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To each other –

This book is proof of what we’ve always known:

We’re better together.
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Introduction: The Wealth You Were Never Taught to Keep
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They did everything right—at least, that’s what Dana told herself as she looked over the year-end financials.

The downtown inn she and her husband purchased three years earlier had weathered the pandemic. Occupancy was stable. Revenues were up. Expenses were down. And yet, there it was again: a tax bill that made her stomach turn. Another six figures handed over to the IRS, gone like clockwork.

Dana wasn’t careless. She had a CPA. A reputable one. She filed early, paid on time, kept her receipts. But each spring, the same question came knocking—one she dared not ask aloud:

What am I missing?

​The Rules No One Explained

If you own commercial property, you probably know the feeling. You play by the rules, but those rules feel like they were written in a foreign language—one that only your accountant is fluent in, and even then, only selectively.

You’ve heard whispers of other owners who pay far less in taxes. You’ve seen headlines about depreciation, deductions, credits. But when you ask your CPA, the answer is vague: “That’s not really applicable to you.” Or worse: “We’re already doing everything we can.”

Are they? How would you know?

Most commercial property owners find themselves here—caught in a strange purgatory between financial success and strategic stagnation. You’re profitable, but not optimized. You’re playing the game, but no one handed you the playbook. And you suspect—rightly—that you’re leaking wealth not because you’re doing something wrong, but because you were never shown what was possible.

This book changes that.

​Wealth Doesn’t Leak Loudly

You don’t lose wealth in commercial real estate because of one bad deal. It slips away quietly—in compliance without clarity, in missed deductions, in a lack of strategic foresight. Most of all, it disappears in the space between trusting professionals and understanding their limits.

Dana didn’t need a new CPA. She needed a new lens.

Her breakthrough didn’t come from studying tax law. It came from asking one better question at a networking event: “Have you ever had anyone do a depreciation analysis on your property?”

The person she asked—another property owner—nodded. “Yes. Cost segregation changed everything.”

That night, Dana went home and Googled. Not because she wanted to become an expert, but because she couldn’t afford to keep being in the dark.

​The Hidden Windfall

This book isn’t about loopholes or tax tricks. It’s about strategy—specifically, the strategy that’s been hiding in plain sight.

The IRS didn’t accidentally create opportunities for savvy commercial property owners. Sections like 179D, 45L, and 263A weren’t buried in the code as traps—they were written as incentives. For those who build, improve, and invest, the tax code offers generous rewards. But they’re not automatic. They’re not obvious. And they’re definitely not waiting in your CPA’s default software package.

We call this the Hidden Windfall.

It’s the difference between a compliant return and a strategic one. Between a passive payer and an empowered steward. Between watching cash flow shrink and making it surge—legally, confidently, repeatedly.

​You Were Never Supposed to Know This

That’s the uncomfortable truth.

Tax strategy, for decades, was treated like insider knowledge—something reserved for the ultra-wealthy, the institutional players, or those born into boardroom conversations. The rest of us were given slogans. “Pay your fair share.” “File and forget.”

But here’s the thing: the wealthy didn’t get there by playing small ball. They learned to use the rules—not bend them, not dodge them, but use them. And they built teams who could turn those rules into results.

This book hands you the same lens.

You’ll discover how to protect your wealth not by gaming the system, but by understanding the opportunities built into it. You’ll see what the most informed property owners already know: that the biggest returns often come after the purchase—when you decide how to treat that investment for tax purposes.

​The Advisor No One Taught You to Hire

Most people have a real estate broker. Some have a CPA. A few have a tax attorney. But almost no one has someone who acts as the translator between those disciplines—someone who sees the big picture and knows how to connect the dots.

That’s the gap Dana stepped into when she called us.

She didn’t need someone to replace her CPA. She needed someone to speak their language and hers. Someone who could walk the property, ask the right questions, identify the applicable tax strategies, and bring in the specialists to execute—while she stayed in the driver’s seat.

This book is written by those advisors. And it’s written for owners like you.

You don’t have to become the tax expert. You just need to stop flying blind. And once you do, the path forward isn’t murky—it’s methodical.

​From Guesswork to Framework

This book is built on a simple, repeatable methodology we call the 3T Framework:

Tax Strategy – Understand the tools the tax code offers you

Team – Assemble the right people to apply those tools

Trust – Learn how to vet advice, act decisively, and build durable relationships

This is how the wealthy protect their gains. This is how smart investors move from anxious to empowered.

And this isn’t theory. It’s what we’ve watched unfold for hundreds of commercial property owners across the country—people who discovered that their biggest financial advantage wasn’t another acquisition. It was a better strategy for the ones they already owned.

​A Real-World Example (Fictionalized)

Let’s return to Dana.

Once she found the right tax benefits consultant, here’s what happened.

Her inn had been placed in service five years prior. No cost segregation study had ever been done. Within weeks, she was connected to an engineer who evaluated the building and reclassified nearly 30% of it into shorter-lived assets—carpeting, millwork, HVAC controls, decorative lighting, and more.

Because the study was done retroactively, Dana didn’t amend any tax returns. Instead, her CPA filed Form 3115 (Application for Change in Accounting Method) to change her accounting method, triggering a one-time catch-up deduction through a Section 481(a) adjustment. Her tax liability dropped by over $230,000 that year. Her cash flow spiked. And the next renovation? It came with a plan, not just a permit.

Dana didn’t learn to read the tax code. She learned to ask the right questions—and partner with people who already had the answers.

You can, too.

​What This Book Is Not

Let’s be clear:

This is not a “secrets of the rich” exposé.

This is not a primer for tax evasion.

This is not a substitute for professional advice.

And it’s certainly not another tax-season checklist.

This is a call to arms for anyone tired of paying more than they should—and finally ready to do something about it.

If you’ve ever sat across from a CPA and thought, I don’t know enough to challenge this, you’re not alone.

But by the end of this book, you won’t need to challenge them. You’ll be able to engage them—strategically, intelligently, and with the clarity of someone who knows what to ask.

​Why Now?

Because the rules are changing. Bonus depreciation is phasing out. Energy incentives are expanding. New legislation is on the horizon. And while you wait for perfect clarity, others are already optimizing.

Every year you delay, you forfeit what could have been yours. Every uninformed tax return is a silent forfeiture of capital—capital that could fund your next deal, renovation, or retirement contribution.

The cost of inaction is invisible... until it’s compounded.

But that ends here.
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​Preface: A Brief History of CRE Taxation — How the Rules Were Written

[image: ]




​The Blueprint Beneath the Building

Before the foundations are poured, before the steel is craned skyward, every commercial building rests on a blueprint. Not just architectural—but financial. And buried deep within that financial blueprint are rules few owners ever see, let alone understand. Yet those rules—drawn not with a pencil but with legislation, case law, and IRS guidance—determine who keeps their profits, and who leaks them slowly to the tax man.

This isn’t conspiracy. It’s construction. The tax code, especially for commercial real estate, is a carefully engineered framework. But here's the twist: it rewards the architect who understands the rules, not the one who blindly trusts the builder.

To understand how we got here—how everyday owners became disadvantaged while insiders quietly compounded their wealth—we need to look back. Not to memorize tax acts or decipher court opinions, but to trace a path: from simplicity to sophistication, from compliance to strategy.

Because once you understand how the game was built, you stop playing like a pawn.

​Postwar Foundations: The Beginning of Depreciation as Strategy

In the years following World War II, the U.S. tax system needed to fuel growth. Soldiers returned home, suburbs sprawled outward, and businesses expanded into industrial parks and office buildings. To encourage investment in physical infrastructure, Congress offered a gift: depreciation.

Originally, depreciation was a bookkeeping allowance—a nod to the fact that buildings wear out over time. But the IRS didn’t just allow owners to reduce their taxable income a little each year; it let them start accelerating that timeline. Suddenly, depreciation became a financial engine, not just an accounting formality.

The IRS let you write off the cost of your building gradually, even as the actual property appreciated in value. The result? A phantom expense that delivered real tax savings.

It didn’t take long for savvy investors to realize: depreciation wasn’t a nuisance—it was a goldmine.

​1986: The Gameboard Gets Redrawn

Then came The Tax Reform Act of 1986, a tectonic shift that changed commercial real estate forever.

Prior to 1986, the tax code practically invited speculative investing through highly favorable depreciation schedules and loose rules around passive losses. Commercial property became a tax shelter haven—until the IRS shut the party down.

The Reform Act introduced:

MACRS (Modified Accelerated Cost Recovery System): a standardized depreciation schedule that replaced the previous mishmash of rules.

Passive Activity Loss rules (Section 469): restricting investors from offsetting other income with rental losses unless they materially participated.

A crackdown on “paper losses” that had inflated valuations and undermined real economic activity.

But for those paying attention, a new door opened: cost segregation.

By separating personal property components (like lighting, cabinetry, or HVAC systems) from the main structure, owners could still accelerate depreciation—just in a more precise, IRS-approved way. The trick was classification, not evasion. The game had changed, but strategy wasn’t dead—it had just evolved.

And most property owners never got the memo.

​Cost Segregation and the Rise of the Tax Benefits Consultant

The modern cost segregation era didn't just evolve—it was litigated into legitimacy. In 1997, a landmark case—Hospital Corporation of America v. Commissioner (109 T.C. 21)—set a powerful precedent. The court ruled that certain non-structural components of a building, such as specialty plumbing, dedicated electrical systems, and removable partitions, could be treated as personal property for depreciation purposes.

This was a turning point. While some advisors had already begun dissecting properties into component parts, this decision validated the practice in the eyes of the IRS. Cost segregation, once a niche strategy used quietly by the well-advised, was now court-approved. It went from questionable to credible—and from credible to essential.

For decades, depreciation was treated like a one-size-fits-all garment. Put your building on a 39-year schedule, close your eyes, and move on.

But a quiet army of advisors and engineers had started asking a better question: What if some parts of the building don’t need to wait 39 years?

That’s where cost segregation entered as a surgical tool. By dissecting a property into its parts—land improvements, personal property, structural elements—owners could legally reclassify assets into faster depreciation buckets: 5, 7, or 15 years.

And even if they missed the opportunity when the property was placed in service, they weren’t out of luck. Through something called a lookback study, owners could retroactively recapture those missed deductions—without amending past returns—by filing Form 3115 and taking a one-time “catch-up” adjustment.

The effect? Instant, massive deductions. And often, a tidal wave of cash flow.

Still, most CPAs didn’t initiate this strategy. It required a specialized advisor—someone who lived at the intersection of tax law and real estate strategy. The new era of commercial tax guidance had begun.

​The Green Shift: 179D, 45L, and a Different Kind of Incentive

Then came the energy movement—not just in policy, but in the tax code.

As the country turned its focus toward sustainability, lawmakers realized something profound: the fastest way to green a building wasn’t through mandates—it was through money.

Thus emerged:

Section 179D, a deduction for energy-efficient improvements in commercial buildings

Section 45L, a credit for energy-efficient residential construction

These weren’t token gestures. When applied strategically, they could shave six- or seven-figures off a tax bill.

And like cost segregation, both programs allowed retroactive claims:

179D could be amended within the open return window (typically 3 years), with excess deductions carried forward up to 20 years.

45L allowed for amended returns as well, rewarding developers who built smart—whether or not they knew it at the time.

Energy wasn’t just about savings. It was about stacking tax benefits—compounding opportunities that most owners walked past, unaware they were even available.

​The Bonus Era: Accelerating the Clock

In 2001, the game changed again with the Job Creation and Worker Assistance Act, introducing bonus depreciation in response to economic turmoil.

Then it escalated.

Over the years, bonus depreciation rates climbed—50%, 75%, and eventually 100% with the Tax Cuts and Jobs Act of 2017. Suddenly, the entire cost of qualifying property could be written off in year one.

For those using cost segregation? It was a bonanza.

The benefits were real, but the clock was ticking. Under current law, 100% bonus depreciation phases down through 2026. It’s a window—and windows close. Which is why strategy matters now, not someday.

Owners who act before the phase-down ends can secure substantial advantages. Those who wait may find the windfall shrunk—or gone.

​Section 263A: A Quiet Gift for Small Businesses

Meanwhile, hidden in the corners of the code, Section 263A offered something rare: simplicity.

The general rule: businesses must capitalize indirect costs related to inventory or production. But there’s an exception—if your business meets the small business test (average gross receipts under ~$29 million, adjusted for inflation), you may opt out.

What that means in practice:

More costs can be deducted immediately

Less time-consuming accounting

Lower taxable income

To elect this exception, owners must file Form 3115 for an automatic change in accounting method.

Simple, potent—and largely ignored. Why? Because most CPAs are focused on filing clean returns, not optimizing long-term strategy. And because most owners never knew to ask.

​The Modern Landscape: Strategy or Surrender

The commercial tax landscape today isn’t chaotic—it’s engineered. It rewards those who:

Understand asset classification

Think beyond their CPA’s default return

Recognize that tax savings aren’t accidental—they’re constructed

It’s also a land of “use it or lose it.” The IRS doesn’t remind you of missed deductions. The government doesn’t nudge you toward bonus depreciation or whisper about 45L credits. These tools must be discovered—or more accurately, interpreted—by someone who knows where to look.

And that’s the real story of how the rules were written: not to deceive, but to reward fluency.

​Rewriting the Ending

If you’ve ever felt like commercial real estate taxes were just a cost of doing business—uncontrollable, inevitable, and fixed—understand this: they’re not.

They are negotiable through knowledge.

Every advantage outlined above is legal. Many were created precisely to reward owners like you. But the system is quiet. It doesn’t shout. It waits for you to ask the right questions or bring the right interpreter to the table.

This book is that table.

We wrote it so the game stops feeling rigged and starts feeling navigable. Because once you understand the history, you realize something powerful:

The rules weren’t written to hurt you. They were written to help those who knew how to read them.

Now you do.
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Chapter 1: The Setup — Uncertainty and Missed Opportunity
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The Silent Leakage of Wealth

​When the Game Is Rigged, Even Winners Bleed

In the years following the acquisition of a mid-size manufacturing facility in Ohio, Marcus and his partners marveled at the returns. Occupancy was high, the tenant solid, the lease long. On paper, it was a textbook win. But when Marcus finally sat down with an advisor who knew where to look, the truth surfaced: they had left more than $800,000 in deductions on the table. Not through negligence. Not through recklessness. Through obedience.

They had played by the rules. Just the wrong ones.

The truth is, most commercial real estate investors leak wealth not from bad deals, but from unclaimed advantages. Tax advantages. The kind you have to know to ask about. The kind your CPA may not volunteer unless prompted. The kind that make the difference between a property that funds your future and one that simply meets expectations.

This leakage is invisible at first. It hides behind phrases like "we’ve always done it this way" or "let’s keep it simple." But simplicity is not the same as strategy. And tradition is not a defense against erosion.

​The Cost of Trusting the Surface

When Angela and her two brothers inherited a strip mall in suburban Denver, they did what most would: they called the family CPA. He filed the returns, depreciated the building over 39 years, and said they were in great shape. And they were—until a year later, when Angela ran into a friend who specialized in real estate syndication. Within ten minutes, the friend asked, "Did you run a cost seg on that asset yet?"

Angela blinked. "What’s that?"

What followed was not an indictment of their CPA, but a revelation about the complexity of the system. The missed opportunity wasn’t the CPA’s fault. It was the result of a misalignment—a team built for compliance, not advantage.

The mall qualified for a lookback cost segregation study. When completed, it triggered a $200,000 deduction they could take that same year—without amending prior returns. It was legal. It was strategic. And it had been invisible to them until someone with the right lens showed up.

How many property owners live in that gap? How many walk past these windfalls because they assume—wrongly—that someone else is watching for them?

​The Misunderstood Rules That Drain Returns

Ask ten property owners how long they’ll depreciate their building and most will say 27.5 or 39 years. They’re not wrong. But they’re not fully right either.

What they’re quoting is the straight-line method—default treatment under the IRS code. It’s what happens when you take no strategic action. It’s also what happens when your advisors aren’t trained to dissect building components or reclassify property elements based on use, lifespan, and function.

But just because the IRS allows a passive approach doesn’t mean it rewards it.

The tax code is full of provisions that favor proactive classification:

Five-year depreciation for removable walls and specialty-use surfaces (like GreenZip® Tape enabled installations)

Fifteen-year timelines for outdoor features and site improvements

Energy efficiency credits and deductions that disappear unless claimed proactively

Inaction isn’t neutral. It’s expensive.

And yet, many property owners believe they’re doing fine—until the neighbor mentions a $300,000 deduction they just took for a new HVAC install, or a 45L credit on their residential development. Suddenly, the silence of your own return feels a lot louder.

​How Obedience Replaces Optimization

There’s a certain comfort in the conventional. The standard CPA process. The boilerplate depreciation schedule. The annual filing routine.

But comfort isn’t wealth.

Obedience to standard tax treatment often substitutes for optimization. The CPA files accurately, but without inquiry. The owner signs, assuming the result must be correct because the math checks out.

It’s like asking your GPS for directions and ignoring the traffic overlay. Yes, you’ll get there. But you’ll miss every shortcut, every detour that could have saved time—or in this case, capital.

There’s a hidden psychology here: owners don’t want to rock the boat. They worry that if they ask too many questions, they’ll offend the CPA, or worse, get flagged by the IRS. But the IRS doesn’t punish legitimate strategy. It punishes sloppy execution and fraudulent intent. The owners who win are the ones who ask better questions—not the ones who avoid the game.

​The Drain Is Not Always Obvious

Dana, a hotel operator in the Southeast, thought she was doing everything right. Her hotel was LEED-certified. Her contractor even mentioned energy credits during construction. But no one filed for 179D. No one ran a cost seg. The CPA had flagged the building for straight-line depreciation only.

Years later, Dana met a tax benefits consultant who reviewed the project and confirmed it: she had missed $400,000 in tax deductions. Because no one connected the dots. Because no one saw it as their job to.

The architect thought the CPA would handle it. The CPA assumed the contractor didn’t keep documentation. The general contractor thought it was a nice-to-have.

No one lied. No one failed. But no one optimized either.

This is the nature of the leak. It doesn’t scream. It seeps.

​Rewriting the Ending

In every story above, the leak could have been stopped. The loss could have become a windfall. Not through loopholes or aggressive maneuvers—but through informed choices and strategic assembly.

This book doesn’t ask you to become a tax expert. It asks you to stop assuming someone else is watching the vault.

Because here’s the truth: You don’t need to understand the entire code to protect your wealth. You just need to understand that your wealth is already slipping away when no one is tasked with guarding it.

The silent leakage isn’t just a tax issue. It’s a mindset issue.

And the moment you choose to challenge that mindset, you begin rewriting the ending.

Reflection Question

What’s one assumption you’ve made about your property’s tax treatment that might deserve a second look?

​Playing by the Rules Without Understanding Them

​The Mirage of “Doing It Right”

Jason Monroe was proud of how he ran his business. A second-generation property owner, he’d grown up hearing that the key to success was discipline. Pay your taxes. Don’t cut corners. Trust the professionals.

And for 20 years, that’s exactly what he did.

Every spring, Jason sent his records to his CPA. Every summer, he sighed at the size of his check to the IRS. And every fall, he quietly resolved to do better next year—not by changing strategy, but by watching expenses more closely, increasing rents modestly, or waiting out the market.

He didn’t think he was missing out. He thought he was playing it safe.

It wasn’t until a business acquaintance mentioned a seven-figure tax write-off tied to depreciation—on a similar property—that Jason’s confidence started to crumble. “How?” he asked. “My CPA would’ve told me.”

But the CPA hadn’t.

Not because they were negligent. Because they were conventional. They filed what was required, claimed what was obvious, and never brought strategy to the table. They followed the rules. But they didn’t understand the game.

Jason’s story isn’t rare. It’s a mirror. And if you’ve ever felt a flicker of doubt—wondering if your tax bill is larger than it should be, despite “doing everything right”—you’re in the right place.

Because the truth is harsh, but liberating:

In commercial real estate, compliance is not the same as competence. And strategy isn’t a luxury—it’s a responsibility.

OEBPS/d2d_images/chapter_title_above.png





OEBPS/d2d_images/chapter_title_corner_decoration_left.png





OEBPS/d2d_images/cover.jpg
* How Commercial Property Owners
Unlock Tax Breaks, Build Trust,
and Keep More of What They Earn

RANDAL FRANZEN
AND LYNN ABEL





OEBPS/d2d_images/chapter_title_corner_decoration_right.png





OEBPS/d2d_images/image000.png
o

CHAIR12
PRESS





OEBPS/d2d_images/chapter_title_below.png





