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1y (If you are a new client, please send a copy of last year’s tax return)

January 2021

Dear Clients and Friends:

The ever-complex and changing world of tax law has taught us all to be as detailed as possible when accumulating data
and information to be incorporated as part of a taxpayer's year-end tax records. You should be aware that the Internal
Revenue Service is continuing to require more due diligence on the part of tax preparers, and IRS notices and inquiries
continue to be a major source of revenue for the IRS. With that end in mind, our office is striving to be as accurate and
complete as possible in the gathering of information that will be used to complete your personal income tax return and in
order to help you to pay the lowest, legal amount of tax possible.

Enclosed, 'you will find our year-end “Rental Property Tax Packet”. We hope that you will find this tool useful
in compiling your current year rental property information. Please note that not all items of income and expense will
apply to every property. The IRS has established a strict set of standards for tax preparers. In order to meet the criteria,
set forth under the IRS guidelines, my office is taking extra measures to assist you with the gathering of information to be
included on your tax return. Therefore, it is MANDATORY that all rental property owners complete a “Rental Property
Tax Packet” (for all areas that do apply to their properties). Please be sure to sign and date the form. The packet should
be returned to our office along with your other personal income tax records.

If this is your first year with our firm, please be sure to provide a copy of any prior depreciation schedules. You
should also-be aware that even though the requirements for all rental property owners to file forms 1099-Misc. were
repealed, some rental property owners are still considered to be engaged in a trade or business and are subject to the 1099
reporting rules. For example, if you are a real estate professional or own property that is rented out for less than a week
at a time, or you provide substantial services, you are subject to the 1099 reporting rules. This means that you are
REQUIRED to keep track of all payments you make to individuals who provide services to you in connection with your
rental property (i.e plumbers, painters, landscapers, accountant, attorney, etc). For all payments of $600 or more to any
one individual during the tax year, you ARE REQUIRED to prepare and file Form 1099-Misc. and report those payments.
These 1099-Misc. forms must be distributed to the payee on or before 1/31/2021. We strongly suggest that you obtain
IRS Form W-9 and begin collecting the required information NOW and have the person providing the services to you
complete and sign the form BEFORE you make any payments to them in the current year. You may find it difficult to
gather the necessary information after you have made your payment for services. You can obtain Form W-9 from the
IRS or by visiting our website at either

Please keep in mind that there are a limited number of weeks, days and hours during tax season that we have available
to produce the most accurate tax return that we can. Therefore, we ask for your cooperation in filling out the Rental
Property Tax Packet as completely and accurately as possible and returning the forms to our office with your personal
tax records. We do appreciate your cooperation and look forward to working with you.

All my best and I look forward to working with you. Thanks again!



Clients new reporting rules for Rental property

Y
S

To qualify as a trade or business and be eligible for the 20 percent qualified business income deduction (QBID) under the safe harbor
the rental real estate enterprise must meet the following requirements:

1. Separate books and records must be maintained for each rental real estate enterprise.

2. For tax years ending prior to December 31, 2023, 250 or more hours of “rental services” must be performed by or for the real estate
enterprise each year. The 250 hours of rental services can be performed by owners, employees, agents, or independent contractors.

-

Rental services inclade:

e  Advertising for rent or lease

e Negotiating and executing leases

e  Verifying tenant applications

¢ Collection of rent

e Daily operation, maintenance, and repair of property

¢  Management of the real estate

¢ Purchase of materials

e  Supervision of employees and independent contractors,
Rental services do not include:

~* Financial or inyestment management services

° Arranging financing

e Procuring property

e  Studying or reviewing financial statements or operating reports

e  Planning, managing, or constructing long-term capital improvements
e Time spent traveling to and from real estate

3. Taxpayers and tax filing entities will have to implement time tracking systems beginning with 2019 if they are going to rely on this
approach, and-the 250 test will be applied annually. The taxpayer will have to maintain logs to document:

e  Hours of services

° Description of services

e Dates such services were performed
e Who performed the service

e  Must attach copy of logged hours for this requirement.



Rental Property Owner(s):

Filling out this tax organizer can save you the costs of our firm doing the bookkeeping for your rental property.. Keep the
receipts together by type for your records. Write the expense category description on the top of each group of receipts
INCLUDING EXPENSES CHARGED TO A CREDIT CARD. Please be sure to answer all questions on page 2 and complete
the auto worksheet, if applicable. Use the legend at the bottom of the pg. to insert the appropriate codes for each of the property
type(s) below.

Address property 1: Property Type Code:

Address property 2:° Property Type Code:

Address property 3: Property Type Code:
Description Property 1 Property 2 Property 3

Rents Received

Securitv Deposits Received

Security Deposits Refunded e
- Other Income - Vending/Furniture Rental/etc. i s

' Accounting 5
Advertising
- Auto miles * (Please use auto worksheet)
Cleaning/Maintenance
Commissions - Management Fees
Insurance

Legal/Professional Fees
Morteage Interest Paid to Banks
- Other Interest
- Other Interest
. Repairs** - Building/Roof
- Plumbing
- Electrical
- Painting/Wallpaper
- Flooring/Rugs
- Appliances
- Heating/Air Conditioning
- Other
Supplies
Taxes
Utilities - Electric
- Water/Trash
- Telephone
- Other
Travel Related To Rental Property
Other Expenses (List) -
- Pest Control _
- Condo Fees
Appliances/Furniture/Major Purchases or Repairs***







