Table 7-1. Farm Property Recovery Periods

Recovery Period in Years

Assets GDS ADS
Agricultural structures (single purpose) . .. ............ ... 10 15
Automobiles .. ... 5 5
Calculators and Copiers . . ... ... 5 6
Cattle (dairyorbreeding) .. ... ... ... ... ... 5 7
Communication equipment’ .. ... ... ... 7 10
Computer and peripheral equipment . .. ............ ... ... .. ... ... ... 5 5
Drainagefacilities .. ... ... ... . ... . .. .. ... 15 20
Farmbuildings? . ... ... ... . 20 25
Farm machinery and equipment® . . .. ... ... ... 5 10
Fences (agricultural) ... ... ... ... .. 7 10
Goatsand sheep (breeding) . .. ... ... .. ... 5 5
Grainbin . ... 7 10
Hogs (breeding) . ... ... .. ... . .. ... 3 3
Horses (age when placed in service)

Breeding and working (12 yearsorless) . ............ ... ... ......... 7 10

Breeding and working (more than 12years) . ........................ 3 10

Racing horses (morethan2years) .. ............... ... ... ...... 3 12
Horticultural structures (single purpose) ... ..................... .. ... 10 15
Logging machinery and equipment* . .. ... ... .. L 5 6
Nonresidential realproperty ... ..... ... ... ... ... .. . ... .. ... 395 40
Office furniture, fixtures, and equipment (not calculators, copiers, or typewriters) . . . 7 10
Pavedlots ... ... . . .. 15 20
Residential rental property . .. ... ... 27.5 40
Tractor units (over-the-road) ... ...... ... ... ... ... 3 4
Trees orvines bearing fruitornuts . .. ....... ... . ... .. L 10 20
Truck (heavy duty, unloaded weight 13,000 Ibs.ormore) ... ................ 5 6
Truck (actual weight less than 13,0001bs.) .. ......... ... ... ... ... ...... 5 5
Waterwells ... ... . 15 20

" Not including communication equipment listed in other classes.

2 Not including single-purpose agricultural or horticultural structures.

3 Not including grain bin, cotton ginning, asset fence, or other land improvement and the original use
starts with you and placed in service after December 31, 2017.

4 Used by logging and sawmill operators for cutting of timber.

5 For property placed in service after May 12, 1993; for property placed in service before May 13, 1993,

the recovery period is 31.5 years.

necessarily the date it is first used. If you con-
verted property held for personal use to use in a
trade or business or for the production of in-
come, treat the property as being placed in
service on the conversion date. See Placed in
Service under When Does Depreciation Begin
and End, earlier, for examples illustrating when
property is placed in service.

Also, see Certain specified plants, earlier,
for information on the placed in service date for
specified plants bearing fruits and nuts for
which you elect to claim the special deprecia-
tion allowance.

What Is the Basis for
Depreciation?

The basis for depreciation of MACRS property
is the property's cost or other basis multiplied
by the percentage of business/investment use.
Reduce that amount by any credits and deduc-
tions allocable to the property. The following are
examples of some of the credits and deductions
that reduce basis.
® Any deduction for section 179 property.
® Any deduction for removal of barriers to
the disabled and the elderly.
* Any disabled access credit, enhanced oil
recovery credit, and credit for
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employer-provided childcare facilities and
services.

® Any special depreciation allowance.

® Basis adjustment for investment credit
property under section 50(c) of the Internal
Revenue Code.

For information about how to determine the cost
or other basis of property, see What Is the Basis
of Your Depreciable Property, earlier. Also, see

chapter 6.

For additional credits and deductions that
affect basis, see section 1016 of the Internal
Revenue Code.

Which Recovery Period
Applies?

The recovery period of property is the number
of years over which you recover its cost or other
basis. It is determined based on the deprecia-
tion system (GDS or ADS) used. See Table 7-1
for recovery periods under both GDS and ADS
for some commonly used assets. For a com-
plete list of recovery periods, see the Table of
Class Lives and Recovery Periods in Appendix
B of Pub. 946.

House trailers for farm laborers. To de-
preciate a house trailer you supply as housing
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for those who work on your farm, use one of the
following recovery periods if the house trailer is
mobile (it has wheels and a history of move-
ment).

® A 7-year recovery period under GDS.

® A 10-year recovery period under ADS.

However, if the house trailer is not mobile
(its wheels have been removed and permanent
utilities and pipes attached to it), use one of the
following recovery periods.

® A 20-year recovery period under GDS.
e A 25-year recovery period under ADS.

Water wells. Water wells used to provide
water for raising poultry and livestock are land
improvements. If they are depreciable, use one
of the following recovery periods.

e A 15-year recovery period under GDS.
® A 20-year recovery period under ADS.

The types of water wells that can be depre-
ciated were discussed earlier in [rrigation sys-
tems and water wells under Property Having a
Determinable Useful Life.

Which Convention Applies?

Under MACRS, averaging conventions estab-
lish when the recovery period begins and ends.
The convention you use determines the number
of months for which you can claim depreciation
in the year you place property in service and in
the year you dispose of the property. Use one
of the following conventions.

® The half-year convention.

® The mid-month convention.

® The mid-quarter convention.

For a detailed explanation of each conven-
tion, see Which Convention Applies in chapter 4
of Pub. 946. Also, see the Instructions for Form
4562.

Which Depreciation Method
Applies?

MACRS provides three depreciation methods
under GDS and one depreciation method under
ADS.
® The 200% declining balance method over
a GDS recovery period.
® The 150% declining balance method over
a GDS recovery period.
® The straight line method over a GDS re-
covery period.
® The straight line method over an ADS re-
covery period.

Depreciation Table. The following table lists
the types of property you can depreciate under
each method. The declining balance method is
abbreviated as DB and the straight line method
is abbreviated as SL.



