California Non-Resident Withholding

PROMAS

Property Management Solutions for Over 30 Years

Overview
A procedure for withholding and paying the tax for non-resident owned units.

The procedures in this document assume that the optional module "Tax Collection" is purchased and
installed.

The procedure that follows is for withholding and paying the tax for non-resident owned units you are
managing in accordance with FTB Publication 1017 (Rev 12-2021) using Form 592. It involves
analyzing and determining the net income for each unit, calculating the withholding, then moving it
from the owner/property ledger to a management group ledger. The report generated provides all the
information required to manually complete the FTB form 592. Per the FTB, reporting must be done
manually for up to 250 payees. Checks are written to the Financial Tax Board from the management
group ledger and are paid four times a year on a 3 month, 2 month, 3 month, 4 month schedule.
There are 2 possible methods for collecting the tax.

METHOD 1 (Recommended): Collect tax by period and pay the tax by period.

Tax is collected for the prior months, based on the schedule. This ensures that you are collecting the
right amount from the owner, but you may need to increase his distribution reserve so you have
enough money in his ledger after his distribution to collect 4 months of taxes (28% of the monthly
rent). The schedule to use is California Tax, which corresponds to the 3,2,3,4 schedule. This means
collecting for Jan-Mar on April 1, April-May on June 1, June-Aug on Sept 1, Sept-Dec on Jan 1.

METHOD 2: Collect tax monthly, pay tax by period.

Tax withheld is collected for the prior month and paid per the schedule. (To collect for current month,
see NOTE below.) The withholding is taken from the ledger monthly and paid to the tax authority.
Using this method there is a possibility you may take $1 too much or $1 too little because of the
rounding. You will need to set up a separate recurring transfer so you can generate a report that
includes 1 period totals to use to fill in the state forms. There is also a possibility that tax money may
be wrong if you take a vacant management fee and you are computing the tax on rent less
management fee. See Addendum B.

NOTE: The tax collection and recurring transfers consider transactions relative to the Next Scheduled
date. For example, a "monthly" schedule with a Next Scheduled date of 3/1 will consider transactions
from 2/1 - 2/28. A "monthly" schedule with a Next Scheduled of 3/16 will consider transactions from
2/16 - 3/15. Thus, if you want to include this month’s rent collections to show on this month’s
statement and your day to do statements is the 20th, then set the Next Scheduled to the 20th and you
will collect tax on all relevant transactions from the 21st of last month through the 20th of this month.
The recommended Next Scheduled date is the 1st of next month.

The PROMAS Landlord Software Center « 703-255-1400 » www.promas.com

Document Number R-360 1 January 2023


http://promas.com/
http://support.promas.com

METHOD 1 and 2 - steps 1-9 are the same for both methods.
One Time
1. Set up a Withholding Tax Management Group. It is where the tax monies will accumulate.
That will keep them separate from your management fee income.

a. Go to Profiles, Management Group.

b. Click New, click OK to the warning message

c. Make the Short ID something like TAX MG and long description Withholding Tax.
d. Save

2. Under <<Setup, Account Codes>> set up an account code called Tax Hold: Tax Withheld with
an account type of expense. It will be used to take the withholding amount from the owner.

3. Set up another account code called Tax In: Withheld Tax with an account type of income. It
will be used to put the tax money into the Management Group ledger.

4. Set up a third account code called Tax Paid: Withholding Paid with an account type of
expense. It will be used to pay the Tax authority.

5. Under <<Setup, Bill Codes>> set up a Bill Code called of Tax Paid: Withholding Paid to point
to the Tax Paid: Withholding Paid account code created above. It will be used on the check to
the Tax Authority.

6. Under <<Setup, Categories>> set up a Category for Non-Resident Withholding.

] [Category] ]
| Name |N0n—ReswdentWithholding | Sort Position I:I
| Section | | Category is a Label []
el T |General v‘ Category is a Note []
Profile Spedific []
| Alert Type |None v‘ p
I Reminder Type |N0ne v‘ Hero PM Code I:I
I rCommen
Comment is a Template for New Categories []
| undod | melp | oekete | tew | previous | mext | save | cuse |

The PROMAS Landlord Software Center « 703-255-1400 » www.promas.com

Document Number R-360 2 January 2023


http://promas.com/

7. For single family residences, add the category to the Unit Profile.

a.
b.
c.
d.

Edit the Unit Profile and go to the Categories tab.

Click <Edit> in the upper right.

Choose the Non-resident category you created in step 6.
Enter the payer's tax ID in the Qualifier field.

8. For multi-unit properties, put the category in the Property profile. Enter the Tax ID in the
Quialifier field and enter the property address in the Comment field.

7 Edit Categories EE
b

All IGenera\] Cumment} Emergency] mspemonl L\stmgl Mamtenancel We\come}

Category | Lawn Service

|

b lm

Effective

Internet
I Publishing

Qualifier |Lawn Doctar

| Expires |12/31/2014
S [t v SR
lifiersl] 23-55-6611 i
= | S
mment -
AP
AR
1
-
_

9. Set up an Account List under <<Setup, Account List>>. Name it Withhold or something
similar. It will be used as the Source List in the Recurring Transfer record. The account list
should contain the account code for Rent, the account code for Management Fee Expense
and any other accounts that should be considered per FTB directives.

— R——
|| The Professional Landlord for Windows [Ca Tax_ E‘

File Profiles AP AR GL Maintenance Reports Mailings Links Setup Help

Profile Search

| cA withholding [Account Lisq |

)

D MTHHOLD | [CAWithhalding |

s

Account | RENT: Rent |

| |»|m

Account |MF EXPENSE: Management Fee |

.
—— —— e e . —— | ——
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METHOD 1 - Collect and pay tax by period — One Time continued

10.Under <<Setup, Recurring Transfer>> set up a Recurring Transfer profile for use in calculating
the withholding and moving it to the withholding management group.

a. Make the Schedule California Tax.

—Posting Information

b. Mark the "Round to the Nearest Dollar" checkbox.
c. Setthe Next Scheduled date.
d. Make the Alternate Payee the Tax management group created in Step 1.
e. The recurring transfer uses the ledger transactions as the basis for creating the journal
entry.
CA Tax [Recurring Transfer]| ]
| D |CA | |CATax
—Schedule Transfer Amount
| Schedule Percentage
| Next Scheduled ,m Minimum I:I
Schedule Expires | Maximum I:I

| Delay in Days I:I Round to Nearest Dollar [

I Include if No Calculated Amount []

|

|

|

|

Debit Account |TAX HOLD: Tax Withheld S |D|

Credit Account [TAX IN: Withheld Tax vz

Alternate Payee |TAX: Tax Management Group \’|D|
Reference |CAWitthIding | [] Transfer From Management Group

Memo | |

Source Account | \’|D|

Source List |WITHHOLD: CA Withholding vz

Limit to Category |N0n-Resident Withholding Y |D|

NOTE: A separate Recurring Transfer profile must be created for any owner or group of owners
who have obtained a reduction or waiver on the established rate.

Distribution Reserve

Go into each owner or property profile, on the Checks & Statements tab, and increase the Distribution
Reserve so you will have enough to take the tax when due. 28% of the taxable amount is due in
January for the September-December period.
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Each Submission

Go to <<GL, Scheduled Journal
Entries>>. Mark the radio button
for Tax Collection. Restrict to the

CA Tax tax collection.

Click <Compile>. The amount of
withholding is based on the unit-
specific rent income transactions

for each ledger.

Internet
Publishing

NTN

Gl
Main t(ha nce

Reports

Date

| Scheduled Journal EntrieﬁI

(" Recurring Journal Entries

" Recurring Transfers

" Reconcile Property Management Fees

(@ Tax Collections

Limit to Schedule l:l

Restrict to |G‘\: CA Tax

~laf

I
I Scheduled Through m
I
I
I
I
|

Fayer

Transfer Amount

Profile Search

s

04/01/2015 |FAR436: 436 Fairway Drive

$146.00| ] Skip

04/01/2015 |mm212: 212 Main Street

$121.00| O skip

04/01/2015 |OAK21]8: 2118 Oak Street

$12300] [ skip

04/01/2015 |wnzoz: Willow Brooke Unit 202

$26.00 [ skip

04/01/2015 |wnzoa: Willow Brooke Unit 203

$150.00| [ skip

m

All £ Selected ;ISeIected Megathe ,{Skipped Zero ;(Skipped I\IDH-ZEI’DJI

Print the report. This has the information you need to write the check and fill in the state report.

Click <Post>.
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Post Tax Collections
April 1, 2015
CA Tax
Period TaxID Reference Owemer Address Taxable TaxCollected Skipped
01/01/2015 123-55-5511 436 Fairway Drive Harrizon 5. Golden £2 080.50 2148.00
c Vienna, WA 22130 11 Walking Lane
0372172015 Preston, NH 02150
01/01/2015 123-55-2080 212 Main Street Frederick L. Clayton $1,733.74 $121.00
Faifax, VA 2115 238 Vista Way
03312015 '
Valdesta, CA 30290
01012015 123-55-2111 2118 Dak Street Donald 5. Schenk 21,764.00 $123.00
c Vienna, WA 22130 3342 Alligator Walk
0373172015 Plantation, FL 74350
011012015 Willow Brooke Unit 202 Charles W. Harris £372.00 £26.00
Unit 202 773 Amow wood Street
03312015
Vienna, VA 22181 Wilton, CT 07451
011012015 Willow Brooke Unit 203 Charles W. Harris £2,139.00 £150.00
Unit 203 773 Amrowrwood Strest
03312015
Vienna, VA 22181 Wilton, CT 07451
23,080.24 2568.00 20.00
Count 5 5 0

Write a check to the tax authority using the Tax Management Group as the Bill To and the Bill Code
you created earlier.

Write Check 5|
I Posting Date [] Hand Written
| Invoice # [APRILT. 2015 |
Payee |FFB: Franchise Tax Board [Vendor] §,|g,| |Vend0r v|
| Bank |CHECKING: Bank Account Checking $|D|
I 0One Time | | Check Number I:I
I Memo | | Discount (%) I:'
I Work Order | %|D| Disgount () I:I
ﬁ\1_. Imvoice ;{2. Payee Address & Comments J:’
Bill To |TAX: Tax Management Group [Management Group] 4 |g,| |Management Group v| ?
Bill Code [TAX PAID: Tax Paid % |D| —

Amount $566.00) [] Split Charge with Owner

v
Undiscounted Total $566.00  Total Discount I:I Discounted Total $566.00
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METHOD 2 - Collect monthly, pay per schedule.
One Time — see steps 1-9 above

10.Under <<Setup, Recurring Transfer>> set up a Recurring Transfer profile for use in calculating
the withholding monthly and moving it to the withholding management group.

a. Make the Schedule Monthly.
Mark the "Round to the Nearest Dollar" checkbox.

b
c. Set the Alternate Payee to the Tax management group created in Step 1.
d

The recurring transfer uses the ledger transactions as the basis for creating the journal

entry.

Note: A separate Recurring
Transfer profile must be created
for any owner or group of
owners who have obtained a
reduction or waiver on the

established rate.

CA Tax - Monthly [Recurring Transfer] |

H

D |C'{\-|—’A'>< | |GATﬁfoonth|y | [ Used for Tax Collection

Schedule Transfer Amount

Schedule |Monthly - Percentage
Mext Scheduled |01/01/2015 ﬂ Minimum I:I

Round to Nearest Dollar [X]

Schedule Expires |

Posting Information

I Include if Mo Calculated Amount []

Debit Account |TAX HOLD: Tax Withheld S |D|

Credit Account |TAX IN: Withheld Tax Y |D|

Alternate Payee |TAX: Tax Management Group $|D|
Reference [] Transfer From Management Group

Memo | |

Source Account | \'|D|

Source List [WITHHOLD: CA Withholding =]

Limit to Category |Nun-Resident Withholding Y |D|

== v Provims | maxt s weiosen

11.Set up another Recurring Transfer profile per Method 1, to be used for report purposes only.

12.Make the Schedule California
Tax. Mark the "Round to the
Nearest Dollar" checkbox.

13. This will be used for

information only. Although

you will compile, the

transactions will not be

posted.

CA Tax [Recurring Transfer] ‘

D |CAREPORT | |C\ATW Feparting Onky | X Used for Tax Collection

Schedule rTransfer Amount

Schedule California Tax -
Next Scheduled |04/01/2015 ﬂ

Schedule Expires 13

Percentage
Round to Mearest Dollar [¥]

Include if No Calculated Amount []

rPosting Information

Debit Account |TAX HOLD: Tax Withheld = |D|
Credit Account [TAX IN: Withheld Tax vz
Alternate Payege |TAX: Tax Management Group $|D|

Reference |CAWithhmdmg

[] Transfer From Management Group

Memo | |

Source Account | W|D|
Source List [WITHHOLD: CA Withholding ||
Limit to Category |Nun-Resident Withholding "|D|

[t previus | e [[wamere| oo
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Each Month

Go to <<GL, Scheduled
Journal Entries>>. Mark the

radio button for Tax

Collection. Restrict to the

monthly tax collection.

Click <Compile>. The
amount of withholding

based on the unit-specific
rent income transactions for

Scheduled Journal Entries

" Recurring Journal Entries
" Recurring Transfers
" Reconcile Property Management Fees

® Tax Collections

is

} Scheduled Through
|
|
|
|
|

Restrict to ‘k:A TAX: CA Tax - Monthly

each ledger. —
e crocoes 1 R s
You can pl’lnt the — Date Fayer Transfer Amount i
report. — [07/0772015 | [CEDARa27: 327 Cedar Lane | 34300 O skp =
. Publishing 0170172015 FAIR436: 436 Fairway Drive $73.00 ki 2
Click <Post>. (R | || | @ =
_ 0/01/2015 [MATNZ12: 212 Main Strest | $61.00] O skip
/0172015 [oaK2118: 2118 Oak Street ‘ @700 O skio
|61 201 | [we202: willow Braoke unit 202 | ‘ $166.00] [ skip
|uwmfzu15 | |WB203: Willow Brooke Unit 203 ‘ ‘ 5225 uu| [ skip
| e | post | Report | cancer |
All f Selected [{Se\ected Megative ASk\pped Zero [{Skipped NDn-Zern/ |I
Post Tax Collections
January 13, 2015
CA Tax - Monthly
Period Tax ID Reference Owmer Address Taxable TaxCollected Skipped
12/012014 123-55-5511 327 Cedar Lane Harrizon 5. Golden 2621.00 243.00
Vienna, WA 22181 11 Walking Lane
120312014 C
Preston, NH 02150
12012014 123-55-5511 435 Fairway Drive Harrison 5. Golden $1,040.25 §73.00
Wienna, VA 22180 11 Walking Lane
120312014 '
Preston, NH 02180
120012014 123-55-2088 212 Wain Street Frederick L. Clayton 5866.87 $61.00
Faifax, VA 2115 238 Vieta Way
12Enz04 Valdesta, CA 80250
12012014 123-55-2111 2118 Dak Street Donald 5. Schenk (%100.00) ($7.00)
Vienna, WA 22180 3342 Alligator Walk
121312014 :
Plantation, FL 74350
12/012014 Willow Brocke Unit 202 Charles W. Harris 52,371.50 £166.00
Unit 202 773 Amow wood Sireet
12312014 Wienna, VA Z2181 Wilton, CT 07451
12012014 Willows Brocke Unit 203 Charles W. Harris $3,208.50 222500
Unit 203 773 Amow wood Sireet
1232014 Vienna, WA 22131 Witton, CT 07451
£8,008.12 £551.00 50.00
Count ] 6 0
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The money has now moved from the owner/property ledgers into the Withholding Management Group
ledger. You can run an Income Details report to see the money in the ledger.

Income Details
January 1, 2015 to April 1, 2015
Tax Management Group
Date Description Amount Balance
01/01/2015 Beginning Balance 20.00
Income
Withheld Tax
04/01/2015 Withheld Tax to Tax Management Group for Willow Brooke Unit 203 3150.00
04/01/2015 Withheld Tax to Tax Management Group for 436 Fairway Drive 5145.00
04/01/2015 Withheld Tax to Tax Management Group for 2118 Oak Street $123.00
04/01/2015 Withheld Tax to Tax Management Group for 212 Main Street 5121.00
04/01/2015 Withheld Tax to Tax Management Group for Willow Brooke Unit 202 £26.00
Withheld Tax SEE5.00
Total Income 2586 11
Expenses
Tax Paid
04/01/2015 Tax Paid by check #4444 to Franchise Tax Board 5566.00
Total Expenses 255500
Net Income (Loss) S0.00
Net Balance Change 20.00
04/01/2015 Ending Balance 20.00
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Each Reporting Period - prior to completing the tax forms and writing check

e For submissions, go to <<GL, Scheduled Scheduled Journal Entries
Journal Entries>>. Mark the radio button for Tax © Reaurting Journal Erires
Collection. Restrict to the California tax S
reporting. Click on the folder button to view the & TagColectons
Recurring Transfer profile. Verify that the Next Sahacled Twovgh DTS
Scheduled date is the 1st day of the reporting umttoschecde | )
month (April 1 for Jan 1-Mar 31). B geartto [PARERORT: Ca Tox - Reparting oy >[G]

e Click <Compile>. The amount of withholding is
based on the unit-specific
rent income transactions for

.| Transfer Candidates

Profile Search = Payer Transfer Amount

!
af
i

each Iedger for the quarter. (040772016 | [FAIR436: 436 Fainway Drive | | +146.00] (] skip =
bl U (04012015 | [MAm212: 212 Mein Street | ] $121.00] [ skip —
‘04,‘01/2015 | |DAK211s: 2118 Oak Street ‘ ‘ $123.DD| O skip
e Print the report. This is the l [40isis | [we202: wilow Brooke Unit 202 || $2600] [ Skip
information you will use to R ((o+ 2015 | [vwe203: willw brooke un 203 | §15080] O o
pay the tax authority and fill
in the state report.

e Click Cancel. DO NOT
POST. The tax money has
already been moved. This is

strictly for the check and for (—— [ post | eport | cancel |

reporting purposes. "\l [Selacten [Selctad Nagatve |Skipped 2em |SKipped Non-zern | I

e After you print the report, go to the Recurring Transfer profile for quarterly reporting and
change the Next Scheduled date to the first day of the next reporting month.

Post Tax Collections
April 1,2015
CA Tax - Reporting Only
Period Tax ID Reference Owmer Address Taxable TaxCollected Skipped
01/01/2015 123-55-5511 436 Fairway Drive Harrizon 5. Golden £2,080.50 £146.00
c Vienna, VA 22180 11 Walking Lane
03312013 Preston, NH 02180
01/01/2015 123-55-2089 212 Main Street Frederick L. Clayton $1,733.74 £121.00
Faifax, VA 21015 238 Vieta Way
ga31z03 Valdesta, CA 80290
01/01/2015 123-55-2111 2118 Dak Street Donald 5. Schenk £1,764.00 £123.00
Vienna, VA 22180 3342 Alligator Walk
03312015 h
Plantation, FL 74330
01012015 Willow Brooke Unit 202 Charles W. Harriz $372.00 525.00
033112015 Unit 202 773 Amow wood Street
Vienna, VA 22181 Wilton, CT 07451
01/02015 Willow Brooke Unit 203 Charles W. Harris $2,139.00 £150.00
032015 Unit 203 773 Amowwood Strest
Vienna, VA 22181 Wilton, CT 07451
$8,089.24 $566.00 50.00
Count 5 5 0
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Write a check to the tax authority using the Tax Management Group as the Bill To and the Bill Code

you create earlier.

After writing the check, you can run the Income Details report again to show that the management
group has been zeroed out. Because the rounding was done on a monthly basis, it is possible there

will be a surplus or shortage of a few dollars.

Income Details
January 1, 2015 to April 1, 2015

Tax Management Group

Date Description
01/01/2015 Beginning Balance

Income
Withheld Tax

040172015 Withhel Tax to Tax Management Group for Willow Brooke Unit 203
04/01/2015 Withheld Tax to Tax Management Group for 436 Fairway Drive
04/01/2015 Withheld Tax to Tax Management Group for 2118 Oak Street
040172015 Withhel Tax to Tax Management Group for 212 Main Street
04/01/2015 Withheld Tax to Tax Management Group for Willow Brooke Unit 202
Withheld Tax

Total Income

Expenses
Tax Paid

04/01/2015 Tax Paid by check #4444 to Franchise Tax Board
Total Expenzes

Net Income (Loss)

MNet Balance Change

04/01/2015 Ending Balance

Amount

$150.00
5146.00
$123.00
121.00

526.00

£566.00

$566.00

$566.00
5566.00

50.00

20.00

Balance
£0.00

50.00
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ADDENDUM A
Special situation: a partnership where one owner is resident, another is non-resident.

To have the tax transaction show on your reports, create a new transfer record for that property with a
tax of 3.5% (assuming each owner has equal shares in the property).

In the Property profile, make the non-resident owner the first on the list, because that is the one that
will show on the report.

That will produce a report that you can use to fill out the form, and put the correct amount in the Tax
Management Group when you write the check.

However, the 3.5% deducted will be equally divided between the owners for distribution purposes, so
you will have to do a journal transfer to reimburse the property from the non-resident owner ledger
each time you do the transfer.

IF there are more than 1 non-resident owners in the partnership:

The best way to handle this is manually each month with a journal transfer or scheduled journal entry.
To determine the amount:

1. Total rent less total management fee = NET RENT

2. Multiply the NET RENT by the percentage of ownership of the non-resident owner(s) =
SOURCEAMT

3. Multiply the SOURCEAMT by the 7% tax = TOTAL TAX
4. Divide the TOTAL TAX by the number of non-resident owners = NET TAX

You can set up a Recurring Journal Entry from each owner profile to debit the NETTAX amount from
the owner ledger and credit the Tax Management Group.

For example: Suppose you have a partnership of 5 owners, each with 20% ownership. 4 of them
are non-resident, one is resident. Rent is $100 per month, management fee is $200 per month.

. $1000 - $200 = $800 (NET RENT)

. $800 X 80% (20% X 4) = $640 (SOURCEAMT)
. $640 x 0.07 (7%) = $44.80 (TOTAL TAX)

. $44.80/4 = $11.20 (NET TAX)

A WON PR
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ADDENDUM B
Special situation: a unit is vacant for a time and you are taking the tax monthly.

NOTE: The tax is based on the net of rent less management fees for the reporting period.

Example A: Rent is $1000/month, management fee is $80, even if unit is vacant. Unit is vacant
January and February, rented in March.

e Method 1 - The tax owed for Jan-March is $53 (1000 - 240 x .07). That is what will be posted
and will show on the report.

e Method 2 - In January the system will post a refund to the owner of $6 (-80 x .07). In February
it will do the same. In March it will take $64, meaning a net over 3 months of $52. The
guarterly report will show the right amount ($53).

Example B: Rent is $1000 / month, management fee is $80, even if unit is vacant. Unit is vacant
January - March.

e Method 1 - The calculated tax for Jan-March is negative, but that is not refunded or reported -
there is no tax on that reporting period. Click on the Selected Negative tab and skip that line.
No tax will be posted nor will it show on the report.

e Method 2 - In January the system will post a refund to the owner of $6 (-80 x .07). In February
and March it will do the same. When you compile the quarterly report you will see the negative
tax for the reporting period. Then you know that those transactions will have to be voided out
because no tax is owed.
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