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Department of the Treasury
Internal Revenue Service2007

Instructions for Form 4562
Depreciation and Amortization (Including Information on Listed Property)

deduct all your depreciable cost or basis,Section references are to the Internal Who Must File or no longer use the property in yourRevenue Code unless otherwise noted.
Except as otherwise noted, complete and business or for the production of income.
file Form 4562 if you are claiming any ofWhat’s New Generally, you can depreciate:the following.• For tax years beginning in 2007, the • Tangible property such as buildings,• Depreciation for property placed in

maximum section 179 expense deduction machinery, vehicles, furniture, andservice during the 2007 tax year.
is $125,000 ($160,000 for qualified equipment; and• A section 179 expense deduction
enterprise zone and renewal community (which may include a carryover from a • Intangible property such as patents,
property). This limit is reduced by the previous year). copyrights, and computer software.
amount by which the cost of section 179 • Depreciation on any vehicle or other

Exception. You cannot depreciate land.property placed in service during the tax listed property (regardless of when it was
year exceeds $500,000. For qualified placed in service). Section 179 Propertysection 179 Gulf Opportunity Zone (GO • A deduction for any vehicle reported on
Zone) property, the maximum deduction Section 179 property is property that youa form other than Schedule C (Form
is higher than the deduction for most acquire by purchase for use in the active1040), Profit or Loss From Business, or
section 179 property. See the instructions conduct of your trade or business, and isSchedule C-EZ (Form 1040), Net Profit
for Part I. one of the following.From Business.

• Any depreciation on a corporate • Tangible personal property.• A 50% special allowance is available
income tax return (other than Form • Other tangible property (exceptfor qualified cellulosic biomass ethanol
1120S). buildings and their structural components)plant property placed in service after • Amortization of costs that begins during used as:December 20, 2006. See page 4 of the
the 2007 tax year.instructions. 1. An integral part of manufacturing,

production, or extraction or of furnishingIf you are an employee deducting• A qualified motorsports entertainment
transportation, communications,job-related vehicle expenses using eithercomplex placed in service after December
electricity, gas, water, or sewage disposalthe standard mileage rate or actual31, 2007, will not be treated as 7-year
services;expenses, use Form 2106, Employeeproperty. See the instructions for line 19,

2. A research facility used inBusiness Expenses, or Form 2106-EZ,column (a).
connection with any of the activities in (1)Unreimbursed Employee Business• Qualified leasehold improvement above; orExpenses, for this purpose.property and qualified restaurant property 3. A facility used in connection withFile a separate Form 4562 for eachplaced in service after December 31, any of the activities in (1) above for thebusiness or activity on your return for2007, will not be treated as 15-year bulk storage of fungible commodities.which Form 4562 is required. If you needproperty under MACRS. See the • Single purpose agricultural (livestock)more space, attach additional sheets.instructions for line 19, column (a).
or horticultural structures.However, complete only one Part I in its• The accelerated depreciation of • Storage facilities (except buildings andentirety when computing your section 179property on an Indian reservation will not their structural components) used inexpense deduction. See the instructionsapply to property placed in service after connection with distributing petroleum orfor line 12.December 31, 2007. See the instructions any primary product of petroleum.

for line 19, column (d). • Off-the-shelf computer software.Additional Information
For more information about depreciation Section 179 property does not includeAt the time these instructions went and amortization (including information on the following.to print, Congress was considering listed property) see the following. • Property held for investment (sectionlegislation that would extendCAUTION

!
• Pub. 463, Travel, Entertainment, Gift, 212 property).certain tax provisions related to and Car Expenses. • Property used mainly outside thedepreciation. For more details, and to find • Pub. 534, Depreciating Property Placed United States (except for propertyout if this legislation was enacted, see in Service Before 1987. described in section 168(g)(4)).Pub. 553, Highlights of 2007 Tax • Pub. 535, Business Expenses. • Property used mainly to furnish lodgingChanges. • Pub. 553, Highlights of 2007 Tax or in connection with the furnishing of
Changes. lodging (except as provided in section• Pub. 551, Basis of Assets. 50(b)(2)).• Pub. 946, How To Depreciate Property.General Instructions • Property used by a tax-exempt

organization (other than a section 521Definitions farmers’ cooperative) unless the propertyPurpose of Form is used mainly in a taxable unrelatedDepreciationUse Form 4562 to: trade or business.
Depreciation is the annual deduction that • Property used by a governmental unit• Claim your deduction for depreciation
allows you to recover the cost or other or foreign person or entity (except forand amortization,
basis of your business or investment property used under a lease with a term• Make the election under section 179 to property over a certain number of years. of less than 6 months).expense certain property, and Depreciation starts when you first use the • Air conditioning or heating units.• Provide information on the business/ property in your business or for the

investment use of automobiles and other production of income. It ends when you See the instructions for Part I and Pub.
listed property. either take the property out of service, 946.
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in the same trade or business, regardless return must specify the item of sectionAmortization
of whether that location is regular or 179 property to which the election appliesAmortization is similar to the straight line
temporary and regardless of distance. and the part of the cost of each such itemmethod of depreciation in that an annual

to be taken into account. The amendeddeduction is allowed to recover certain
return must also include any resultingAlternative Minimum Taxcosts over a fixed time period. You can
adjustments to taxable income.amortize such items as the costs of (AMT)

starting a business, goodwill, and certain Revocation. The election (or anyDepreciation may be an adjustment forother intangibles. See the instructions for specification made in the election) can bethe AMT. However, no adjustment appliesPart VI. revoked without obtaining IRS approvalin several instances. See Form 4626, by filing an amended return. TheAlternative Minimum Tax—Corporations;Listed Property amended return must be filed within theForm 6251, Alternative Minimum Tax—Listed property generally includes the time prescribed by law for the applicableIndividuals; Schedule I of Form 1041,following. tax year. The amended return mustU.S. Income Tax Return for Estates and• Passenger automobiles weighing 6,000 include any resulting adjustments toTrusts; and the related instructions.pounds or less. See Limits for passenger taxable income or to the tax liability (for
automobiles on page 9. example, allowable depreciation in thatRecordkeeping• Any other property used for tax year for the item of section 179
transportation if the nature of the property Except for Part V (relating to listed property which the revocation pertains).
lends itself to personal use, such as property), the IRS does not require you to For more information and examples, see
motorcycles, pick-up trucks, sport utility submit detailed information with your Regulations section 1.179-5.
vehicles, etc. return on the depreciation of assets Once made, the revocation is• Any property used for entertainment or placed in service in previous tax years. irrevocable.recreational purposes (such as However, the information needed to
photographic, phonographic, compute your depreciation deduction If you elect to expense section
communication, and video recording (basis, method, etc.) must be part of your 179 property, you must reduce the
equipment). permanent records. amount on which you figure yourCAUTION

!
• Cellular telephones (or other similar depreciation or amortization deductionYou may use the depreciationtelecommunications equipment). (including any special depreciationworksheet on page 15 to assist• Computers or peripheral equipment. allowance) by the section 179 expenseyou in maintaining depreciation

TIP

deduction.Exception. Listed property does not records. However, the worksheet is
include: designed only for federal income tax Line 11. Photographic, phonographic, purposes. You may need to keep Generally, the maximum section 179communication, or video equipment used additional records for accounting and deduction is $125,000.exclusively in a taxpayer’s trade or state income tax purposes.
business or at the taxpayer’s regular For an enterprise zone business or a
business establishment; renewal community business, the

2. Any computer or peripheral maximum deduction is increased by theSpecific Instructionsequipment used exclusively at a regular smaller of:
business establishment and owned or • $35,000 or
leased by the person operating the • The cost of section 179 property that isPart I. Election To Expense
establishment; or also qualified empowerment zoneCertain Property Under3. An ambulance, hearse, or vehicle property or qualified renewal property
used for transporting persons or property (including such property placed in serviceSection 179
for compensation or hire. by your spouse, even if you are filing aNote. An estate or trust cannot make

separate return).this election. For purposes of the exceptions above,
For qualified section 179 GO Zonea portion of the taxpayer’s home is You can elect to expense part or all of property, the maximum deduction istreated as a regular business the cost of section 179 property (defined increased by the smaller of:establishment only if that portion meets on page 1) that you placed in service • $100,000 orthe requirements for deducting expenses during the tax year and used • The cost of qualified section 179 GOattributable to the business use of a predominantly (more than 50%) in your Zone property placed in service duringhome. However, for any property listed in trade or business. the tax year (including such property(1) above, the regular business However, for taxpayers other than a placed in service by your spouse, even ifestablishment of an employee is his or corporation, this election does not apply you are filing a separate return).her employer’s regular business to any section 179 property youestablishment. If applicable, cross out the preprintedpurchased and leased to others unless:

entry on line 1 and enter in the right• You manufactured or produced theCommuting margin the larger amount. For moreproperty orGenerally, commuting is travel between information, including definitions of• The term of the lease is less than 50%your home and a work location. However, qualified empowerment zone propertyof the property’s class life and, for the firsttravel that meets any of the following and qualified renewal property, see Pub.12 months after the property isconditions is not commuting. 954, Tax Incentives for Distressedtransferred to the lessee, the deductions• You have at least one regular work Communities. For more information,related to the property allowed to you aslocation away from your home and the including definitions of qualified GO Zonetrade or business expenses (except rentstravel is to a temporary work location in property and qualified section 179 GOand reimbursed amounts) are more thanthe same trade or business, regardless of Zone property, see Pub. 946.15% of the rental income from thethe distance. Generally, a temporary work
property.location is one where your employment is For purposes of the increased

expected to last 1 year or less. See Pub. Election. You must make the election on section 179 expense deduction,
463 for details. Form 4562 filed with either: qualified section 179 GO ZoneCAUTION

!
• The travel is to a temporary work • The original return you file for the tax property that is located in an
location outside the metropolitan area year the property was placed in service empowerment zone (or a renewal
where you live and normally work. (whether or not you file your return on community) is treated as qualified
• Your home is your principal place of time) or empowerment zone property (or qualified
business for purposes of deducting • An amended return filed within the time renewable property) only if you elect not
expenses for business use of your home prescribed by law for the applicable tax to treat the property as qualified section
and the travel is to another work location year. The election made on an amended 179 GO Zone property.

-2-



Page 3 of 16 Instructions for Form 4562 11:50 - 26-OCT-2007

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

Recapture rule.  If any qualified elected. The sum of the percentages you and expense described in section 702(a)
empowerment zone property (or qualified and your spouse elect must equal 100%. from any trade or business the
renewal property) placed in service during partnership actively conducted (other thanDo not enter on line 5 more than your
the current year ceases to be used in an credits, tax-exempt income, the sectionshare of the total dollar limitation.
empowerment zone (or a renewal 179 expense deduction, and guaranteed

Line 6community) by an enterprise zone payments under section 707(c)).
business (or a renewal community Do not include any listed property on line S corporations. Enter the smaller of line
business) in a later year, the benefit of the 6. Enter the elected section 179 cost of 5 or the corporation’s total items of
increased section 179 expense deduction listed property in column (i) of line 26. income and expense described in section
must be reported as “other income” on 1366(a) from any trade or business theColumn (a) — Description of property.
your return. Similar rules apply to corporation actively conducted (other thanEnter a brief description of the property
qualified Liberty Zone property that credits, tax-exempt income, the sectionyou elect to expense (e.g., truck, office
ceases to be used in the Liberty Zone and 179 expense deduction, and thefurniture, etc.).
to qualified section 179 GO Zone property deduction for compensation paid to theColumn (b) — Cost (business usethat ceases to be used in the GO Zone. corporation’s shareholder-employees).only). Enter the cost of the property. If

Corporations other than SLine 2 you acquired the property through a
corporations. Enter the smaller of line 5trade-in, do not include any carryoverEnter the cost of all section 179 property
or the corporation’s taxable incomebasis of the property traded in. Includeplaced in service during the tax year. Also
before the section 179 expenseonly the excess of the cost of the propertyinclude the cost of the following.
deduction, net operating loss deduction,over the value of the property traded in.• Any listed property from Part V.
and special deductions (excluding items• Any property placed in service by your Column (c) — Elected cost. Enter the
not derived from a trade or businessspouse, even if you are filing a separate amount you elect to expense. You do not
actively conducted by the corporation).return. have to expense the entire cost of the

• 50% of the cost of section 179 property property. You can depreciate the amount Line 12
that is also qualified empowerment zone you do not expense. See the line 19 and The limitations on lines 5 and 11 apply toproperty or qualified renewal property. line 20 instructions. the taxpayer, and not to each separate

To report your share of a section 179 business or activity. Therefore, if youLine 3
expense deduction from a partnership or have more than one business or activity,The amount of section 179 property for an S corporation, write “from Schedule you may allocate your allowable sectionwhich you can make the election is limited K-1 (Form 1065)” or “from Schedule K-1 179 expense deduction among them.to the maximum dollar amount on line 1. (Form 1120S)” across columns (a) and To do so, write “Summary” at the topIn most cases, this amount is reduced if (b). of Part I of the separate Form 4562 youthe cost of all section 179 property placed

are completing for the total amounts fromin service during the year is more than Line 10
all businesses or activities. Do not$500,000. The carryover of disallowed deduction complete the rest of that form. On line 12However, if you placed qualified from 2006 is the amount of section 179 of the Form 4562 you prepare for eachsection 179 GO Zone property in service property, if any, you elected to expense in separate business or activity, enter theduring the tax year, the amount of previous years that was not allowed as a amount allocated to the business orproperty for which you can make the deduction because of the business activity from the “Summary.” No otherelection is reduced if the cost of all income limitation. If you filed Form 4562 entry is required in Part I of the separatesection 179 property placed in service for 2006, enter the amount from line 13 of Form 4562 prepared for each business orduring the year exceeds $500,000 your 2006 Form 4562. activity.increased by the smaller of: Line 11• $600,000 or Part II. SpecialThe total cost you can deduct is limited to• The cost of qualified section 179 GO

your taxable income from the activeZone property placed in service during Depreciation Allowance
conduct of a trade or business during thethe tax year. and Other Depreciationyear. You are considered to activelyIf applicable, cross out the preprinted conduct a trade or business only if youentry on line 3 and enter in the right Line 14meaningfully participate in itsmargin the higher amount. management or operations. A mere For qualified property (defined below)

For a partnership (other than an passive investor is not considered to placed in service during the tax year, you
electing large partnership) these actively conduct a trade or business. may be able to take an additional 50% (or
limitations apply to the partnership and 30%, if applicable) special depreciationNote. If you have to apply another Codeeach partner. For an electing large allowance. The special allowance appliessection that has a limitation based onpartnership, the limitations apply only to only for the first year the property istaxable income, see Pub. 946 for rules onthe partnership. For an S corporation, placed in service. The allowance is anhow to apply the business incomethese limitations apply to the S additional deduction you can take afterlimitation for the section 179 expensecorporation and each shareholder. For a any section 179 expense deduction anddeduction.controlled group, all component members before you figure regular depreciationIndividuals. Enter the smaller of line 5are treated as one taxpayer. under MACRS.or the total taxable income from any trade
Line 5 Qualified property. You can take theor business you actively conducted,

special allowance for qualified New YorkIf line 5 is zero, you cannot elect to computed without regard to any section
Liberty Zone (Liberty Zone) propertyexpense any section 179 property. In this 179 expense deduction, the deduction for
(other than qualified Liberty Zonecase, skip lines 6 through 11, enter zero one-half of self-employment taxes under
leasehold improvement property),on line 12, and enter the carryover of any section 164(f), or any net operating loss
qualified GO Zone property, and qualifieddisallowed deduction from 2006 on line deduction. Also include all wages,
cellulosic biomass ethanol plant property.13. salaries, tips, and other compensation

Qualified Liberty Zone property.you earned as an employee (from FormIf you are married filing separately, you
Qualified Liberty Zone property is1040, line 7). Do not reduce this amountand your spouse must allocate the dollar
nonresidential real property or residentialby unreimbursed employee businesslimitation for the tax year. To do so,
rental property.expenses. If you are married filing a jointmultiply the total limitation that you would

return, combine the total taxable incomesotherwise enter on line 5 by 50%, unless The following rules also apply.
for you and your spouse.you both elect a different allocation. If you • The 30% special depreciation

both elect a different allocation, multiply Partnerships. Enter the smaller of line 5 allowance applies to qualified Liberty
the total limitation by the percentage or the partnership’s total items of income Zone property.
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• You must have acquired qualified • The property must be placed in service acquired property is eligible for the
Liberty Zone property by purchase after for use in your trade or business or for the special depreciation allowance. See
September 10, 2001. If a binding contract production of income before January 1, Regulations section 1.168(k)-1(f)(5).
to acquire the property existed before 2013.

If you take the 30% or 50%September 11, 2001, the property does • For property you sold and leased back
special allowance, you mustnot qualify. or for self-constructed property special
reduce the amount on which youCAUTION

!
• Qualified Liberty Zone property must be rules apply. See section 168(l)(5).

figure your regular depreciation orplaced in service before January 1, 2010. See sections 1400L(b), 1400N(d), and amortization deduction by the amount• The original use of the property within 168(l). Also see Pub. 946. deducted. Also, you will not have anythe Liberty Zone must begin with you. Exceptions. Qualified property does AMT adjustment for the property if the• Substantially all (80% or more) of the not include: depreciable basis of the property for theuse of the property must be in the Liberty • Listed property used 50% or less in a AMT is the same as for the regular tax.Zone in the active conduct of your trade qualified business use (as defined in the Election out. You can elect, for anyor business. instructions for lines 26 and 27), class of property, to not deduct any• For property you sold and leased back • Any property required to be special allowance for all such property inor for self-constructed property special depreciated under the alternative such class placed in service during therules apply. See section 1400L(b)(2)(D). depreciation system (ADS) (that is, not tax year.Qualified GO Zone property. property for which you elected to use
To make an election, attach aQualified GO Zone property is: ADS),

statement to your timely filed return• Tangible property depreciated under • Qualified Liberty Zone leasehold
(including extensions) indicating the classMACRS with a recovery period of 20 improvement property,
of property for which you are making theyears or less, • Property placed in service and
election and that, for such class you are• Water utility property (see 25-year disposed of in the same tax year,
not to claim any special allowance.property on page 6), • Property converted from business or

• Computer software defined in and The election must be made separatelyincome-producing use to personal use in
depreciated under section 167(f)(1), by each person owning qualified propertythe same tax year it is acquired, or
• Qualified leasehold improvement (for example, by the partnership, by the S• Property for which you elected not to
property, corporation, or by the common parent of aclaim any special allowance.
• Nonresidential real property, or consolidated group).Qualified GO Zone property also does• Residential rental property. If you timely filed your return withoutnot include:

making an election, you can still make the• Any tax-exempt bond financed propertyThe following rules also apply.
election by filing an amended returnunder section 103,• The 50% special allowance applies to
within 6 months of the due date of the• Any qualified revitalization building forqualified GO Zone property.
return (excluding extensions). Write “Filedwhich you have elected to deduct• You must have acquired qualified GO
pursuant to section 301.9100-2” on theexpenditures under section 1400I, orZone property by purchase after August
amended return.• Any property described in section27, 2005. If a binding contract to acquire

1400N(p)(3).the property existed before August 28, Once made, the election cannot be
2005, the property does not qualify. In addition, qualified cellulosic biomass revoked without IRS consent.
• Qualified GO Zone property must be plant property does not include the Note. If you elect not to have any special
placed in service before January 1, 2008, following: allowance apply, the property may be
unless it is nonresidential real property or • Any tax-exempt bond financed property subject to an AMT adjustment for
residential rental property. under section 103. depreciation.• The original use of the property within • Any property for which a deduction was

Recapture. When you dispose ofthe GO Zone must begin with you. taken under section 179C for certain
property for which you claimed a special• Substantially all (80% or more) of the qualified refinery property.
depreciation allowance, any gain on theuse of the property must be in the GO
disposition is generally recapturedZone in the active conduct of your trade See Pub. 946 for additional information.
(included in income) as ordinary incomeor business. How to figure the allowance. Figure up to the amount of the special• For property you sold and leased back the special allowance by multiplying the depreciation allowance you deducted. Ifor for self-constructed property special depreciable basis of the property by 50% qualified GO Zone property ceases to berules apply. See section 1400N(d)(3). (or 30%, if applicable). qualified GO Zone property or if qualified

Qualified cellulosic biomass ethanol To figure the depreciable basis, cellulosic biomass plant property ceases
plant property. Qualified cellulosic subtract from the business/investment to be qualified cellulosic biomass plant
biomass ethanol plant property is property portion of the cost or other basis of the property in any year after the year you
used solely in the U.S. to produce property any credits and deductions claim the special depreciation allowance,
cellulosic biomass ethanol. Cellulosic allocable to the property. The following the excess benefit you received from
biomass ethanol is ethanol produced by are examples of some credits and claiming the special allowance must be
enzymatic hydrolysis of any deductions that reduce the depreciable recaptured as ordinary income. For more
lignocellulosic or hemicellulosic matter basis. information on depreciation recapture,
that is available on a renewable or • Section 179 expense deduction. see Pub. 946.
recurring basis. For example, • Deduction for removal of barriers to the Line 15lignocellulosic or hemicellulosic matter disabled and the elderly.
that is available on a renewable or Report on this line depreciation for• Disabled access credit.
recurring basis includes bagasse (from property that you elect to depreciate• Enhanced oil recovery credit.
sugar cane), corn stalks, and switchgrass. under the unit-of-production method or• Credit for employer-provided childcare

any other method not based on a term offacilities and services.The 50% special allowance applies to
years (other than the retirement-• Basis adjustment to investment creditqualified cellulosic biomass ethanol plant
replacement-betterment method).property under section 50(c).property. The property must also meet the

following requirements. Attach a separate sheet showing:
For additional credits and deductions that• The original use of the property must • A description of the property and the
affect the depreciable basis, see sectionbegin with you after December 20, 2006. depreciation method you elect that
1016. Also, see Pub. 946.• You must have acquired the property excludes the property from MACRS or the

by purchase after December 20, 2006. If Note. If you acquired qualified property Accelerated Cost Recovery System
a binding contract to acquire the property through a like-kind exchange or (ACRS); and
existed before December 21, 2006, the involuntary conversion, the carryover • The depreciable basis (cost or other
property does not qualify. basis and any excess basis of the basis reduced, if applicable, by salvage
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value, any section 179 expense 3. Property that is an amortizable same asset class (if any), depreciation
deduction, deduction for removal of section 197 intangible; or method, recovery period, and convention.
barriers to the disabled and the elderly, 4. Expenses that would not be However, an asset cannot be included in
disabled access credit, enhanced oil allowable as a deduction. a general asset account if the asset is
recovery credit, credit for • Intangible property, other than section used both for personal purposes and
employer-provided childcare facilities and 197 intangibles, including: business/investment purposes.
services, any special depreciation 1. Computer software. Use the When an asset in an account is
allowance, and any other applicable straight line method over 36 months. A disposed of, the amount realized
deduction or credit). longer period may apply to software generally must be recognized as ordinary

leased under a lease agreement entered income. The unadjusted depreciableFor additional credits and deductions
into after March 12, 2004, to a tax-exempt basis and depreciation reserve of thethat may affect the depreciable basis, see
organization, governmental unit, or general asset account are not affected assection 1016. Also, see section 50(c) to
foreign person or entity (other than a a result of a disposition.determine the basis adjustment for
partnership). See section 167(f)(1)(C).investment credit property. Special rules apply to passenger

automobiles, assets generating foreignIf you elect the section 179Line 16 source income, assets converted toexpense deduction or take the
Enter the total depreciation you are personal use, certain asset dispositions,special depreciation allowance forCAUTION

!
claiming for the following types of and like-kind exchanges or involuntaryqualified computer software, you must
property (except listed property and conversions of property in a general assetreduce the amount on which you figure
property subject to a section 168(f)(1) account. For more details, seeyour regular depreciation deduction by
election). Regulations section 1.168(i)-1.the amount deducted.• ACRS property (pre-1987 rules). See 2. Any right to receive tangible To make the election, check the boxPub. 534. property or services under a contract or on line 18. You must make the election on• Property placed in service before 1981. granted by a governmental unit (not your return filed no later than the due date• Certain public utility property which acquired as part of a business). (including extensions) for the tax year indoes not meet certain normalization 3. Any interest in a patent or copyright which the assets included in the generalrequirements. not acquired as part of a business. asset account were placed in service.• Certain property acquired from related 4. Residential mortgage servicing Once made, the election is irrevocablepersons. rights. Use the straight line method over and applies to the tax year for which the• Property acquired in certain 108 months. election is made and all later tax years.nonrecognition transactions. 5. Other intangible assets with a  For more information on depreciating• Certain sound recordings, movies, and limited useful life that cannot be estimated property in a general asset account, seevideotapes. with reasonable accuracy. Generally, use Pub. 946.• Property depreciated under the income the straight line method over 15 years.
forecast method. The use of the income See Regulations section 1.167(a)-3(b) for Section Bforecast method is limited to motion details and exceptions.

Property acquired in a like-kindpicture films, videotapes, sound
exchange or involuntary conversion.recordings, copyrights, books, and Prior years’ depreciation, plus Generally, you must depreciate thepatents. current year’s depreciation, can carryover basis of property you acquire inIf you use the income forecast method never exceed the depreciableCAUTION

!
a like-kind exchange or involuntaryfor any property placed in service after basis of the property. conversion during the current tax yearSeptember 13, 1995, you may owe
over the remaining recovery period of theinterest or be entitled to a refund for the Part III. MACRS property exchanged or involuntarily3rd and 10th tax years beginning after the
converted. Use the same depreciationDepreciationtax year the property was placed in
method and convention that was used forservice. For details, see Form 8866, The term “Modified Accelerated Cost the exchanged or involuntarily convertedInterest Computation Under the Recovery System” (MACRS) includes the property. Treat any excess basis as newlyLook-Back Method for Property General Depreciation System and the placed in service property. FigureDepreciated Under the Income Forecast Alternative Depreciation System. depreciation separately for the carryoverMethod. Generally, MACRS is used to depreciate basis and the excess basis, if any.any tangible property placed in serviceFor property placed in service in the

These rules apply only to acquiredafter 1986. However, MACRS does notcurrent tax year, you can either include
property with the same or a shorterapply to films, videotapes, and soundcertain participations and residuals in the
recovery period or the same or a morerecordings. For more details andadjusted basis of the property or deduct
accelerated depreciation method than theexceptions, see Pub. 946.these amounts when paid. See section
property exchanged or involuntarily167(g)(7). You cannot use this method to Section A converted. For additional rules, seedepreciate any amortizable section 197
Regulations section 1.168(i)-6(c) andintangible. See page 11 of the instructions
Pub. 946.Line 17for more details on section 197

intangibles. Election out. Instead of using theFor tangible property placed in service in
above rules, you can elect, fortax years beginning before 2007 andYou can elect to amortize all
depreciation purposes, to treat thedepreciated under MACRS, enter theapplicable expenses paid or incurred in
adjusted basis of the exchanged propertydeductions for the current year. To figurethe current year in creating or acquiring
as if it was disposed of at the time of thethe deductions, see the instructions formusical compositions or copyrights to
exchange or involuntary conversion.line 19, column (g).musical compositions placed in service
Generally, treat the carryover basis andduring the tax year. If you make the Line 18 excess basis, if any, for the acquiredelection, amortize the expenses ratably

To simplify the computation of MACRS property as if placed in service on theover a 5-year period beginning with the
depreciation, you can elect to group date you acquired it. The depreciablemonth the property is placed in service.
assets into one or more general asset basis of the new property is the adjustedSee section 167(g)(8). This election does
accounts. The assets in each general basis of the exchanged or involuntarilynot apply to the following:
asset account are depreciated as a single converted property plus any additional1. Expenses that are qualified creative
asset. amount paid for it. See Regulationsexpenses under section 263A(h);

section 1.168(i)-6(i).2. Property to which a simplified Each general asset account must
procedure established under section include only assets that were placed in To make the election, figure the
263A(j) applies; service during the same tax year with the depreciation deduction for the new
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property in Part III. For listed property, 2005. Also, no AMT adjustment is grading or tunnel bore under section
use Part V. Attach a statement indicating required. 168(e)(4).
“Election made under section 1.168-6(i)” • Any property that does not have a class There is no separate line to reportfor each property involved in the life and is not otherwise classified. 50-year property. Therefore, attach aexchange or involuntary conversion. The 10-year property includes: statement showing the same informationelection must be made separately by • Vessels, barges, tugs, and similar as required in columns (a) through (g).each person acquiring replacement water transportation equipment. Include the deduction in the line 22 “Total”property (for example, by the partnership, • Any single purpose agricultural or and write “See attachment” in the bottomby the S corporation, or by the common horticultural structure (see section margin of the form.parent of a consolidated group). The 168(i)(13)).
election must be made on your timely Determining the classification. If your• Any tree or vine bearing fruit or nuts.
filed return (including extensions). Once depreciable property is not listed above,

15-year property includes:made, the election cannot be revoked determine the classification as follows.• Any municipal wastewater treatmentwithout IRS consent. 1. Find the property’s class life. Seeplant. the Table of Class Lives and RecoveryIf you trade in a vehicle used for • Any telephone distribution plant and Periods in Pub. 946.employee business use, complete comparable equipment used for 2-way 2. Use the following table to find theForm 2106, Part II, Section D, exchange of voice and dataCAUTION
!

classification in column (b) thatinstead of Form 4562, to “elect out” of communications. corresponds to the class life of theRegulations section 1.168(i)-6. If you do • Any section 1250 property that is a property in column (a).not “elect out,” you must use Form 4562 retail motor fuels outlet (whether or not
instead of Form 2106. See the food or other convenience items are sold

(a) (b)Instructions for Form 2106. there).
Class life (in years) Classification• Any qualified leasehold improvementLines 19a Through 19i (See Pub. 946)property placed in service before January

4 or less . . . . . . . . . . . . . . 3-year propertyUse lines 19a through 19i only for assets 1, 2008.
More than 4 but less than 10 5-year propertyplaced in service during the tax year • Any qualified restaurant property

beginning in 2007 and depreciated under 10 or more but less than 16 7-year propertyplaced in service before January 1, 2008.
the General Depreciation System (GDS), 16 or more but less than 20 10-year property• Initial clearing and grading land
except for automobiles and other listed 20 or more but less than 25 15-year propertyimprovements for gas utility property.
property (which are reported in Part V). 25 or more . . . . . . . . . . . . 20-year property• Certain electric transmission property
Column (a) — Classification of specified in section 168(e)(3)(E)(vii)
property. Sort the property you acquired placed in service after April 11, 2005, the Column (b) — Month and year placed
and placed in service during the tax year original use of which begins with you after in service. For lines 19h and 19i, enter
beginning in 2007 according to its April 11, 2005, and is not under the month and year you placed the
classification (3-year property, 5-year self-construction or subject to a binding property in service. If you converted
property, etc.) as shown in column (a) of contract in existence before April 12, property held for personal use to use in a
lines 19a through 19i. The classifications 2005. trade or business or for the production of
for some property are shown below. For • Any natural gas distribution line placed income, treat the property as being
property not shown, see Determining the in service after April 11, 2005, the original placed in service on the conversion date.
classification below. use of which begins with you after April

Column (c) — Basis for depreciation11, 2005, and is not under3-year property includes: (business/investment use only). Toself-construction or subject to a binding• A race horse that is more than 2 years
find the basis for depreciation, multiplycontract in existence before April 12,old at the time it is placed in service.
the cost or other basis of the property by2005.• Any horse (other than a race horse)
the percentage of business/investmentthat is more than 12 years old at the time 20-year property includes: use. From that result, subtract any creditsit is placed in service. • Farm buildings (other than single and deductions allocable to the property.• Any qualified rent-to-own property (as purpose agricultural or horticultural The following are examples of somedefined in section 168(i)(14)). structures). credits and deductions that reduce the• Municipal sewers not classified as5-year property includes: basis for depreciation.25-year property.• Automobiles. • Section 179 expense deduction.• Initial clearing and grading land• Light general purpose trucks. • Deduction under section 179C forimprovements for electric utility• Typewriters, calculators, copiers, and certain qualified refinery property.transmission and distribution plants.duplicating equipment. • Deduction under section 179D for• Any semi-conductor manufacturing 25-year property is water utility certain energy efficient commercial

equipment. property, which is: building property.• Any computer or peripheral equipment. • Property that is an integral part of the • Deduction for removal of barriers to the• Any section 1245 property used in gathering, treatment, or commercial disabled and the elderly.
connection with research and distribution of water that, without regard to • Disabled access credit.
experimentation. this classification, would be 20-year • Enhanced oil recovery credit.• Certain energy property specified in property. • Credit for alternative fuel vehicle
section 168(e)(3)(B)(vi). • Municipal sewers. This classification refueling property.• Appliances, carpets, furniture, etc., does not apply to property placed in • Credit for employer-provided childcare
used in a rental real estate activity. service under a binding contract in effect facilities and services.

at all times since June 9, 1996. • Any special depreciation allowance7-year property includes:
included on line 14.• Office furniture and equipment. Residential rental property is a • Any basis adjustment for investment• Railroad track. building in which 80% or more of the total
credit property. See section 50(c).• Any motorsports entertainment rent is from dwelling units.

complex (as defined in section 168(i)(15)) For additional credits and deductionsNonresidential real property is anyplaced in service before January 1, 2008. that affect the depreciable basis, seereal property that is neither residential• Any natural gas gathering line (as section 1016 and Pub. 946.rental property nor property with a classdefined in section 168(i)(17)) placed in
life of less than 27.5 years.service after April 11, 2005, the original Column (d) — Recovery period.

use of which begins with you after April 50-year property includes any Determine the recovery period from the
11, 2005, and is not under improvements necessary to construct or following table, unless you acquired
self-construction or subject to a binding improve a roadbed or right-of-way for qualified Indian reservation property
contract in existence before April 12, railroad track that qualifies as a railroad placed in service before January 1, 2008.
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See Pub. 946 for more information on the during any month as placed in service (or divide 2.00 by 5 for a rate of 40%. You
recovery period for MACRS property. disposed of) on the midpoint of that must switch to the straight line rate in the

month. Enter “MM” in column (e). first year that the straight line rate
exceeds the declining balance rate.Recovery Period for Most Property Column (f) — Method.  Applicable • If you are using the straight linedepreciation methods are prescribed for
method, divide 1.00 by the remainingRecovery each classification of property as follows.
number of years in the recovery period asClassification period However, you can make an irrevocable
of the beginning of the tax year (but not3-year property . . . . . . . . . . . . 3 yrs. election to use the straight line method for
less than one). For example, if there are5-year property . . . . . . . . . . . . 5 yrs. all property within a classification that is
61/2 years remaining in the recovery7-year property . . . . . . . . . . . . 7 yrs. placed in service during the tax year.
period as of the beginning of the year,10-year property . . . . . . . . . . . 10 yrs. Enter “200 DB” for 200% declining
divide 1.00 by 6.5 for a rate of 15.38%.15-year property . . . . . . . . . . . 15 yrs. balance, “150 DB” for 150% declining

20-year property . . . . . . . . . . . 20 yrs. balance, or “S/L” for straight line. Step 2. Multiply the percentage rate
25-year property . . . . . . . . . . . 25 yrs. • 3-, 5-, 7-, and 10-year property. determined in Step 1 by the property’s
Residential rental property . . . . . 27.5 yrs. Generally, the applicable method is the unrecovered basis (basis for depreciation
Nonresidential real property . . . .  39 yrs. 200% declining balance method, (as defined in column (c)) reduced by all
Railroad gradings and tunnel switching to the straight line method in the prior years’ depreciation).
bores . . . . . . . . . . . . . . . . . . . 50 yrs. first tax year that the straight line rate

Step 3. For property placed in serviceexceeds the declining balance rate.
or disposed of during the current tax year,

Note. The straight line method is theColumn (e) — Convention. The multiply the result from Step 2 by the
only applicable method for trees andapplicable convention determines the applicable decimal amount from the
vines bearing fruit or nuts.portion of the tax year for which tables below (based on the convention

depreciation is allowable during a year For 3-, 5-, 7-, or 10-year property shown in column (e)).
property is either placed in service or eligible for the 200% declining balance
disposed of. There are three types of Half-year (HY) convention . . . . . . . . . . 0.5method, you can make an irrevocable
conventions. To select the correct election to use the 150% declining Mid-quarter (MQ) conventionconvention, you must know the type of balance method, switching to the straight
property and when you placed the Placed in serviceline method in the first tax year that the
property in service. (or disposed of) Placed Disposedstraight line rate exceeds the declining

during the: in service ofbalance rate. The election applies to allHalf-year convention. This
1st quarter . . . . . . . 0.875 0.125property within the classification for whichconvention applies to all property reported
2nd quarter . . . . . . . 0.625 0.375it is made and that was placed in serviceon lines 19a through 19g, unless the
3rd quarter . . . . . . . 0.375 0.625during the tax year. You will not have anmid-quarter convention applies. It does
4th quarter . . . . . . . 0.125 0.875AMT adjustment for any property includednot apply to residential rental property,

under this election.nonresidential real property, and railroad
• 15- and 20-year property (notgradings and tunnel bores. It treats all Mid-month (MM) conventionincluding qualified leaseholdproperty placed in service (or disposed of) Placed in serviceimprovement or qualified restaurantduring any tax year as placed in service (or disposed of) Placed Disposedproperty) and property used in a(or disposed of) on the midpoint of that during the: in service of
farming business. The applicabletax year. Enter “HY” in column (e). 1st month . . . . . . . 0.9583 0.0417
method is the 150% declining balance 2nd month . . . . . . 0.8750 0.1250Mid-quarter convention. If the total method, switching to the straight line 3rd month . . . . . . . 0.7917 0.2083depreciable bases (before any special method in the first tax year that the 4th month . . . . . . . 0.7083 0.2917depreciation allowance) of MACRS straight line rate exceeds the decliningproperty placed in service during the last 5th month . . . . . . . 0.6250 0.3750balance rate.3 months of your tax year exceed 40% of 6th month . . . . . . . 0.5417 0.4583• Water utility property, residentialthe total depreciable bases of MACRS 7th month . . . . . . . 0.4583 0.5417rental property, nonresidential realproperty placed in service during the 8th month . . . . . . . 0.3750 0.6250property, qualified leaseholdentire tax year, the mid-quarter, instead of 9th month . . . . . . . 0.2917 0.7083improvement property, qualifiedthe half-year, convention generally 10th month . . . . . . 0.2083 0.7917restaurant property, or any railroadapplies. 11th month . . . . . . 0.1250 0.8750grading or tunnel bore. The only

12th month . . . . . . 0.0417 0.9583In determining whether the mid-quarter applicable method is the straight line
convention applies, do not take into method.
account the following. Short tax years. See Pub. 946 forColumn (g) — Depreciation deduction.• Property that is being depreciated rules on how to compute the depreciationTo figure the depreciation deduction, youunder a method other than MACRS. deduction for property placed in service inmay use optional Tables A through E,• Any residential rental property, a short tax year.which begin on page 13. Multiply columnnonresidential real property, or railroad (c) by the applicable rate from thegradings and tunnel bores. Section Cappropriate table. See Pub. 946 for• Property that is placed in service and complete tables. If you disposed of thedisposed of within the same tax year. property during the current tax year, Lines 20a Through 20c

The mid-quarter convention treats all multiply the result by the applicable Complete lines 20a through 20c for
property placed in service (or disposed of) decimal amount from the tables in Step 3 assets, other than automobiles and other
during any quarter as placed in service below. Or, you may compute the listed property, placed in service only
(or disposed of) on the midpoint of that deduction yourself by completing the during the tax year beginning in 2007 and
quarter. However, no depreciation is following steps. depreciated under the Alternative
allowed under this convention for property Depreciation System (ADS). Report onStep 1. Determine the depreciation
that is placed in service and disposed of line 17 MACRS depreciation on assetsrate as follows.
within the same tax year. Enter “MQ” in placed in service in prior years.• If you are using the 200% or 150%
column (e). declining balance method in column (f), Under ADS, use the applicableMid-month convention. This divide the declining balance rate (use depreciation method, the applicableconvention applies only to residential 2.00 for 200 DB or 1.50 for 150 DB) by recovery period, and the applicablerental property (line 19h), nonresidential the number of years in the recovery convention to compute depreciation.real property (line 19i), and railroad period in column (d). For example, for
gradings and tunnel bores. It treats all property depreciated using the 200 DB The following types of property must
property placed in service (or disposed of) method over a recovery period of 5 years, be depreciated under ADS.
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• Tangible property used predominantly generally recaptured (included in income) depreciation deduction. See the
outside the United States. as ordinary income up to the amount of instructions for line 26, column (i).
• Tax-exempt use property. the depreciation previously allowed or Listed property used 50% or less in a• Tax-exempt bond financed property. allowable for the property. Depreciation, qualified business use (as defined in the• Imported property covered by an for this purpose, includes any of the instructions for lines 26 and 27 below)
executive order of the President of the following deductions taken during the does not qualify for the section 179
United States. 2007 tax year. expense deduction or special• Property used predominantly in a • Any section 179 expense deduction depreciation allowance.
farming business and placed in service claimed on the property,

Line 25during any tax year in which you made an • Any special depreciation allowance
election under section 263A(d)(3) not to available for the property (unless you If you placed in service qualified GO Zone
have the uniform capitalization rules of elected not to claim it), property during the tax year, you may be
section 263A apply. • Any deduction under section 179B for able to deduct an additional special

capital costs incurred in complying with depreciation allowance. See theInstead of depreciating property under
Environmental Protection Agency sulfur instructions for line 14 for the definition ofGDS (line 19), you can make an
regulations, qualified property and how to figure theirrevocable election with respect to any • Any deduction under section 179C for deduction. This special depreciationclassification of property for any tax year
certain qualified refinery property, and allowance is included in the overall limitto use ADS. For residential rental and • Any deduction under section 179D for on depreciation and section 179 expensenonresidential real property, you can
certain energy efficient commercial deduction for passenger automobiles.make this election separately for each
building property. Enter on line 25 your total specialproperty.

depreciation allowance for all qualifiedColumn (a) — Classification of There is no recapture for residential listed property.property. Use the following rules to rental and nonresidential real property,
determine the classification of the unless that property is qualified property Lines 26 and 27
property under ADS. for which you claimed a special Use line 26 to figure depreciation for

depreciation allowance (discussedUnder ADS, the depreciation property used more than 50% in a
earlier). For more information ondeduction for most property is based on qualified business use. Use line 27 to
depreciation recapture, see Pub. 946.the property’s class life. See section figure the depreciation for property used

168(g)(3) for special rules for determining 50% or less in a qualified business use.
the class life for certain property. See Part IV. Summary Also see Limits for passenger
Pub. 946 for information on recovery automobiles on page 9.
periods for ADS and the Table of Class Line 22

If you acquired the propertyLives and Recovery Periods. A partnership (other than an electing through a trade-in, special rulesUse line 20a for all property large partnership) or S corporation does apply for determining the basis,CAUTION
!

depreciated under ADS, except property not include any section 179 expense recovery period, depreciation method,that does not have a class life, residential deduction (line 12) on this line. Instead, and convention. For more details, seerental and nonresidential real property, any section 179 expense deduction is Property acquired in a like-kind exchangewater utility property, and railroad passed through separately to the partners or involuntary conversion on page 5. Also,gradings and tunnel bores. Use line 20b and shareholders on the appropriate line see Regulations section 1.168(i)-6(d)(3).for property that does not have a class of their Schedules K-1.
Qualified business use. To determinelife. Use line 20c for residential rental and
whether to use line 26 or line 27 to reportLine 23nonresidential real property.
your listed property, you must firstIf you are subject to the uniformWater utility property and railroad determine the percentage of qualifiedcapitalization rules of section 263A, entergradings and tunnel bores. These business use for each property.the increase in basis from costs you mustassets are 50-year property under ADS. Generally, a qualified business use is anycapitalize. For a detailed discussion ofThere is no separate line to report use in your trade or business. However, itwho is subject to these rules, which costs50-year property. Therefore, attach a does not include any of the following.must be capitalized, and allocation ofstatement showing the same information • Investment use.costs among activities, see Regulationsrequired in columns (a) through (g). • Leasing the property to a 5% owner orsection 1.263A-1.Include the deduction in the line 22 “Total” related person.and write “See attachment” in the bottom • The use of the property asmargin of the form. Part V. Listed Property compensation for services performed by a

Column (b) — Month and year placed If you claim the standard mileage rate, 5% owner or related person.
in service. For 40-year property, enter actual vehicle expenses (including • The use of the property as
the month and year placed in service or depreciation), or depreciation on other compensation for services performed by
converted to use in a trade or business or listed property, you must provide the any person (who is not a 5% owner or
for the production of income. information requested in Part V, related person), unless an amount is
Column (c) — Basis for depreciation regardless of the tax year the property included in that person’s income for the
(business/investment use only). See was placed in service. However, if you file use of the property and, if required,
the instructions for line 19, column (c). Form 2106, 2106-EZ, or Schedule C-EZ income tax was withheld on that amount.

(Form 1040), report this information onColumn (d) — Recovery period. On Determine your percentage of qualified
that form and not in Part V. Also, if youline 20a, enter the property’s class life. business use similar to the method used
file Schedule C (Form 1040) and are to figure the business/investment useColumn (e) — Convention. Under
claiming the standard mileage rate or percentage in column (c). YourADS, the applicable conventions are the
actual vehicle expenses (except percentage of qualified business use maysame as those used under GDS. See the
depreciation), and you are not required to be smaller than the business/investmentinstructions for line 19, column (e).
file Form 4562 for any other reason, use percentage.Column (g) — Depreciation deduction. report vehicle information in Part IV of

For more information, including theFigure the depreciation deduction in the Schedule C and not on Form 4562.
definition of a 5% owner and relatedsame manner as under GDS, except use
person and exceptions, see Pub. 946.the straight line method over the ADS Section A

recovery period and use the applicable Listed property recapture. If you used
convention. The section 179 expense listed property more than 50% in a
MACRS recapture. If you later dispose deduction should be computed qualified business use in the year you
of property you depreciated using before calculating any special placed the property in service, and used itCAUTION

!
MACRS, any gain on the disposition is depreciation allowance and/or regular 50% or less in a later year, you may have
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to include part of the depreciation claimed for property placed in service For property placed in service before
deducted as income. Use Form 4797, before January 1, 2007, or by any 1987 that was disposed of during the
Sales of Business Property, to figure the alternative motor vehicle credit allowed. year, enter zero.
recapture amount. If you converted the property from Limits for passenger automobiles.
Column (a) — Type of property. List personal use to business/investment use, The depreciation deduction, including
on a property-by-property basis all your your basis for depreciation is the smaller section 179 expense deduction, for
listed property in the following order. of the property’s adjusted basis or its fair passenger automobiles is limited. For any

market value on the date of conversion.1. Automobiles and other vehicles. passenger automobile (including an
2. Other listed property (computers electric passenger automobile) you list onColumn (e) — Basis for depreciation

and peripheral equipment, etc.). line 26 or line 27, the total of columns (h)(business/investment use only).
and (i) on line 26 or 27 and column (h) onMultiply column (d) by the percentage inIn column (a), list the make and model line 25 for that automobile cannot exceedcolumn (c). From that result, subtract anyof automobiles, and give a general the applicable limit shown in Table 1, 2, 3,section 179 expense deduction, anydescription of other listed property. or 4. If the business/investment usespecial depreciation allowance, any credit

If you have more than five vehicles percentage in column (c) for thefor employer-provided childcare facilities
used 100% for business/investment automobile is less than 100%, you mustand services, and half of any investment
purposes, you may group them by tax reduce the applicable limit to an amountcredit taken before 1986 (unless you took
year. Otherwise, list each vehicle equal to the limit multiplied by thatthe reduced credit). For automobiles and
separately. percentage. For example, for another listed property placed in service

automobile (other than a truck or van)after 1985 (i.e., transition property),Column (b) — Date placed in service.
placed in service in 2007 that is usedreduce the depreciable basis by the entireEnter the date the property was placed in
60% for business/investment, the limit isinvestment credit.service. If property held for personal use
$1,776 ($2,960 x 60%).is converted to business/investment use, Column (f) — Recovery period. Enter

treat the property as placed in service on the recovery period. For property placed Definitions.  For purposes of the
the date of conversion. in service after 1986 and used more than limits for passenger automobiles, the

50% in a qualified business use, use theColumn (c) — Business/investment following apply.
table in the instructions for line 19,use percentage. Enter the percentage • Passenger automobiles are 4-wheeled
column (d). For property placed in serviceof business/investment use. For vehicles manufactured primarily for use
after 1986 and used 50% or less in aautomobiles and other vehicles, on public roads that are rated at 6,000
qualified business use, depreciate thedetermine this percentage by dividing the pounds unloaded gross vehicle weight or
property using the straight line methodnumber of miles the vehicle is driven for less (for a truck or van, gross vehicle
over its ADS recovery period. The ADStrade or business purposes or for the weight is substituted for unloaded gross
recovery period is 5 years for automobilesproduction of income during the year (not vehicle weight).
and computers.to include any commuting mileage) by the • Electric passenger automobiles are

total number of miles the vehicle is driven vehicles produced by an originalColumn (g) — Method/convention.
for all purposes. Treat vehicles used by equipment manufacturer and designed toEnter the method and convention used to
employees as being used 100% for run primarily on electricity, placed infigure your depreciation deduction. See
business/investment purposes if the value service after August 5, 1997, and beforethe instructions for line 19, columns (e)
of personal use is included in the January 1, 2007.and (f). Write “200 DB,” “150 DB,” or “S/
employees’ gross income, or the L,” for the depreciation method, and “HY,” Exception. The following vehicles areemployees reimburse the employer for “MM,” or “MQ,” for half-year, mid-month,

not considered passenger automobiles.the personal use. or mid-quarter conventions, respectively. • An ambulance, hearse, or combinationEmployers who report the amount of For property placed in service before
ambulance-hearse used in your trade orpersonal use of the vehicle in the 1987, write “PRE” if you used the
business.employee’s gross income, and withhold prescribed percentages under ACRS. If • A vehicle used in your trade orthe appropriate taxes, should enter you elected an alternate percentage,
business of transporting persons or“100%” for the percentage of business/ enter “S/L.”
property for compensation or hire.investment use. For more information, Column (h) — Depreciation deduction. • Any truck or van placed in service aftersee Pub. 463. See Limits for passenger automobiles, July 6, 2003, that is a qualifiedFor other listed property (such as below, before entering an amount in nonpersonal use vehicle. A truck or van iscomputers or video equipment), allocate column (h). a qualified nonpersonal use vehicle only ifthe use based on the most appropriate For property used more than 50% in a it has been specially modified with theunit of time the property is actually used qualified business use (line 26) and result that it is not likely to be used more(rather than merely being available for placed in service after 1986, figure than a de minimis amount for personaluse). column (h) by following the instructions purposes. For example, a van that has

If during the tax year you convert for line 19, column (g). If placed in service only a front bench for seating, in which
property used solely for personal before 1987, multiply column (e) by the permanent shelving has been installed,
purposes to business/investment use (or applicable percentage given in Pub. 534 that constantly carries merchandise or
vice versa), figure the percentage of for ACRS property. If the recovery period equipment, and that has been specially
business/investment use only for the for an automobile ended before your tax painted with advertising or the company’s
number of months you use the property in year beginning in 2007, enter your name, is a vehicle not likely to be used
your business or for the production of unrecovered basis, if any, in column (h). more than a de minimis amount for
income. Multiply that percentage by the personal purposes.For property used 50% or less in anumber of months you use the property in qualified business use (line 27) and Exception for leasehold property.your business or for the production of placed in service after 1986, figure The business use requirement and theincome, and divide the result by 12. column (h) by dividing the amount in limits for passenger automobilesColumn (d) — Cost or other basis. column (e) by the amount in column (f). generally do not apply to passengerEnter the property’s actual cost (including Use the same conventions as discussed automobiles leased or held by anyonesales tax) or other basis (unadjusted for in the instructions for line 19, column (e). regularly engaged in the business ofprior years’ depreciation). If you traded in The amount in column (h) cannot exceed leasing passenger automobiles.old property, see Property acquired in a the property’s unrecovered basis. If the
like-kind exchange or involuntary For a detailed discussion onrecovery period for an automobile ended
conversion on page 5. passenger automobiles, including leasedbefore your tax year beginning in 2007,

automobiles, see Pub. 463.For a vehicle, reduce your basis by enter your unrecovered basis, if any, in
any qualified electric vehicle credit you column (h).
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deduction. Use Form 4797 to figure theTable 1—Limits for Passenger Table 4—Limits for Electric Passenger
recapture amount.Automobiles Placed in Service Before Automobiles Placed in Service After

2004  (excluding electric passenger August 5, 1997 and before January 1, Section Bautomobiles placed in service after 2007
Except as noted below, you mustAugust 5, 1997)

AND the complete lines 30 through 36 for each
number of THEN theTHEN the vehicle identified in Section A. Employees

tax years in limit on yourlimit on your must provide their employers with the
IF you placed which this depreciationIF you placed your depreciation information requested on lines 30 throughyour electric automobile and sectionautomobile in service: and section 179 36 for each automobile or vehicleautomobile in has been in 179 expenseexpense

service: service is: deduction is: provided for their use.deduction is:

Exception. Employers are not requiredAug. 6, 1997 —June 19 — Dec. 31, 1984 $6,000 4 or more $5,425Dec. 31, 1998 to complete lines 30 through 36 for
Jan. 1 — Apr. 2, 1985 $6,200 vehicles used by employees who are notJan. 1, 1999 — 4 or more  $5,325 more than 5% owners or related personsDec. 31, 2002Apr. 3, 1985 — Dec. 31, 1986 $4,800

and for which the question on line 37, 38,
Jan. 1 —  Dec. 31,Jan. 1, 1987 — Dec. 31, 1990 $1,475 39, 40, or 41 is answered “Yes.”4 or more $5,2252003

Jan. 1, 1991 — Dec. 31, 1992 $1,575 Section CJan. 1 —  Dec. 31, 4 or more $5,125Jan. 1, 1993 — Dec. 31, 1994 $1,675 2004 Employers providing vehicles to their
employees satisfy the employer’sJan. 1, 1995 — Dec. 31, 2003 $1,775 3 $8,450Jan. 1 —  Dec. 31, substantiation requirements under section

2005 4 $5,125 274(d) by maintaining a written policy
Table 2—Limits for Passenger statement that:2 $14,400Jan. 1 —  Dec. 31, • Prohibits personal use includingAutomobiles Placed in Service After

2006 3 $8,650 commuting or2003 (excluding trucks and vans placed in
• Prohibits personal use except forservice after 2002 and electric passenger
commuting.automobiles placed in service before Note. The limit for automobiles

January 1, 2007)  An employee does not need to keep a(including trucks and vans) placed in
separate set of records for any vehicleservice after December 31, 2007, will beAND the THEN the that satisfies these written policypublished in the Internal Revenuenumber of limit on your statement rules.Bulletin. These amounts were notIF you placed tax years in depreciationyour automobile which this available at the time these instructions For both written policy statements,and sectionin service: automobile were printed.179 expense there must be evidence that would enablehas been in deduction is: the IRS to determine whether use of theservice is: Column (i) — Elected section 179 cost. vehicle meets the conditions statedEnter the amount you elect to expenseJan. 1 —  Dec. 31, 4 or more $1,675 below.2004 for section 179 property used more than

50% in a qualified business use (subject Line 373 $2,850Jan. 1 —  Dec. 31, to the limits for passenger automobiles). A policy statement that prohibits personal2005 4 $1,675 Refer to the instructions for Part I to use (including commuting) must meet all
determine if the property qualifies under2 $4,800 of the following conditions.Jan. 1 —  Dec. 31, section 179. • The employer owns or leases the2006 3 $2,850

vehicle and provides it to one or moreYou cannot elect to expense more
1 $3,060 employees for use in the employer’s tradeJan. 1 —  Dec. 31, than $25,000 of the cost of any sport

or business.2007 utility vehicle (SUV) and certain other2 $4,900 • When the vehicle is not used in thevehicles placed in service during the tax
employer’s trade or business, it is kept onyear. This rule applies to any 4-wheeled
the employer’s business premises, unlessTable 3—Limits for Trucks and Vans vehicle primarily designed or used to
it is temporarily located elsewhere (e.g.,Placed in Service After 2002 carry passengers over public streets,
for maintenance or because of aroads, or highways, that is rated at more

AND the mechanical failure).THEN the than 6,000 pounds gross vehicle weightnumber of • No employee using the vehicle lives atlimit on your and not more than 14,000 pounds grossIF you placed tax years in depreciation the employer’s business premises.vehicle weight. However, the $25,000your truck or van which this and section • No employee may use the vehicle forin service: truck or van limit does not apply to any vehicle:179 expensehas been in personal purposes, other than de minimis• Designed to seat more than ninededuction is:service is: personal use (e.g., a stop for lunchpersons behind the driver’s seat,
between two business deliveries).Jan. 1 —  Dec. 31, • Equipped with a cargo area (either4 or more $1,975 • Except for de minimis use, the2003 open or enclosed by a cap) of at least six
employer reasonably believes that nofeet in interior length that is not readilyJan. 1 —  Dec. 31, 4 or more $1,875 employee uses the vehicle for anyaccessible directly from the passenger2004
personal purpose.compartment, or

3 $3,150Jan. 1 —  Dec. 31, • That has an integral enclosure fully Line 382005 enclosing the driver compartment and4 $1,875
A policy statement that prohibits personalload carrying device, does not have

2 $5,200 use (except for commuting) is notJan. 1 —  Dec. 31, seating rearward of the driver’s seat, and
available if the commuting employee is an2006 3 $3,150 has no body section protruding more than
officer, director, or 1% or more owner.30 inches ahead of the leading edge of1 $3,260 This policy must meet all of the followingJan. 1 —  Dec. 31, the windshield.

2007 conditions.2 $5,200
Recapture of section 179 expense • The employer owns or leases the
deduction. If you used listed property vehicle and provides it to one or more
more than 50% in a qualified business employees for use in the employer’s trade
use in the year you placed the property in or business, and it is used in the
service and used it 50% or less in a later employer’s trade or business.
year, you may have to recapture in the • For bona fide noncompensatory
later year part of the section 179 expense business reasons, the employer requires

-10-
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Pollution control facilities (sectionthe employee to commute to and/or from completing Part IV of the form. See the
169). You can elect to amortize the costwork in the vehicle. instructions for Form T for more
of a certified pollution control facility over• The employer establishes a written information.
a 60-month period (84 months for certainpolicy under which the employee may not See Pub. 535 for more information on
atmospheric pollution control facilitiesuse the vehicle for personal purposes, amortizing reforestation costs.
placed in service after April 11, 2005).other than commuting or de minimis Partnerships and S corporations, also see
See section 169 and the relatedpersonal use (e.g., a stop for a personal the instructions for line 44.
regulations for details and informationerrand between a business delivery and Qualified revitalization expendituresrequired in making the election. See Pub.the employee’s home). (section 1400l). These amounts are535 for more information.• Except for de minimis use, the certain capital expenditures that relate toemployer reasonably believes that the You can deduct a special a qualified revitalization building locatedemployee does not use the vehicle for depreciation allowance on a in an area designated as a renewalany personal purpose other than certified pollution control facility community. The amount of qualifiedCAUTION

!
commuting. that is qualified property. However, you revitalization expenditures cannot exceed• The employer accounts for the must reduce the amount on which you the commercial revitalization expenditurecommuting use by including an figure your amortization deduction by any amount allocated to the qualifiedappropriate amount in the employee’s special allowance allowed or allowable, revitalization building by the commercialgross income. whichever is greater. revitalization agency for the state in which

the building is located.Line 40 Also, a corporation must reduce its
amortizable basis of a pollution control You can elect to either: (a) deductAn employer that provides more than five
facility by 20% before figuring the one-half of the expenditures for the yearvehicles to its employees who are not 5%
amortization deduction. the building is placed in service; or (b)owners or related persons need not

amortize all such expenditures ratablycomplete Section B for such vehicles. Certain bond premiums (section
over the 120-month period beginning withInstead, the employer must obtain the 171). For individuals reporting
the month the building is placed ininformation from its employees and retain amortization of bond premium for bonds
service. Report any amortization on linethe information received. acquired before October 23, 1986, do not
42. Report any deductions on thereport the deduction here. See the

Line 41 applicable “Other Deductions” or “Otherinstructions for Schedule A (Form 1040),
Expenses” line of your return. ThisAn automobile meets the requirements for line 28.
deduction is treated as depreciation forqualified demonstration use if the For taxpayers (other than purposes of basis adjustments andemployer maintains a written policy corporations) claiming a deduction for ordinary income recapture uponstatement that: amortization of bond premium for bonds disposition.• Prohibits its use by individuals other acquired after October 22, 1986, but

than full-time automobile salespersons, Optional write-off of certain taxbefore January 1, 1988, the deduction is• Prohibits its use for personal vacation preferences over the period specifiedtreated as interest expense and is subject
trips, in section 59(e). You can elect toto the investment interest limitations. Use• Prohibits storage of personal amortize certain tax preference itemsForm 4952, Investment Interest Expense
possessions in the automobile, and over an optional period. If you make thisDeduction, to compute the allowable• Limits the total mileage outside the election, there is no AMT adjustment fordeduction.
salesperson’s normal working hours. these expenditures. The applicableFor taxable bonds acquired after 1987, expenditures and the optional recoveryyou can elect to amortize the bond periods are as follows:Part VI. Amortization premium over the life of the bond. See • Circulation expenditures (section 173)Each year you can deduct part of certain section 171 and Regulations section — 3 years,capital costs over a fixed period. 1.171-4 for more information. Individuals, • Intangible drilling and developmentalso see Pub. 550, Investment Income costs (section 263(c)) — 60 months, andIf you amortize property, the part and Expenses. • Research and experimentalyou amortize does not qualify for

Research and experimental expenditures (section 174(a)), miningthe section 179 expenseCAUTION
!

expenditures (section 174). You can exploration and development costsdeduction or for depreciation.
elect to either amortize your research and (sections 616(a) and 617(a)) — 10 years.

Attach any information the Code and experimental costs, deduct them as For information on making the election,regulations may require to make a valid current business expenses, or write them see Regulations section 1.59-1. Also seeelection. See the applicable Code section, off over a 10-year period. If you elect to Pub. 535.regulations, and Pub. 535 for more amortize these costs, deduct them in
Certain section 197 intangibles.information. equal amounts over 60 months or more.

The following costs must be amortizedFor more information, see Pub. 535.Line 42 over 15 years (180 months) starting withThe cost of acquiring a lease the later of (a) the month the intangiblesComplete line 42 only for those costs you (section 178). Amortize these costs over were acquired or (b) the month the tradeamortize for which the amortization period the term of the lease. For more or business or activity engaged in for thebegins during your tax year beginning in information, see Pub. 535. production of income begins:2007.
Qualified forestation and • Goodwill;Column (a) — Description of costs. reforestation costs (section 194). You • Going concern value;Describe the costs you are amortizing. can elect to deduct a limited amount of • Workforce in place;You can amortize the following. qualifying reforestation costs paid or • Business books and records, operating

incurred during the tax year for eachGeological and geophysical systems, or any other information base;
qualified timber property. You can elect toexpenditures (section 167(h)). You • A patent, copyright, formula, process,
amortize the qualifying costs that are notmust amortize geological and geophysical design, pattern, know-how, format, or
deducted currently over an 84-monthexpenses paid or incurred in connection similar item;
period. There is no limit on the amount ofwith the exploration or development of oil • A customer-based intangible (e.g.,
your amortization deduction forand gas within the U.S. ratably over a composition of market or market share);
reforestation costs paid or incurred during24-month period (a 5-year period in the • A supplier-based intangible;
the tax year.case of a major integrated oil company for • A license, permit, or other right granted

costs paid or incurred after May 17, 2006) If you are otherwise required to file by a governmental unit;
beginning on the mid-point of the tax year Form T (Timber), Forest Activities • A covenant not to compete entered into
in which the expenses were paid or Schedule, you can make the election to in connection with the acquisition of a
incurred. See section 167(h). amortize qualifying reforestation costs by business; and

-11-
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• A franchise, trademark, or trade name making the election, you can still make reforestation amortization, on the
(including renewals). the election on an amended return filed applicable “Other Deductions” or “Other

within 6 months of the due date, Expenses” line of your return. For moreA longer period may apply to section
excluding extensions, of that return. Write details, including limitations that apply,197 intangibles leased under a lease
“Filed pursuant to section 301.9100-2” on see Pub. 535. Partnerships (other thanagreement entered into after March 12,
the amended return. electing large partnerships) and S2004, to a tax-exempt organization,

corporations, report the amortizable basisgovernmental unit, or foreign person or Creative property costs. These are
of any forestation or reforestationentity (other than a partnership). See costs paid or incurred to acquire and
expenses for which amortization issection 197(f)(10). develop screenplays, scripts, story
elected and the year in which theoutlines, motion picture production rightsA section 197 intangible is treated amortization begins as a separatelyto books and plays, and other similaras depreciable property used in stated item on Schedules K and K-1properties for purposes of potential futureyour trade or business. When youCAUTION

!
(Form 1065 or 1120S). See thefilm development, production, anddispose of a section 197 intangible, any instructions for Schedule K (Form 1065 orexploitation. You may be able to amortizegain on the disposition, up to the amount 1120S) for more details on how to report.creative property costs for properties notof allowable amortization, is recaptured set for production within 3 years of theas ordinary income. If multiple section first capitalized transaction. These costs Paperwork Reduction Act Notice. We197 intangibles are disposed of in a single are amortized ratably over a 15-year ask for the information on this form totransaction or a series of related period under the rules of Rev. Proc. carry out the Internal Revenue laws of thetransactions, calculate the recapture as if 2004-36, 2004-24 I.R.B. 1063. United States. You are required to give usall of the section 197 intangibles were a
the information. We need it to ensure thatColumn (b) — Date amortizationsingle asset. This rule does not apply to
you are complying with these laws and tobegins. Enter the date the amortizationsection 197 intangibles disposed of for
allow us to figure and collect the rightperiod begins under the applicable Codewhich the fair market value exceeds the
amount of tax.section.adjusted basis.

Column (c) — Amortizable amount.For more details on section 197 You are not required to provide the
Enter the total amount you are amortizing.intangibles, see Pub. 535. information requested on a form that is
See the applicable Code section for limits subject to the Paperwork Reduction ActStart-up and organizational costs.
on the amortizable amount. unless the form displays a valid OMBYou can elect to amortize the following

control number. Books or records relatingcosts for setting up your business. Column (d) — Code section. Enter the
to a form or its instructions must be• Business start-up costs (section 195). Code section under which you amortize
retained as long as their contents may• Organizational costs for a corporation the costs. For examples, see the Code
become material in the administration of(section 248). sections referenced in the instructions for
any Internal Revenue law. Generally, tax• Organizational costs for a partnership line 42, column (a), above.
returns and return information are(section 709). Column (f) — Amortization for this confidential, as required by section 6103.For costs paid or incurred before year. Compute the amortization

October 23, 2004, you can elect an deduction by: The time needed to complete and file
amortization period of 60 months or more. this form will vary depending on individual1. Dividing the amount in column (c)
For costs paid or incurred after October circumstances. The estimated burden forby the number of months over which the
22, 2004, you can elect to deduct a individual taxpayers filing this form iscosts are to be amortized and multiplying
limited amount of start-up or approved under OMB control numberthe result by the number of months in the
organizational costs. The costs that are 1545-0074 and is included in theamortization period included in your tax
not deducted currently can be amortized estimates shown in the instructions foryear beginning in 2007 or
ratably over a 180-month period. The their individual income tax return. The2. Multiplying the amount in column
amortization period starts with the month estimated burden for all other taxpayers(c) by the percentage in column (e).
you begin business operations. who file this form is shown below.

Attach the statement required by the Recordkeeping, 38 hr., 29 min.;Line 43
appropriate Code section and related Learning about the law or the form, 4If you are reporting the amortization of
regulations. If you have both start-up and hr., 16 min.; Preparing and sending thecosts that began before your 2007 tax
organizational costs, attach a separate form to the IRS, 5 hr., 5 min.year and you are not required to file Form
statement for each type of cost. See Pub. 4562 for any other reason, do not file If you have comments concerning the535 for more details. Form 4562. Report the amortization accuracy of these time estimates or The statements required to make the directly on the “Other Deductions” or suggestions for making this form simpler,elections must be attached to Form 4562 “Other Expenses” line of your return. we would be happy to hear from you. Seeand filed by the due date, including the instructions for the tax return withLine 44extensions, of your return for the year in which this form is filed.which the active trade or business begins. Report the total amortization, including
If you timely filed that return without the allowable portion of forestation or
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Table A—General Depreciation System

If the recovery period is:

Year 3 years 5 years 7 years 10 years

1 33.33% 20.00% 14.29% 10.00%

2 44.45% 32.00% 24.49% 18.00%

3 14.81% 19.20% 17.49% 14.40%

4 7.41% 11.52% 12.49% 11.52%

5 11.52% 8.93% 9.22%

6

7 6.55%

7.37%8.92%

8.93%

5.76%

4.46% 6.55%8

6.56%9

Method: 200% declining balance switching to straight line
Convention: Half-year

6.55%10

3.28%11

Table B—General and Alternative Depreciation System

If the recovery period is:

Year 5 years 7 years 10 years 12 years 15 years 20 years

1 15.00% 10.71% 7.50% 6.25% 5.00% 3.750%

2 25.50% 19.13% 13.88% 11.72% 9.50% 7.219%

3 17.85% 15.03% 11.79% 10.25% 8.55% 6.677%

4 16.66% 12.25% 10.02% 8.97% 7.70% 6.177%

5 16.66% 12.25% 8.74% 7.85% 6.93% 5.713%

6

7

8.33% 12.25%

12.25%

8.74%

8.74%

7.33%

7.33% 5.90%

5.285%

4.888%

8 6.13% 8.74% 7.33% 5.90% 4.522%

9 8.74% 7.33% 5.91% 4.462%

Convention: Half-year
Method: 150% declining balance switching to straight line

10 8.74% 7.33% 5.90% 4.461%

11 4.37% 7.32% 5.91% 4.462%

12 7.33% 5.90% 4.461%

13 3.66%

5.91% 4.462%

14

4.462%

6.23%

5.91% 4.462%

5.90% 4.461%

2.95% 4.461%

4.461%

15

16

17

18

4.462%19

20 4.461%

21 4.462%
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Table C—General Depreciation System

The month in the 1st recovery year the property is placed in service:

Year 1 2 3 4 5 6 7 8 9 10 11 12

1 3.485% 3.182% 2.879% 2.576% 2.273% 1.970% 1.667% 1.364% 1.061% 0.758% 0.455% 0.152%

2–9 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636%

Recovery period: 27.5 years
Convention: Mid-month
Method: Straight line

10,12,14,16,18, 20,22 3.637% 3.637% 3.637% 3.637% 3.637% 3.637% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636%

11,13,15,17,19, 21 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.637% 3.637% 3.637% 3.637% 3.637% 3.637%

Table D—General Depreciation System

The month in the 1st recovery year the property is placed in service:

Year 1 2 3 4 5 6 7 8 9 10 11 12

13,15,17,19, 21,23 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175%

Recovery period: 31.5 years
Convention: Mid-month
Method: Straight line

3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175%

14,16,18, 20, 22,24 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174% 3.175% 3.174%

Table E—General Depreciation System

The month in the 1st recovery year the property is placed in service:

Year 1 2 3 4 5 6 7 8 9 10 11 12

1 2.461% 2.247% 2.033% 1.819% 1.605% 1.391% 1.177% 0.963% 0.749% 0.535% 0.321% 0.107%

2–39 2.564% 2.564% 2.564% 2.564% 2.564% 2.564% 2.564% 2.564% 2.564% 2.564% 2.564% 2.564%

Recovery period: 39 years
Convention: Mid-month
Method: Straight line
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Index

A Mid-month . . . . . . . . . . . . . . . . 7 Classification of R
Mid-quarter . . . . . . . . . . . . . . . 7 property . . . . . . . . . . . . . . . . 6Alternative Depreciation Recapture:

Conventions . . . . . . . . . . . . . . 7System: Listed property . . . . . . . 8, 10
DepreciationBasis for depreciation . . . . 8 MACRS depreciation . . . . . 8D

deduction . . . . . . . . . . . . . . 7Classification of Section 179 expenseDefinitions . . . . . . . . . . . . . . . . . . 1 Determining theproperty . . . . . . . . . . . . . . . . 8 deduction . . . . . . . . . . 3, 10Amortization . . . . . . . . . . . . . . 2 classification . . . . . . . . . . . 6Conventions . . . . . . . . . . . . . . 8 Special depreciationCommuting . . . . . . . . . . . . . . . 2 Placed in service date . . . . 6Depreciation allowance . . . . . . . . . . . . . . 4Depreciation . . . . . . . . . . . . . . 1 Recovery period . . . . . . . . . . 6deduction . . . . . . . . . . . . . . 8 Recordkeeping . . . . . . . . . . . . . 2Listed property . . . . . . . . . . . 2
Placed in service date . . . . 8 Section 179 property . . . . . 1
Recovery period . . . . . . . . . . 8 IDepreciation: S

Alternative minimum tax . . . . 2 Involuntary conversion . . . . . . 5Accelerated Cost Recovery Section 179 expense
Amortization . . . . . . . . . . . . . . . 11 System (ACRS) . . . . . . . . 5 deduction . . . . . . . . . . . . . . . . 2

Amortizable amount . . . . . 12 Assets placed in service in Carryover of disallowedLAmortization prior year . . . . . . . . . . . . . . 5 deduction . . . . . . . . . . . . . . 3Like-kind exchange . . . . . . . . . 5deduction . . . . . . . . . . . . . 12 General asset Election . . . . . . . . . . . . . . . . . . 2Listed property:Amortization of costs from accounts . . . . . . . . . . . . . . . 5 Limitations:Basis for depreciation . . . . 9prior year . . . . . . . . . . . . . 12 Income forecast MaximumConvention . . . . . . . . . . . . . . . 9Amortization of costs in method . . . . . . . . . . . . . . . . 5 deduction . . . . . . . . . . . . 2Cost or other basis . . . . . . . 9current year . . . . . . . . . . . 11 Intangible property . . . . . . . . 5 Sport utility vehicleDepreciationApplicable code Listed property . . . . . . . . . . . 8 (SUV) . . . . . . . . . . . . . . . 10deduction . . . . . . . . . . . . . . 9section . . . . . . . . . . . . . . . . 12 Modified Accelerated Cost Taxable income . . . . . . . . 3Information on vehicleCertain bond Recovery System Threshold cost ofuse . . . . . . . . . . . . . . . . . . . 10premiums . . . . . . . . . . . . . 11 (MACRS) . . . . . . . . . . . . . . 5 property . . . . . . . . . . . . . 3Method . . . . . . . . . . . . . . . . . . . 9Cost of acquiring a Alternative Depreciation Listed property . . . . . . . . . . 10Passenger automobilelease . . . . . . . . . . . . . . . . . . 11 System . . . . . . . . . . . . . . 7 Recapture . . . . . . . . . . . . 3, 10limits . . . . . . . . . . . . . . . . . . . 9Creative property General Depreciation Revocation . . . . . . . . . . . . . . . 2Definitions . . . . . . . . . . . . . 9costs . . . . . . . . . . . . . . . . . . 12 System . . . . . . . . . . . . . . 6 Special depreciationException . . . . . . . . . . . . . . 9Date amortization Involuntary allowance . . . . . . . . . . . . . . . . 3Leasehold propertybegins . . . . . . . . . . . . . . . . 12 conversion . . . . . . . . . . . 5 Election out . . . . . . . . . . . . . . 4exception . . . . . . . . . . . . 9Description of costs . . . . . 11 Like-kind exchange . . . . . 5 Figuring theTables . . . . . . . . . . . . . . . . 10Forestation and Other . . . . . . . . . . . . . . . . . . . . . 5 allowance . . . . . . . . . . . . . . 4Percentage of business orreforestation costs . . . . . 11 Depreciation methods: Listed property . . . . . . . . . . . 8investment use . . . . . . . . . 9Geological and geophysical Declining balance . . . . . . . . 7 Qualified property . . . . . . . . 3Placed in service date . . . . 9expenditures . . . . . . . . . . 11 Straight line . . . . . . . . . . . . . . 7 Recapture . . . . . . . . . . . . . . . . 4Qualified businessOptional section 59(e) Depreciation tables . . . . . . . . 13 use . . . . . . . . . . . . . . . . . . . . 8write-off . . . . . . . . . . . . . . . 11
Depreciation Questions for employers on UPollution control

worksheet . . . . . . . . . . . . . . . 13 vehicle use . . . . . . . . . . . . 10 Uniform capitalizationfacilities . . . . . . . . . . . . . . . 11
Recapture of section 179 rules . . . . . . . . . . . . . . . . . . . . . 8Research and experimental

expenseEexpenditures . . . . . . . . . . 11 Unit-of-production
deduction . . . . . . . . . . . . . 10Revitalization Election out: method . . . . . . . . . . . . . . . . . . . 4

Recovery period . . . . . . . . . . 9expenditures . . . . . . . . . . 11 Involuntary
Section 179 expenseSection 197 conversion . . . . . . . . . . . . . 5 Wdeduction . . . . . . . . . . . . . 10intangibles . . . . . . . . . . . . 11 Like-kind exchange . . . . . . . 5 Where to find additionalSpecial depreciationStart-up and organizational Special depreciation information . . . . . . . . . . . . . . . 1allowance . . . . . . . . . . . . . . 8costs . . . . . . . . . . . . . . . . . . 12 allowance . . . . . . . . . . . . . . 4

Who must file . . . . . . . . . . . . . . . 1Type of property . . . . . . . . . . 9

■C G
Conventions: General Depreciation System:

Half-year . . . . . . . . . . . . . . . . . 7 Basis for depreciation . . . . 6

-16-



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 1008.000]
>> setpagedevice


