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Super dancer chapter 3 final audition

Note: Each chapter in this Audit Techniques Guide (ATG) can be printed separately. Please follow the links at the beginning or end of this chapter to go back to the previous chapter or content or move on to the next chapter. Chapter 2 | Content | Chapter 4 – APPROACH TO SEGREGATION OF EXPENDITURE INTRODUCTION Cost studies are carried out
for various reasons (e.g. income tax, financial accounting, social security purposes and property tax). For income tax purposes, segregation studies include the distribution (or reallocation) of the total costs (or value) of property in the relevant property classes and recovery periods in order to correctly calculate the deduction from depreciation. The results of
expenditure segregation studies are usually summarised in an accompanying report on segregation of expenditure. Currently, there is no standard format for accounts of segregation of expenditure or segregation of expenditure. The methodology or approach used in allocating the total project costs to different assets is crucial for achieving an accurate cost
study. The terms methodology and approach are often used interchangeably in discussions on cost segregation; however, the term approach is used in this ATG. Similarly, in this ATG, the term segregation of expenditure refers to the process of segregation of expenditure, and the term statement of segregation of expenditure refers to the written report which
conveys the results of segregation of expenditure. This chapter summarises some of the most common approaches to cost segregation and their potential shortcomings. This discussion should help the verifier in assessing the accuracy of cost segregation and carrying out a risk analysis of depreciation deductions based on segregation of costs. The division
of costs is usually carried out for newly built property or acquired property. Each of these situations requires a very different holistic approach. A newly built property, which includes renovations of existing properties and additions to existing properties, usually involves construction that is completed for the taxpayer, which has occurred relatively recently. Cost
segregation is usually carried out upon completion of the construction project or shortly there. At this point, information on direct costs (from contractors, suppliers, suppliers, etc.) and indirect costs (from architects, engineers, construction testing companies, local government departments, etc.) is usually available from the taxpayer. Also, construction
documents that have been used for the construction project (construction drawings, specifications, contractual documents, etc.) are usually easily accessible. Acquired property includes existing properties that have been purchased by the taxpayer. The acquired property could have been built soon or far in the past. The available information on costs and
works may vary from as much as the built to nothing else from the base of the property. Where information on construction costs is not available, it must be reconstructed using data on construction costs, methods and techniques normally used to assess properties. The reconstructed value is then adjusted to the current physical condition of the property at
the time of acquisition and is finally adjusted to combine the actual amount paid by the taxpayer for the property. WHAT ARE THE MOST COMMONLY USED APPROACHES TO EXPLORING COST SEGREGATION? Different approaches can be used when completing cost segregation, including: Detailed engineering approach from the documentation for
the cost assessment Detailed assessment of engineering costs study or letter approach residual approach assessment approach samples or modeling approach Rule of thumb Approach Examiners do not necessarily have to expect to see the approach that has been used for cost segregation referred to in a report on the division of costs. Some reports of
segregation of expenditure may describe the approach used for segregation of expenditure, and some reports of segregation of expenditure may not mention the approach that has been used at all. However, on the basis of the information in this chapter, the verifier should be able to identify the attributes of cost segregation and identify the approach used
(and identify potential shortcomings of the approach). It should be noted that other approaches that are not mentioned here may be used, although most are only derivatives of the approaches addressed in this chapter. WHAT ARE THE ATTRIBUTES OF DIFFERENT APPROACHES TO COST SEGREGATION? The following discussion looks in more detail
at the steps that are included, as well as the attributes of each of the following approaches. Keep in mind that these are the steps that are usually taken when completing cost segregation. It is the responsibility of the examiner to review the steps taken in cost segregation and to assess the accuracy of cost segregation and, moreover, to assess the quality of
the accompanying statement of segregation of expenditure. Chapter 5 – Review and study of the study on segregation of expenditure provides guidance on how to review the accounts on expenditure segregation and segregation of expenditure. 1. A detailed engineering approach from actual cost entries The detailed engineering approach from actual cost
entries, also called a detailed cost approach or direct cost method, shall use information on costs from construction entries and G/L entries. In general, this is the most methodical and accurate approach, relying on solid documentation of construction costs and minimal cost estimate. Construction documentation, such as construction drawings, specifications,
contracts, project reports, changes in orders, payment requests, as well as invoices for suppliers and suppliers, are used to determine the Costs. The use of the actual cost records in this approach contributes to the overall accuracy of the cost allocation, although problems may still arise with regard to the proper classification of specific specific See Chapter
6.6 – Construction process to discuss a typical construction project and explain the above mentioned information on construction costs and documentation. The detailed engineering approach from actual cost records usually applies only to new construction, where detailed information on direct costs (from contractors, suppliers, suppliers, etc.) and information
on indirect costs (from consultants, testing companies, local building departments, etc.) is readily available. The detailed engineering approach from the actual cost records usually includes the following activities: Identification of the specific project and assets that will be analyzed in cost segregation. Get information about all direct and indirect project costs.
Justify the total cost of the project and compare cost segregation with the total cost of the project. Check the subject. Determine the nature of the facility, its intended use and determine the specific assets contained in the facility and at the site of the facility. Photographic specific assets for reference. To request all available photos documenting the condition of
the property before the start of construction, as well as the progress of the photos that document the progress of the construction during the construction project. View record drawings, specifications, contracts, quotes, contractor payment requests, change order details, and any other information about construction costs or documentation that is available.
Allocate the specific assets specified in the review of the document, as well as the visit of the site to the property classes and recovery periods (e.g. land improvements, construction, equipment, furniture and accessories, as well as other elements of tangible personal property). Preparation of quantities of similarity for all assets and use of information on the
contractor's costs for the calculation of unit costs. You apply unit costs to each asset to determine its base for total cost. The total cost base of the cost received from quantity receptions is added to the total actual costs of the contractor. Allocation of indirect costs to the assets concerned. This allocation is usually carried out proportionately for the indirect costs
applicable to the whole project and on a specific basis for indirect costs applicable only to specific assets. Assets of a group with a similar life class, recovery periods and commissioning dates in order to simplify depreciation calculations and the introduction of assets into the fixed asset taxpayer system. Although the detailed engineering approach from the
actual cost records usually provides the most accurate distribution of asset costs, the verifier must recognise that the correct basis for expenditure and recovery periods of internal revenue (IRC) §1245 analysed in cost segregation can still be even when using this approach. 2. A detailed approach to assessing engineering costs The detailed approach to
assessing engineering costs (or a detailed valuation approach) is similar to a detailed cost approach. 1. 1. the detailed assessment approach estimates costs rather than the use of actual costs. This approach is used when cost records are not available, such as acquiring a used property. In the context of the acquisition, further steps must be taken to
determine the values of the assets acquired, such as addressing physical depreciation and functional obsolescence in the cost approach and addressing other approaches to value. The detailed evaluation approach is methodical, relying on solid documentation and using construction-based documents such as sketches, specifications, contracts, work reports,
change of orders, payment requests, invoices, evaluations, etc. Where estimates are required, they are based on cost calculation data, either by contractors or by reliable published sources (e.g. R. S. Means or Marshall Service Assessment). The sources of data evaluation are clearly indicated, including identification of the specific volume, page number and
item. In addition, the same valuation techniques and unit cost data sources shall be used for all items that make up the actual costs. In essence, the steps for this approach are the same as the detailed approach to costs, with the exception of step 7 (in which costs come from contractor estimates or management assessment). However, if detailed estimates of
expenditure are prepared methodically and estimates are reconciled with actual costs, then reasonably accurate cost allocations are possible. Field inspection is recommended for all quality studies, whether the tests are for new or used properties. When construction drawings and specifications are limited or not available, which is often the case when using
or acquiring property, field inspection of the property is a critical step. This field inspection should document the physical data of the building, the type of construction, the materials used for construction, the assets contained in the building, the size and types of building systems (HVAC, plumbing, fire protection, electrical, data and communications, etc.), as
well as any improvements to the land (such as parking lots, sidewalks, lighting space, etc.) that were included in the purchase of the property and the condition of that property at the time of purchase. It is important that this field inspection be carried out thoroughly and accurately, as it forms the starting point for reconstruction of the construction costs of the
property. 3. Study or letter approach The study or letter approach is an alternative method for assessing the cost of newly built property. In this approach, contractors and subcontractors are contacted by means of a survey or letter to provide information on the costs of specific assets they have installed on a specific project. These costs are used in one of the
engineering approaches or in the residual valuation approach (discussed in the following section). The distribution of using the study approach includes the following steps: Comprehensive steps 1 to 6 of the detailed engineering approach from the real specific ownership positions that require an assessment of costs. Estimates should be reconciled with the
actual value if possible [either with the total value of the project or with the individual costs of the system (e.g. water pipes, electrical)]. Divide the property by contractor and/or subcontractor. Ask the contractors and/or subcontractors to provide the quantities and prices of the specific elements of the property. Use unit cost estimates derived from surveys to
determine and allocate property costs. In situations where the contractor provides data on actual costs, the allocation can be reasonably reliable. However, where contractor data is obtained from other entities or projects, the data may not be comparable or reliable. The amount of details provided by the different contractors may also vary. The large
discrepancy in cost assessment methods requires caution to ensure that the total allocated costs do not exceed the actual total costs of the project. 4. Residual valuation approach The residual valuation approach is a shortened method that defines only short-term asset costs (e.g. 5 or 7-year property). Short-term asset costs are collected together and then
subtracted from the total cost of the project. The residual or residual cost is determined simply on the building and/or other fixed assets. Although this method is simpler and takes less time than engineering approaches, it can also be less accurate. It should be acknowledged that this method usually does not reconcile the costs of the project. In general,
residual costs are not calculated or verified for reasonableness. Appropriate and reasonable residual costs should always be determined and then added to the total amount of all short-term asset costs in order to verify that the total costs of the project are doubled. It should be understood that different techniques for assessing short-term assets may lead to a
distorted result in favour of § 1245 ownership (e.g. § 1245 on the basis of unit costs of high-quality construction, while the building is based on gross square metre). 5. Sampling or modelling approach The sampling or modelling approach shall use a model (or template) created to analyse multiple facilities that are almost identical in terms of design,
appearance and use (e.g. fast food chains and outlets). The use of sampling reduces resources and costs compared to conducting studies of all properties. Typical steps are: Stratify properties by type of facility (e.g. freestanding facility, location of the mall, hired or owned property, etc.). A cost study shall be carried out by sampling each strata. Based on the
results in Step 2, develop a standard model for each type of facility. the percentage of costs derived from the model(s) on the population. For example, the model may show that 10% of the project costs are related to a 5-year property. The same percentage shall apply to each facility within the same subgroup. A common problem is the accuracy of the
Results. In some cases, the sampling method may not be statistically valid. In addition, a population below 50 could limit the accuracy of the sampling technique unless account is taken of the relevant sampling error. Also, despite the fact that facilities in some layers may look very similar, variations in building norms, geographical location and the cost of
materials and labour can make it difficult to determine an appropriate model. The statistical samples are discussed in more detail in Chapter 5 – Review and study of the study on cost segregation. 6. Rule O f thumb Approach Some studies on cost segregation are based only on the thumb rule approach. In general, this approach uses little or no
documentation and is based on the experience of the preparer in a particular industry. For example, a preparer will assess IRC § 1245 ownership as a fixed percentage of project costs, relying on predetermined average industrial costs (e.g. 40% for a production facility). The examiner should consider this approach with caution as he does not have sufficient
documentation to support the allocation of project costs. WHAT APPROACH IS REQUIRED BY THE RR? Neither the Internal Revenue Service (The Office) or any group or association of practitioners has established requirements or standards for the preparation of cost decoupling studies. The courts dealt with the depreciation of the components, but did not
specifically deal with the methodologies of cost segregation studies. The Office dealt with this issue, but only briefly, i.e. tax regime 73-410, 1973-2 C.B. 53, Case Management for Personal Affairs (PLR) 7941002 (25 June 1979), General Consultative Memorandum of Consultation 199921045 (1 April 1999). All those documents emphasise that the
determination of the assets of Paragraph 1245 is factually intensive and must be supported by corroborated evidence. Furthermore, the main assumption is that the survey is carried out by qualified persons and professional firms competent in the field of design, construction, auditing and evaluation of building procedures (see PLR 7941002). Despite the
absence of specific requirements for the preparation of studies on segregation of expenditure, taxpayers still have to justify their depreciation and property classification deductions. Proving that the use of actual costs is more accurate is that the use of estimates is more accurate. However, where calculation is the only option, the methodology and source of
cost data should be clearly documented. In addition, the estimated costs should be able to be at the actual cost or purchase price. SUMMARIES AND CONCLUSIONS Studies on cost-sharing are prepared for a variety of reasons (e.g. income tax, financial accounting, insurance and many different methodologies and procedures are used. Although neither the
Office nor any group or association of practitioners prescribes a specific methodology, there are some approaches (e.g. studies based on actual costs or the correct assessment of more accurate and reliable distributions. Despite the use of one of these more reliable methods, questions may still arise regarding the correct classification of IRC § 1245
ownership. Approaches that give an accurate cost estimate speed up the review of the Service, saving time and resources for taxpayers, practitioners and verification services. A study that is both accurate and well documented is considered (in this ATG) qualitative cost study. The specific characteristics, which include quality testing, are described in Chapter
4 — Key elements of a study and a report on the segregation of quality costs. Back at the beginning of Chapter 2 | Content | Chapter 4 4
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