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ANNOUNCEMENTS 
 

Tax Reform Solutions for Commercial Building Owners 
With tax season already right around the corner, it’s time to start reviewing the processes 

and what your business should expect from the 2019 tax season. Since last year, the most 

sweeping federal tax law seen in decades took effect — and many commercial real estate 

investors and owners were poised to profit from such a move. Although not all real estate 

holdings advanced (or were even directly affected) by tax reform, analysts agreed that the 

structure of many of the tax relief provisions recently signed into law provided tangible 

benefits to commercial property owners. 

 

One year later, the same principles still hold true. And at Valbridge Property Advisors, 

we’re here to explain how your commercial property, this year, could benefit greatly from 

cost segregation. Please see the last page of this newsletter for an inside look into the 

benefits of cost segregation through the eyes of Valbridge Property Advisors. 

 

Valbridge Property Advisors | Los Angeles-Inland Empire 

Business Expansion 
Our office, located in the prime South Lake Avenue District of Pasadena, is expanding. 

Last year we delivered 481 reports to 98 clients and are engaging new clients on a weekly 

basis. With generous benefits ranging from insurance packages to educational assistance, 

we are focused on creating an exciting, supportive, and developmental environment for 

all involved. The position that has been initially created to support this expansion is as 

follows: 

 

 Real Estate Analyst – The Real Estate Analyst provides leveraged assistance for 

our team of Senior Appraisers. The Analyst will be become proficient with 

significant real estate programs and software including CoStar, DataTree and 

Datappraise as well as business programs and software including Process Street, 

Knack, Airtable and Asana. 

 

We are initially extending this opportunity to our internal band of newsletter recipients. If 

you, or someone in your network, are looking for an opportunity to become a part of our 

rapidly expanding team of real estate professionals, we encourage you to reach out with 

a resume and cover letter to LA@valbridge.com.  

 

 

We are pleased to bring you quarterly market trends for rental rates, pricing, and capitalization rates 

for industrial, office, retail, and multifamily properties in the greater Los Angeles and Inland Empire 

markets, as reported by CoStar™. We have been proudly serving the greater Los Angeles and Inland 

Empire commercial markets since 2002. For an appraisal consultation or quote for any type of 

commercial property, please call us at (626) 486-9327, or email us at LA@valbridge.com. 
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Market Overview 

Los Angeles Market Inland Empire Market 

Industrial 

 Rents - The average quoted asking rental rate for available 

industrial space increased 2.2% from 3Q2018 to 

$12.20/SF/Yr. at the end of 4Q2018. 
 

 Price/SF - Average price/SF decreased for 4Q2018 with 92 

transactions totaling 3,957,727 square feet averaging 

$182.78/SF compared to $187.58/SF in the previous quarter. 
 

 Cap Rates - Cap rates have been lower in 2018, and 

averaged 5.14%, similar to the first nine months of last year 

when they also averaged 5.14%. 

 Rents - The average quoted asking rental rate for available 

industrial space increased 5.9% from 3Q2018 to $9.19/SF/Yr. 

at the end of 4Q2018. 
 

 Price/SF - Average price/SF decreased for 4Q2018 with 44 

transactions totaling 5,168,875 square feet averaging 

$108.56/SF compared to $122.48/SF in the previous quarter. 
 

 Cap Rates - Cap rates have been lower in 2018, and 

averaged 5.03%, compared to the first nine months of last 

year when they averaged 5.83%. 

Office 

 Rents - The average quoted asking rental rate for available 

office space, all classes, increased 1.7% from 3Q2018 to 

$36.74/SF/Yr. at the end of 4Q2018. 
 

 Price/SF - Average price/SF decreased for 4Q2018 with 42 

transactions totaling 3,589,818 square feet averaging 

$290.58/SF compared to $300.61/SF in the previous quarter. 
 

 Cap Rates - Cap rates have been lower in 2018, and 

averaged 5.57% compared to the same period in 2017 when 

they averaged 5.74%. 

 Rents - The average quoted asking rental rate for available 

office space, all classes, increased 2.1% from 3Q2018 to 

$21.48/SF/Yr. at the end of 4Q2018. 
 

 Price/SF - Average price/SF decreased for 4Q2018 with 17 

transactions totaling 845,364 square feet averaging 

$169.85/SF compared to $221.73/SF in the previous quarter. 
 

 Cap Rates - Cap rates have been higher in 2018, and 

averaged 7.10% compared to the same period in 2017 when 

they averaged 6.89%. 

Retail 

 Rents - The average quoted asking rental rate for available 

retail space increased 0.9% from 3Q2018 to $30.67/SF/Yr. at 

the end of 4Q2018. 
 

 Price/SF - Average price/SF increased for 4Q2018 with 37 

transactions totaling 2,192,196 square feet averaging 

$482.86/SF compared to $259.37/SF in the previous quarter. 
 

 Cap Rates - Cap rates have been higher in 2018, and 

averaged 5.73% compared to the same period in 2017 when 

they averaged 5.45%.  

 Rents - The average quoted asking rental rate for available 

retail space increased 0.4% from 3Q2018 to $18.62/SF/Yr. at 

the end of 4Q2018. 
 

 Price/SF - Average price/SF increased for 4Q2018 with 23 

transactions totaling 1,222,182 square feet averaging 

$183.62/SF compared to $146.54/SF in the previous quarter. 
 

 Cap Rates - Cap rates have been higher in 2018, and 

averaged 6.65% compared to the same period in 2017 when 

they averaged 6.34%. 

Multifamily 

 Rents - LA rent growth now on pace with the nation as a 

whole. Given a tight vacancy picture in LA, affordability is 

likely the main factor weighing in on growth. 
 

 Price/Unit - The average price per unit remains above 

$275,000. Roughly $8.5B in sales recorded in the first three 

quarters of 2018. 
 

 Cap Rates - The average cap rate remains near all-time lows 

around 4.0%. High prices and declining cap rates may deter 

investors from pursuing short-term gains. 

 Rents - Rent growth in IE managed 4% and exceeded both 

LA and OC. High volume of expected deliveries could 

alleviate housing shortage and provide relief to renters. 
 

 Price/Unit - Average price per unit is near $182,000. Volume 

bolstered with a large portfolio trade in October after 

uncertainty passed from failed Proposition 10. 
 

 Cap Rates - Cap rates seemed lower in 2018, yet averaged 

5.8%, similar to the twelve months of last year when they 

also averaged 5.8%. 

Source: CoStar™                                                                                                    ©Copyright 2019 Valbridge Property Advisors | Los Angeles-Inland Empire  
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Industrial Trends 

Los Angeles Market Inland Empire Market 
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Office Trends 

Los Angeles Market Inland Empire Market 
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Retail Trends 

Los Angeles Market Inland Empire Market 
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Multifamily Trends 

Los Angeles Market Inland Empire Market 
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NEWS & VIEWS 

Tax Reform Solutions for Commercial Building Owners 

 

What is Cost Segregation in Commercial Real Estate? 

Cost Segregation is the act of identifying assets, their associated costs, and classifying those assets for federal tax purpo ses. Cost 

segregation enables commercial real estate owners to reallocate real property to personal property. This res ults in a substantially 
shorter depreciable tax l ife and accelerated depreciation methods. 

In a cost segregation study, certain commercial building costs previously classified with a 39 -year depreciable l ife, can instead be 

classified as personal property or land improvements, with a 5, 7, or 15-year rate of depreciation using accelerated methods.  

The benefits of a cost segregation study include: 

 Immediate increase in cash flow 

 Reduction in current tax l iability 

 Deferral of taxes 

 Ability to reclaim “missed” depreciation deductions from prior years without having to amend tax returns  

With less taxable income, you’ll  have the ability to increase your company’s cash flow from here on out – year after year! Cost 

segregation allows you to keep more of the money you make, so it’s a win for you and your business. 

Cost Segregation and Commercial Tax Reform 

How Does Cost Segregation Result in Increased Income?  

Because cost segregation is the process of re-classifying components of your commercial building in a way that allows much of those 
assets to be depreciated on a 5-, 7-, or 15-year schedule as opposed to the more-traditional 39-year schedule, it allows your current, 

taxable income to be greatly reduced. In fact, it’s so effective that it could propel your annual cash flow to increased anywhere from 
$30-$100K for every $1M of building costs. 

Will Tangible Property Regulations Impact Your Business?  

New business repair and maintenance regulations are some of the biggest tax changes in many years. They need attent ion that 
cannot be overlooked. U.S. tax code shows that cost segregation studies are on the rise since the issuance of these regulatio ns. 

Why? Well, compliance to these regulations is not optional – it must be adhered. Cost segregation studies are known as  the “certain 
method” to getting calculations right and maximizing the associated tax benefit. 

Prior to an audit, your existing depreciation schedule needs to be wiped clean. Any and all  items that do not meet the new level of 

capitalization must be expensed. As you move forward, it is important to know that, with the new criteria, there are several “safe 
harbors” that assist in expensing expenditures that would normally be capitalized. You and your advisor can use these safe ha rbors 
to strategize when and how changes should be made. 

Renovating Your Commercial Property  

Have you renovated or conducted maintenance to your commercial property over the past year? If so, you may be able to expense  
the work! Under what is known as the De Minimus safe harbor l imit, businesses (as of 2016) can expense any expenditure under 
$2,500. Even more, if the expenditures in question are deemed to be repair and maintenance – as opposed to betterment – they can 
be expensed. 

A Partial Asset Deposition (PAD) allows you to write down what you have removed from your property and the costs for the removal 
and disposal of those items. Your friendly advisors over at Valbridge can help you differentiate what is and is not tangible.  Then, 

those items can be written off. 
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More Tax Reform Solutions for Commercial Property Owners 

Aside from conducting a cost segregation study, there are a number of steps and methods commercial property owners can take t o 

maximize their income tax return. What are you potentially missing out on? We’re here to  break down the details. 

Building Systems Valuation 

For building owners, it’s important to know that you can now reverse previously capitalized costs (based on new and evolving 
regulations) in a way that will  expense them in the current year. Of course, a cost segregation study provides the basis for this 
outcome. Working with a trusted partner who is familiar with these regulations can result in valuable savings for you and you r 

business. 

Energy Reprofit Projects with Major Savings! 

Federal tax, state tax, and even local util ity organizations are now providing monetary incentives to those companies and properties 
who are implementing turn-key energy-savings projects on and within their walls. Aside from reducing your own property’s energy 
costs, energy reduction projects also have the possibility of being funded through repair regulation savings, rebates, and other 

incentives. Translation: going green could save your company more than just wasted energy. 

What Else do you Need to Know? 

The income tax savings opportunities we’ve outlined above are all  reliant on the valuation of your property and the proper 
segregation of such assets. It’s imperative to work with a trusted professional to reap maximum benefits.  

Valbridge Property Advisors is the largest independent commercial property valuation and advisory services firms in the U.S., with 

200 MAI-designated appraisers, more than 70 office locations, and more than 675 staff across the nation. Valbridge provides 
independent appraisal services consistent with the highest industry standards of practice. The pros at VPA can work with you to 
survey your property and disperse assets accordingly – in a way that will  maximize the benefits you will  be able to see on your 

commercial property’s next tax return. 

Reach out to the experts at Valbridge today to learn more, and/or to get an analysis of your building’s eligibility to segregate 
expenditures. 

 

 

 

 

Our Los Angeles-Inland Empire practice is a proud member of this forward thinking and moving organization that is 
Valbridge. For more information on general commercial or specialty property type commercial real estate appraisals  and 
consulting, please contact us at (626) 486-9327, or email us at LA@valbridge.com. 

mailto:LA@valbridge.com

