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LIST OF SUBSTANTIVE CHANGES AND ADDITIONS 

PPC’s Guide to Real Estate Taxation 
 

Twenty-eighth Edition (March 2022) 
 

Highlights of this Edition 
 

The following are some of the important new features of the 2022 Edition of PPC’s Guide to Real Estate Taxation: 
 

• COVID-19 Tax Provisions. Over the past two years numerous laws were passed which provided relief for 
taxpayers dealing with the effects of the COVID-19 crisis. Most of these provisions were temporary and were 
designed to expire at the end of 2021. This Guide has been updated to reflect the most up to date information 
planners will need to assist their clients in 2022. 

 
• Business Interest Expense Limitation. The IRS continues to issue guidance to help practitioners and taxpayers 

deal with the nuances of the Section 163(j) business interest limitation. This Guide provides information on the 
latest developments for electing real property trades or businesses on (1) how to compute the addback for 
depreciation (before 2022) when calculating adjusted taxable income for a taxpayer that has a Section 481(a) 
adjustment relating to depreciation, and (2) how to apply the correct 30-year ADS recovery period for residential 
rental property placed in service before 2018. There is also a new example illustrating how an electing real 
property trade or business computes depreciation expense on real property placed in service in a year before 
the election is made. 

 
• Allocating Debt Financed Distributions. Guidance on allocating debt proceeds and the related interest 

expense used for a debt financed distribution in pass-through entities has been issued in the form of proposed 
regulations which can be relied upon at this time. Information on how these allocations are calculated as well 
as illustrative examples have been incorporated into the Guide. 

 
In addition to these featured items, your Guide includes the following update items detailed below. 
 

Chapter Substantive Changes and Additions Reference 
CHAPTER 2 

Form of Ownership 
1. Added discussion on the impact of the employee 

retention credit (ERC) on qualified business income 
(QBI). 

205 

 2. Expanded the discussion with regards to the QBI 
deduction regarding the unadjusted basis 
immediately after acquisition (UBIA) in qualified 
property to include property obtained in a step-in-the-
shoes transaction. 

205 

CHAPTER 5 
Operations and 
Leasing 

1. Expanded the discussion on capitalizing costs 
resulting in a betterment to property and updated a 
related example. 

504 

 

 2. Noted Rev. Proc. 2021-48 providing guidance on 
when tax-exempt income from forgiven PPP loans 
should be recognized. 

509 
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Chapter Substantive Changes and Additions Reference 
 3. Added a discussion on the Hussey case, that 

involves the timing of required basis reductions after 
the discharge of qualified real property business 
indebtedness when properties are sold in the year of 
discharge. 

509  

 4. Expanded the coverage of real estate-related 
exclusions from the net investment income tax to 
include discussion of self-rentals and rental activities 
grouped with other trade or business activities. 

510 
 

 5. Added discussion of 2021 revenue procedures that 
allow electing real property trades or businesses that 
used a 40-year recovery period for residential real 
property placed in service before 2018 to apply the 
correct 30-year recovery period (as provided by the 
Taxpayer Certainty and Disaster Relief Act of 2021). 

511 
 

 6. Added an example of how an electing real property 
trade or business computes depreciation expense 
on real property placed in service in a year before the 
election under IRC Sec. 163(j)(7)(B) to be an electing 
real property trade or business is made. 

511 

 

 7. Noted a Chief Counsel Advice that explains how to 
treat a Section 481(a) adjustment with respect to 
depreciation when considering the add-back for 
depreciation expense in years before 2022 in 
computing adjusted taxable income [for the Section 
163(j) limit]. 

511 
 

CHAPTER 6 
Limitations on Real 
Estate Losses 

1. Updated the interest tracing discussion for issuance 
of proposed regulations that provide guidance for 
allocating interest expense bypass-through entities 
on debt financed distributions. 

614 

2. Expanded upon the discussion on passive activity 
credits to include the ordering rule when computing 
the phase out of the $25,000 allowance for taxpayers 
that have both passive activity losses and credits.  

617 

CHAPTER 7 
Dispositions of Real 
Estate 

1. Added a discussion of new developments relating to 
the perpetuity requirement for conservation 
easements and the allocation of proceeds in the 
event of a judicial extinguishment. A recent Chief 
Counsel Advice confirms the requirements of Reg. 
1.170A-14(g)(6) and provides sample language to 
use in a conservation easement deed, while the 
Hewitt case invalidates the same regulation in the 
11th Circuit. 

715 

CHAPTER 8 
Tax Depreciation and 
Credits 

1. Expanded the coverage on the low-income housing 
credit, including Notice 2022-5 which provides 
extensions for certain compliance deadlines.  

810 

CHAPTER 9 
Personal Residences 

1. Noted that the exclusion from income from the 
discharge of principal residence indebtedness has 
been extended through December 31, 2025. 

904 
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Chapter Substantive Changes and Additions Reference 
 2. Added a discussion of timeshares and co-owned 

vacation homes. Property classification is based on 
rental use by all owners during the year, so expenses 
can be limited even when the taxpayer does not 
personally rent out the unit. The discussion includes 
an example illustrating how to allocate expenses 
between personal and rental use. 

906 

 




