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WHAT WE WILL COVER

• JOKES

• AUDITS

• EXTENSIONS

• SAFE HARBOR FOR THE QBI (QUALIFIED BUSINESS INCOME) 
DEDUCTION

• DEPRECIATION

• COMMON MISTAKES LANDLORDS MAKE



JOKES -

Where do homeless 
accountants live?

In a Tax Shelter
(TACKS)



AUDITS

• MOST COMMON – CORRESP0NDENCE AUDITS (75%)

• FACE TO FACE – CASH INTENSIVE BUSINESSES

• YOUR CHANCES – LESS THAN .6%....UNLESS YOU HIT THE DIF
• (DISCRIMINANT INFORMATION FUNCTION LOTTERY BUTTON)

• YOU ONLY USE ZEROS OR FIVES IN YOUR NUMBERS

• YOUR REPORTED INCOME DOES NOT SUPPORT YOUR LIFE STYLE

• YOU MAKE OVER $500,000 PER YEAR

• YOUR CHARITY DONATIONS ARE HUMONGOUS

• YOU DON’T FILE



EXTENSIONS – GOOD OR BAD?

• GOOD – FIRST RANDOM AUDIT (UNDER THE DIF) IS FOR RETURNS 
FILED BY MAY 15TH

• AFTER MAY 30TH, YOU CAN REQUEST A WAGE AND INCOME 
DOCUMENTS SCHEDULE TO SEE WHAT WAS REPORTED UNDER YOUR 
SOCIAL SECURITY NUMBER

• THIS IS A GREAT WAY TO MATCH THINGS UP

• YOU MUST STILL PAY THE TAX YOU OWE BY APRIL 15TH, PLUS NEXT 
YEAR’S ESTIMATES



SAFE HARBOR FOR RENTAL REAL ESTATE

• SEE HANDOUT

• 250 HOUR REQUIREMENT TO ACTIVELY MANAGE THE RENTAL

• TREAT IT LIKE A BUSINES
• SEPARATE CHECKING ACCOUNT

• ISSUE 1099S ETC

• INVESTOR HOURS DO NOT COUNT

• NOT RECOMMENDED IF YOU HAVE OTHER QBI BUSINESSES

• NOT APPLICABLE TO REAL ESTATE PROFESSIONALS



More Jokes

What’s the Difference Between an 
Accountant and a Lawyer?

The accountant knows he’s boring.

How Can You Tell You’ve Found a Good Tax 
Accountant?

He has a loophole named after him.

If an accountant’s spouse can’t get to sleep, 
what does she/he do?

Leans over to the spouse and says 
“Tell me about work today, honey.”
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DEPRECIATION

• SECTION 179 

• PERSONAL PROPERTY  USED IN A RENTAL – NO, WELL, MAYBE 

• VEHICLES (ASSUMING 100% BUSINESS USE)
• $25,500 IF OVER 6,000 LBS

• UNDER 6,000, NO SECTION 179, BUT YOU GET $18,100 IN A DEDUCTION

• ASSUME A COST OF $50,000.  GET $18,100

• ASSUME A COST OF $25,000.  GET $18,100

• ASSUME A COST OF $15,000.  GET $15,000



BONUS DEPRECIATION

• NOW 100% OF THE COST OF PERSONAL PROPERTY

• STILL AN ADDBACK FOR STATE– 85% OF THE DEDUCTION TAKEN

• DO NOT TAKE ACCERATED DEPRECIATION METHODS IF THERE IS NO 
TAX BENEFIT

• FIGURE FUTURE YEARS AS WELL

• SEE EXAMPLE LATER



COMPONENTIZED DEPRECIATION

• BREAKING DOWN THE PROPERTY IN THE YEAR OF PURCHASE

• BY ITS COMPONENTS

• THIS ACCELERATES DEPRECIATION BY USING SHORTER LIFES FOR 
SOME OF THE COMPONENTS

• ALSO ALLOWS FOR THE REMAINING WRITE OFF OF DEPRECTION IN 
THE YEAR OF DISPOSITION

• ROOF



REPAIRS AND MAINTENACE ELECTION

• MAKE THE ELECTION AND FILE IT WITH YOUR RETURN

• FOR IMPROVEMENT OR ITEMS THAT WOULD NORMALLY BE 
CAPITALIZED (SAY, YOUR THRESHOLD IS $500)

• USE WHEN THE COST IS UP TO $2,500 PER ITEM

• HAVE YOUR EXPENSE POLICY IN PLACE AND FOLLOW IT

• “THE TAXPAYER HEREBY MAKES THE DEMINIMIS SAFE HARBOR 
ELECTION UNDER REGULATION 1.263 (A)-1(F)”
• YOUR NAME, SSN, AND ADDRESS



COMMON MISTAKES LANDLORDS MAKE

• NO SEPARATE CHECKING ACCOUNT FOR EACH LLC

• JOINT VENTURE VERSES SMLLC VERSES PARTNERSHIP

• TOO MUCH MILEAGE (EG LOOKING FOR PROPERTY)

• LEARN TO BURY SOME COSTS “OFFICE EXPENSE”

• TAKING 100% OF THEIR CELL PHONE, OFFICE INTERNET

• DOING SOME WORK IF PROPERTY IS HELD INSIDE THEIR IRA

• PAYING TOO MUCH FOR REAL ESTATE COURSES



LAST JOKE



Questions?

Sandy Shelton PLLC

336 392-2353
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