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leffrey,

The attached schedule of pro-forma tax treatment is based on actual year 2012 activity and assumes the

aircraft was placed in service on Jan 1%, 2012 and was Part 135 for the whole year.

Included in the schedule is the amount of US excise tax on the gross revenue (including revenue from
business and “personal” use). Under Part 135, my understanding is that all of the “revenue”
(including personal use) is subject to 7.5% US excise tax (per discussion with Pat Fenn at Akin Gump
and based on my own research).

| calculated the loss using bonus depreciation (50%) and without bonus depreciation.

The operation of the aircraft would be characterized as a passive activity on Leon’s return.

Leon would not be able to claim that he is materially participating in an active trade or

business with respect to the aircraft operation (IRC Code Sec 469). The loss would be deductible to the
extent of Leon’s income from other passive activities.

Passive activity income does not include portfolio income from interest, dividends and
capital gains. Passive activity income is typically real estate rental income as well

as other trade or business income from business activities in which the taxpayer

is not a material participant.

As a passive activity, the losses not currently deductible against current passive income

would not be lost =but would be carried forward as (“suspended”) and would offset passive income
in future years including income from future disposal of the aircraft - mostly recapture

of depreciation.

Once the aircraft is officially Part 135 (lawyers say should be soon), Avioneta Holdings, LLC
would become an aircraft business with the aircraft "placed in service” for depreciation purposes.

I'm available to discuss.
Best,

Tom

THOMAS TURRIN, CPA

Partner
Raich Ende Malter & Co. LLP

New York, New York 10018
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CONFIDENTIALITY STATEMEMNT: Tha information contained in this elacironic communication, including any and all attachmants and anclosures, may ba
privileged and is sirictly confidential, intended solely for the use of the person(s) identified above to receive this communication. If you are not the parson(s)
identified above to recaive this communication, youw ara hereby nofified that you may not disclose print, copy, disseminata, or otherwisa usa the information
cantained herein. If you are an employas or agent of the person(s) identified above to recaive this communication and, as such, you have been authorized to deliver
this communication to such parson(s), you may disclosae, print, copy, disseminate, or otherwise usa the information contained in this communication solaly for the
purpose of such delivery. Unauthorized intarcaplion andior use of this communication arelis stricly prohibited and may be punishable by law. If you have racaived
this communication in arror, pleasa reply and nolify the sender {only) of that fact and delate the communication, including any and all attachments and enclosuras,
fram your computer or other electronic device on which you may have recaivaed this communication.

CIRCULAR 230 DISCLOSURE: To insura compliance with requirements imposead by the Internal Revenue Service, wa inform you that any tax advice conlained in
this communication (including any and all attachmenis), unless expressly stated otharwise, was not intendead or writlen fo be used and cannot be usad for the
purpase of (i) awvoiding tax-related penalties impased by the Internal Revenue Code or (i) promoting, marketing, or recommending to another party any
transaction(s) or tax-related malfer(s) addressed herein. This communication may not ba forwarded (other than to the addresses(s) identified above) without our
axpress writtan consent.
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