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A new year, a A new year, a y
new beginning? 

y
new beginning? g gg g



Agenda
2011 Return Changes
What’s New for 2012
New R&M GuidanceNew R&M Guidance
Planning for Tomorrow



2011 Return Changes
Schedule D reporting
Passive activityPassive activity     
reporting
Foreign asset reporting



What’s New for 2012 - Businesses
Reduced bonus depreciation
Longer write-off period for real estateLonger write off period for real estate
Reduced Sec 179 expensing
Work opportunity tax credit (WOTC)Work opportunity tax credit (WOTC)  
tightening
Stock basis reporting requirements



Bonus Depreciation

In Service Date 2008-2010 2010-2011 2012

Bonus Depreciation 50% 100% 50%

Phase In Date 1/1/08 9/9/10 1/1/12Phase In Date 1/1/08 9/9/10 1/1/12

Phase Out Date 9/8/10 12/31/11 12/31/12

Oregon – no bonus in 2009 & 2010, 
reconnected to federal in 2011

California – no bonus ever



Qualifying Leasehold 
Improvements 
In Service Date 2011 2012

Depreciable Life 15 yrs 39 yrs

Phase In Date N/A N/APhase In Date N/A N/A

Phase Out Date N/A N/A

Bonus Depreciation? Yes Yes

Improvements must be pursuant to a lease 
No common area/structural improvementsp
No related party leases
Building must be at least 3 years old



What’s New for 2012 - Individuals
Reduced AMT exemption 
amountsamounts
Rate changesg



Top Income Tax

2011 2012 2013
Ordinary Income 35% 35% 39.6%

Qualified Dividends 15% 15% 39 6%Qualified Dividends 15% 15% 39.6%

Capital Gains 15% 15% 20%

Depreciation Recapture 25% 25% 25%

Oregon 11% 9.9% 9.9%

Top rates for 2013 do not include 0.9%p
Medicare HI or 3.8% investment income surtax



Federal Estate/Gift Tax

Federal 2011 2012 2013
Annual Gift Exclusion $13,000 $13,000 $13,000(est)

Lifetime Gift Exemption $5 000 000 $5 120 000 $1 000 000Lifetime Gift Exemption $5,000,000 $5,120,000 $1,000,000

Lifetime Estate Exemption $5,000,000 $5,120,000 $1,000,000

GST Lifetime Exemption $5,000,000 $5,120,000 $1,000,000

Portability Yes Yes No

Top Rate 35% 35% 55%



State Estate/Gift Tax

2011 2012 2013
Oregon

Lifetime Estate Exemption $1 000 000 $1 000 000 $1 000 000Lifetime Estate Exemption $1,000,000 $1,000,000 $1,000,000

Top Rate 16% 16% 16%

Washington

Lifetime Estate Exemption $2,000,000 $2,000,000 $2,000,000

Top Rate 19% 19% 19%



What’s New for 2012 – Expired 

Expensing of environmental
Tax Provisions

Expensing of environmental 
remediation costs
New markets tax creditNew markets tax credit
New energy efficient homes 
construction tax credit
Sales tax deduction
Mortgage insurance premium 
deductibilitydeductibility



What’s New for 2012 – Expired 

Nonbusiness energy property
Tax Provisions

Nonbusiness energy property 
tax credit
Allowance of personal taxAllowance of personal tax 
credits against AMT as well as 
regular taxregular tax
R&D tax credit
2% FICA tax cut (currently 
extended for the first 2 months 
of 2012)



New R&M Guidance
Temp regs issued 12/27/2011
Wh t th dWhat they do:
• Clarify & expand current regs
• Provide certain new bright-line tests
• Provide additional guidance for
depreciation and dispositionsdepreciation and dispositions

• Amend general asset account regs



New R&M Guidance
Key components:
• General capitalization rule• General capitalization rule
• Elective de minimis rule
• Define materials & supplies• Define materials & supplies
• Rotable & temporary spare parts
• Define unit of property (UOP)• Define unit of property (UOP)



New R&M Guidance
General capitalization rule

Capitalize amounts paid to/for:Capitalize amounts paid to/for:
• Acquire or produce a unit of real or personal 

property
• “Betterment” costs• Betterment  costs
• Restoration costs
• Adapt to a new or different use

Capitalize repair costs prior to placed
in service date

Facilitative costs:
• “Whether to buy” and “which property to 

acquire” for real estateacquire  for real estate
• Employee comp or overhead



New R&M Guidance
De minimis rule

Avoid Capitalization if:Avoid Capitalization if:
• Applicable financial statement “AFS” 

expenses costs pursuant to a written 
accounting policy in place at beginning ofaccounting policy in place at beginning of 
year, and

• Aggregate amount expensed is less than orAggregate amount expensed is less than or 
equal to the greater of:

 0.1% of gross receipts
 2% of total depreciation and p

amortization expense in AFS

• Selective election out available 



New R&M Guidance
Materials & supplies tangible 
property used or consumed inproperty used or consumed in 
business that is not inventory

Al f th f ll iAlso, any of the following:
• Component acquired to maintain, repair, or
improve a UOP

• Consists of fuel, lubricants, water & similar
items expected to be used within 12 months

• UOP with an economic life of 12 months or less• UOP with an economic life of 12 months or less
• UOP with a cost of less than $100
• Identified in previously published guidance asp y p g
materials & supplies



New R&M Guidance
Rotable and temporary spare parts

General rule: deducted when disposedGeneral rule: deducted when disposed
Optional rule: deducted when installed, 
but certain requirements must bebut certain requirements must be 
followed (FMV and basis adjustments 
must be made)



New R&M Guidance
Unit of property (UOP)
All t th tAll components that are 
functionally interdependent on 
th l t i i fthe placement in service of 
another component



New R&M Guidance
UOP for other than buildings:
• Defined as anything not classified as• Defined as anything not classified as 

a building
• All components that are functionallyAll components that are functionally 

interdependent comprise a single 
UOP



New R&M Guidance
UOP for buildings:
• Defined as a building and its structural• Defined as a building and its structural 

components (unless the component is 
a “building system”)

• Each building and its structural 
components are a single UOP
Structural components include parts of a 

building such as walls, partitions, floors, 
ceilings, windows, doors, permanent 

li d tili tpaneling and tiling, etc.



New R&M Guidance
“Building systems”:

• HVACHVAC
• Plumbing
• Electrical
• Escalators• Escalators
• Elevators
• Fire-protection & alarms
• General building security
• Gas distribution
• Other structural componentsOther structural components 

identified in published IRS guidance 
and not part of building structure



New R&M Guidance
Lessee’s UOP:

• Building structure or any building• Building structure or any building 
system if leasing entire building

• Portion of building structure orPortion of building structure or 
building system if leasing portion of 
building

• Exception for allowances
• What about rent substitute?



New R&M Guidance
Lessor must capitalize:

• Amounts paid to improve unit of• Amounts paid to improve unit of 
leased property owned by landlord

• Amounts paid indirectly throughAmounts paid indirectly through 
qualifying construction allowances

• Exception for allowances
• Lessee’s payment for improvements 

as rent substitute



New R&M Guidance
Other UOP rules:

• Retirements of building structural• Retirements of building structural 
components now treated as 
dispositions

• Treatment for tax depreciation 
purposes can override UOP rules (i.e., 
cost seg)cost seg)
 Note reclassifications for tax depreciation 
purposes change UOP



New R&M Guidance
Other UOP rules:

• Repairs in conjunction with• Repairs in conjunction with 
improvements no longer required to be 
capitalized (do not directly benefit or 
not incurred by reason of such 
improvements)

• Nonbuilding routine safe harbor• Nonbuilding routine safe harbor



Peco Foods Tax Court Case
TC Memo 2012-18:

• Ruled for IRS• Ruled for IRS 
• PSA that defined purchase price 

allocation between personalallocation between personal 
property, real property & other assets 
was binding and could not be 
modified by subsequent componentmodified by subsequent component 
depreciation accounting method 
changes



Perkins & Co Real Estate Team
Gary Reynolds, President, Audit Shareholder
greynolds@perkinsaccounting.com
503-221-7505

Tim Kalberg, Tax Shareholder
tkalberg@perkinsaccounting.com
503-221-7511503 221 7511

Brigitte Sutherland, Tax Shareholder
bsutherland@perkinsaccounting.combsut e a d@pe saccou t g co
503-802-8613

Kimberly Woodside, Tax Shareholdery ,
kwoodside@perkinsaccounting.com
503-221-7592

Trina Headley, Tax Senior Manager
theadley@perkinsaccounting.com
503-221-7593



Planning for Planning for g
Tomorrow

g
Tomorrow

Short-term strategiesShort-term strategies
&

Long-term strategies
&

Long-term strategiesLong term strategiesLong term strategies



Planning for Tomorrow
Maximize deductions on fixed 
assetsassets
• Bonus depreciation (still 50% in 2012)
• Cost segregation• Cost segregation
• Repairs & maintenance (new guidance 

in 2012)in 2012)
• Section 179 deduction (no longer 

applies to real estate)
• Section 179D deduction



Planning for Tomorrow
Personal income tax 
strategies:strategies:
• Lock in capital gains? 
• Lock in qualified dividends for C• Lock in qualified dividends for C 
corps?

• Passive activity reporting andPassive activity reporting and 
groupings

• COD planning
• Loss limitation planning 



Planning for Tomorrow
Estate Planning Strategies:
• Family limited partnerships• Family limited partnerships
• Defective grantor trust sales
• GRATs• GRATs
• Partnership freezes
• Intra family loans• Intra-family loans
• Don’t lose sight of basis reset



Planning for Tomorrow
Long-term planning strategies:

• Carried interests• Carried interests
• High-income taxpayer targets:
 Medicare and investment income increases in Medicare and investment income increases in 

2013
 Charitable contribution limitations?
 Home mortgage interest limitations?
 Increased audits and compliance focus



High-Income Taxpayer Increases 
in 2013

Medicare hospital insuranceMedicare hospital insurance 
(HI) tax
• Additional 0 9% on employee portion of wagesAdditional 0.9% on employee portion of wages 

in excess of $200,000/$250,000 for singles/joint 
filers



High-Income Taxpayer Increases 

Surtax on “investment
in 2013

Surtax on investment 
income”
• 3 8% on investment income where AGI is in3.8% on investment income where AGI is in 

excess of $200,000/$250,000 for single/joint 
filers

• Investment income taxable interest dividends• Investment income - taxable interest, dividends, 
rents, royalties and other non-wage income

• Business income & rental income classified as 
i ti iti t t !passive activities count too!



People, Prosperity & Places

USING PUBLIC/PRIVATE PARTNERSHIPS
TO DEVELOP REGIONAL STRATEGIESTO DEVELOP REGIONAL STRATEGIES

PERKINS & CO.
JANUARY 19, 2012
PRESENTED BY DOM COLLETTA

© 2012 Lane Powell PC



Growth Concept Map

© 2012 Lane Powell PC



Identifying The Problem

● METRO 2008 Infrastructure Needs 
AnalysisAnalysis

© 2012 Lane Powell PC



Regional Infrastructure Analysis

● The estimated cost of building the public and 
private facilities needed to accommodate growth in 
jobs and housing in the three-county Portland 
region through 2035 is $27-41 billion. 

● Traditional funding sources are expected to cover 
only about half that amount.  Even if the region 
does not experience this projected growthdoes not experience this projected growth, 
$10 billion is needed just to repair and rebuild our 
existing infrastructure.

© 2012 Lane Powell PC



Who’s Driving this Bus?

● 3 Counties3 Counties
● 25 Cities

More than 100 Special● More than 100 Special 
Service Districts

● METRO Regional 
Government

© 2012 Lane Powell PC



Special Problems

● Fractured jurisdiction in the public sector
● “Where talented young people come to● “Where talented young people come to 

retire”
● Public sector revenues dependent on income● Public sector revenues dependent on income 

and property taxes – No Sales Tax!
● Land use system perceived as too long too● Land use system perceived as too long, too 

costly and too uncertain

© 2012 Lane Powell PC



The Solution – A Public/Private 
Partnership

● Ad Hoc Private Sector Group ConvenedAd Hoc Private Sector Group Convened 
by METRO to discuss infrastructure 
needsneeds

● Initial meetings lead to clear conclusion 
a regional approach is needed in whicha regional approach is needed in which 
both the public and private sectors 
participate

© 2012 Lane Powell PC

participate



Models For Action

● Oklahoma City – “MAPS”
● Denver - Transit
● Salt Lake City - Transit● Salt Lake City Transit
● Chicago – Economic Development

E I f t t B k● Europe – Infrastructure Bank
● Australia – Infrastructure Bank

© 2012 Lane Powell PC



Okl h  Cit  & P tl d M t  Oklahoma City & Portland Metro 
Regions

A B i  C iA Basic Comparison

Oklahoma City PortlandO a o a C ty o t a d

Principal City Population 579,999 583,776

Metro Region Population 1,322,459 2,226,009

Land Area 6,359 sq. mi. 6,684 sq. mi.

© 2012 Lane Powell PC



M t lit  A  P j t  Metropolitan Area Projects 
(“MAPS”)

I  Okl h  CitIn Oklahoma City
● Approved by voters in 1993
● True public & private sector 

involvement
● Three successful rounds of funding 
 1st Round: public facilities1 Round: public facilities
 2nd Round: “MAPS for Kids”
 3rd Round: parks transportation river and

© 2012 Lane Powell PC

3 Round: parks, transportation, river and 
trails, new convention center 



“Maps” Funding

● 1993: 1 cent sales tax increase for 5 
yearsyears

● 2001:  1 cent sales tax increase for 7 
yearsyears

● 2010:  1 cent sales tax increase for 7 
years

© 2012 Lane Powell PC



“MAPS” Public/Private Structure

● An 11 member Citizen Advisory Board 
i ll d j t dreviews all proposed projects and 

makes recommendations to the city 
ilcouncil

● Eight citizen subcommittees with more 
than 60 members provide input to the 
Citizen Advisory Board

© 2012 Lane Powell PC



First Steps

● Large and Small Group Private Sector Meetings 
St d S f l C ll b ti f th iStudy Successful Collaborations from other regions

● A core group of committed private sector individuals● A core group of committed private sector individuals 
meet with METRO Councilors, City and County 
Elected Officials and Opinion Leaders

● All agree a triple bottom line approach is essential

© 2012 Lane Powell PC



METRO Regional Government 
Agrees to Support, BUT NOT 

CONTROL!
● METRO commits $2.8 million over threeMETRO commits $2.8 million over three 

years in cash and administrative 
support to provide seed money, but thesupport to provide seed money, but the 
initiative will be led by the private 
sector and be completely independentsector and be completely independent

© 2012 Lane Powell PC



The Process

O i i h t f bli● Opinion research to focus public 
outreach

● Substantial and comprehensive 
recruitment to provide a “brain trust” 
and public face for the initiative

● Task forces to develop integrated p g
stategies

© 2012 Lane Powell PC



What Can Be Accomplished?

● Establishment of a regional 
infrastructure bank

● Model codes to streamline 
development

● Employment lands readiness and● Employment lands readiness and 
assembly

● Jobs and employer recruitment

© 2012 Lane Powell PC

● Jobs and employer recruitment



Seattle Portland
Olympia AnchorageOlympia Anchorage
Tacoma London

www.lanepowell.com

© 2012 Lane Powell PC



See You Upstairs!
(D i k A ti & P i t P ki & C 10th Fl )(Drinks, Appetizers & Prizes at Perkins & Co: 10th Floor)


