
 1 of 9 

 

 

Monday, April 7, 2025 

Mohsen Salehi, MBA, CIPS, SRES® 

 



 2 of 9 

The mantle of inheritance, while often imbued with sentimental significance, 

also carries a constellation of crucial considerations, particularly when the 

bequeathed treasure is a tangible asset like real estate. Embarking on this 

journey requires astute navigation of legal intricacies, fiscal responsibilities, 

and strategic decision-making. Let's delve into the multifaceted realm of 

inheriting property, illuminating the pathways and potential pitfalls that 

await the fortunate beneficiary.    

 

Unraveling the Tapestry of Inheritance: Dos and Don'ts 

Upon receiving the news of your inheritance, a period of meticulous 

assessment ensues. Here are some cardinal rules to navigate this transition: 

The Dos: 

• Secure the Estate: Immediately take steps to secure the property. 

This includes changing locks, ensuring insurance coverage is in place, 

and safeguarding against potential liabilities.    

• Consult Legal Counsel: Engage an experienced probate attorney. 

They will guide you through the legal labyrinth of estate 

administration, ensuring compliance with all statutory requirements.    

• Conduct a Thorough Inventory and Appraisal: Obtain a 

professional appraisal to ascertain the fair market value of the 

property. This is crucial for tax purposes and for making informed 

decisions about its future.    

• Understand Existing Encumbrances: Investigate any existing 

mortgages, liens, or encumbrances on the property. These obligations 

will likely transfer to you as the new owner. 

• Communicate with Co-Heirs: Maintain open and transparent 

communication with any other beneficiaries named in the will or trust. 

Collaborative decision-making can prevent future disputes.    
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• Explore Your Options Diligently: Carefully consider the various 

paths forward, whether it's residing in the property, selling it, or 

transforming it into a revenue-generating rental. 

The Don'ts: 

• Don't Delay Action: Procrastination can lead to unnecessary 

complications and potential financial penalties. Act promptly on 

necessary administrative tasks.    

• Don't Commingle Assets: Keep inherited assets separate from your 

personal finances to maintain clarity and simplify tax reporting.    

• Don't Make Hasty Decisions: Resist the urge to make impulsive 

choices regarding the property's future. Allow yourself time to weigh 

all options thoroughly. 

• Don't Neglect Maintenance: Even if you plan to sell, ensure the 

property is adequately maintained to preserve its value.    

• Don't Ignore Tax Implications: Inheritance taxes can be significant. 

Understanding your obligations and exploring potential mitigation 

strategies is paramount.    

• Don't Assume Joint Ownership Dynamics: Clearly understand the 

implications of joint ownership with other beneficiaries, including 

decision-making authority and liability. 

 

Decoding the Fiscal Frontier: Inheritance Taxes Demystified 

The specter of inheritance taxes often looms large for beneficiaries. In 

California, there is no state-level inheritance tax. However, the federal 

estate tax may apply to estates exceeding a certain threshold. For deaths 

in 2025, this threshold is quite substantial (in the multi-million-dollar range, 

typically adjusted annually).    

 

It's crucial to understand the distinction between inheritance tax (levied on 

the recipient) and estate tax (levied on the deceased's estate). While 
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California sidesteps the former, the latter can still impact larger estates 

before assets are distributed.    

 

Strategies for Navigating the Tax Landscape: 

• Valuation Accuracy: A precise and defensible property appraisal is 

essential. Underreporting can lead to penalties, while overreporting 

can result in unnecessary tax burdens on the estate (if applicable). 

• Estate Planning by the Deceased: Proactive estate planning by the 

deceased, such as establishing trusts and making strategic gifts, can 

significantly minimize potential estate tax liabilities. This, of course, is 

a pre-inheritance consideration but underscores its importance.    

• Understanding Deductions and Exemptions: The federal estate 

tax allows for various deductions and exemptions that can reduce the 

taxable estate. Your legal counsel can provide guidance on these.    

• "Step-Up" in Basis: A significant advantage for inherited property is 

the "step-up" in basis. This means the property's tax basis for capital 

gains purposes is adjusted to its fair market value at the time of the 

deceased's death, rather than the original purchase price. This can 

significantly reduce capital gains tax if you decide to sell the property 

later.    

 

Charting Your Course: Diverse Disposition Options 

Upon inheriting a property, you stand at a crossroads with several potential 

paths: 

• Selling the Inherited Abode: This provides immediate liquidity and 

eliminates the ongoing responsibilities of property ownership. The 

proceeds can be used for other investments or personal needs. 

Remember the "step-up" in basis can be advantageous here.    

• Embracing Landlordship: The Rental Revenue Route: 

Transforming the inherited property into a rental can generate a 
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passive income stream. However, this path entails responsibilities such 

as tenant management, property maintenance, and compliance with 

landlord-tenant laws.    

• Making it Your Sanctuary: Personal Residence: You may choose 

to make the inherited property your primary residence, providing 

housing and preserving its sentimental value.    

 

 

 

Bridging the Divide: Buying Out Co-Heirs 

When multiple beneficiaries inherit a property, a harmonious resolution 

regarding its future is paramount. If you desire sole ownership while others 

prefer to liquidate their share, a "buyout" is a viable option. This involves: 

1. Professional Appraisal: Obtain an independent appraisal to 

determine the fair market value of the property.    

2. Negotiation: Engage in open communication with your co-heirs to 

agree on a buyout price based on their proportionate share of the 

appraised value.    

3. Legal Documentation: Formalize the agreement with legally binding 

documents drafted by your attorneys, outlining the terms of the 

buyout and the transfer of ownership. 

4. Securing Financing (if needed): If you lack the liquid funds, you 

may need to secure a mortgage or other financing to complete the 

buyout.    

 

Shielding Your Investment: Trust vs. LLC for Rental Ventures 

If your chosen path is to transform the inherited property into a rental, the 

optimal ownership structure for liability protection and asset management 

warrants careful consideration: 
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• Living Trust: Placing the property in a living trust can offer several 

benefits, including avoiding probate upon your own passing, providing 

for seamless transfer to your beneficiaries, and potentially offering 

some degree of asset protection. However, the liability protection for 

day-to-day rental activities might be less robust than an LLC.    

• Limited Liability Company (LLC): An LLC is a legal entity separate 

from its owners, providing a significant layer of liability protection. If a 

tenant sues due to an injury on the property, your personal assets are 

generally shielded. Additionally, an LLC can offer certain tax 

advantages and simplify management.    

 

Recommendation: For a rental property, an LLC is generally the 

preferred structure due to its robust liability protection. You can then have 

the LLC as the beneficiary of your living trust for estate planning purposes.    

 

The Proprietor's Prerogative: Managing Your Rental Domain 

As the inheritor and new owner, the law in California permits you to 

manage your rental property directly. You are not obligated to engage a 

property management company. Many landlords successfully manage their 

properties, handling tenant screening, rent collection, maintenance, and 

legal compliance themselves. 

 

The Cost of Stewardship: Upkeep Expenditures 

Even with diligent self-management, property upkeep entails ongoing 

expenses. A general rule of thumb for annual maintenance costs is 

approximately 1% to 3% of the property's value. For a property valued 

at $800,000, this could translate to an annual expenditure of $8,000 to 

$24,000. This range encompasses routine maintenance, repairs, insurance, 

and potential property taxes (though the latter is often paid separately). The 
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actual cost will fluctuate based on the property's age, condition, and the 

extent of required maintenance.    

 

Delegating Duties: The Property Management Paradigm 

For busy individuals or those preferring a hands-off approach, engaging a 

property management company can be a prudent choice. In California, 

property management companies typically charge a percentage of the 

monthly rent, ranging from 8% to 12%. Additional fees may apply for 

tenant placement, lease renewals, and major repairs. While this incurs an 

expense, it can save you significant time and effort, ensuring professional 

management and compliance with relevant regulations.    

 

Conclusion: Embracing Your Inherited Legacy 

Inheriting property is a significant event demanding careful consideration 

and informed decision-making. By understanding the legal and tax 

implications, exploring your options thoughtfully, and structuring your 

ownership wisely, you can navigate the labyrinth of legacy and transform 

this inheritance into a secure and prosperous future. Remember to seek 

professional guidance from legal and financial experts to tailor your 

approach to your specific circumstances.    

 

Data Sources: 

The statistics mentioned in this article are representative of trends observed 

from various data sources, real estate market analysis reports and industry 

publications. By consulting the following resources and detailed data, you 

can access the most up-to-date and specific statistical information on the 

California real estate market. 
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❖ Secondary Data Research Prompt: Information regarding California 

inheritance tax laws and federal estate tax thresholds. 

❖ Secondary Data Research Prompt: General principles of real property 

ownership, trusts, and LLC formation. 

❖ Secondary Data Research Prompt: Common practices and fee structures 

within the California property management industry. 

❖ Secondary Data Research Prompt: Industry guidelines and estimations for 

property maintenance costs. 

❖ Key Financial Planning Considerations When Inheriting Property | 

SageMint Wealth 

❖ What To Do When You've Inherited Property | D. Fritz Appraisals Inc. 

❖ Inheritance Dispute Lawyers | Keystone Law 

❖ The Essentials of Estate and Trust Law: Protecting Your Legacy | Brillant 

Law 

❖ Determining the value of inherited property | Empathy 

 
 

Disclaimer: 

Please make note that while I am designated as a Seniors Real Estate 

Specialist® (SRES®) and Certified International Property Specialist (CIPS), 

and certified as a Short Sales and Foreclosure Resource (SFR®), Pricing 

Strategy Advisor (PSA), Resort and Second-Home Property Specialists 

(RSPS) by the National Association of REALTORS®, I am not a licensed real 

estate lawyer or tax professional.  

 

The information provided in this article is for general informational purposes 

only and does not constitute legal or tax advice. Readers are encouraged to 

seek advice from qualified professionals specializing in real estate law and 

real estate tax for guidance tailored to their specific circumstances. The 

https://sagemintwealth.com/key-financial-planning-considerations-when-inheriting-property/#:~:text=Each%20choice%20carries%20financial%2C%20logistical,%2Dterm%20financial%20well%2Dbeing.
https://dfritzappraisals.ca/what-to-do-when-youve-inherited-property/
https://keystone-law.com/inheritance-lawyer#:~:text=In%20California%2C%20an%20inheritance%20attorney,as%20a%20beneficiary%20or%20heir
https://brillantlaw.com/estate-and-trust-law/
https://brillantlaw.com/estate-and-trust-law/
https://www.empathy.com/property-assets/determining-the-value-of-inherited-property
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information provided is based on general knowledge of real estate law, tax 

principles, and property management practices in California and the United 

States as of April 7, 2025. 
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