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At Compass Mortgage, our goal is help you realize your dreams of homeownership and to assist you in 
the long-term management of your mortgage so that you can get the most out of your home.  We are 
committed to providing you with an exceptional level of service that exceeds your expectations.

Our Vacation and Second Home Handbook will help you better understand the benefits and nuances 
of purchasing and owning a second home, whether you choose to use the property for personal 
enjoyment or to generate income. 

Compass is a mortgage banker, not a mortgage broker. This subtle but important distinction gives us 
a greater level of control over the loan process and allows us to provide a higher level of service to our 
clients because we control the process from beginning to end, and we use our own funds to fund the 
loan.

We do underwriting in house which, in most cases, gives us the ability to approve the loans we 
originate.  Because of this, we can quickly turn around a loan which might make the difference 
between getting the house you want or losing it to another buyer. 

Mortgages are our only business, and our passion is to help our clients make informed decisions 
regarding their home financing.  Our experienced staff is always here to answer questions you might 
have! 

Dan Graham
Chairman & CEO
Compass Mortgage

WHO IS COMPASS?
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Whether you use a vacation or second home for recreation and personal enjoyment or as a means to 
grow your personal wealth, there are many reasons to make this investment, and many people agree!  
According to a recent report by the National Association of REALTORS®, sales of homes intended for 
second/vacation home use increased significantly representing year-to-year sales more than the 
highest levels recorded during the housing boom.

Of course, before making the dive into a secondary home purchase, you need to make sure it makes 
financial and personal sense.

BENEFITS OWNING A SECOND HOME
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Owning a second home is a dream for many, but a reality for a relative few. The benefits to owning a 
second home are numerous, but there are also some obstacles to consider before making your move!

Benefits
• A new place to make memories. Most second-home buyers are in their mid 40’s and 50’s, 

the age at which their children are starting families of their own.  A second home means a new 
place for parents, children, and grandkids to gather to create new traditions.

• Retirement planning. Purchasing a second home as both a family vacation spot and a rental 
property can be beneficial for retirement.  By the time you are ready to retire, you’ve made ties 
to the community and will have made a significant dent on the loan with renters paying the 
mortgage while you are away.

• Financial perks. Just like your primary residence, your second home will likely appreciate in 
value over time. You can also generate income faster by renting out the home.
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POTENTIAL OBSTACLES TO CONSIDER

Goals for the Property

Determine whether the home will be used for investment reasons, vacation enjoyment, retirement, or 
a combination! Will rental demand interfere with the timeframe you want to be in the home? Typical 
get-away properties are rented for 17 weeks a year, and to maximize your rental income, you may have 
to give up peak-season vacations for yourself.

Affordability & Costs

Just like your primary residence, your second home comes with a price of ownership.  On top of the 
mortgage payment, you have costs to consider when you’re not even there.  You will need to pay for 
utilities, trash removal, maintenance, landscaping, etc.  Consider all the expenses before making a 
decision!

Property Management
If you don’t plan on visiting your second home on a regular basis, you will need to hire someone to 
maintain the property while you’re away, even if you plan to rent it out.  A property manager is an extra 
expense, but worth the cost if a problem arises!

TIPS FOR CHOOSING THE RIGHT HOME

Visit!
The best way to determine whether a vacation/second home is right for you is to try it out first, 
particularly if you’re looking to use the home for recreational purposes and you’re unfamiliar with the 
area.  If you visit, you’ll be able to judge travel time, crowds, expenses and get a local’s perspective. Talk 
to locals about:

• What they like about the area

• How the area has changed

• What types of people are moving there

• What the area is like off-season (even better, visit during the off-season)
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You’ll also want to think about what you want and need from your second home.  If you want a quiet 
retreat, a community with a lot of rental turnover may not be the place for you!

Review Comps and Amenities
Reviewing recent home sales in the area will help you determine whether the home would make a 
good investment.  Consider all the things you would if this were to be your primary residence—schools, 
neighborhood stability, nearby recreation, etc.  Even if you don’t plan to utilize all of it, these things 
impact resale value.

Determine a Property’s Rental Potential

If you’ll consider renting out the property, check with the town’s homeowner’s association, if there is 
one, to be clear about their rules about short term rentals.  Some associations only allow monthly, not 
weekly rentals.

You’ll also need to consider the amenities renters expect.  For example, rentals in mountain resort 
areas are more appealing with hot tubs, fire places, and mountain views.  Same goes for coastal 
properties with beach and boardwalk access and ocean views.  Renters often prefer having a sizeable 
kitchen to prepare their own meals, multiple bathrooms, etc.

Work with a Local, Experienced Agent
A real estate agent with knowledge of the area in which you seek to purchase can be invaluable when 
purchasing a second home! Look for an agent who is established in the community and has experience 
in the marketplace.  

Another benefit would be to hire an agent with a Resort and Second home Property Specialist 
Certification (RSPS) through the National Association of Realtors. These agents are specialized in the 
buying, selling and management of properties for investment, development, retirement or second 
homes in a resort, recreational, and/or vacation destination. 



Tax Scenarios to Consider 
Taxation differs for each owner based on personal and rental usage.

Used Mainly for Personal Use/Seldom Rented

If you rent your vacation/second home for less than 15 days during the year, any rental income 
received is tax-free and not required to be reported on your tax return.  You are still able to deduct 
property taxes and mortgage interest, whether or not the property was used to generate income.  
You can’t deduct any rental-related expenses.

Used Primarily as a Rental Home

If your personal use doesn’t exceed 14 days of a tax year or 10% of the total number of days it is 
rented out at fair market value, whichever is greater, your home qualifies as an investment/rental 
property.

You are required to report all rental income, but you may qualify to deduct utilities, maintenance 
and repairs, depreciation, home improvements, property management, and other expenses related 
to the rental property.

Used Partially for Renting, Partially for Personal Use
If you use your property for more than 14 days a year, or 10% of the number of days it is rented 
to others at fair market value, whichever is greater, your vacation home is treated as a residence. 
Therefore, you must report all rental income on your tax return, but you may be able to deduct 
your rental expenses, but only up to the total amount of rental income.
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