Countable Self-Employment Income (Nov. 2004)

Question:  “NCP has requested a review as he is retiring from the military 12/04 and will be receiving less pay. Here is what he has sent me and I am a little confused on what to use. His retirement will be $1814.00 per month he also has investment income and rental property income that he has reported to me. On the cs 65 he put that his gross monthly income was $3314.00 which would be the right amount if I add his monthly income of $1814.00 plus his investment income and his rental income, but the rental income is before losses. He has sent me a copy of his income tax from last year along with a income and loss from rental property sheet that he has filed. I’m confused as to what I should use for the rental property should I go by the tax return from last year? But since I am figuring on future retirement income should I just use the actual income from the property before any losses are figured?”

Answer:  According to the procedural instructions for the CS-65 (Statement of Income and Resources), #3 page two, " KRS 403.212(2)(c) states that gross income from self-employment, rent, royalties, ownership of a business, or joint ownership of a partnership or closely held corporation means gross receipts minus ordinary and necessary expenses required for self-employment or business operation.

Straight-line depreciation, using IRS guidelines, is the only allowable method of calculating depreciation expenses in determining gross income.  Specifically excluded from ordinary and necessary expenses are investment tax credits."

Therefore, use the income and loss from rental property sheet that the noncustodial parent used to file his taxes to determine the actual monthly income received from the rental property.
