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Disclaimer
This presentation is intended for rational adults.
We are fellow investors and we share our experiences, opinions, and
sometimes our deals. Our personal opinions - strong as they may be - are just
that; opinions. Please understand that:
●
●
●

●
●
●

We are not: investment advisers, attorneys or accountants.
All materials are for educational purposes only.W e do not give
investment advice.
You are a unique snowflake- Everyone's situation is different. Strategies
and methodologies highlighted by us may not be appropriate for you.
Only you can decide. Consult with your own accountant, attorney and
tax advisor before deciding on any investment.
Past results are not a guarantee for the future- All investments, including
real estate, involve risk. Risks that include the loss of the entire
investment. If you can’t afford to lose it, don’t invest it!
Liability - Some investments may open you up to personal liability. Check
with your attorney before investing, behave ethically and carry
appropriate liability insurance.
Errors, omissions and simplificationsmay be contained in this
presentation. Never base investment decisions on a single source of
information. Do your own research.

Tax Advantages of
Investment
Property

Importance of Deductions
•

Taxes are a massive cost!
Most investors pay between 20% to 41% of earnings to “Uncle Sugar”

•

Smart REI Strategize Around Taxes
Strategically planning your investing to legally limit your tax liabilities is a
essential, especially when buying a property that has appreciated
i.e. where (state taxes, OZ’s), type (farm land, zoning), how to fund, when (during
incentive periods), etc

Common Deductions
•
•

•
•
•
•

•
•

Depreciation. This real estate tax deduction is based on the perceived decrease in the
value of the real estate.
Mortgage interest. A mortgage interest tax deduction is the interest you took for your
mortgage loan and remember to deduct your mortgage insurance premium if you
took one out.
Cost of repairs and upkeep. Both ongoing maintenance and capital expenses
Cost of services. Including property management, accounting, and legal consultation
Utilities. For utilities not paid by tenants
Travel costs associated with the property (checking on the property, inspection,
repairs, etc). You can even deduct real estate taxes for the gas you used on your rental
property visits.
Property tax deductions and pro tip: try to appeal your property tax
Deferral of capital gains via 1031 exchange

When & Why to
Form an Entity

Entity Formation
Why
• Limits your personal liability:
- Legal liability
- Tax liability (major shield against portfolio and personal bankruptcy since you
can just declare bankruptcy for a single LLC/property)
• LLC pass-through taxation - only pay taxes as an individual, while still enjoying the
protections offered by the LLC liability shield.
• LLC owners can also easily transfer their ownership in real estate holdings by
proactively gifting the company's membership interests to their heirs each year to
avoid transfer and recording taxes and fees, which can be substantial
When
• As soon as you buy a property (or as soon as possible)

Maximizing
Deduction

Less Known Deductions
Home Office
• As a real estate investor, you are running a business. If you ever work at home, you
can claim a home office deduction.
Auto & Travel Expenses
• If you do any maintenance or even inspections on your property, record the miles!
Rental Losses
• Often while a property stabilizes, has a bad year in expenses, or is just a dud the
annual losses can offset other taxable income.
Advertising & Marketing
• Listing services, websites, materials, signage and other costs are deductible.
Other Business Expenses
• Laptops, phone plans, and internet service used in managing your property can be
deducted for the time you used them for the business.

Opportunity Zones
What Is It?
• A new concept called an “Opportunity Zone” is perhaps the most innovative and
profitable tax law change for real estate investors who can take advantage of it.
• To benefit from the change, you must invest in certain areas of the country that are
designated as Opportunity Zones. These zones are typically economically-distressed
areas

Opportunity Zones Benefits
1. A temporary deferral of capital gains taxes if funds are invested in an Opportunity Fund. You
eventually pay taxes on the deferred gain either when you sell or 2027, whichever is earlier.
Example: You sell $200,000 of appreciated stock (i.e. a basis of $100,000), reinvest in an
opportunity fund, and pay no taxes on your $100,000 gain until the fund’s property is
sold or 2027. That’s years of tax-free compounding!
2. A step-up in basis for capital gains reinvested in an Opportunity Fund. The basis is increased by
10% if the investment in the Opportunity Fund is held by the taxpayer for at least 5 years and by
an additional 5% if held for at least 7 years, thereby excluding 17% of the original gain from
taxation. So, in addition to #1, you get a reduction of your original taxable gain.
3. A permanent exclusion of your taxable capital gains from the sale or exchange of an
investment in an Opportunity Fund if the investment is held for at least 10 years. This exclusion
only applies to gains accrued after an investment in an Opportunity Fund.
Example: You bought an Opportunity Zone property for $200,000 and sold it more than 10
years later for $500,000, you’d pay no tax on $300,000 of new capital gain!

Opportunity Zones

eig.org/opportunityzones

Tips for Expense
Tracking

Tips for Expense Tracking
Start Tracking Expenses from Day 1
• Do not delay on starting your accounting! I recommend QuickBooks Online
• Get the QuickBooks app – easily take a picture to upload and categorize receipts
• If you have a property manager – make sure they have a process, ideally an online
platform you can access any time. I recommend Buildium.

Consider Using a CPA
• If your taxes are more complicated, use a CPA for your tax return.
• Recommended: SKAccountancy.com

Impact of the
Trump Tax Reform

Impact of Trump Tax Reform
3 Main Advantages
•
•
•

Reduced tax rates: 2% to 3% reduction for all tax brackets, until 2025
Addition of several tax deductions: standard deduction increase from $6,350 to $12,000 for
individuals and $12,700 to $24,000 for couples, until 2025
Lower corporate tax rate: permanently reduced from 35% to 21%

Impact of Trump Tax Reform
3 Ways for REI to Take Advantage
1.

2.

3.

199A offers a 20% deduction on taxable income: grants an individual business owner a
deduction equal to 20% of the taxpayer's qualified business income. Now applies to pass-through
entities as well. Applies to qualified business income and REIT income.
Use C Corp if Your Income is Too High: If you can keep your taxable income at or less than
$157,500 as single individual, or $315,00 when filing as a married / joint return, then you will
qualify for the 20% deduction. To help you control your income, you can transfer income through
to a C Corporation (and thus enjoy the benefits of the 21% flat tax rate) or a retirement account.
100% Bonus Depreciation: anything that depreciates in less than 20 years can be entirely
written off within the first year. i.e. carpeting, painting, etc

QUESTIONS?

Want More? – Find us at www.VIGSF.com

