
CAN YOU BENEFIT FROM A COST SEGREGATION STUDY?

 or tenant improvements, Cost segregation accelerates the depreciation of commercial buildings. For companies that own commercial real estate, multi-family housing 
cost segregation is one of the most significant opportunities available to reduce tax liability and increase short-term cash flow.

Total Potential 1st Year Increased Cash Flow What is a Cost Segregation Study
Cost segregation studies free up capital by accelerating the depreciation of 
short-life assets associated with commercial real estate. They may be 
thought of as an interest-free loan in that they front-load the depreciation 
expense deduction a property would otherwise receive over 27.5 or 39 
years.

Benefits are typically measured in terms of : 
• Immediate cash savings or increased cash fl ow during early years of

ownership; or,

• Present value over ownership term

Additionally, to increase benefi ts, cost segregation studies may be coordinated 
with other services such as:

• Repairs and dispositions under the Tangible Property Regs.; as well as

• § 179, § 179D, and § 45L studies

What Makes a Building or Improvements Eligible?

• Placed-in-service since 1987

• Currently depreciating over 27.5 or 39 years

• $500,000+ in capitalized costs

• Have been acquired, constructed, expanded, or remodeled

• The property owner must be a tax-paying entity

• Ideal building types include apartment complexes, auto dealerships, 
banks, hotels, manufacturers, nursing homes, office buildings, 
restaurants, shopping centers, warehouses, etc.

Assumptions:

• Tax benefit per $1,000,000 of capitalized costs

• Interior improvements may be Qualified Improvement Property (QIP) where 
applicable

• Tax rate is 35% and the discount rate is 6%

• Bonus depreciation applies to tangible personal property, land improvements, and 
QIP
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Ranges of Accelerated Property Ranges of Accelerated DepreciationProperty Type

Assumptions:

• Tax benefi t per $1,000,000 of capitalized costs

• Interior improvements may be Qualifi ed Improvement Property (QIP) where applicable

• Tax rate is 35% and the discount rate is 6%
• Bonus depreciation applies to §1245, QIP property, and Land Improvements

• LIP = Land improvement property

• QIP = Qualified improvement property
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