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Hey everyone,

Welcome toanother edition of the Internet's most 
powerful Self Storage Newsletter in Existence.  I am 
happy to be back from a LONG Spring Break that 
was coupled to our Self Storage Academy in San 
Antonio.  It was by far the best Academy ever, and 
that's because the group of investors were more 
educated than those we've had in the past, and they 
were well prepared to discuss deals.  We did some 
group underwriting exercises and used the New Self 
Storage Valuator to analyze Several opportunities.  
The highlight, however, was sharing the success 
stories of so many returning students who have 
gone out and launched their  Self Storage Careers 
after spending time with us at previous Academies 
and by working through our mentoring Program.  
Kudos, to all – I'm proud of you.  

For this edition, we've assembled more cutting edge 
strategies to launch your career, or fine tune your 
existing portfolio.  Also, keep an eye on your inbox 
for some really cool webinars this month, and the 
much anticipated launch of the New Self Storage 
Valuator – I promise, it's coming.  Really - it is
.  
To your Success,

Scott Meyers
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Found this one in the local grocery store – 
91 points for $13.   Moon Eyes Lapis 
Luna, 2006 Cabernet Sauvignon from the 
Lodi Region of Napa.  I love wine from 
Lodi, it has a real earthy, mineral taste 
that just stands alone.  When whiff and I 
knew it was going to be good, and it didn't 
disappoint.  One of those wines you can 
really drink fast, because you just 

can't wait for the next sip.  Check it out.  
By the way, If you haven't visited the 
discount wine website, WTSO.com (wines 
Till Sold Out) then you need the check 
them out.  It's a great site for trying new 
stuff that doesn't normally ship to your 
local distributor, and the prices are great.  
PLUS free shipping if you buy 4 bottles.  
Cheers!   

Wine of  the Month
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What I am Reading

Well guys, I'd love 
to tell you I'm 
reading something 
great, but after a 2 
1/2 week trip to the 
last Self Storage 
Academy and then 
an extended Spring 
Break, I'm simply 
way behind on all 
my periodicals – Inc 

 Magazine, Fast company, F1 Magazine, 
Wine Spectator, and all the Self Storage 
Trade Magazines.  I simply haven't had 
time to pick up something new.
 
I have been slowly making my way through 
the book The Hole in our gospel by 
Richard Stearns however.  He talks about 
how we really need to be in mission, and 
stresses the plight of poverty in our world, 
and how it seems the gap between the 
“haves” and the “haves not” is widening.  
And the “haves not” he is talking about, are 
the 30,000 kids that die each day because 
they don't have food.  Certainly not a pick 
me up book, but one of encouragement 
that we can do something to make a 
difference as he asks. 
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What I am Reading

Hey Scott, 

You talked about using a “PEO” at the Academy, but I can't find the name of the 
company you recommended, can you send that back across?  Tim S.

Sure Tim, but first, let's talk about this again.  For the benefit of the community.  
As I mentioned, I do not have employees.  Oh I have a number of people that 
work for us in our various companies, but none of them are employees.  We use 
a PEO (Professional Employer Organization) to employ them.  Here's the 
process:

We advertise for the open position, handle the interviewing, and ultimately make 
the offer.

Once they have accepted, we send their contact information, pay rate, hours, 
location, and duties and responsibilities over to ServantHR.com, our PEO.

They handle all the necessary paperwork to hire the person, but the individual 
becomes an employee of Servant HR, not my company.

Servant HR gives them our Operations Manual, Code of Conduct, and explains 
our terms of employment including pay, bonuses, and any other benefits.  If they 
choose to purchase Insurance, or participate in an IRA, they do so through the 
buying power of Servant HR, not our company.  This gives them the benefits of 
choosing many more plans than we could provide and at much better rates

The associate is still under our direction, but all payroll, and any other HR 
functions such as vacations, Medical leave, workmen's comp, tax reporting, 
employee/employer relations issues, unemployment, termination....etc. Are all 
handled by Servant HR. .

This leaves me free to do what I do best – grow my companies, without having 
to learn and handle this side of the business, or try to hire someone part time or 
full time to do so.        

Question of the Month
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What I am Reading

The act of cost segregation – separating business and personal assets for the purpose of 
income taxes – has been in practice for decades, since 1954 to be exact. The government 
put this act into place to allow property owners a more accurate way of reporting their 
incomes. However, recent events and complains have caused these practices to take a 
significant jump as of late – changes that work toward the benefit of self storage facility 
owners.

In 1997, according to an article from SegregationHolding.com, the Hospital Corporation of 
America sued the IRS, and won – causing the IRS to change its former cost segregation 
standards. Then, in 2004, the issue was addressed once again, creating the Tax Act of 2004, 
which says, “…cost segregation, for it to be properly applied, had to involve those with 
competencies in architecture, engineering or construction and/or construction techniques, in 
order for personal property assets to be accurately identified and segregated.”

Self storage facilities can be put into two different categories, said the article, those that are 
climate controlled, and those that are not. Units that are climate controlled require higher 
operating costs, as well as higher building costs. These units also provide more customer 
options, which is to say they can store more expensive items; ones that cannot withstand 
extreme temperatures. Because of these additional options and costs, cost segregation “can 
often uncover as much as 85 percent qualifying tangible personal property, [where] tangible 
personal property is considered a five-year asset under IRC sec. 1245.” Properties which can 
qualify under this description include security systems, HVAC, fences, landscaping, solar and 
wind systems, etc., said the article. These items can also qualify for an accelerated 
depreciation program, under the IRS' Modified Accelerated Cost Recovery System (MACRS) 
program.

In comparison, “real property” is filed under IRC sec. 1250, and is considered a form of 
property that depreciates over a 39-year period.

And as for those facilities that don't contain climate-controlled capabilities, they aren't far 
behind either. Non-climate controlled units can claim “upwards to 65 percent qualifying 
tangible personal property.” Not bad numbers for those who own either type of facility.

   

How Cost Segregation is Beneficial to Self Storage Owners

Self Storage and Cost Segregation



The Nation’s Foremost Authority on Self Storage

Scott Meyers, CSSM

INVESTING

1

MAY 2012

  SELF STORAGE
  I N V E S T I N G 6

What I am Reading

The self storage real estate market has also changed significantly over the past 
few years. Figuring cost segregation rates is now determining the value of a

facility. Potential buyers should find a facility's cost segregation rates in order to 
find an accurate insurance rate, property value, and net worth for tax purposes. 
Failing to consider the correct cost segregation can change these numbers 
drastically, usually against the favor of the potential buyer.an important factor to

When in doubt, refer to the simple list provided by Segregation Holding, which 
breaks down the benefits of cost segregation to self storage facility owners.

1.   Cost segregation identifies all building components qualifying for accelerated 

depreciation

2.   Cost segregation is basis for accurate appraisal

3.   Cost segregation lowers real estate tax bill

4.   Cost segregation lowers property insurance premium

5.   Cost segregation ensures accurate identification of assets in case of fire or
      theft   

6.   Cost segregation delivers cash in the critical first five years of self-storage
      business ownership

There are multiple financial benefits for self storage facility owners. Take cost 
segregation into account before purchasing a new property, and be sure to look 
at all your options with those you already own. You may just find that your assets 
can work in your favor.

Cost Segregation

Real Estate Trends
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