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MEDICAL OFFICE PROPERTIES
See What’s Possible with Cost Segregation

WHAT IS COST SEGREGATION
•	 Engineering-based analysis that identifies and quantifies 

building components
•	 Components are then reclassified into shorter-lived tax 

categories, resulting in accelerated depreciation, tax 
deferral, and increased cash flow

•	 Front-loading of depreciation leverages the time value  
of money

WHY PERFORM COST SEGREGATION
•	 Accelerated depreciation can create $30,000-$200,000 

in federal tax benefits for every $1M spent
•	 IRS-preferred strategy leverages your fixed assets while 

serving as an excellent asset management tool
•	 Vehicle for tax savings – study methodology provides  

data supporting a myriad of additional tax strategies on 
your property

•	 When dealing with a fit-out and/or renovation, bonus-
eligible Qualified Improvement Property (QIP) is in play

•	 The Tangible Property Regulations may be applied in 
renovation scenarios

•	 In the case of energy-efficient construction or retrofits, 
the property may be eligible for 179D Deductions

•	 Medical building tenants are great candidates – high level 
of customization results in a large amount of assets that 
may be segregated -- engineers can generally accelerate 
30-60% of assets in a medical office building 

WHICH MEDICAL OFFICE ASSETS ARE 
COMMONLY SEGREGATED? 
•	 Shorter-lived 5-year assets may include:

•	 Specialized Medical Equipment and Display Systems
•	 Scrub Sinks 
•	 Medical Gas Installation
•	 Nurse Call System 
•	 MRI Chillers and RF Shielding in Imaging Centers 
•	 Washer/Dryer Venting, Rough-In
•	 Dedicated Medical Equipment Outlets, Wiring, & Piping
•	 Exam and Break Room Cabinetry and Counters
•	 Carpet and Vinyl Flooring
•	 Wallpaper and Window Treatments
•	 Crown Molding and Custom Millwork
•	 Decorative Lighting
•	 Fire Extinguishers
•	 Security Systems

•	 Shorter-lived land improvements may include:
•	 Landscaping
•	 Paved Parking Lots
•	 Sidewalks
•	 Exterior decorative and site lighting

EXAMPLE SMALL MEDICAL BUILDING, 
ACQUISITION
•	 Two tenants – pediatrician and allergist – in one 7,300 SF 

building  
•	 Exam rooms, office space, breakrooms, surface level 

parking  
•	 Placed-in-service 7/2025 
•	 Depreciable basis: $1,281,734 
•	 Engineers moved 16.3% to 5-year, 10.1% to 15-year  
•	 First Year Tax Savings: $123,762 



Capstan Tax Strategies delivers engineering-driven specialty tax solutions that maximize the valuable tax benefits of real estate 
holdings. By complementing and collaborating with accounting firms, we arm commercial real estate owners, executives, and 
tenants with the data and analysis required to accelerate depreciation, maximize deductions, and capture tax credits.

VISIT -  https://capstantax.com/cost-segregation-
study-explained/ 
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EXAMPLE  MEDICAL IMAGING CENTER, 
RENOVATION 
•	 Refinish and reconfiguration of entire facility including imaging 

spaces, exam rooms, offices, labs, waiting room, etc.  
•	 Placed-in-service 3/2026 
•	 Depreciable basis: $1,944,038 
•	 Engineers moved 33.3% to 5-year, 0.2% to 15-year, and 58.2% to 

Qualified Improvement Property (QIP) 
•	 First Year Tax Savings: $612,188 

EXAMPLE MEDICAL OFFICE PARK, 
ACQUISITION
•	 Two multi-story office facilities entirely occupied by orthopedic 

medical group 
•	 Spaces include exam rooms, physical therapy areas, imaging 

areas, labs, administrative offices  
•	 Placed-in-service: 1/2026 
•	 Depreciable basis: $9,180,000 
•	 Engineers moved 26.5% to 5-year, 8.4% to 15-year  
•	 First Year Tax Savings: $1,093,102 


