The following will help determine whether a Cost Segregation is right for you:
What are the benefits of a cost segregation study? A rapid and significant increase in cash flow. A decrease in your current tax liability. The ability to defer taxes. The opportunity to reclaim past depreciation deductions.

How does cost segregation work? When property is purchased more than just the structure is acquired; you gain a set of building components (equipment, fixtures, furniture, etc.). While it may be looked at as one piece of property, 20% to 40% of the components may be viewed differently by the IRS. Structures are normally depreciated over 27.5 or 39 years; however, it’s possible that some components can be depreciated faster. 
The idea is to analyze and re-classify components from real property (land and buildings) to personal property (equipment, fixtures, furniture, etc.). 

This process allows assets to be depreciated on a 5, 7, or 15-year schedule instead of the traditional 27.5 or 39-year schedule.
What types of components are reclassified in the study? Flooring, plumbing, appliances, fences, countertops, signage, lighting, cabinetry, landscaping, sidewalks, parking lots, and much more. 
I purchased or constructed a new building a few years ago, can I still benefit? Yes. You are
able to perform cost segregation studies on buildings purchased, built or improved in prior years. Current IRS rules allow you to “catch up” the additional depreciation in the 
current tax year, and there’s no need to amend tax returns. In fact, you could see 
current-year tax benefits from real estate transactions that took place ten or more years ago depending on the size and purchase price of the building.
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Won’t my building depreciate anyway? While it is true that your building will depreciate anyway, a cost segregation study can significantly increase your cash flow in the short term and provides long-term benefits due to the time value of money. A dollar is worth much more today than it will be in 39 years! 
How long does a cost segregation study take?
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Typically, 30-60 days. Timing is often based on the size of the project and whether information and documents are readily available. 
How much is cost segregation study? The typical range is $5,000 to $10,000.
Can I do the study myself? Unfortunately, no. The IRS requires engineering-based cost segregation studies. 
Your study should be conducted by a firm that specializes in engineering, construction, tax law or accounting principles. 

Real Life Example: You purchase a rental building valued at $1 million. The building is worth $800,000.

A rental property is usually composed of the land and the building. The IRS allows a rental building to be depreciated over the course of 27.5 years. So, if the building is valued at $800,000 you can write off $29,090 per year as a depreciation expense from your taxable income over the course of 27.5 years. 
Let’s say a cost segregation determined that 30% of the buildings compenents can be depreciated in 5 years. That means you can write off $60,000 annually from your taxable income for the next 5 years! 
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Providing civil engineering, land surveying, environmental, and comprehensive land use planning services since 1958.
www.laphamassoc.com

You want your money now. Not over decades. 
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If your company is planning to build, purchase or renovate a building, or has done so in the past several years, a cost segregation study is a powerful tool that may help boost your cash flow and decrease your tax liability. 

What would you do with the extra cash from a Cost Segregation?
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