




Types of ADS Property

• Tangible property used predominantly outside of 
the US during the tax year PIS

• Tax-exempt use property
• Tax-exempt bond-financed property
• Residential rental property, non-residential real
• Electing RPTB taxpayers

Prior to one deciding if a cost segregation study 
should be completed, property owners should 
consider the Interest Expense Limitation. The Net 
Interest Expense is limited to 30% of the adjusted 
taxable income. Taxpayers may be exempt from the 
Interest Expense Limitation if the average gross 
receipts over the prior three years are less than $25 
million or if the taxpayer is electing real property 
business. However, electing real estate taxpayers are 
required to depreciate using ADS for all residential 
and non-residential real property as well as qualified 
improvement property. Assets depreciated under 
ADS are not eligible for bonus depreciation; 
however, a cost segregation would continue to be 
beneficial as personal property carve outs would 
continue to be eligible for bonus depreciation.
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