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IRS PERSPECTIVE

• You are a small business owner.
• You are responsible for:
 Record keeping.
 Complete, accurate, and timely filed tax return.
 Computing and Paying your taxes (quarterly). 

• You have access to strategies that regular employees do not have.
• Gone are the days when you could self-prepare your tax return.
• Tax planning takes place throughout the year – RELATIONSHIP!

LANCASTER CPA PERSPECTIVE



PAY TAXES ONLY ON YOUR PROFITS!

You do not pay tax on your total commission check.  
You only pay tax on your profit!

Business
Income

Business
Expenses

Business 
Profit



WHAT’S MY TAX RATE?

You do not pay tax on your total commission check.  You only 
pay tax on your profit!

12%
Federal

15%
SS/Med

5%
State 32%

Federal tax 
rate could 
be up to 

28%. 





S INGLE

Realtor Commission (1099-NEC)
-  Expenses
= Realtor Profit (Sch C)

AGI (Adj Gross Income)
- Standard Deduction 
-   QBI Deduction
= Taxable Income

Fed Tax (effective)
SS & Medicare Tax
State Tax
 

$ 48,956
- $ 12,609 25%

=$ 36,347

  $ 37,019
- $ 12,950
- $   4,814
=$ 19,255

$ 2,108   11%

$ 5,135 15%

$ 1,633   5%

$101,247
- $  13,612 13%

=$  87,635 

  $ 89,901
- $ 12,950
- $ 15,390  
=$ 61,561

$ 8,664    15%

$12,382   15%

$  3,923    5%

MFS
(W/ ONE COLLEGE KID)

$24K  Tax$8K  Tax



DEDUCTIONS & EXPENSE TRACKING

• ILLEGAL:  Tax Evasion
• LEGAL & Ethical:  Tax Avoidance
• Open a separate checking account for your business.
• Every expense you fail you track is worth a minimum of 32% back in 

your pocket.
$100 worth of receipts = $32 in tax savings

• If audited, you will have to produce receipts, not just bank records.
• Keep tax records for 3-6 years since the IRS can look back up to 3 

years (in most circumstances).

RECORDKEEPING



OTHER COMMON DEDUCTIONS

• Advertising
• Business Coaching
• Business Travel (be careful)

• Car (Mileage deduction)

• Car Loan Interest (portion)

• Cell Phone (portion)

• Client Gifts ($25/yr per client)

• Continuing Ed
• E&O Insurance

• Home Internet (portion)

• Home Office
• Legal and Accounting/Tax
• Listing, Staging, Selling
• Meals
• Office/Broker Fees
• Professional Dues (MLS, SUPRA)

• Software, Business Apps
• Supplies



MEALS

• Meals are ONLY deductible when you are taking a 
potential client or business associate for a meal.  In other 
words, you paid and the receipt will show 2+ meal items.

• Colleagues dining “dutch” is not and never has been 
deductible – even if you discuss business the entire meal.



Mileage



Mileage



ACTUAL MILEAGE:  How it works:

• Keep a mileage log to track BUSINESS versus PERSONAL mileage
• Keep receipts for all the following:
 Gas
 Insurance, lease payment
 Repairs & Maintenance (oil change, tire rotation)

• Deduction:  Total Receipt total x Business use percentage:
 Ex:  Total receipts $7,200 x 65% Business use = $4,680 deduction

• WARNING: Requires more record-keeping 
 than the standard mileage method.
 More likely to be audited.
 Once you elect this “Actual” method, you are married to this method 

for as long as you own the vehicle.  



STANDARD MILEAGE RATE:  How it works:

• You deduct $0.67 (2024) for every business mile you drive. 
• It requires less record-keeping; you only keep track of how many 

miles you drive; you do not track actual expenses – gas, 
maintenance, repairs, etc…

• The only additional expenses you can deduct are:
Interest on a car loan
Personal property tax; auto registration fee – car tag.

Less Likely to be audited if you choose the “Standard” Method



$0.67 / BUSINESS MILE  
(BEGINNING 2024)

1,000 miles per month (12K/yr.) = $8,040

1,500 miles per month (18K/yr.) = $12,060

2,000 miles per month (24K/yr.) = $16,080



SCHEDULE C EXCERPT



IRS Example of a Mileage Log



WARNING:

Regardless of the mileage method you choose 
(Standard v.  Actual), the IRS still requires you to 

keep a mileage log!



ESTIMATED TAX PAYMENTS:
You owe it once you are profitable!!



ESTIMATED TAX PAYMENTS:
Federal



ESTIMATED TAX PAYMENTS:
How To:  Set up Est. Tax with ALABAMA



QETP PENALTIES

1.1.  Not Filing 
2.2.  Not Paying
3.3.  Underpaying



Form 1099:  Due Jan 31st

• Failure to file the form could result in a 
penalty as much as $1,000 per each omitted, 
late, or incorrect 1099-Misc. 

• Also, copies of 1099s and summary returns 
are due to the IRS (Form 1096) and the State 
(Form-96) by January 31st .

• The problem you may encounter is those 
subcontractors that don’t want you to issue 
them a 1099. Make sure you get them to fill 
out a W-9 form before you issue them a 
payment. 

https://www.irs.gov/pub/irs-pdf/fw9.pdf

https://www.irs.gov/pub/irs-pdf/fw9.pdf


Form 1099:  Due Jan 31st



www.PatriciaLancaster.com/Realtors

To get the free Realtor’s 
Expense Tracker (Excel), 

you must subscribe to our 
email list.



www.PatriciaLancaster.com/Realtors

Any Expense keyed into the “Expense Log” will 
automatically flow into the “Summary for CPA”



SOLE PROPRIETOR
VS

S-CORP OR LLC

• Forming an LLC or S-Corp is an ENORMOUS tax and 
accounting decision. There is no one-size-fits all 

response.  Consult a reputable, knowledgeable CPA 
BEFORE you do this.

• Ask an Attorney:  
• “What can an LLC do for me as a REALTOR that my 

• Error & Omission insurance cannot do?”



MY CHECK LIST:

  Set up a SEPARATE bank account (and/or credit card) for your business.
 Carefully review the Realtor Deduction Reference so you know what you’re 

entitled to deduct.
 Keep a mileage log.
 Pay estimated tax EVERY quarter as soon as you are profitable.
 Don’t forget to file Form 1099’s in January.  Don’t DIY this.
 DO NOT form an LLC or S-Corp without consulting a CPA FIRST.  Get 

accounting and bookkeeping fees up front. (wait until Profit is $100K+)
 You should be in contact with your CPA ROUTINELY throughout the year 

for tax planning.
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