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Qualified Improvement Property is 
defined as any improvement to an 
interior portion of a building that is 
nonresidential real property. 
 
On April 17, 2020, the IRS released Rev. Proc. 2020-25 outlining 
how to implement the Qualified Improvement Property (QIP) 
changes that were part of the CARES Act of 2020 and modify 
certain elections under Section 168 using Form 3115, Change in 
Accounting Method. KBKG authored a comprehensive overview of 
the new procedures that can be found here.  

KBKG has put together a sample Form 3115 template with 
attachments for these new changes using Designated Change 
Numbers (DCN) 244 and 245. This template is free and can be 
accessed in our Resource Library.

QIP is defined as any improvement made by the taxpayer to an 
interior portion of a building that is nonresidential real property
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as long as the improvement is placed into service after the building was first placed into service by any 
taxpayer (IRC §168(k)(3)).  Additionally, QIP specifically excludes expenditures for (1) the enlargement of a 
building, (2) elevators or escalators, or (3) the internal structural framework of a building.

KBKG INSIGHT
Consider a limited scope cost segregation to separate QIP from non-QIP costs when improvements are not 
solely related to tenant interior spaces and exceed $1 million. Cost segregation also makes sense for states 
that do not conform to federal bonus depreciation. 

Contact a KBKG specialist to discuss options on how to maximize depreciation deductions and limit your 
exposure related to QIP property. Our team is available to answer any questions you may have.
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