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legal advice \
services provide ding any lec
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our Tax Concerns

2 Yol

> You want to si aft and C
another aircraft, but the sale of yogr
in millions of dollarsof recapture, all ¢

at ordinary tax rates
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~Your Solution

tra
Revenue C
or all of the ¢




Issues?

=~ An
errorin anc
cause the en oh to fa
exchange und Section 103
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'ments of a Tax-Free Exchange

@

2 Yol

2> You must N
aircraft in sef actions,
your old aircraftfc r new aircr":l

> You must recognize gain to the e
other non-qualifying property receivec
- Your basis in your ' '
( the amount
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Xchange and Deferred Exchange
Safe Harbors

I
Poul D days

> If you will clos Urchase of yC
days after the closing of the sale of
structure the transactions as a “Forwz:

-

> If you will close the purchase of yo
days prior to 5ing of the sale
must struct | .
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ard Exchange Basics

yO

2 Proceeds fron 2 of the old a
qualified escrow ac nt or a qualifie
purchase of the new aircraft -~
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EXchange Basics (Cont.)

2 Yol

=2 You must comg guisition C
the earlier of;
L]

(1) the 180th caléndar day after co
sale of the old aircraft; or . . . \

including extensio
1xable year
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se EXChange Basics

EXC

either the olc

the new Aircre -End Reve
closing of the sale e old aircraft c
EAT usually also performs the Ql&n

= You and EAT mus or | Quali
( Accommoc
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EXchange Basics (Cont.)

= The sale of the .
180th calendar e acquisitio

a Front-End Reverse hange, or by the
Reverse Exchange; OR
- |

ederal ta

180 day periocC
| .
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DImmon Questions

> 2)

> 3) In a forwa Je, can | tal
exchange for my C rcraft? .

*
> 4) Can | make progress payments o
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nmon Questions (Cont.)

2. A 100
a differe

3. A fractional interest in a new :




Anon Questions (Cont.)

> 7)
my old aircra
aircraft?

.

’
> 8) WIll my exchange qualify as a
use tax purposes?




Bonus Depreciation
Update gpd Basics




- Legislation

Coc
(and, unde

> The America Reinves
Act”) extended each of the placed in
2008 Act by an additional year (to 20(

= The Small Business Jobs Act of h
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| ggisiation (Cont.)

0 "‘-

* increased Ba lation Allowan
Qualified Property ¢ ired between Sep
and placed in service prior to January 1, :
and Property having Long Production Tim
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| ggisiation (Cont.)

to 50% afte

=~ The Tax Increase ention Actof )
. .

« extended each of the placed in service de
another year to 2014 (and, under certain

¢
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nus Depreciation

ba
other sectic

> Exception: for “Properties Having Lo
(defined later) that are placed in serv
depreciation allowance applies orW't
adjusted basis thereof attributable to

construction &
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s Depreciation (Cont.)

= For example
year MACRS | on'sched
convention, tota ear deduction
Depreciation Allowance, plus ZOWQf
under MACRS.
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rt IS Qualified Property”?

. the “Orig Of the prope
taxpayer afte ember 31, 20C




Qualified Property”? (Cont.)

(ii)
which was €
2015; or

(iii) in the case of Self tructed Property,
manufacturing, cons?ructing, or producing the
2007, and before January 1, 2015; and
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Wiaatiss QOualified Property”? (Cont.)




What 1s “Original Use”?




AWA/ritten Binding Contract™?

g
trea

= In determining
little or no damag he contract
from fair market value 0t be taken into a
.
= OEM Contracts which permit only refundh)r

might not qualify.
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are “Certain Aircraft”?

purchase
of 10% of gprice, C

.
« have an estimated production per




]

“Transportation Property”?

frac
include &
however, no de




ESelf-Constructed Property”?

co

written binc

construction, G 2 Nro
its trade or bus Or its productid

.




onstructed Property

= Manufa
physical work ature

= Physical work does clude prelimina
planning or designing, securing finan&

GKG Lawv

Copyright GKG Law, P.C. 2015




Fucted Property Safe Harbor

= Under the Sé
be considered Br:
accrual basis ta pays (in the ¢
taxpayer) more than oercent of the to

- - .
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rticted Property Safe Harbor

- Ataxpayer chc 2S¢
on the income t or the placec
the date when phy ork of a sigw’fi
with the safe harbor.
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Property Having Long Production
‘ * Periods’?

* (2) the prop either have a

years or be “Tra tation Property’
L ,
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Property Having Long Production
‘ . Periods”? (Cont.)

aircraft is read
cost exceeding
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2roperty Having Long Production
Periods”? (Cont.)

yea
exceeding




Foperty Having Long Production
‘Periods”? (Cont.)

> Ho
attributable t
20157

Neither the statute, no egulations answe
Congress did state that it intended that rules ¢
the Internal Revenue Code that was in effect f
1986 should be employed to determine what
attributable to pr '
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Summary

Aircraft

Production
Times

Other
Qualified
Property

Notes:

1. Property acquired Sep 9, 20 ec 31 ‘ placed in service v
t acquired and placed in ser
2. Property place lired (i.e., contracted
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rI RuUles: Predominant Use

Pre
250
=~ Alrcraft o




ules: Like-Kind Exchanges

airc
the exchanc

- Depreciation (Bonus:and MACRS) is
the Carryover Basis and the Excess E
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ules: Like-Kind Exchanges

2. Bonus Def on‘remain

Ll
3. MACRS deduction applicable to t

after the exchange (apply applice
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Rules: Like-Kind Exchanges

bl
2.Bonus Dep

3.MACRS deduction.




ng an OEM Contract

pra
taxpayer Ce

2 The use of the ansterred
In the Treasury Regulations is ampi
whether the phrase implies an assig
OEM agreement, or a back-to-back tit
aircraft without an assignment of the
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Rules: OEM Demonstrators

\l €
de
gualify. In su

considered to axpayer a
manufacturer. )




a Rules: Fractional Aircraft

It,

fra

taxpayer, eac :
considered as al user of |
the property. . .




Al Rules: Rebullt Aircraft

eng

aircraft the te

taxpayer purcl Sed aircra
Improvements havebeen made, the
rebuilt or reconditioned and no pa{o
cost will qualify.
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