
Maximizing Your Finances
Tax Planning, S-Corps & QuickBooks for REALTORS®

Frequently Asked Questions 
S-Corps, LLCs, and Retirement

3 - Is creating a single-member LLC and designating it as an S-Corp the same as forming an S-Corp
....directly?

1 - How do I organize my real estate business as an S-Corp for tax benefits?
Forming an S-Corp can help reduce self-employment taxes by allowing you to pay yourself a
reasonable salary and take additional income as distributions, which aren’t subject to payroll
taxes. You can elect S-Corp status for an LLC by filing IRS Form 2553.

2 - Does having an S-Corp affect my ability to collect Social Security benefits later as a
.....REALTOR®?

Your future Social Security benefits are based on the amount of wages reported through
payroll. If you're an S-Corp owner and pay yourself a low salary, your reported earnings may
reduce your eventual benefit. It's a balance between tax savings now and retirement income
later.

Yes. A single-member LLC can elect to be taxed as an S-Corp by filing Form 2553. This gives
you legal protection from the LLC structure while taking advantage of the tax benefits of an
S-Corp.

The information provided is for general guidance only and does not
constitute financial, tax, or legal advice. 

Tri-County Suburban REALTORS® does not endorse or recommend
any specific tax strategies or interpretations.

4 - When should I form an LLC or S-Corp as a REALTOR® —and what are the tax advantages?
Generally, once you're earning consistent income and netting over $50,000 - $75,000 annually,
it may make sense to explore an S-Corp election to reduce self-employment tax. An LLC
provides liability protection, while the S-Corp adds tax flexibility.

5 - If my spouse and I co-own a real estate LLC, should we elect S-Corp status for tax reasons?
You may benefit from S-Corp taxation, but it depends on income level, how active both
spouses are in the business, and your state’s rules. A CPA can help run the numbers to see if
the payroll and administrative costs are worth the tax savings.

6 - If I hire my children to help in my real estate business, do they need to be on payroll (W-2)?
     Can they contribute to an IRA?

Yes, if your business is an S-Corp or a partnership, your children must be paid as W-2 employees.
If they earn enough income, they may be eligible to contribute to a Roth IRA—great  way to start
building their financial future.

7 - Can I receive employer-paid IRA contributions if I’m an owner of the S-Corp?
Yes, as long as you're paying yourself a salary through payroll. Contributions
are calculated based on your W-2 wages and must follow IRS limits. Consider a
SEP IRA or Solo 401(k) for more flexibility.
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8 - If I pay myself rent from my S-Corp for office space I own, is that income subject to Social
....Security or other taxes?

Yes. The rent you receive is reported on your personal return as passive income (Schedule E)
and isn’t subject to self-employment tax—but it is still subject to federal and state income
taxes. Just be sure the rent is at fair market value to avoid IRS scrutiny.

9 - How do I know which retirement plan is right for my real estate business?
It depends on how much you want to contribute, whether you have employees, and how
much flexibility you need. SEP IRAs, Solo 401(k)s, and SIMPLE IRAs are all good options for
self-employed realtors. Talk to a financial advisor to choose the plan that fits your income
and goals.

The information provided is for general guidance only and does not
constitute financial, tax, or legal advice. 

Tri-County Suburban REALTORS® does not endorse or recommend
any specific tax strategies or interpretations.
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