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The Lakeshore Apartment
Association publishes this
newsletter for its
members. Information
included was obtained
from sources deemed to
be reliable and accurate.
No warranty or
representation is made as
to the accuracy thereof

and is subject to correction. Members are invited to submit articles
and ideas for publication. Items are to be submitted by the 30th of

each month prior to publication.

Place your rental Ads on our website as a free service with your

membership:

www.SheboyganAreaRentals.com

INSIDE THE DECEMBER ISSUE

PAGES:

2 PRESIDENTS MESSAGE & PROGRAM
INFORMATION

3 -6 CONGRESS PASSES TAX REFORM

7-11 HOW CRE INVESTORS COULD CASH IN
ON THE TAX BILL
12 2018 MEMBERSHIP RENEWAL
APPLICATION FORM
15 SHEBOYGAN NEIGHBORHOOD
REVITALIZATION 2018

http://laa.rentals/

LSAA JANUARY 2018 NEWSLETTER


http://www.sheboyganarearentals.com/

LSAA NEWSLETTER

JANUARY 2018

PRESIDENT'S MESSAGE

Thank you for electing me president for this term. I'm excited
about the upcoming year and happy to serve you. We all have a
lot to look forward to. This is a great time to be in the rental
business! Legislation is on our side at the highest levels with the
new tax reform at the federal level, which you will read about in
the coming months, to the reduction of property taxes at the
state.

The New Year brings a fresh start to all of us as we look at New
Year’s resolutions, planning and goal setting in our personal and
business life. We also are doing the same with the LAA. We have
new members joining every month. This is great! Thisisa
season of growth. Our organization will double and triple in size
in a short amount of time. All we have to do is invite other
landlords to join. When we each invite one person we double,
invite two we triple. It really is that simple. WE CAN DO IT! We
all have been in conversations with others to find out that they
also own or manage property, yet they may not be a member of
our group. So just invite them to join or attend one of our
monthly meetings which are the same time and place every
third Thursday at lakeshore lanes. Receive a door prize for each
guest you bring to our monthly meetings.

We will bring in guest speakers, keep you informed of changes
that affect our business and have round table discussions.
Within our group we have so much experience and knowledge
to share through networking, asking questions, seeking advice
and building friendships - we are all on the same side.

Next month you will receive a survey asking for your feedback in
many different areas such as favorite vendors and

contractors. We want to know what you want and expect from
the LAA and also what you can do for it. If you have any
questions or concerns, please contact me at your convenience.

Your calls, texts and/or e-mails are always welcome.
920-452-7051

RUFREE1I@CHARTER.NET

Respectfully yours,

Jim Longo

BOARD MEMBERS:

President and Associate Member
Jim Longo 920-452-7051

Vice President
Tony Weyker 920-331-0088

Secretary
Larry Strassburg 920-627-8002

Treasurer
Tim Herr 920-980-8886

Board Members

Rep. Roger Beaumont 920-207-4321
Gary Sixel 920-565-3071

Matthew Schemrich 920-207-6473
Frank Lubotsky 414-704-9296
Steven Halle 920-918-5783

Robert Schmitt 920-331-0831

David Humbracht 920-980-6769

Jim Longo 920-452-7051

Chad Jones 920-627-3615

Newsletter Editor
Doug Emerson 920-627-3684

Order Forms
Gary Sixel 920-565-3071

General Meeting Date:
January 18™ 2018 Time: 7:00 p.m.
Place: Lakeshore Lanes Basement

Board Meeting Date:
January 25th at 6:30 pm
Sheboygan Falls
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CONGRESS PASSES TAX REFORM

DECEMBER 20, 2017
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Today, Congress passed the Tax Cuts and Jobs Act and the bill will now be sent to the
President for his signature. The passage of this act is the most momentous change to the
tax code since the Tax Reform Act of 1986.

Unlike the 1986 act however, the Tax Cuts and Jobs Act includes numerous critical
victories for the multifamily industry. It provides tax cuts for individuals, pass-throughs
(e.g., LLCs, partnerships and S Corporations), and REIT entities, while leaving intact
critical provisions promoting the development and operation of apartment housing. For
example, multifamily firms will be able to continue to fully deduct business interest and
conduct like-kind exchanges while depreciating buildings over 30 years or, in some cases,
the present 27.5 years. Finally, in a victory for the production of affordable housing, the
Act retains both the Low-Income Housing Tax Credit and Private Activity bonds.

Here is a summary of the key provisions in the Act. A detailed chart can be found here.
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Individual Tax Rates and Pass-Through Income: The Act includes seven tax rate
brackets applicable to both individual and pass-through income. The rate brackets range
from 10 percent to 37 percent in contrast to today’s top rate of 39.6 percent. The Act’s
maximum 37 percent rate is effective for taxable income exceeding $500,000 for single
filers and $600,000 for joint filers. The rate reductions expire after 2025.

Not only does the Act reduce marginal income tax rates, but it also enables a portion of
pass-through business income to qualify for a 20 percent deduction, or a top
effective rate of 29.6 percent. The deduction on pass-through income is available
through 2025.

For taxpayers earning over $157,500 (single filers) and $315,000 (married couples), the
deduction is limited to the greater of: (a) 50 percent of the taxpayer’s share of aggregate
W-2 wages paid by the business; or (b) 25 percent of the taxpayer’s share of aggregate W-
2 wages paid by the business plus 2.5% of the unadjusted basis of all qualified property.

Estates and trusts are eligible for the 20 percent deduction.

The Act’s deduction for pass-through income should be a significant benefit to the
multifamily industry. While the Senate-passed bill would have provided a 23 percent
deduction to pass-through income, the benefit was limited to 50 percent of a taxpayer’s
allocable wages. NMHC/NAA made the case that the formula would have excluded
many operators who have significant levels of capital deployed relative to wages
paid. The alternative limitation for income derived from capital-intensive activities
included in the conference report should be beneficial to the industry.

REITs: REIT dividends are fully eligible for the 20 percent deduction.

Business Interest: While the Act generally includes limitations on the deductibility of
business interest, it allows multifamily firms to elect to fully deduct business interest.
However, there are consequences regarding the depreciation of multifamily buildings for
firms electing to preserve full interest deductibility. Firms with average annual gross
receipts under $25 million over the past three years are exempt from limitations

on interest deductibility.
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Depreciation of Multifamily Buildings: For multifamily firms wishing to retain the
full deductibility of business interest, the Act increases the current-law 27.5-year
depreciation period applicable to multifamily buildings to 30 years. Firms able to
abide by limits on interest deductibility will retain 27.5-year depreciation for multifamily
buildings. Notably, the Senate initially sought a 40-year depreciation period for buildings,
but NMHC/NAA were able to secure an amendment during committee markup
offered by Finance Committee Chairman Orrin Hatch (R-UT) to reduce the period to
30 years. This period is retained in the final bill.

Depreciation of Assets Other Than Buildings: The Act enables multifamily firms to
expense assets apart from buildings, such as land improvements and tangible personal
property, placed in service from September 28, 2017, through 2022. Bonus depreciation,
also known as an additional first-year depreciation deduction, applies thereafter (80% in
2023,60% in 2024, 40% in 2025, and 20% in 2026).

The Act also doubles to $1 million the amount qualifying property that a small
business may expense in the year of purchased. The $1 million limit is reduced once
investment in qualifying property exceeds $2.5 million. Notably, qualifying property is
expanded to include assets involved in furnishing multifamily housing and student
housing, such as furniture and appliances.

Like-Kind Exchanges: The Act preserves like-kind exchanges for real property. A
critical win for the industry, like-kind exchange rules play a vital role in supporting the
multifamily industry by enabling investors to remain invested in real estate while still
allowing them to balance their investments to shift resources to more productive
properties, change geographic location, or diversify or consolidate holdings.

Carried Interest: The Act requires an asset to be held three years to receive capital
gains tax treatment. NMHC/NAA encouraged lawmakers to maintain the current-law tax
treatment of carried interest. Both the House and Senate bills elected to include a three-
year hold period. There were efforts during consideration to tax carried interest at
ordinary income tax rates regardless of the holding period. NMHC fought to hold the line
on the three-year holding period as opposed to extending it further. The provision is
effective beginning in 2018.

Low-Income Housing Tax Credit: The Act preserves the Low-Income Housing Tax
Credit (LIHTC) and private activity bonds. The House-passed bill would have
eliminated private activity bonds, jeopardizing the efficacy of the 4 percent LIHTC.
NMHC/NAA worked tirelessly to advocate that private activity bonds be included in the
final bill. Not addressed, however, is the loss of equity LIHTC would raise as a result of
cutting the corporate tax rate to 21 percent.
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Estate Tax: The Act immediately doubles current law’s estate tax exclusion ($5.49
million single filer / $10.98 million married couple) while retaining stepped-up
basis. The expanded estate tax exclusion expires after 2025 with the exclusion amount
reverting to current law.

Active Loss Provision: The Act includes a brand-new measure from the Senate-passed
bill that limits active income losses of flow-through entities. Under the provision, a
taxpayer can deduct only $500,000 ($250,000 for single filers) of net active pass-through
losses against wage or portfolio income. Disallowed losses may be carried forward as part
of a taxpayer’s net operating loss. Effective in 2018, this proposal sunsets after 2025.

At the onset of the tax reform debate, NMHC/NAA laid out a number of key tax reform
principles aimed at preserving and promoting the multifamily business model. The
industry’s primary goal was to promote tax reform that fosters economic growth and
investment in rental housing without unfairly burdening apartment owners and renters
relative to other asset classes. To this end, NMHC/NAA successfully advocated for the
multifamily industry’s key principles, which included:

e Protecting Pass-Through Entities from Higher Taxes or Compliance Burdens;
 Retaining the Full Deductibility of Business Interest;

 Preserving the Ability to Conduct Like-Kind Exchanges;

 Ensuring Depreciation Rules Avoid Harming Multifamily Real Estate;

e Maintaining the Current Law Tax Treatment of Carried Interest;

e Preserving and Strengthen the Low-Income Housing Tax Credit; and

e Maintaining the Current Law Estate Tax.

Although every piece of complex legislation includes positive and negative provisions,
NMHC/NAA believe the Tax Cuts and Jobs Act largely reflects the industry’s priorities and
keeps intact the critical elements of the multifamily business model. Apartment owners
and investors should benefit from tax relief brought on by rate reductions and the
deduction for business income while being able to fully deduct business interest and
conduct like-kind exchanges. While owners will, in some cases, have to depreciate
buildings over 30 years and have to hold assets for three years to be able to treat carried
interest as a capital gain, the industry worked tirelessly to see that these provisions were
as least harmful as possible. On the affordable housing front, the Act maintains the LIHTC
and private activity bonds, which should help drive new construction of affordable units.
Finally, the Act doubles the estate tax exclusion and maintains stepped-up basis.

The industry will now turn its focus to ensuring that regulations implementing these
measures work as Congress intended. We will also focus on making permanent those
proposals that would benefit the industry, but are set to expire in 2025 under this Act.
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HOW CRE INVESTORS COULD CASH IN ON
THE TAX BILL

Many of the provisions passed will have a positive impact on investors
by putting more money back into their pockets in terms of tax savings.

Beth Mattson-Teig | Dec 27, 2017

President Trump signed the new Tax Cuts and Jobs Bill on Dec. 22,

effectively putting the final seal of approval on the most substantive tax law

changes that the country has seen in 30 years.

It may take some time to crunch the numbers to determine just how much tax

savings the new tax bill could generate for commercial real estate investors. The

general view is that provisions specific to property owners and developers will
deliver a net positive result—although not nearly the windfall that corporations

will see with a drop in the tax rate from 35 percent to 21 percent.

Looking at the impacts all the way through the tax chain related to individuals,
corporations and real estate, it is by far the most significant tax bill since the Tax
Reform Act of 1986, notes Timothy Trifilo, a partner and national real estate tax
leader at professional services firm CohnReznick.

Many of the provisions passed will have a positive impact on investors by
putting more money back into their pockets in terms of tax savings, adds
Michael Episcope, co-founder and principal at Origin Investments, a real estate
investment firm that acquires primarily office and multifamily properties. Some
of the changes to the tax treatment of capital expenditures, for example, will
shield a tremendous amount of income for property owners that are making

capital investments and improvements in properties, he says.
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The industry is also looking at the potential ripple effects the new tax bill could
create. On the positive side, many hope that the tax cuts will fuel economic and
job growth that will drive demand for commercial real estate. “This stimulus
package certainly could extend this cycle for another three, four or five years,”
says Episcope. The promised “tax holiday” for offshore funds could provide an
incentive to repatriate some of the estimated $2.5 to $3.0 trillion that is held
outside the U.S., he notes. “If that finds its way back into the economy, that
could very well spur demand in a lot of different areas,” he says.

On the negative side, it is worrisome that this tax bill could add nearly $1.5
trillion to the deficit over the long term. Another potential downside is if the tax
bill contributes to higher inflation and a rise in interest rates, which would make

borrowing more expensive for real estate investors.

Pass-through income

Potentially, one of the biggest “wins” in the tax bill for real estate will be changes
to the way pass-through income is taxed. The change would mainly apply to
individuals and family trusts investing in real estate through partnership
entities, such as LLPs and private equity funds, as well as individuals who

receive income from REIT dividends.

Owners of pass-through entities may be eligible to claim a 20 percent deduction
for business-related income. For example, if an LLP owns an office building that
provides $200,000 in annual income to its investor partners, those individual
investors could avoid paying taxes on $40,000 of that income if they are eligible
for the full 20 percent deduction.

The intent behind that deduction was to encourage corporations to create jobs.
However, it also applies to invested capital, which opens the door for real estate
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investors to benefit from that deduction, according to Jeff Bilsky, technical
practice leader in the national tax office partnership group of accounting firm
BDO.

1031 Exchanges

The tax bill preserves the 1031 tax-deferred exchange rules that allow investors
to defer capital gains on the sale of a property by reinvesting proceeds into
another qualifying “like-kind” property. One key change in the new tax bill is
that the 1031 exchange can only be used to defer capital gains on the value of

real estate property and excludes any value on personal property.

That exclusion will have a negative tax impact on real estate assets that also
contain a high amount of personal property, such as restaurants that have
significant value tied up in the furniture, fixtures and equipment. “Where as in
the past we were able to exchange the full amount, there may now be some tax
leakage,” says Bilsky.

Carried-Interest

Carried interest tax law has been under fire for more than a decade. Some view
current carried interest tax laws as a loophole for hedge fund managers,
allowing them to be taxed at lower capital gains rates rather than ordinary
income rates. What ultimately passed as part of the new tax framework was a
moderate provision that changes the hold period to qualify for the capital gains
rate from one year to at least three years.

The focus on carried interest has been of particular importance for private
equity general partners and sponsors who received a bigger share of returns as
“waterfalls” or incentive pay for exceeding performance targets. In the real
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estate context, the change doesn’t make much difference to investors who have a
long-term hold strategy. However, there are a lot of transactions in the private
equity world where appreciation is generated very quickly and assets may be
sold before a three-year hold period has ended. The change could also affect real
estate investors who operate on a fix-and-flip strategy.

Tax Credits

Another important aspect of the bill is that it maintains the status quo for low

income housing tax credits, as well as historic preservation and rehabilitation

credits. “That is a positive for those segments of the real estate industry, and I
would say that also is important from a socio-economic perspective, because a
significant portion of the low-income housing development world is really tax-

motivated,” says Trifilo. Change in Depreciation Schedules

The time that property owners can depreciate a property has been reduced from
27.5 years to 25 years for residential rental properties and from 39 to 25 years

for commercial properties.

Asset Depreciation

Businesses will be able to immediately expense the purchase of an asset. On the
one hand, the quick cost recovery is a positive, because an investor is deducting
an expense rather than recognizing taxable income, notes Bilsky. However, it
could be a potential negative for REITs that are making distributions based on
taxable income. REITSs need to be able to manage their cash flow and a spike
created by a 100 percent deduction in year one versus zero the next year could
create some pressure from a cash management perspective, he adds.
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Some uncertainty lingers

It remains to be seen whether changes to tax treatment could influence how real
estate ownership entities are structured going forward. The corporate tax rate
will drop significantly from 35 percent to 21 percent. In comparison, an investor
that qualifies for the full deduction on income from a pass-through entity will
effectively see the tax rate drop from 39.6 percent to 29.6 percent. That raises
two questions. One: should taxpayers consider forming a corporation rather
than a partnership entity? And two: do the new tax rates make it more desirable
to convert from a corporation to a partnership or vice versa, notes Bilsky.

The answers depend on more than just the tax rate. Ownership entities also
need to consider other factors, such as how their cash flow is treated. Is it
distributed as income to investors, or is the cash flow reinvested into assets until
the time of a sale? For those entities that are frequently pulling out cash, pass-
through entities, such as LLPs, may not be the most efficient structure. There
are also some limitations that may make it difficult for investors to get down to
the lowest 29.6 percent pass-through tax rate, adds Bilsky.

To some extent, it may be too soon to tell how some of the different rules will
play out. “There are a number of provisions where, realistically, we are going to
need some more clarity,” Bilsky says. Added to that, most of the provisions do
have a “sunset,” meaning they are not permanent and would either expire in 10
years or need to be extended by Congress. The fact that there is an end-date in
sight also ensures that a shift in power in Congress in the next election is not
likely to spark a battle to roll-back the new tax laws in a few short years, Bilsky
adds.
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Lakeshore Apartment Association

2018 Membership Renewal Application
Form
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****THE INFORMATION BELOW IS
CONFIDENTIAL****

Please fill out all applicable sections of this form. It is important to fill it out completely, as
every bit of the information below serves a purpose and is needed for our records.

Please check a box...this is a: O Renewal 0O New Application

Name:

Business Name (If Applicable):

Mailing Address:

Phone: Email:

May we share your email with our advertisers for discounts and information? (] Yes (0 No

Number of Units Owned (Duplex or flat = 2 Units)
Efficiency 1 Bedroom 2 Bedroom 3 Bedroom
Dues

$85 Annual Membership Dues
Add $20 If you wish to receive the newsletter by mail rather than Email
Add $15 if you are a new member. This one-time payment includes a Membership Packet

Total Enclosed

Signature: Date:

Please remit dues to: Lakeshore Apartment Association, P.O. Box 1312, Sheboygan WI
53082-1312 (Rev. 1215)
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We perfectly blend the artand science of paint. Mix ina
team of sensible, smart, and savvy employees and we have
what it takes to exceed your expectations for a consistently
superior product with exceptional servi

Melissa Kimme
Process Server

(920) 918-8567

melkimme@yahoo.com

“One low cost for all attempts”

" Lakeshore HVAC & Solar Co, Inc.

“High Performance, Eco-Friendly Comfort Systems"
John Gosse
Heating  Ventilation ¢ Air Conditioning e Solar Thermal

Office:920.458.6223
Cell: 920.627.1095

lakeshorehvac@yahoo.com

T0G ELECTRIC LLC

ELECTRICAL CONTRACTOR

414-350-7641

LICENSED AND INSURED
FREE ESTIMATES
MARK GRIFFIN-MASTER ELECTRICIAN

Charlton
& Morgan L.

Andrew H. Morgan

Attorney at Law

Telephone 920.458.4566
Facsimile 920.694.6022
ahmorgan@charltonlawfirm.com

www.charltonmorganltd.com

529 Ontario Avenue
Sheboygan, W1 53081

Call Dave Humbracht for your
Affordable Pest Control Needs

Licensed Exterminator
Home - Farm - Business
sy of Pt LC

0. Box (247
ehoygan, Wi 53082-1247

HAWLEY, ‘
KAUPMANKAUTZER, sc
LAW OFFICES
400 First Streer | PO, Box 485
KYLE P. KAUFMAN Random Lake, WI 53075-0485

Attorney at Law

Ph: 920-994-4800 F- 920.994.2741 '

508 N. 6th Street
Sheboygan, Wi 53081
Ph: 920-457-4800
www.hkklawoffices.com L ‘
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Are you doing the proper Py Jason Kimme
tenant screening? W 4,\ Master Plumber

Hoave you checked your applicant’s credit history?

KOMMIE! 020.918.8566
B <ol e O

for Homes and Businesses
MP 972045

PROVIDING NIGHT & WEEKEND SERVICE

Water Heaters | Drain & Sewer Cleaning | Garbage Disposals
Faucets & Toilets | Sump Pumps | Dish Washers | Leak Repair | Frozen Pipes

Is the applicant financially creditable
to live in your property?

Privilcges have to be earned, just like good credit,
and renting from you is a privilege.

Visit our Website at WiCreditReports.com

ONLINE CREDIT REPORTS

As low as $12 per report for Association Members.
Call for a volume discount quote

jason@kimmeplumbing.com | www.kimmeplumbing.com

" Call for a Free Qoute!
 Henen 05 458.9724

Personal and Commercial Insurance

Our Enpenionce Makes o Yun Best Buy

Lori TenDolle - Owner/Agent

National Criminal and Eviction searches available

1 CAN HELP ALL LANDLORDS BIG AND SMALL

Kathy Haines, Owner
Landlord Services, LLC
Serving Landlords for over 20 years!
Phone 920-436-9855
Email Infoserv99@yahoo.com

KJER, MILLER & ASSOCIATES, LLC
Certified Public Accountants

Mark J. Miller, CPA Stephen M. Kjer, CPA

803 Michigan Avenue

Sheboygan, WI 53081

Phone: 920.453.0223

Website: www.KjerMillerCPAs.com
Mark J. Miller, CPA  Mark@K|erMillerCPAs.com

Scanned by CamScanner

lori@heineninsurance.com

Randy Larsen Painting LLC
920-698-9726

« Residential Repaints « All Interior & Exterior

» Commercial Painting and Staining
* New Construction  + Rotten Wood Replacement
* Tuck Pointing

Fully Insured
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Associate Members and Specials

Accountants

Mark J. Miller and Stephen M. Kjer CPAs

803 Michigan Ave. Sheboygan WI, 53081
920.453.0223

Mark@Kjermillercpas.com; www.KjerMillerCPAS.com

Attorneys
Kyle Kaufman-Hawley, Kaufman & Kautzer S.C. Law
Offices

400 First St. Random Lake, WI 53075
www.hkklawoffices, kyle @hkklawoffices.com
Sheboygan: 920.457.4800

Random Lake: 920.994.4800

25% off normal hourly rate

Charlton & Morgan, LTD.

529 Ontario Avenue, Sheboygan WI 53081
920.458.4566
ahmorgan@charltonlawfirm.com

www.charltonmorganltd.com

Free Consultation

Credit Checks, Collections & Eviction
Landlord Services, LLC-Kathy Haines
1264 Cass St., Green Bay, WI 54301
Infoserv98 @yahoo.com

www.WiCreditreports.com

Electricians

TOG Electric Mark Griffin

P.O. Box 31 Randome Lake, WI 53075
414.350.7641

markks@yahoo.com
10% Discount

Heating and Cooling Service
Lakeshore HVAC and Solar Co.

920.458.6223 or 920.627.1095
Lakeshorehvac@yahoo.com

10% off on service/installs

Insurance Services

Jerry Heinen & Associates, Inc.

Lori TenDolle

1601 N. 8th St. Sheboygan, Wi 53081
920.458.9724
lori@heineninsurance.com

Special pricing through agency

Luxury Apartments
Salem Green Benevolent Corp.

322 North Highland Ave. Plymouth WI 53073
920.892.2912

chrissalemgreen@aol.com

Painting

Diamond Vogel Paint - Gary Paul

4315 S. Taylor Dr. Sheboygan, W1 53081

P.O. Box 1312

920.458.2186

Member pricing. Contractor Discounts. Free Delivery

Pest Control

Unity of Faith LLC-David Humbracht
P.O. Box 1247 Sheboyan, WI 53082
920.980.6769

Licensed Exterminator

Process Server
Melissa Kimme
melkimme@yahoo.com 920.918.8567

Plumbing
Kimme Plumbing Service - Jason Kimme

545 Oriole Lh Howards Grove, W1 53083
920.918.8566

jason@kimmeplumbing.com
$25 off purchase of $100 or more

Real Estate Services

Century 21-Roger Beaumount GRI, CRS
1337 N. Taylor Drive Suite 201

Sheboygan, WI 53081

920.207.4321 rogerbeaumont@yahoo.com
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