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UPCOMING EVENT
INFORMATION - FEBRUARY 7

TEN REASONS NOT TO USE
CORPORATIONS FOR REAL
ESTATE OWNERSHIP

Next event is to be held on Feb 7 2019, 06:30 - 09:00pm at the Hilton
Hotel, Dedham. 25 Allied Dr, Dedham
Ebere Okoye will be our speaker in February. Ebere is the founder of The Wealth Building CPA, a team of trained professionals experienced at providing detailed economic
solutions and planning to people and companies. Okoye’s team handles everything
from tax compliance and planning to provide clients with well thought out investment
strategies that result in the generation of passive income, and ultimately, complete
financial freedom.
Ebere will go over the 10 most common mistake;
Mistake #1: Deducting Expenses in the
Wrong Place.

Mistake #7: Not having an entity structure
that saves you in taxes.

Mistake #2: Limited by Passive Loss Rules.

Mistake #8: Not having an LLC that defends
you against IRS.

Mistake #3: Real Estate Professional Status.
Mistake #4: Missing Carry forward Tax
Benefits.
Mistake #5: Lack of Proactive Planning and
Analysis.
Mistake #6: Not having an entity structure
that shields you.

Mistake #9: Not having an entity structure
that prevents legal disputes with partners
or others.
Mistake #10: Not having an entity structure
that gives you important operating
guidelines for successfully running your
business.

Mark your calendar right now as we unlock the secrets to real
estate investing success in today’s changing economy.
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BOSTON REAL ESTATE INVESTORS ASSOCIATION
Ten Reasons not to use Corporations for Real Estate Ownership
Why use an LLC partnership instead of a Corporation?
LLC-partnerships avoid the following corporate disadvantages by default (automatically); by
election; or by planning. When referring to a partnership the term “partner” includes a member
of an LLC or more specifically of an LLC-Partnership. Such reasons not to use corporations pertain
to both rental keepers and resale flippers.
1. IRS AUDITS: Corporations (C and S) are audited more than partnerships and corporate audits are
on the rise. For instance, corporations are fairly frequent targets on the issue of reasonable
compensation (discussed in number 4 below).
2. COSTLY DEALER STATUS: Corporations are designed for active (ordinary income) businesses.
Thus, using a corporation (C or S) for quick-sale flips is a blatant admission of costly dealer status
and impairs dealer-avoidance planning.
3. PAYROLL FILINGS: Corporations (C or S) are subject to more payroll filings because corporate
shareholders are employees and must receive a reasonable W-2 salary. In the case where there
are annual tax losses in the corporation, a W-2 salary could cause unnecessary taxable income to
shareholder-employees. How costly!
4. IRS SCRUTINY OVER “REASONABLE COMPENSATION” TO “C” OR “S” CORPORATION
SHAREHOLDER-EMPLOYEES. Reasonable compensation essentially means that the combined
amount of wages and fringe benefits cannot be disproportionate in relation to the value of the
work being performed.

Ebere Okoye, the Wealth Building CPA

5. LIMITS ON DEDUCTING LOSSES: One of the unique, magical virtues of real estate investments is that a property can be showing a “paper”
tax loss, yet still be financially profitable with positive cash flow. Corporations (C or S) have limits on fully deducting rental property tax
losses.
EXAMPLE: Assume a property is held in a C-corp and it generates $20,000 of bottom-line tax losses. If the owner is in a 31% tax bracket,
they would lose $6,200 of tax savings!
6. TAXABLE REFINANCING: S-corporation distributions of tax-free borrowed money to shareholders could end up being taxable income
because of the above basis limitations of not including third party debt. That is, the rule in number 5 above could make a tax-free
refinance, taxable!
7. TAXATION OF DISTRIBUTED PROPERTY: With corporations (C or S) there is taxation on distributions of appreciated property deeded from
the corporation to the shareholder even though no cash is realized.
8. TAXATION ON ENTIRE CORPORATE LIQUIDATION: With C or S corporations there is taxation on the liquidation of the entire corporate
entity (with appreciated real estate) even though cash may not be realized. With real estate, you need tax-free exit strategies. You will not
get this with C or S corporations.
9. TAXATION ON CORPORATE CONVERSION TO AN LLC: With C or S corporations, conversion of the corporation (with appreciated assets) to
an LLC will result in tax liabilities even though cash may not be realized. You therefore need to plan your tax-free exit strategy in advance by
not putting real estate in corporations in the first place
10. TAXATION ON PROPERTY TRANSFERS TO A CORPORATION: Transfers of appreciated property to a corporation (C or S) is taxable if the
contributing shareholder is not in control of the corporation immediately after the transfer. This could be a tax dilemma where there will
be a more than 80% change in owners after the incorporation.
Join us February 7th to hear Ebere Okoye, the Wealth Building CPA
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ADVERTISEMENT

The Home Depot
is the world’s largest home improvement specialty retailer. The Home Depot offers customized cost reduction solutions that target and
meet the evolving needs of professional customers involved in residential and commercial construction, and facilities maintenance. As a member, you will
have access to The Home Depot’s Pro Xtra Loyalty program. As part of the loyalty program, you will recieve a 2% rebate on your Home Depot purchases, on
top of their already low prices. You will also be able to take advantage of the Home Depot Appliance program that allows you to easily order the appliances
you need from the exclusive catalog designed for National REIA members.
Plus, The Home Depot now offers our members 20% off interior and exterior paints and primers at your convenient one-stop shop for paint, coating
products & more.
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