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By LAWRENCE A. ROSENBLUM

Commercial real estate 
developers are in a 
prime time to save 

money on their tax bills. The tax 
reform law commonly known 
as the Tax Cuts and Jobs Act 
(TCJA) enhanced the bonus 
depreciation percentage to 100% 
for qualifying materials placed 
in service from Sept. 28, 2017 
through Dec. 31, 2022. 

To take full advantage of the 
bonus depreciation provision 
– while it’s at its 100% mark 
– many developers may want to take a closer look at the new and new-to-them property that 
they have accumulated since Sept. 28, 2017 and potentially plan for future acquisitions. 
Bonus depreciation, combined with other tax deductions, gives real estate developers a unique 
opportunity to maximize their tax savings before Dec. 31, 2022.

What Are the Opportunities Available Right Now?

The tax reform law’s enhancement of the bonus depreciation deduction created more of an 
incentive for businesses of all types to make investments in business property. The deduction 
may be particularly beneficial for real estate developers. TCJA didn’t just prolong the bonus 
depreciation deduction (which was set to drop from 50% in 2017 to 40% before the law 
change), it expanded the deduction to benefit used property as well. This is particularly 
important for real estate developers who are undergoing acquisitions. When the property is new 
to your company, there is a potential opportunity to capture tax savings on that property and its 
various assets. 

Property eligible for bonus depreciation includes placed-in-service assets with depreciable 
lives of 20 years or less. Whether qualified improvement property would fall into this category, 
however, remains to be seen.
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Don’t Forget the TPRs

Real estate developers face another opportunity for 
potential tax savings when they consider the tangible 
property regulations (TPRs). Revised TPRs went into 
effect in 2014 and created more potential for developers 
to deduct repairs, materials and supplies, and routine 
building maintenance. The TPRs also affected certain 
dispositions, particularly of Modified Accelerated Cost 
Recovery System (MACRS) property. 

TCJA did not affect the application of TPRs. Taxpayers will 
still use the TPRs to analyze each unit of property placed 
in service to determine whether the property should be 
capitalized or expensed. Under the regulations, certain 
types of repairs can be expensed and deducted rather 
than capitalized over a period of time. Additionally, the 
materials being replaced by the repairs may qualify as a 
partial asset disposition (PAD). Qualifying PADs allow the 
taxpayer to take a write-off for the undepreciated cost 
basis of the replaced property so long as they capitalize 
the replacement property.

Cost Segregation as the Key to Cost Savings

So how can real estate developers make the most out 
of their bonus depreciation deduction and optimize 
the tax treatment of their repairs? Cost segregation. 
A cost segregation study analyzes all of a taxpayer’s 
tangible assets and classifies them into their appropriate 
depreciable lives. From there, a taxpayer can more easily 
determine whether certain elements of property qualify 
for the bonus depreciation deduction. A cost segregation 
study also makes applying the tangible property 
regulations easier.

A cost segregation study can be undertaken any time 
property is being brought into the business – whether 
through a new development project, major renovation 
or acquisition. It can also be used when a real estate 
developer has owned property for less than 10 years and 
has not previously undertaken a cost segregation study 
for that property. The so-called “look-back study” can be 
particularly good for capturing property that may have 
been placed in service after Sept. 28, 2017, which could 
be eligible for the 100% bonus depreciation deduction. 

Real estate developers that work in the multi-family sector 
are good candidates for cost segregation and potentially 
bonus depreciation, as well as the tangible property 
regulations due to the potential for major renovations. 
Office spaces are also good candidates. 

Next Steps 

Given where we are in the year, timing will be critical if 
you want to capture all of your tax benefits in 2019. Cost 
segregation studies are best undertaken before the end 
of the year so there is still time to identify the potential 

Upcoming Webinars & Events
Webinars are “no fee” and open to all interested 
parties. Upcoming webinars and events can be found 
here. Please note - the “register” links often provides 
the recorded versions if the date of the live version 
has passed. CBIZ Employee Benefits On-Demand 
Webinars, available 24/7, can be found here. 

Featured Topic 
Preparing for the Worst – Disaster Preparation  
& Business Continuity 
Ensuring Your Business is Prepared for the 
Next Disaster [on demand webinar] 
Is Your Company Prepared If Disaster Strikes? [article]

Hot off the Presses!
Overcome the Barriers to Revenue Recognition 
Adoption [whitepaper] 
Our white paper focuses on some of the key  
barriers that could be stalling your implementation 
efforts and will help you separate fact from fiction 
before it’s too late.

Building A Safety Culture [toolkit] 
Safety is a vital tool for business owners, risk 
managers, supervisors and others looking to protect 
their employees and their bottom line. Ultimately, 
this toolkit will help you make safety part of your 
overall business strategy.

CBIZ Wellbeing Insights [newsletter]
Tips on living a better, more vibrant life.

for bonus depreciation and tangible property regulation 
benefits before your business’ 2019 tax return is filed. 

Related Resources

■  6 TCJA Takeaways on Bonus Depreciation and Cost 
Segregation (article)

■  Using Cost Segregation Studies and Tangible 
Property Regulations to Minimize Income Taxes 
(article)

■  The Importance of Cost Segregation Studies & the 
Tangible Property Regulations (Video)

Your Team

Should you have any questions or require 
additional information, don’t hesitate to 
reach out to the author of this article, 
Larry Rosenblum (lrosenblum@cbiz.com 
or 561.922.3006). For all other inquiries, 
please contact us.
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Currently, however, building codes are based on historical 
data and do not reflect future risks such as the impacts of 
climate change.  

Flood Risk Management Trends

Strategies to manage environmental threats are gaining 
traction. Sustainability, the effort to make the impact of 
the environment on communities as small as possible, 
receives a lot of attention. Resiliency, the effort to 
keep the environment from impacting buildings and 
communities, is often included in initial design as well as 
in retrofits after a disaster. 

Resiliency is commonly built into facilities like hospitals 
where uninterrupted operations are critical. Now the 
concept is being applied more widely in commercial 
real estate, for example, developing seawalls and dikes, 
elevating structures, or moving mechanicals from ground 
floors. Some of the best practices for community flood 
resilience recommended by the Environmental Protection 
Agency include a comprehensive disaster recovery plan, 
green infrastructure techniques, land conservation in 
river corridors, restoring wetland vegetation, discouraging 
development in frequent flood areas, adapting flood-
resistant building codes, and coordinating with 
neighboring jurisdictions to implement a watershed-wide 
approach to storm-water management.

By MATT MERCIER and BILL STITT

Trillions of dollars in properties and developments 
along the coastal U.S. are being threatened by a 
warming planet, according to a groundbreaking 

government study released in 2018. The threat is not 
limited to coastal properties. “Climate change is . . . 
increasing the frequency and intensity of heavy rainfall 
storms,” said Andreas Prein, a project scientist with the 
National Center for Atmospheric Research, in a New York 
Times article posted as Tropical Storm Barry approached 
the Gulf Coast in July. Extreme precipitation creating 
heavy downpours has increased in every region since the 
1950s. Just this year, record flooding has washed out key 
infrastructure and swamped both croplands and cities. 

While the facts and issues surrounding climate change 
continue to be debated, even those who believe global 
warming is a threat seem willing to build in spite of 
a high risk of flood. Waterfront tourist developments 
contribute significant revenue to state and local budgets 
and residential waterfront properties are considered 
premium properties. 

Some risk management specialists suggest that in the 
near future developers could be held negligent for not 
paying attention to factors like sea-level rise in coastal 
areas when publicly available maps indicate that a 
structure could flood during the building’s lifespan. 

As Risks Go, Flood Beats Fire 5 to 1
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affecting the amount of coverage required to fully mitigate 
risk. Often, insured parties are required to supplement 
NFIP insurance with private policies. In some cases 
private insurance makes more sense altogether. In 
February, federal regulators announced a rule requiring 
regulated lending institutions to accept private flood 
insurance policies comparable to the NFIP. The rule took 
effect on July 1, 2019.

Flood insurance had long been considered an untouchable 
risk by private insurers because they did not have a reliable 
way of measuring flood risk. In recent years insurers have 
become increasingly comfortable with using sophisticated 
models to underwrite insurance risk, and modeling firms 
are getting better at predicting flood risk. 

Private insurance policies now offer excellent coverage 
and competitive pricing. Another plus – when multiple 
units require coverage, as in the case of a condominium 
association’s coverage, private policies often allow full 
coverage of all units by one policy.  

The downside – what to do if your carrier non-renews 
your class of coverage. Loss history may contribute to 
being dropped from coverage, but carriers may simply pull 
out of the flood market entirely. Shopping other private 
carriers may provide alternatives, but in many cases a 
return to the NFIP will be the best solution, although post-
FIRM rates will now be your only option. 

Surprising Facts You May Not Know

Flooding is the most common and costly natural disaster 
in the U.S., causing billions in economic losses each year. 
According to the NFIP, 90% of all natural disasters in the 
U.S. involve flooding.

A structure located within the 100-year floodplain has 
a 26% chance of experiencing flooding but only a 4% 
chance of experiencing a fire. 

More than 25% of flood claims come from properties 
in the low-minimal risk zones. Just one inch of water 
in a structure can cost more than $25,000 in damage. 
A homeowner’s policy does not cover flood, but flood 
insurance can pay a claim even if the flood event is not 
declared a disaster by the President. 

Most people believe the government will assist them in 
the event of a significant loss. Here are some facts about 
disaster assistance:

■  Disaster assistance comes in two forms – a U.S. 
Small Business Administration loan, which must be 
paid back with interest, or a FEMA disaster grant, 
which is about $5,000 on average per household.

■  The average flood insurance claim is nearly 
$30,000 and does not have to be repaid.
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(Continued from page 3)

Government Regulation and Insurance

While regulation of flood-plain building is a state-by-state 
issue, the Federal Emergency Management Agency 
(FEMA) has placed more than 20,000 communities in 
the U.S. into a category of flood zones. FEMA’s Flood 
Insurance Rate Map (FIRM) determines both the special 
hazard areas and the risk premium zones applicable 
to the community. The most hazardous flood zones are 
usually first-row, beach-front properties (labeled “V”) and 
properties near water (labeled “A”). Flood insurance is 
mandatory in all V and A zones. Properties in these high-
risk zones are eligible for FEMA’s National Flood 
Insurance Program (NFIP). 

Flood insurance covers direct physical losses by flood 
and losses resulting from flood-related erosion caused 
by heavy or prolonged rain, coastal storm surge, snow 
melt, blocked storm drainage systems, levee dam failure 
or other similar causes. Coverage limits for commercial 
property are $500,000 for the structure and another 
$500,000 for its contents. Homes or individual units 
(e.g., condominium association coverage) are covered 
for up to $250,000 on a replacement cost basis and the 
contents for up to $100,000 on an actual cash value 
basis. Replacement cost coverage pays to rebuild the 
structure as it was before the damage. Actual cash value 
is replacement cost minus the depreciation in value that 
occurs over time. Excess flood insurance is available 
in all risk zones from some private insurers for NFIP 
policyholders who want additional coverage or where the 
homeowner’s community does not participate in the NFIP. 

The new era of billion-dollar weather events has put 
enormous pressure on the NFIP program. Grandfathering 
contributes further strain as properties are permitted 
to retain a pre-FIRM rate when the property zone’s 
premium has been increased by a more current rating. 
Complicating the entire picture, the FEMA maps used to 
determine risk are outdated and don’t take into account 
the accelerating risks of climate change. 

On March 18, 2019 the Trump administration announced 
plans to reform the NFIP with a shift to fully risk-based 
pricing of flood insurance. FEMA announced the 
program would begin to assess properties individually, 
using several variables such as hurricane rainfall, 
coastal surges and proximity to bodies of water, rather 
than applying a single formula for an entire flood zone. 
The reformed system could potentially drive more flood 
risk into private reinsurance and risk markets. FEMA 
will announce the new rates on April 1, 2020, and it will 
implement the new system on Oct. 1, 2020.

Private Insurance Has a Role

Property values have increased, as have the costs of 
repairing or replacing storm-damaged property, also (Continued on page 5)
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■  Disaster assistance can be provided to a property 
address only once – i.e., once disaster assistance 
is provided to a property address, it will never be 
available again.

■  The disaster assistance funds are only available 
if the damage costs reach a threshold for the 
President to declare it a disaster.

Bottom Line

Environmental activities can trigger many risks, including 
increased and different storm events, flooding and 
sea-level rise. Larger storm events and changes in 
precipitation amounts and type (rain vs. snow) can 
greatly affect water supplies, storm-water design and 
landscaping options for developers. Property owners 
will want to ensure that risks are properly assessed and 
mitigated. In the case of properties in flood-prone areas, 
inclusion of sustainability and resiliency in building will be 
your first line of defense against disaster. A well-executed 
insurance plan will provide a measure of insulation 
should damage be sustained. 

Businesses whose properties are situated in areas 
at risk for flood and other environmentally triggered 
disasters will want to develop a broader plan for disaster 
recovery. From fires to floods, earthquakes to hurricanes, 
disaster can strike anytime, anywhere and often with 
little to no advance warning. According to the Insurance 
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Information Institute, as many as 40% of businesses 
forced to suspend operations due to a natural or human-
caused disaster never reopen their doors. Your flood and 
commercial property insurance policy would help you 
rebuild your physical infrastructure, but you will want to 
plan for lost revenue and mounting expenses while you 
work to restore operations.

Additional Resources 

■  Ready or Not: Ensuring Your Business Is Prepared 
for a Disaster [webinar]

■  Is Your Company Prepared If Disaster Strikes? 
[article]

■  BizTips: Protecting Community Associations from 
Risk [video]

Your Team

Bill Stitt (BStitt@cbiz.com, 
941.960.8784) is Senior 
Vice President of CBIZ 
Insurance Services and 
Matt Mercier (MMercier@
cbiz.com, 941.586.0702) 

is CBIZ’s National Director of the Community Associations 
Practice. Together they have over 50 years of experience 
in insurance brokerage. Headquartered in Sarasota, FL, 
they are CBIZ’s go-to experts in flood risk mitigation. Don’t 
hesitate to call on them for additional information on this 
article’s focus and other property & casualty issues. 

that would delay the effective date for changes to 
leasing, current expected credit loss (CECL), and hedge 
accounting. A second proposal would delay accounting for 
long-term insurance contracts as well.

By CBIZ MHM ACCOUNTING STAFF

Private companies, not-for-profit organizations, and 
smaller reporting companies received welcome 
news on July 17. The Financial Accounting 

Standards Board (FASB) voted to issue proposals 

New Lease Accounting to be Delayed?

(Continued on page 6)
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(Continued from page 5)

How We Got to the Delay

Private companies have been thought to be behind the 
ball when it comes to adopting the leasing standard 
updates to ASC Topic 842, Leases. Calendar year public 
companies adopted the standard in the first quarter, and 
many have found tracking and recording the leases to be 
more time intensive than originally anticipated. Back in 
May, the AICPA even asked the FASB to delay the leasing 
effective date for private companies because of the lack 
of resources available to handle the adoption, the failure 
of software companies to create comprehensive lease 
solutions, and the time constraints it was putting on the 
financial statement preparation process.

Financial services companies have also been asking 
for additional time for a complex accounting issue, 
the credit loss impairment standard’s changes, which 
include the introduction of the CECL model to ASC Topic 
326. Up until now, relief from the changes to the credit 
loss impairment rules hadn’t looked promising. Several 
regional banks submitted proposed changes to the 
FASB to make the credit loss reporting less difficult for 
financial services organizations, but the FASB rejected 
the proposal in the spring.

Changes to ASC Topic 815, Derivatives and Hedging, were 
designed to make hedge accounting easier, but the timing 
of the changes—which were set to roll out at the same 
time as the leasing standard—may have been the reason 
why it was also among the accounting standards with a 
proposed effective date delay.

Private companies, not-for-profit organizations, and 
smaller reporting companies had been scheduled to 
adopt the leasing changes and the hedge accounting 
changes in the 2020 calendar year. Under the proposed 
changes, they will adopt those standards in the 2021 
calendar year. The CECL changes had been set to take 
effect in the 2022 calendar year for private companies 
and not-for-profit organizations, and under the proposal, 
these groups will join smaller reporting companies 
in adopting the credit loss impairment standard in 
calendar year 2023.

What Does the Delay Mean for SEC Filers?

FASB’s vote to issue a proposed accounting standard for 
effective date delays for leasing and hedging comes too 
late for public companies, who are already adopting the 
changes. Delays are not expected for the implementation 
date for the CECL model, either.

But public companies are not wholly left out of the 
conversation around how to ease the adoption of complex 
accounting standards. The FASB also voted to release a 
proposal that would delay the effective date for changes 
to how insurance companies account for long-duration 

contracts. Delays to the standard, issued in ASU 2018-
02, would push the effective date back to the 2022 
calendar year for this group and to 2024 for all others.

Longer Roll Outs to Come?

As part of its meeting on July 17, the FASB also discussed 
whether it would be appropriate to provide longer delays 
on the implementation date for some companies and 
whether smaller reporting companies should have 
deferred effective dates similar to private companies. 
The FASB is considering allowing for two years between 
the effective date for SEC filers and all other groups for 
future complex accounting updates. Private companies, 
not-for-profits and smaller reporting companies stand to 
benefit from the lessons learned by public companies 
when it comes to implementation, board members noted. 
Minor accounting updates would continue to use the 
standard protocol that exists today, which typically affords 
a one-year delay for private companies and not-for-profit 
organizations.

What’s Next

Now that the FASB voted to issue the proposed changes, 
it will work on releasing the proposed accounting 
standards update. The public will be able to comment on 
the proposed changes before the FASB releases the final 
accounting standards updates to delay the effective dates 
of the leasing, hedging, credit loss impairment, and long-
term insurance contract standards.

For more information on how these changes affect your 
organization, please contact us.

https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
https://www.accountingtoday.com/news/deadline-approaching-for-lease-accounting-changes
https://www.accountingtoday.com/news/deadline-approaching-for-lease-accounting-changes
https://www.mhmcpa.com/services/advisory/complex-accounting/lease-accounting
https://www.mhmcpa.com/services/advisory/complex-accounting/lease-accounting
https://www.accountingtoday.com/news/aicpa-asks-fasb-to-delay-lease-accounting-standard-for-private-companies
https://www.mhmcpa.com/insights/article/preparing-for-the-new-credit-loss-impairment-rules
https://www.mhmcpa.com/insights/article/overruled-rejection-of-proposed-changes-indicates-new-credit-loss-standard-will-be-implemented-on-schedule
https://www.mhmcpa.com/insights/article/overruled-rejection-of-proposed-changes-indicates-new-credit-loss-standard-will-be-implemented-on-schedule
https://www.mhmcpa.com/insights/article/finalized-improvements-to-hedge-accounting-released
https://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176171066930&acceptedDisclaimer=true
https://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176171066930&acceptedDisclaimer=true
https://www.mhmcpa.com/insights/article/lessons-learned-in-preparing-for-revenue-recognition-adoption-1
https://www.mhmcpa.com/contact-us


1-800-ASK-CBIZ • cbiz.com/commercialrealestate PAGE 7@CBZCBIZ BizTipsVideos

prepare. Some private companies may not see it that way, 
however, which is a significant misconception.

It Doesn’t Apply to Me

Technology, life sciences, construction, professional 
services, SaaS and companies in many other industries 
will experience the impact of Topic 606 when assessing 
and adopting the new standard. But any company that 
has contracts with customers is subject to Topic 606’s 
rules! So, too, will companies with a variety of revenue 
streams, variable consideration arrangements or that 
traditionally followed industry-specific accounting 
guidance.

By DAVE LEWIN

What a long strange trip it’s been from the release 
of the new revenue recognition standard to 
the adoption year for private companies. The 

Financial Accounting Standards Board (FASB) released 
its initial changes to accounting for revenue from 
contracts five years ago under ASC Topic 606, Revenue 
from Contracts with Customers. In the intervening years, 
changes have been made, effective dates delayed, and 
public companies adopted the standard.

Although we are in the home stretch for adoption of the 
new revenue recognition standard, it could still be a mad 
dash to the finish line for those who have not started to 

Clear the Hurdles to Revenue 
Recognition Adoption

(Continued on page 8)
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(Continued from page 6)

Private companies that do not have some of these 
attributes may slip into the “it doesn’t apply to me” school 
of thought. They may be more likely to put off the revenue 
recognition assessment process until their 2019 financial 
statement audit cycle. This could be a very costly mistake.

It’s a misconception to equate “the new standard 
doesn’t affect me much” to “the new standard doesn’t 
apply to me.” Revenue recognition changes apply to 
everyone. They also come with ramifications beyond 
updates to accounting, so it’s a slippery slope 
to bypass a thorough evaluation of the 
new standard’s impact on your 
organization.

Why the Misconception Exists

Changes to the accounting for 
contracts under Topic 606 will 
have an effect on a company’s 
bottom line in situations 
where revenue is recognized 
earlier or later under Topic 
606 than it was under the 
legacy revenue recognition 
guidance in Topic 605.

Companies may find that 
their revenue from contracts 
is recognized at the same time 
under Topic 606 as it was before, so 
there is little to no bottom-line effect of 
adopting the new standard. It’s important to note that 
revenue recognition will still have an impact on financial 
statements.

The new standard requires more judgments than past 
guidance. With those judgments come with enhanced 
disclosure requirements. Internal processes will likely 
need a refresh. Companies that fall into the “minimal 
financial impact” camp may not see how much work is 
coming with the new disclosure requirements.

Why the Misconception Can Be Dangerous

Waiting too long to implement the standard could be 
disruptive to your 2019 financial statement audit. Your 
auditor may have questions or see issues with your 
adoption of Topic 606, and by the time the audit rolls 
around, it could be too late to address those concerns. 
Questions about the adoption could also delay the 
issuance of your audited financial statement, potentially 

lead to missed deadlines for the business processes 
that rely on audited financial statements, such as 
lending arrangements.

Your Solution: Complete the Assessment Now

Your company may have an idea of what the impact of the 
new revenue recognition standard will be, but it is highly 
recommended that you complete a formal, initial impact 
assessment anyway. The initial evaluation of how the new 
revenue recognition standard applies to your material 
revenue streams will benefit you in a number of ways.

First, it informs your adoption effort. The 
initial impact assessment will indicate 

right away if there will be additional 
hurdles to implementation. It will 

also help satisfy information 
requests from your financial 
statement auditor, who 
will want to know how you 
determined the impact (or 
lacked thereof) that the new 
revenue recognition standard 
will have on your organization.

Without the initial impact 
assessment, your organization 

could be left trying to prove a 
negative when it comes time for 

your 2019 financial statement audit. 
You will be hard pressed to prove to 

your financial statement auditor that the 
accounting standard doesn’t have an accounting 

or financial impact on your company if you don’t have 
evidence to support your claim.

Ask for Help

Accountants have been working through the new revenue 
recognition standard since it was released, and may be 
able to provide some guidance and support that make 
your implementation easier. If you have a question or 
need assistance with the initial impact analysis, consider 
asking for an outside opinion.

For more information about revenue 
recognition, download our Myth-Busting 
the Revenue Recognition Standard 
whitepaper or feel free to reach out to the 
author, Dave Lewin, at dlewin@cbiz.com  
or 617. 761.0508. 

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
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connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 

https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
https://www.cbiz.com/revrec
mailto:dlewin@cbiz.com

