevvvenieneeneenenneennne. 296
Considering important issues when selling..........cccccocceeveevennennen. 296
Getting the Best Possible Price..........ccoceeieeieiiiiieieececeeeeeeee, 300
Determining a competitive price........cccoceevevievieecieecieniesieseeieenne. 300
Sprucing up your home ..........cccceeiecieeciinciinieeieneeceereee e 301
Compromising on the Price .........coceveevierciincieniienicecneeeeeeieee 302
MoVINgG YOUY StUSf....ccooiiiiiiiiiieeceeeetce e 304
Purge what you don’t need ..........ccocovieveriiiniiniiniiinicceeeeeee, 304

Packing what you plan to Keep........ccocovirieievenenicieeeeeeeeeeee 307



Table of Contents X(/ii

Moving yourself or hiring movers? .........ccccocevvieveinennennenneneennen. 307
Moving day: A checklist..........ccooeririniririeeeeeeeeeee e 310
Making Your Second Home Feel like Home...........cccccoovininiiiiinininennne 311
Chapter 17: Protecting Your Home for the Future ................ 313
Considering Reverse Mortgages as a Source of Income............c.ccceuuene 313
Tapping into equity t0 LiVE ....ccceecvivienieieeceeeceeeeeeeee e, 314
Benefits for you, drawbacks for your heirs ..........cccccoecvvrvrnuennennen. 315
Changing the Ownership Structure of Your Home............cccccocevvveuennenns 316
Considering different structures .........c.ccoceevveeverveniennensenieeneenens 317
Adding your children to the deed ...........cccooeviriiieciicees 318
Should you quitclaim the house? ..........cccccooevievieieccienieceeeeieee, 319
Leaving the Property to Your Heirs .........ccceeueevieeiinieniencecieeeeieeieene 319
Where there’s a will, there’s peace of mind ........cccecevciiniiniennnnns 319
Considering estate taXes .......cccevvevervieriieniieniienieneeeeeee e 322

Part U: The Part of Tens ........cccccceeeeeaaceeecceaaceeeeecaaaeec 323

Chapter 18: Ten Popular Second-Home Locations ............... 325
3 T0) g 1 - VUSSR URURPRRRR 326
The CarOliNas........cccvivierierieeiieieeteetese ettt st e e e beesbeebessesanens 326
GAIVESTON, TEXAS ..vvviiiiiiieiiiiiieieee ettt e e e ee st eeeeeessssabbreeesessessssasssesens 326
The American SOUthWESt .........coociiriiiiiiiiieeeeteeeee e 327
LS VBZAS ..ottt ettt ettt ettt ettt e s e e enaeennaeenne 327
Aspen, Colorado.......coeeuiiiiiiiiiiireeeeeeee e 328
Cape Cod, MasSaChUSELS .......ccccceeciieciirieeieciecteseee ettt 328
EUTOPE ..ottt ettt st sttt et e b e besnesane s 329
The Caribbean ..........cocveviiiiiiiiiiiiieceee e 329
SOUth AINETICA ..oviiiiiiiiiieieeeee ettt 330

Chapter 19: Ten Ways to Make Your Second Home First-Rate ... .. 331
Look for Ways to Make Improvements........c..ccoceeveerieneenenniennennieneenens 331
Funnel the Profits Back into the Home............ccccoociniininniniiniiiieee 332
Hire a Property Manager ..........c.cccueevevienieeniieieeieciecteseesteesie e eveene e 332
Use a Cleaning SEIVICE ........ccivvuieierierieiierieeieeie et seeseesteesteesaeeaesnnens 332
USE @ LAWIN SEIVICE .....eevieiiieiiiiieieeeeeeieeece et sttt ne s 333
Decorate like It’s Your Primary Home .........ccccocevviiniiniininniiniinieeiene 333
Make the Home Fully Functional.............ccccccovieiiiiiiiiiiee e, 333
Keep Tabs 0N RENLETS......cccccuieiieiecieieieeeeee et 334
Personally Use It As Often As Possible ........ococeiinineniniinieeecee 334

Invite Select Loved Ones to Your Home..........cccoovvvviiiiiiiiiieiiieiieiieeceenes 334



X’(/'iii Second Homes For Dummies

Chapter 20: Ten Rules Your Friends and Family Must Follow

WhenUsingYourHome .................coiiiiiiiiiiiinn, 335
Visit on Our Schedule...........ccooiieieiiiiiicieeeeceee e 336
Children, Pets, and Smokers Have Their Own Sets of Rules to Follow...336
Report Any Damage or Problems...........cccocceeveriiiniiinienieniiienieeieeeeeene 337
Treat the Home like It's YOUr OWI ....cc.coviiiiiiieniiiniinieeceeieeeeeeeeene 337
DON’t COSt US MOMEY .....oecuveeeiieeiieiieeteeeieeieesteeteereseesaesesesseeseeseesesanesnnens 337
Clean Up After YOUISEIf .......cooeeuiriiieieeeeeee ettt 338
Don’t Have Parties or Overnight Guests without Permission................ 338
Expect Unexpected Visits from Us.........cccocvevieeiieriiinienienenieeceeieeeenenn 339
Leave the House and Its Contents the Way You Found Them................ 339
Follow the Rules, and Come Back Again .........cccceceevivniinenniinnieniienienene 340

GlOSSAPY ...eeeeeaaaaaaaaaacaaaaaaaannnnnnnnnnnnaeeeeeeeesssasasacacaae I B |

Indes......cc.coeaaaaaaeacaaaeacaacenceeaeeneeneencencenaeencancancacess 369



