Tax Tricks & Tips,

By Michele Knight, CPA

 Schedule E, next on the list of tax forms, is one of the more complex.  In previous articles (all posted at www.cpamichele.com), we have looked at rental properties, S Corps and Partnerships, all of which flow through the Schedule E.  So, instead of talking about the types of income, I will focus on the schedule itself, instead.
The front side of Schedule E is reserved for reporting income from rental properties.  A few pointers on rental properties: if your full time occupation involves rental properties or if you rent your residence out fewer then 15 days per year, you shouldn’t use Schedule E.  In the first case, you should report your earnings on Schedule C, in the latter case; you don’t need to report the income.  For those properties which you need to report on Schedule E, you should keep all expenses separated per property.  If you have shared expenses among the properties, such as an advertisement which includes more then 1 rental property, then use the best method available to allocate expenses to each property.
The back side of Schedule E has several parts, including Income/Loss from Partnerships and S Corporations, Estates and Trusts, Real Estate Mortgage Investment Conduits, and Farm Rental Income.  If you have income/loss from these sources, it will be reported to you on a Schedule K-1, which you will receive as late as April 15th.  
It is important to classify your income in these areas as passive or nonpassive, based upon how actively you participated in the business.  For example, you are actively participating in rental real estate activity if you own at least 10% of the rental properties and made bona fide management decisions.  There are different income/loss treatments for passive versus nonpassive, so this distinction must be made for each income source each year.
Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information, copies of previous articles, or to submit questions for future columns, please visit www.cpamichele.com.
