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October 15, 2015 

W. Frank Little,
President,
Green Zip Tape Partitions
19726 Indigo Lake Drive
Magnolia, Texas, 77355

Re:  Patented Green Zip Technology/proper classification of non load bearing partitions 

Dear Frank: 

You are considering making various referrals to us for cost segregation studies on construction 
projects where clients of yours are going to be utilizing the patented Green Zip Technology.  
You have requested a general explanation of certain typical Federal income tax issues relating 
to the application of the new patented technology called Green Zip and the proper tax 
classification of interior walls, where this new technology is applied in the construction of non 
load bearing removable partitions.   

The information contained in this letter is a general explanation of certain principles of Federal 
income tax law that apply to the type of construction processes described in this letter. We have 
not had an opportunity to review or to confirm the underlying facts and circumstances 
surrounding any specific transaction or construction project, nor have we attempted to apply 
these general principles of Federal income tax law to the facts of any specific transaction or 
construction project. Accordingly, we do not express any opinion or assurance concerning the 
tax consequences of any specific transaction or construction project. 

We also call your attention to the fact that the Internal Revenue Code provides for a number of 
tax penalties for understatements of tax resulting from certain tax return positions and for failure 
to make certain disclosures in connection with a return. It also provides for certain defenses to 
these penalties, some of which depend on tax return disclosure or the existence of certain 
documentation. Since we have not expressed any opinion or assurance concerning the tax 
consequences of any specific transaction, we have not addressed these penalty 
considerations. You should not rely upon this letter to provide any relief from any penalties 
under the Internal Revenue Code. 

General Explanation of Certain Principles of Federal Income Tax Law: 

The McGladrey Cost Segregation Group has reviewed the Green-Zip® technology for purposes 
of determining its tax treatment in general terms and not based on a specific set of facts or 
circumstances.  Green-Zip® technology is a zip type drywall partition system that consists of zip 
type partition elements, removable zip tape and joint compound, removable/reusable studs and 
tracks, and removable/reusable screws, and zip type partition attachments. This new patented 
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technology may allow certain property installed in commercial or residential rental buildings to 
be classified as personal property subject to a shorter cost recovery period in certain 
circumstances. Without the use of this technology that property would not be considered 
personal property. Therefore, the property would be depreciable over a substantially longer 
period of time. 

Accelerate depreciation and increase cash flow: 

All buildings and real estate property consist of tangible personal property with a shorter cost 
recovery period and real or structural property with a longer cost recovery period, 39, 27.5, or 15 
years. Typically, a cost segregation study – conducted at the time of design, during construction 
or retroactively – can help you determine whether portions of your property can be depreciated 
more quickly, allowing you to take a larger deduction over a shorter cost recovery period. 
Cost segregation studies are often undertaken by property owners that have made capital 
improvements or that plan to do so in the future. These improvements may include: 

• Building a new facility
• Purchasing a new facility
• Renovating existing buildings
• Making leasehold improvements to an existing building

A typical cost segregation study will bring together architects, construction engineers, 
appraisers, accountants and real estate professionals to help a property owners reduce their 
near-term tax liabilities through accurate property classification. It is strongly recommended that 
where a zip type drywall partition system is being considered that a cost segregation study be 
performed by a qualified group of cost segregation professionals.   

McGladrey can bring together architects, construction engineers, appraisers, accountants and 
real estate professionals to help a property owner complete a cost segregation study, which 
may help reduce their near-term tax liabilities through accurate property classification. 

Classification is critical: 

Tangible property is classified in four core groups: 

• Nonstructural elements – tangible personal property, fixtures (furniture and equipment)
• Land improvements – examples may include sidewalks, roads, utilities, fences,

landscaping
• Residential rental property
• Commercial buildings

Commercial buildings and residential rental property have a depreciable life of 39 and 27.5 
years, respectively. Nonstructural elements include demountable partitions, including a zip type 
drywall partition system, interior wall partitions, carpeting, wall coverings, and specialized 
mechanical, plumbing, and electrical components, with a prescribed 5 or 7 year recovery period. 
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Thus, the proper classification into tangible personal property can accelerate depreciation by as 
many as 34 years. 

Zip Type Drywall Partition System: 

Generally, all load bearing interior partitions and certain non-load bearing interior partitions that 
divide or create rooms or provide traffic control are a building component with a longer cost 
recovery period.  Interior walls where the partitions can be 1) readily removed and remain 
substantially in the same condition after removal, or 2) moved and reused, stored or sold in 
their entirety are tangible personal property with a shorter cost recovery period. A zip type 
drywall partition system may allow certain property installed in commercial or residential rental 
buildings to be classified as personal property subject to a shorter cost recovery period in 
certain circumstances. Without the use of this technology that property would not be considered 
personal property. Therefore, the property would be depreciable over a substantially longer 
period of time. 

In 2014, the IRS provided a Private Letter Ruling (PLR) 201404001 to an individual property 
owner contemplating interior improvements to his investment properties. It should be noted that 
pursuant to §6110(k)(3), a private letter ruling may not be used or cited as precedent by anyone 
(other than the taxpayer with respect to whom it is issued, who may rely on the determination 
under specified circumstances). 

Among other interior improvements, the property owner planned to purchase two drywall 
partition systems. The first partition system is an interior wall partition system described as a zip 
type drywall partition system that consists of the zip type partitions elements and the second is 
a conventional interior drywall system.  Based on the property owner’s representations, which 
included a demonstration of the zip type partitions being constructed and deconstructed, the 
IRS determined that interior wall partitions constructed with the zip type partitions are tangible 
personal property with a shorter cost recovery period and the conventional interior drywall 
partitions are building components with a longer cost recovery period. 

The zip type partitions were composed of removable and reusable gypsum drywall panels that 
are finished and painted, removable patented zip tape and compound, studs and tracks, screws, 
and other removable and reusable elements. The joints between the partitions are covered with 
a zip tape that “unlike other joint tapes” can be zipped up after a covering of a joint compound 
has fully cured. To remove the panels the tape is zipped up, which removes the joint compound 
and exposes the screws, and the screws are then removed from the system allowing the zip 
system to be deconstructed, removed, relocated and reused. It has been demonstrated to us 
that the zip type drywall partition system was designed and constructed for the purpose of being 
movable; it can be stored, reused, or sold in its entirety. Removal of the zip type drywall 
partition system does not cause substantial damage to either the partitions or the underlying 
structure. Under the facts of the PLR, it was represented that prior to installation it was 
anticipated that the zip type partitions may need to be moved to accommodate any desired 
reconfigurations of the properties.  
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In the PLR the conventional drywall partition system is composed of gypsum boards, studs, joint 
tape, and joint compound. Once the joint compound has dried and fully hardened, the joint tape 
cannot be removed without breaking. Although removal of the conventional partitions cannot be 
easily done without demolishing the partitions, the removal would not cause any damage to the 
underlying structure. 

The IRS analyzed the code provisions, the regulations, Revenue Ruling 75-178, 1975-1 C.B. 9, 
and Whiteco Industries, Inc. v. Commissioner, 65 T.C. 664, 672-73 (1975). The IRS determined 
that the partitions would be classified based on whether they were inherently permanent 
structures using the Whiteco factors. Based on the property owner’s representations, which 
include visual demonstration of the zip partition system being deconstructed and relocated, the 
IRS ruled that, generally the zip type drywall partition system should be classified as tangible 
personal property and the conventional drywall partitions should be classified as nonresidential 
real property. 

Distinguishing structural and personal property components of buildings and the 
Whiteco factors: 

In Rev. Rul. 75-178, the Internal Revenue Service ruled that, the classification of property 
should be based “on the manner of attachment to the land or the structure and how permanently 
the property is designed to remain in place”. Factors to consider in determining whether a 
structure is a building include the appearance of the structure, the function of the structure, and 
inherent permanency. See L.L. Bean, Inc. v. Commissioner, T.C. Memo. 1997-175. 
For determining whether a structure should be considered personal property or a building 
component, the court in Whiteco set forth six factors to consider. These factors are:  

1) Is the property capable of being moved, and has it in fact been moved?
2) Is the property designed or constructed to remain permanently in place?
3) Are there circumstances, which tend to show the expected or intended length of 

affixation, i.e., is there circumstances, which show that the property MAY or WILL BE 
moved?

4) How substantial a job is removal of the property and how time consuming is it; is it 
readily removable?

5) How much damage will the property sustain upon its removal?
6) What is the manner of affixation of the property to the land? 

I.  
A Zip Type Drywall Partition System and the Whiteco factors: 

Application of the Whiteco factors number 1,2,_,4,5, and 6 are rooted in a zip type drywall 
partition system like the Green-Zip® technology, whereas Factor number 3 is rooted in property 
owner’s circumstance of use of the items—i.e. “are there circumstances which show that the 
property may or will have to be moved?” Alabama Displays, Inc. v. United States, 507 F. 2d 
844, 849 (1974). In other words, Whiteco Factor 3 can be summed up as is there a reasonable 
expectation that the non-load bearing interior partitions may be moved by the property owner? 
Notably the courts held in Hospital Corporation of America v. Commissioner, 109 T.C. 21, 57, 
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74 (1997), that the Investment Tax Credit component court cases still apply and therefore 
further validate the application of the Whiteco factors, including that the ease and intent of 
moving the item in question helps determine its permanence. However in Metro National. 
Corporation v. Commissioner, T.C. Memo. 1987-38 (1987), the court also held that movability is 
not a controlling factor (noting that some of the examples of structural components in the 
regulations are readily removable). Consolidated Freightways, Inc. v. Commissioner, 708 F. 2d 
1385 added that other indicia include the function and design of the component, the intent of the 
property owner in installing the component, the effect of the component’s removal on the 
building, and the extent the component can be reused after removal. 
The Whiteco Factor 3 test restricts Gypsum Wallboard Assembly property from qualifying as 
personal property if it is load bearing interior partitions, located in elevators, building cores, or 
restrooms and similar items. Furthermore, the Internal Revenue Service Audit Technique 
Guidelines include property classification lists which consider the above property types. 
The use of the zip type drywall partition systems would not be able to shorten the depreciable 
lives of load-bearing interior partitions, located in elevators, building cores, restrooms or similar 
property. In addition, those fire, life, and safety designations that are considered “essential to 
the operation and maintenance of a building” would not qualify as personal property, even with 
zip type drywall partitions. 

In our view, the lesson from the PLR is that the a zip type drywall partition system will achieve 
shorter depreciation lives in the proper circumstances. While the technology will not convert 
every wall into personal property, it could allow property owners to classify more items as 
personal property than without the technology. The use of the technology in conjunction with a 
cost segregation study can increase the tax benefit versus a traditional cost segregation project. 
Gypsum Wallboard Assembly can generally represent 6% to 10% of a project’s costs. Further, 
the use of a zip type drywall partition system generally would, in our view, likely yield additional 
tax benefits. In addition to the Gypsum Wallboard Assembly, when a zip type drywall partition 
system is incorporated into the interior doors, frames, and hardware assembly; and the interior 
glass glazing system; and associated utilities, the benefit can increase by qualifying these 
components as personal property.  
Non-tax benefits and other business purposes for using zip type drywall partition system: 
The McGladrey Cost Segregation Group has seen the technology demonstrated and has 
interviewed drywall contractors.  We have been told that contractors can use the technology 
with Gypsum Wallboard Assembly materials (normal drywall/ studs/ tracks/ screws). In projects 
where the technology has already been utilized, we have been told it has allowed the 
reconfiguration and reuse of drywall partitions resulting in reduced future costs associated with 
renovations such as: 

• Avoiding noisy dusty demolition sawing and sledge hammers (which reduces disruption 
to adjacent occupant);

• Allowing "quiet" remodel work during normal business hours (not just nights & 
weekends) without disturbing occupants;

• Reducing project related landfill costs, time, and transportation; 
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• Providing a hedge against future ever increasing landfill and waste costs; and
• Allowing access to internal parts of the building to assist in building system repairs or 

mold mitigation. 

Conclusion: 

There is no bright-line test for determining whether an item is personal property or a component 
of a building. Instead the determination is based on facts and circumstances. 
McGladrey’s cost segregation specialists are comprised of architects, construction engineers, 
appraisers, accountants and real estate professionals who help quantify the physical 
components of real and personal property and identify their costs. In addition, the team provides 
assistance with dispute resolutions and gross maximum price reviews. With the current recovery 
period for depreciating commercial buildings at 39 years, or 27.5 years for residential rental 
property, it may be extremely beneficial to identify any 5 and 7 year depreciable personal 
property.  It will also be important to properly identify 15 year depreciable Land Improvements 
and Qualified (Interior) Leasehold Improvement property, as well as Bonus Depreciation that can 
be included in buildings and facilities. Accelerated depreciation may result in additional near-
term reduction to taxable income and thus provide a significant tax savings. 

Additional Technical Discussion and Observations: 

*It is interesting to note, the Business Activity Asset Class 57.0 Distributive Trades and Services 
of Rev. Proc. 87-56 (Table B-2) was highlighted in the PLR which specifically ruled Asset Class 
57.0 applicable to a zip type drywall partition system.  Asset Class 57.0 encompasses a large 
number of property owners and potential zip type drywall partition system  users including the 
rental activity of residential rental property (Announcement 99-82, 1999-2 C.B. 244).

Rev. Proc. 77-10 (1977-1 C.B. 548), Asset Class 70.2, Personal and Professional Services, 
(which is the predecessor to Asset Class 57.0), gives more examples of qualifying business 
activities including hotels, motels, medical facility activities, professional service activities such 
as bankers, teachers, accountants, architects and engineers, and wholesale, retail, rental 
businesses and more.  

Should you desire advice concerning the application of these general principles to a particular 
set of facts, please contact us. 

Sincerely, 

Jeffry B. Seidel, Partner 
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