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Internal Revenue Code Section 168(i)(15)(D) 
Accelerated cost recovery system 
 
. . . 
 

(i)  Definitions and special rules. 

For purposes of this section- 

(1)  Class life. 

Except as provided in this section, the term "class life" means the class life (if any) which 

would be applicable with respect to any property as of January 1, 1986, under subsection 

(m) of section 167 (determined without regard to paragraph (4) and as if the taxpayer had 

made an election under such subsection). The Secretary, through an office established in 

the Treasury, shall monitor and analyze actual experience with respect to all depreciable 

assets. The reference in this paragraph to subsection (m) of section 167 shall be treated as 

a reference to such subsection as in effect on the day before the date of the enactment of 

the Revenue Reconciliation Act of 1990 [11/5/90]. 

 

(2)  Qualified technological equipment. 

(A)  In general. The term "qualified technological equipment" means- 

(i)  any computer or peripheral equipment, 

 

(ii)  any high technology telephone station equipment installed on the 

customer's premises, and 

 

(iii)  any high technology medical equipment. 

 

(B)  Computer or peripheral equipment defined. For purposes of this paragraph- 

(i)  In general. The term "computer or peripheral equipment" means- 

(I)  any computer, and 

 

(II)  any related peripheral equipment. 

 

(ii)  Computer. The term "computer" means a programmable electronically 

activated device which- 

(I)  is capable of accepting information, applying prescribed 

processes to the information, and supplying the results of these 

processes with or without human intervention, and 

 

(II)  consists of a central processing unit containing extensive 

storage, logic, arithmetic, and control capabilities. 
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(iii)  Related peripheral equipment. The term "related peripheral 

equipment" means any auxiliary machine (whether on-line or off-line) 

which is designed to be placed under the control of the central processing 

unit of a computer. 

 

(iv)  Exceptions. The term "computer or peripheral equipment" shall not 

include- 

(I)  any equipment which is an integral part of other property 

which is not a computer, 

 

(II)  typewriters, calculators, adding and accounting machines, 

copiers, duplicating equipment, and similar equipment, and 

 

(III)  equipment of a kind used primarily for amusement or 

entertainment of the user. 

 

(C)  High technology medical equipment. For purposes of this paragraph, the term 

"high technology medical equipment" means any electronic, electromechanical, or 

computer-based high technology equipment used in the screening, monitoring, 

observation, diagnosis, or treatment of patients in a laboratory, medical, or 

hospital environment. 

 

(3)  Lease term. 

(A)  In general. In determining a lease term- 

(i)  there shall be taken into account options to renew, 

 

(ii)  the term of a lease shall include the term of any service contract or 

similar arrangement (whether or not treated as a lease under section 

7701(e))- 

(I)  which is part of the same transaction (or series of related 

transactions) which includes the lease, and 

 

(II)  which is with respect to the property subject to the lease or 

substantially similar property, and 

 

(iii)  2 or more successive leases which are part of the same transaction (or 

a series of related transactions) with respect to the same or substantially 

similar property shall be treated as 1 lease. 

 

(B)  Special rule for fair rental options on nonresidential real property or 

residential rental property. For purposes of clause (i) of subparagraph (A) , in the 

case of nonresidential real property or residential rental property, there shall not 

be taken into account any option to renew at fair market value determined at the 

time of renewal. 

 

(4)  General asset accounts. 

Under regulations, a taxpayer may maintain 1 or more general asset accounts for any 

property to which this section applies. Except as provided in regulations, all proceeds 



realized on any disposition of property in a general asset account shall be included in 

income as ordinary income. 

 

(5)  Changes in use. 

The Secretary shall, by regulations, provide for the method of determining the deduction 

allowable under section 167(a) with respect to any tangible property for any taxable year 

(and the succeeding taxable years) during which such property changes status under this 

section but continues to be held by the same person. 

 

(6)  Treatments of additions or improvements to property. 

In the case of any addition to (or improvement of) any property- 

(A)  any deduction under subsection (a) for such addition or improvement shall be 

computed in the same manner as the deduction for such property would be 

computed if such property had been placed in service at the same time as such 

addition or improvement, and 

 

(B)  the applicable recovery period for such addition or improvement shall begin 

on the later of- 

(i)  the date on which such addition (or improvement) is placed in service, 

or 

 

(ii)  the date on which the property with respect to which such addition (or 

improvement) was made is placed in service. 

 

(7)  Treatment of certain transferees. 

(A)  In general. In the case of any property transferred in a transaction described 

in subparagraph (B), the transferee shall be treated as the transferor for purposes 

of computing the depreciation deduction determined under this section with 

respect to so much of the basis in the hands of the transferee as does not exceed 

the adjusted basis in the hands of the transferor. In any case where this section as 

in effect before the amendments made by section 201 of the Tax Reform Act of 

1986 applied to the property in the hands of the transferor, the reference in the 

preceding sentence to this section shall be treated as a reference to this section as 

so in effect. 

 

(B)  Transactions covered. The transactions described in this subparagraph are- 

(i)  any transaction described in section 332, 351, 361 , 721 , or 731, and 

 

(ii)  any transaction between members of the same affiliated group during 

any taxable year for which a consolidated return is made by such group. 

 

(C)  Property reacquired by the taxpayer. Under regulations, property which is 

disposed of and then reacquired by the taxpayer shall be treated for purposes of 

computing the deduction allowable under subsection (a) as if such property had 

not been disposed of. 

 

(8)  Treatment of leasehold improvements. 

(A)  In general. In the case of any building erected (or improvements made) on 

leased property, if such building or improvement is property to which this section 



applies, the depreciation deduction shall be determined under the provisions of 

this section. 

 

 

(B)  Treatment of lessor improvements which are abandoned at termination of 

lease. An improvement- 

(i)  which is made by the lessor of leased property for the lessee of such 

property, and 

 

(ii)  which is irrevocably disposed of or abandoned by the lessor at the 

termination of the lease by such lessee, 

 

shall be treated for purposes of determining gain or loss under this title as 

disposed of by the lessor when so disposed of or abandoned. 

 

(C)  Cross reference. For treatment of qualified long-term real property 

constructed or improved in connection with cash or rent reduction from lessor to 

lessee, see section 110(b). 

 

(9)  Normalization rules. 

(A)  In general. In order to use a normalization method of accounting with respect 

to any public utility property for purposes of subsection (f)(2)- 

(i)  the taxpayer must, in computing its tax expense for purposes of 

establishing its cost of service for ratemaking purposes and reflecting 

operating results in its regulated books of account, use a method of 

depreciation with respect to such property that is the same as, and a 

depreciation period for such property that is no shorter than, the method 

and period used to compute its depreciation expense for such purposes; 

and 

 

(ii)  if the amount allowable as a deduction under this section with respect 

to such property (respecting all elections made by the taxpayer under this 

section) differs from the amount that would be allowable as a deduction 

under section 167 using the method (including the period, first and last 

year convention, and salvage value) used to compute regulated tax 

expense under clause (i), the taxpayer must make adjustments to a reserve 

to reflect the deferral of taxes resulting from such difference. 

 

(B)  Use of inconsistent estimates and projections, etc. 

(i)  In general. One way in which the requirements of subparagraph (A) 

are not met is if the taxpayer, for ratemaking purposes, uses a procedure or 

adjustment which is inconsistent with the requirements of subparagraph 

(A). 

 

(ii)  Use of inconsistent estimates and projections. The procedures and 

adjustments which are to be treated as inconsistent for purposes of clause 

(i) shall include any procedure or adjustment for ratemaking purposes 

which uses an estimate or projection of the taxpayer's tax expense, 

depreciation expense, or reserve for deferred taxes under subparagraph 



(A)(ii) unless such estimate or projection is also used, for ratemaking 

purposes, with respect to the other 2 such items and with respect to the 

rate base. 

 

(iii)  Regulatory authority. The Secretary may by regulations prescribe 

procedures and adjustments (in addition to those specified in clause (ii)) 

which are to be treated as inconsistent for purposes of clause (i). 

 

(C)  Public utility property which does not meet normalization rules. In the case 

of any public utility property to which this section does not apply by reason of 

subsection (f)(2), the allowance for depreciation under section 167(a) shall be an 

amount computed using the method and period referred to in subparagraph (A)(i). 

 

(10)  Public utility property. 

The term "public utility property" means property used predominantly in the trade or 

business of the furnishing or sale of- 

(A)  electrical energy, water, or sewage disposal services, 

 

(B)  gas or steam through a local distribution system, 

 

(C)  telephone services, or other communication services if furnished or sold by 

the Communications Satellite Corporation for purposes authorized by the 

Communications Satellite Act of 1962 (47 U.S.C. 701), or 

 

(D)  transportation of gas or steam by pipeline, 

 

if the rates for such furnishing or sale, as the case may be, have been established or 

approved by a State or political subdivision thereof, by any agency or instrumentality of 

the United States, or by a public service or public utility commission or other similar 

body of any State or political subdivision thereof. 

 

(11)  Research and experimentation. 

The term "research and experimentation" has the same meaning as the term research and 

experimental has under section 174. 

 

(12)  Section 1245 and 1250 property. 

The terms "section 1245 property" and "section 1250 property" have the meanings given 

such terms by sections 1245(a)(3) and 1250(c), respectively. 

 

(13)  Single purpose agricultural or horticultural structure. 

(A)  In general. The term "single purpose agricultural or horticultural structure" 

means- 

(i)  a single purpose livestock structure, and 

 

(ii)  a single purpose horticultural structure. 

 

(B)  Definitions. For purposes of this paragraph- 



(i)  Single purpose livestock structure. The term "single purpose livestock 

structure" means any enclosure or structure specifically designed, 

constructed, and used- 

(I)  for housing, raising, and feeding a particular type of livestock 

and their produce, and 

 

(II)  for housing the equipment (including any replacements) 

necessary for the housing, raising, and feeding referred to in 

subclause (I). 

 

(ii)  Single purpose horticultural structure. The term "single purpose 

horticultural structure" means- 

(I)  a greenhouse specifically designed, constructed, and used for 

the commercial production of plants, and 

 

(II)  a structure specifically designed, constructed, and used for the 

commercial production of mushrooms. 

 

(iii)  Structures which include work space. An enclosure or structure 

which provides work space shall be treated as a single purpose agricultural 

or horticultural structure only if such work space is solely for- 

(I)  the stocking, caring for, or collecting of livestock or plants (as 

the case may be) or their produce, 

 

(II)  the maintenance of the enclosure or structure, and 

 

(III)  the maintenance or replacement of the equipment or stock 

enclosed or housed therein. 

 

(iv)  Livestock. The term "livestock" includes poultry. 

 

(14)  Qualified rent-to-own property. 

(A)  In general. The term "qualified rent-to-own property" means property held by 

a rent-to-own dealer for purposes of being subject to a rent-to-own contract. 

 

(B)  Rent-to-own dealer. The term "rent-to-own dealer" means a person that, in 

the ordinary course of business, regularly enters into rent-to-own contracts with 

customers for the use of consumer property, if a substantial portion of those 

contracts terminate and the property is returned to such person before the receipt 

of all payments required to transfer ownership of the property from such person to 

the customer. 

 

(C)  Consumer property. The term "consumer property" means tangible personal 

property of a type generally used within the home for personal use. 

 

(D)  Rent-to-own contract. The term "rent-to-own contract" means any lease for 

the use of consumer property between a rent-to-own dealer and a customer who is 

an individual which- 



(i)  is titled "Rent-to-Own Agreement" or "Lease Agreement with 

Ownership Option," or uses other similar language, 

 

(ii)  provides for level (or decreasing where no payment is less than 40 

percent of the largest payment), regular periodic payments (for a payment 

period which is a week or month), 

 

(iii)  provides that legal title to such property remains with the rent-to-own 

dealer until the customer makes all the payments described in clause (ii) or 

early purchase payments required under the contract to acquire legal title 

to the item of property, 

 

(iv)  provides a beginning date and a maximum period of time for which 

the contract may be in effect that does not exceed 156 weeks or 36 months 

from such beginning date (including renewals or options to extend), 

 

(v)  provides for payments within the 156-week or 36-month period that, 

in the aggregate, generally exceed the normal retail price of the consumer 

property plus interest, 

 

(vi)  provides for payments under the contract that, in the aggregate, do 

not exceed $10,000 per item of consumer property, 

 

(vii)  provides that the customer does not have any legal obligation to 

make all the payments referred to in clause (ii) set forth under the contract, 

and that at the end of each payment period the customer may either 

continue to use the consumer property by making the payment for the next 

payment period or return such property to the rent-to-own dealer in good 

working order, in which case the customer does not incur any further 

obligations under the contract and is not entitled to a return of any 

payments previously made under the contract, and 

 

(viii)  provides that the customer has no right to sell, sublease, mortgage, 

pawn, pledge, encumber, or otherwise dispose of the consumer property 

until all the payments stated in the contract have been made. 

 

(15)  Motorsports entertainment complex. 

(A)  In general. The term "motorsports entertainment complex" means a racing 

track facility which- 

(i)  is permanently situated on land, and 

 

(ii)  during the 36-month period following the first day of the month in 

which the asset is placed in service, hosts 1 or more racing events for 

automobiles (of any type), trucks, or motorcycles which are open to the 

public for the price of admission. 

 

(B)  Ancillary and support facilities. Such term shall include, if owned by the 

taxpayer who owns the complex and provided for the benefit of patrons of the 

complex- 



(i)  ancillary facilities and land improvements in support of the complex's 

activities (including parking lots, sidewalks, waterways, bridges, fences, 

and landscaping), 

 

(ii)  support facilities (including food and beverage retailing, souvenir 

vending, and other nonlodging accommodations), and 

 

(iii)  appurtenances associated with such facilities and related attractions 

and amusements (including ticket booths, race track surfaces, suites and 

hospitality facilities, grandstands and viewing structures, props, walls, 

facilities that support the delivery of entertainment services, other special 

purpose structures, facades, shop interiors, and buildings). 

 

(C)  Exception. Such term shall not include any transportation equipment, 

administrative services assets, warehouses, administrative buildings, hotels, or 

motels. 

 

(D)  Termination. Such term shall not include any property placed in service after 

December 31, 2025. 

 

(16)  Alaska natural gas pipeline. 

The term "Alaska natural gas pipeline" means the natural gas pipeline system located in 

the State of Alaska which- 

(A)  has a capacity of more than 500,000,000,000 Btu of natural gas per day, and 

 

(B)  is- 

(i)  placed in service after December 31, 2013, or 

 

(ii)  treated as placed in service on January 1, 2014, if the taxpayer who 

places such system in service before January 1, 2014, elects such 

treatment. 

 

Such term includes the pipe, trunk lines, related equipment, and appurtenances used to 

carry natural gas, but does not include any gas processing plant. 

 

(17)  Natural gas gathering line. 

The term "natural gas gathering line" means- 

(A)  the pipe, equipment, and appurtenances determined to be a gathering line by 

the Federal Energy Regulatory Commission, and 

 

(B)  the pipe, equipment, and appurtenances used to deliver natural gas from the 

wellhead or a commonpoint to the point at which such gas first reaches- 

(i)  a gas processing plant, 

 

(ii)  an interconnection with a transmission pipeline for which a certificate 

as an interstate transmission pipeline has been issued by the Federal 

Energy Regulatory Commission, 

 

(iii)  an interconnection with an intrastate transmission pipeline, or 



 

(iv)  a direct interconnection with a local distribution company, a gas 

storage facility, or an industrial consumer. 

 

(18)  Qualified smart electric meters. 

(A)  In general. The term "qualified smart electric meter" means any smart 

electric meter which- 

(i)  is placed in service by a taxpayer who is a supplier of electric energy 

or a provider of electric energy services, and 

 

(ii)  does not have a class life (determined without regard to subsection 

(e)) of less than 16 years. 

 

(B)  Smart electric meter. For purposes of subparagraph (A), the term "smart 

electric meter" means any time-based meter and related communication 

equipment which is capable of being used by the taxpayer as part of a system that- 

(i)  measures and records electricity usage data on a time-differentiated 

basis in at least 24 separate time segments per day, 

 

(ii)  provides for the exchange of information between supplier or provider 

and the customer's electric meter in support of time-based rates or other 

forms of demand response, 

 

(iii)  provides data to such supplier or provider so that the supplier or 

provider can provide energy usage information to customers 

electronically, and 

 

(iv)  provides net metering. 

 

(19)  Qualified smart electric grid systems. 

(A)  In general. The term "qualified smart electric grid system" means any smart 

grid property which- 

(i)  is used as part of a system for electric distribution grid 

communications, monitoring, and management placed in service by a 

taxpayer who is a supplier of electric energy or a provider of electric 

energy services, and 

 

(ii)  does not have a class life (determined without regard to subsection 

(e)) of less than 16 years. 

 

(B)  Smart grid property. For the purposes of subparagraph (A), the term "smart 

grid property" means electronics and related equipment that is capable of- 

(i)  sensing, collecting, and monitoring data of or from all portions of a 

utility's electric distribution grid, 

 

(ii)  providing real-time, two-way communications to monitor or manage 

such grid, and 

 



(iii)  providing real time analysis of and event prediction based upon 

collected data that can be used to improve electric distribution system 

reliability, quality, and performance. 

 

. . .  


