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How do you determine which
professional services firm you
retain? Is it based on cost, respon-
siveness, location, quali cations,
experience, or a combination of all
of these? Its not like buying a car
where you know what model you
want and your goal is to nd the
lowest cost. Purchasing professional
services isa unique situation. Care-
ful consideration of all the above
factors is critical but how do you
know what the end product will
be? Professional services rms are
only as good as their quali cations
and experience; the knowledge they
bring to the table.

Many cost segregation providers

professional services

Tax planning ideas to ensure maximum
results from a cost segregation study

can prepare basic cost segregation
studies but few carefully considerall
the tax implications to truly maxi-
mize the results. Cost segregation
studiesincorporate tax, accounting,
engineering and construction and
all of these disciplines are equally
important.

The objective of a cost segrega-
tion study is to properly allocate the
depreciable basis of commercial
properties into recovery periods
such as 5, 7, 15 and 39 years. The
accelerated depreciation resulting
from these shorter recovery periods
results in signi cant federal and
State income tax savings.

Expertise in the following areas
iS necessary to ensure maximum
results from a cost segregation
study.

Tax Loss Carry Backs

Many taxpayersare notaware that
they can now carry losses back up
to ve years to generate additional
immediate savings, inadditiontothe
possibility of a loss carry forward.
They instead incorrectly assume that

if they have a loss resulting from a
cost segregation study, there is no
bene t to the study. Our tax direc-
tor, with his more than 30 years of
experience in real estate taxation,
will analyze each taxpayers situ-
ation to make sure they are using
costsegregationinthe mostef cient
manner.

Pre-Construction Tax Planning

Most taxpayers think of cost seg-
regation when the project is placed
in service. If that is the case, they
have most likely left tax savings on
the table. Meeting with architects
and engineers in the design stage
will lead to design modi cations
that permit assets to meet the IRS
guidelines for classi cation to a
shorter recovery period. Our cost
segregation professionals, with
their engineering expertise, speak
the same language as the architects
and engineers.

Recapture

Recapture typically hasanegative
connotation when mentioned by
accountants. If notproperty consid-

ered, it can decrease the bene t of
a cost segregation study. However,
with proper tax planning, it is pos-
sibleto shiftincome fromregular tax
rates to capital gains tax rates.
Active/Passive

Losses from a passive activity
are considered active in certain
situations and can be used to offset
active income. Ownership is the
key issue.

Bonus Depreciation

Cost segregation studies open up
opportunities for Bonus Deprecia-
tion by identifying assets with re-
covery periods of lessthan 20 years.
Propertax planningwill incorporate
reviewing projected cash ow to
mostef ciently use the extra depre-
ciation allowable under the Bonus
Depreciation regulations. Proper
tax planning is needed to analyze
the resulting additional depreciation
in order to maximize bene ts for
federal and state taxes.

It is also critical to make sure
the construction team is aware of
the importance of completing con-

struction projects by certain datesto
make themeligible for this generous
write off. This must be done early
in the project when they still have
the exibility.

TICS/REITs

Both of these investments will
bene tfromacostsegregationstudy
by allowing the investors to maxi-
mize their rate of return. Familiarity
withthe intricacies of both TICsand
REITsare important to maximizing
your cash ow.

As you can see from the above
topics, cost segregation is truly
a multi-disciplinary approach to
tax planning. You owe it to your
partners and clients to make sure
the professional services rm you
choose candeliver the rightsolution
for each project.

Jerome Kootman, CPA is
managing tax director for Cost
Recovery Solutions, LLC,
Metuchen, N.J.

Acoustical consultants can provide guidance
to a developer on how to minimize noise pollution
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Ask the typical American to think
about pollution, and the rst things
likely to come to mind are air qual-
ity, toxic chemicals and smog. But
if you are a developer in New York
City, another critical environmental
concern you will face is noise pol-
lution and you might not even
realize it.

Noise pollution in an urban set-
ting comes from many sources.
Some of these are essential to the
health, safety and welfare of the
city sinhabitants, such asemergency
vehicle sirens, garbage collection
operations, and construction and
maintenance equipment. Others,
such as traf c, stem from activities
that are essential to the viability of
the city as a place to live and do
business. Although these and other
noise-producing activitiesare neces-
sary to acity, the noise they produce
is undesirable.

New York City’s Noise Control
Code

Since New York City introduced
its 311 hotline in 2003, noise has
consistently ranked as the number

one complaintamong quality-of-life
issues justaskanyonewhohashad
tositthroughthe incessant pounding
of the jackhammer next door.

In the early 2000s, the City rec-
ognized the need for new noise leg-
islation to replace the outdated and
ineffective Noise Control Code that
had regulated noise for thirty years.
AKRF sAcoustics Department was
retained to assist the New York City
Department of Environmental Pro-
tection (NYCDEP) in updating and
overhauling the existing code.

The overhauled Code, which was
enacted in December 2005 and went
intoeffectJuly 1,2007, brought New
York City s Noise Control Code into
the 21stcentury by delineating noise
enforcement regulations aimed at
curbing the city snoise pollutionand
enhancingthe NYCDEP scapability
to enforce the Code.

The comprehensive New York
City Noise Control Code (i.e., Local
Law 113), de nes unreasonable
noise and addresses a wide range
of noise sources including commer-
cial or business enterprises, motor
vehicles and motorcycles, refuse
collection vehicles and music from
commercial establishments. The
construction rules that were written
in coordination with the new Code
provide one of the most extensive
sections on construction noise in
the country.

These rules establish a unique
noise mitigation plan for each con-

struction site, offering alternatives
for contractors to continue their
important construction tasks while
having fewer noise impacts on the
surrounding environment.

The Code, along with these
rules, requires the development and
implementation of a site-speci ¢
construction noise mitigationplanto
be kept on-site, sets maximum noise

Environmental
guidelines like the
Newv York City Noise
Control Code are
important
components to the
development
process that serve
to improve not only
the quality of our
projects, but also
the quality of life for
people in New York
City.

emission levels for speci ¢ pieces
of equipment, limits the hours of
normal construction and contains
provisions for constructionactivities
that would occur outside the normal
weekday hours.

If you are a developer and none
of this rings a bell, you are not
alone. Nearly two years after the
overhauled Noise Control Code took
effect, many real estate profession-
als remain unaware of the codes

existence. Others know about the
code and either lack knowledge on
requirements for compliance, or
neglectit generallyuntilaninspec-
tion from the NYCDEP inspires a
change of procedure.

Whether intentional or not, failure
tocomply with the code snoise regu-
lations canresultinsteep nesfrom
the NYCDERP, as well as costly de-
laysinconstruction nottomention
adverse effects on nearby residents
and bad community relations.

Afterall, we should not lose sight
of the fact that the Noise Control
Code exists to protect the people of
New York City. According to Local
Law 113, the making, creation
or maintenance of excessive and
unreasonable noises within the city
affects and is a menace to public
health, comfort, convenience, safety,
welfare and the prosperity of the
people of the city.

Why Hire an Acoustical
Consultant?

Acoustical consultants can pro-
vide guidance to a developer not
only on compliance issues relating
to the NYC Noise Control Code
and NYC Building Code, but also
on how to minimize noise effects
on inhabitants of the building and
on how to minimize the effects of
construction noise on the surround-
ing community.

This includes the development
of a site-specific construction
noise mitigation plan that satis-

es NYCDEP requirements, and
assistance with the plans imple-
mentation. Additionally, acoustical
consultants can help developers
respond to noise complaints by
performing on-site noise measure-
ments and recommending various
mitigation measures.

In fact, some consultants, such as
AKRF, become involved inaproject
long before construction begins,
as part of a projects city, state, or
federal environmental approval
process. Retaining an acoustical
consultant at the start of the design
and development process provides
the advantage of having an expert
who understands the acoustical
rami cations of the proposed con-
struction activities involved at an
early stage.

But with or without this added
experience, anacoustical consultant
can save a project money, speed up
the process, and most importantly,
minimize the noise effects of a
projects construction on the sur-
rounding community.

Environmental guidelineslikethe
New York City Noise Control Code
are important components to the
development process that serve to
improve not only the quality of our
projects, but also the quality of life
for people in New York City.

Benjamin Sachwald is technical
director — acoustics department
for AKRF, Inc., New York, N.Y.




