DEBITS & CREDITS

COLUMN
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Tips and tricks to get through an audit
as quickly and easily as possible.
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Debits & Credits… continued from page 12

accounts, it is always best to be represented
by a tax attorney and/or experienced tax
professional. The tax consequences for failure to report can be significant.

Law Offices of

M C HALL & ASSOCIATES
Legal Services for Landlords

Once engaged, a tax professional will
communicate with the IRS on your behalf,
schedule an appointment and meet with
the auditor with or without your presence.
The tax professional will also check your

Experienced Professionals Assisting the Real Estate
Community Since 1981

books and records—not only to prepare for

All Aspects of Real Estate and Landlord Tenant Law

the audit, but also to identify if there are

Cost-effective, Practical Advice

any missed or overlooked deductions. Instead of a no-change result, you might walk
out with a refund.

Gather Your Relevant
Tax Documents

Evictions, Real Estate Disputes, Rent Board Hearings,
Condos, TICs
Ask About Our Flat Fees

As soon as you receive an audit notice,
make sure to read what items need to be

MHallLaw.com

verified. Make a list of items that you need

(415) 512-9865

to gather so that you can cross them off as
you find them.

605 Market Street, 9th Floor, San Francisco, CA 94105
Locate your bank and the credit card statements. It sometimes takes weeks to receive
missing bank statements after the request
is made (if not already available online).
Therefore, it’s important to identify what
you have and what you do not have early

License No. 797467

in the process. A best practice is to always
download and save every statement as it
becomes available to you. It is also best to
use the “Check Copy” feature. Have you
requested check images from the bank?
Then you know that the cost of requesting
numerous check images can be pricey.
To verify expenses, we recommend that
you print out the expense detail report
from your accounting software as the
summary sheet, and organize supporting
documents behind the summary for easy
referencing. Neatly organized documents

Seismic & General Contractors

www.wcpc-inc.com
Tel: (510) 271-0950

Conform To New Soft Story
Apartment Building Seismic Ordinance
San Francisco, Alameda, Oakland & Berkeley
• Successful track record of seismic retrofitting numerous soft-story
apartment buildings in the Bay Area.
• Years of experience in cost-effective seismic retrofit design and
construction—all under one company.

will simplify the process.

• Guaranteed approval of engineering and construction in
conformance to Soft Story Ordinance.

If any or all of the deductions include auto-

• Screening, evaluation, engineering, construction, final city sign-off.

mobile, home office, meals and entertainment, be prepared to bring your mileage
logs, appointment books, and/or calendars.
For more about the record-keeping requirements for these three expenses, please

For inquiries, please contact Homy Sikaroudi, PhD, PE

refer to my article from the January 2014
sf.1013.west.coast.premier.indd 1
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issue of this magazine, “Recordkeeping
Resolutions.”

Reconcile Your Deposits
As mentioned above, the IRS agent will
need to confirm that there is no unreported
income. If you use a proprietary accounting
software, such as QuickBooks, it is easy to
identify non-income deposits to your bank
accounts. If you do not use any software,
it is best to come to the audit with gross
deposit reconciliations. You will be asked
to explain the difference between total
deposits and total income reported on your
return.

MARKET KNOWLEDGE, INSIDE AND OUT.
As a matter of fact, her multi-unit building
knowledge and sales experience are so
extensive that she’s a columnist for this
magazine, and sales manager at Hill & Co.
Real Estate, where she mentors others.
For All Your Real Estate Needs.

If you used one bank account for both
business and personal purposes (not recommended), you can simply use an Excel
spreadsheet and add all the deposits and

Kilby Stenkamp
R E A LT O R ®
(415) 321-4398
kilby@hill-co.com

credits from the monthly statements. From
that sum, keep subtracting gross income
that was reported on your tax return.

DRE License # 01208585

Call Kilby Today!

For example, from the total deposit
amount subtract salaries (Form 1040); taxable and tax exempt interest and dividend
(unless reinvested) income (Schedule B);
business gross receipts (Schedule C); gross
proceeds from the sale of investment
stocks (Schedule D); gross rental income
(Schedule E) and any other income that
was reported on your tax return. Remember that you are comparing gross amounts
to gross amounts.
If there is a significant difference remaining, you should identify the non-income
deposits, such as refunds of purchases for
personal use, transfers from savings accounts, cash from borrowings, draws from

LEADING BAY AREA
REAL ESTATE ATTORNEYS

415 - 409 - 7611

STRATEGIC DISPUTE RESOLUTIONS

BORNSTEINLAWYERS.com

business and gift receipts, etc. These are
your explanations of the differences between the income reported on your return
and deposits reported on your bank statements. The goal is to come to a difference
of an insignificant amount.
If you cannot locate your tax forms, or cannot locate your tax returns, you can always
request your tax transcripts from the IRS.
Even if you have the information, it does
not hurt to know what information the
auditors have and match the data to numbers you reported on your tax return. If the
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third-party information is incorrect, then

EARTHQUAKE AND STRUCTURES, INC.

you know you have an item to explain. It is

Structural • Civil • Construction Management

better to be prepared than not.
Est. 1984

You can call the IRS and make a request
for a transcript or visit the IRS’s website
and use the tool called “Get Transcript.”

Premier Engineering Services in the Greater Bay Area
Since 1984
 Soft-story screening and report per city

This tool is only available to individual

ordinances

taxpayers. The earliest transcript available
is the return information timely filed three

 Seismic strengthening, foundations, and

years back.

retaining walls

When Meeting with the Auditor

 Construction management and oversight

The initial examination/interview

 Over 5,000 City approved construction

appointment is important. Ideally, you

projects, and 40 yrs. of design experience.

want to go in and come out with a nochange conclusion. Come prepared with

 Knowledgeable, reliable, and insured

organized documents and be able to

 Over 40 years of experience

explain any discrepancies.

Contact

If additional information is needed, sched-

Bishwendu K Paul, S.E., M. Eng.
UC Berkeley Alumni
Structural Lic. No. S003093

ule another appointment to bring the rest
of the documents. Confirm repeatedly that
that is the only pending item before reaching a conclusion. If no additional information is pending, ask how the auditor feels
about the audit, what the auditor’s pre-

(510) 601-1065
(415) 835-6754

bk@esiengineers.com
www.esiengineers.com

liminary conclusion is and when you can
expect to hear back.
These days, the taxing authorities mandate that taxpayers file their returns electronically. As a result, the process of data
analysis and data matching becomes an

Let the experts at CertaPro Painters®

important and efficient tool for isolating

of San Francisco, evaluate the condition

returns that do not fit the preset range of acceptable returns. One of the ways taxpayers
can walk one step ahead is getting transcripts online and comparing the transcript

of your home and deliver a paint job you’ll
love — with certainty.

data to their data.
We all have those little portable hard drives,
which can store so much data. Let’s use
them to store digital copies of tax returns;
scanned receipts; past business diaries,
calendars, logs and appointment books for
easy access; and reproduction of documents in times of need. If you get audited,
you’ll be glad to have it.
Jargal Oyunbileg is a CPA at Shwiff, Levy & Polo,
LLP. She enjoys going on short hikes, eating dim
sum, and picking pine nuts in Mongolia. She can be
contacted at jargal@yoursrvc.com.

Call CertaPro Painters® today to
schedule your FREE in-house estimate
NOW OFFERING

1-800-462-3782

COLOR
CONSULTATIONS!

Or visit us online at

Free for the first hour and $50
for each additional hour.

http://san-francisco.certapro.com/
CA Contractor License 805895
Certified Lead Renovators - EPA Certification # NAT-32975-1
Each CertaPro Painters® business is independently owned and operated.
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