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Property Name: �L�a�r�g�e� �H�o�t�e�l

Property Address: �1�2�3� �M�a�i�n� �S�t

�Y�o�u�r� �r�e�s�u�l�t�s� �a�r�e� �b�a�s�e�d� �o�n� �t�h�e� �f�o�l�l�o�w�i�n�g� �f�i�g�u�r�e�s�,� �P�u�r�c�h�a�s�e� �P�r�i�c�e� �$�1�,�8�0�0�,�0�0�0�.�0�0�,� �L�a�n�d� �V�a�l�u�e

�$�1�8�0�,�0�0�0�.�0�0�.

�T�o�t�a�l� �b�a�s�i�s� �f�o�r� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �s�t�u�d�y� �i�s� �$�1�,�6�2�0�,�0�0�0�.�0�0

39 Yr. SL Building

�C�l�e�a�r� �&� �G�r�a�d�e� �f�o�r� �B�u�i�l�d�i�n�g�,� �B�u�i�l�d�i�n�g� �F�o�u�n�d�a�t�i�o�n�s�,� �B�u�i�l�d�i�n�g

�S�l�a�b�s�,� �S�t�r�u�c�t�u�r�a�l� �W�a�l�l�s�,� �S�t�r�u�c�t�u�r�a�l� �R�o�o�f�i�n�g� �&� �R�o�o�f� �C�o�v�e�r�i�n�g�,

�B�u�i�l�d�i�n�g� �E�l�e�c�t�r�i�c�a�l�,� �B�u�i�l�d�i�n�g� �P�l�u�m�b�i�n�g�,� �D�r�y�w�a�l�l�,� �P�a�i�n�t�i�n�g�,

�H�V�A�C�,� �P�e�r�m�a�n�e�n�t� �F�l�o�o�r� �C�o�v�e�r�i�n�g�,� �R�e�s�t�r�o�o�m� �C�a�b�i�n�e�t�s� �&

�V�a�n�i�t�i�e�s�.

$1,295,742.90

15 Yr. Site Imp. 150%
DB

�C�l�e�a�r� �&� �G�r�a�d�e� �f�o�r� �S�i�t�e�w�o�r�k�,� �L�a�n�d�s�c�a�p�i�n�g�,� �D�r�i�v�e�s� �&� �W�a�l�k�s�,

�C�u�r�b�s� �&� �G�u�t�t�e�r�s�,� �F�e�n�c�i�n�g�,� �P�a�r�k�i�n�g� �B�u�m�p�e�r�s� �&� �S�t�r�i�p�i�n�g�,� �S�i�t�e

�L�i�g�h�t�i�n�g�.

$154,339.88

5 Yr. 200% DB

�C�o�m�p�u�t�e�r� �E�q�u�i�p�m�e�n�t� �E�l�e�c�t�r�i�c�a�l� �&� �W�i�r�i�n�g�,� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l� �O�u�t�l�e�t�s�,� �D�e�m�o�u�n�t�a�b�l�e� �W�a�l�l�s�,� �R�e�m�o�v�a�b�l�e� �F�l�o�o�r

�C�o�v�e�r�i�n�g�s�,� �E�q�u�i�p�m�e�n�t� �P�l�u�m�b�i�n�g�,� �C�a�b�i�n�e�t�r�y�,� �R�e�m�o�v�a�b�l�e

�W�a�l�l� �C�o�v�e�r�i�n�g�,� �D�e�c�o�r�a�t�i�v�e� �L�i�g�h�t�i�n�g�,� �T�a�s�k� �L�i�g�h�t�i�n�g�,

�R�e�m�o�v�a�b�l�e� �W�i�n�d�o�w� �C�o�v�e�r�i�n�g�s� �&� �W�i�n�d�o�w� �T�i�n�t�.

$169,917.22



Final Report

39 Yr. SL
Building

15 Yr. Site
Imp. 150% DB

5 Yr. 200% DB

�S�i�t�e� �I�m�p�r�o�v�e�m�e�n�t �$� �1�1�3�,�0�4�1�.�5�1

�I�r�r�i�g�a�t�i�o�n �$� �1�,�0�5�3�.�0�0

�S�i�t�e� �G�r�e�a�s�e� �T�r�a�p �$� �7�,�2�3�1�.�5�9

�S�i�t�e� �S�w�i�m�m�i�n�g� �P�o�o�l �$� �3�3�,�0�1�3�.�7�8

�F�o�u�n�d�a�t�i�o�n� �S�l�a�b �$� �3�1�1�,�3�9�1�.�7�6

�R�o�o�f� �F�r�a�m�i�n�g �$� �8�2�,�1�2�3�.�2�9

�E�x�t�e�r�i�o�r� �W�a�l�l�s �$� �1�3�2�,�6�0�4�.�4�2

�E�x�t�e�r�i�o�r� �W�i�n�d�o�w�s �$� �3�1�,�5�5�0�.�7�1

�E�x�t�e�r�i�o�r� �D�o�o�r�s �$� �8�,�0�4�7�.�7�2

�R�o�o�f� �C�o�v�e�r�i�n�g�s �$� �1�2�,�9�8�6�.�0�9

�I�n�t�e�r�i�o�r� �P�a�r�t�i�t�i�o�n�s �$� �6�0�,�9�9�8�.�0�3

�I�n�t�e�r�i�o�r� �D�o�o�r�s �$� �1�4�8�,�6�9�9�.�8�6

�C�e�i�l�i�n�g� �F�i�n�i�s�h�e�s �$� �4�3�,�0�7�3�.�5�7

�W�a�l�l� �F�i�n�i�s�h�e�s �$� �3�8�,�5�0�1�.�0�1

�F�i�r�e� �S�p�r�i�n�k�l�e�r�s �$� �4�3�,�5�2�1�.�6�9

�D�e�c�o�r�a�t�i�v�e� �T�r�i�m �$� �3�5�,�6�6�6�.�0�2

�L�u�x�u�r�y� �V�i�n�y�l� �T�i�l�e

�F�l�o�o�r�i�n�g
�$� �1�9�,�6�6�2�.�0�4

�C�e�r�a�m�i�c� �H�a�r�d� �T�i�l�e

�F�l�o�o�r�i�n�g
�$� �1�3�,�0�7�7�.�5�4

�C�a�r�p�e�t�i�n�g �$� �1�5�,�0�8�9�.�4�7



39 Yr. SL
Building

15 Yr. Site Imp.
150% DB

5 Yr. 200% DB

�R�e�m�o�v�a�b�l�e� �W�i�n�d�o�w

�C�o�v�e�r�i�n�g�s
�$� �7�,�0�7�4�.�3�8

�L�a�u�n�d�r�y� �C�h�u�t�e �$� �6�,�2�8�8�.�3�4

�W�a�l�k� �I�n� �C�o�o�l�e�r �$� �3�,�9�7�5�.�8�0

�W�a�l�k� �I�n� �F�r�e�e�z�e�r �$� �4�,�8�8�9�.�1�8

�E�x�h�a�u�s�t� �H�o�o�d� �W�i�t�h� �F�i�r�e

�P�r�o�t�e�c�t�i�o�n
�$� �1�0�,�8�9�4�.�5�5

�B�u�i�l�d�i�n�g� �P�l�u�m�b�i�n�g �$� �4�5�,�2�6�8�.�4�1

�K�i�t�c�h�e�n� �E�q�u�i�p�m�e�n�t

�P�l�u�m�b�i�n�g
�$� �4�9�5�.�2�1

�G�u�e�s�t� �R�o�o�m

�K�i�t�c�h�e�n�e�t�t�e� �P�l�u�m�b�i�n�g
�$� �8�,�0�2�4�.�4�2

�L�a�u�n�d�r�y� �E�q�u�i�p�m�e�n�t

�P�l�u�m�b�i�n�g
�$� �3�,�5�8�3�.�5�4

�H�V�A�C �$� �1�3�1�,�6�8�9�.�9�1

�G�u�e�s�t� �R�o�o�m� �T�h�r�u� �W�a�l�l

�A�/�c� �U�n�i�t
�$� �2�3�,�5�8�1�.�2�7

�B�u�i�l�d�i�n�g� �E�l�e�c�t�r�i�c�a�l �$� �1�8�5�,�9�2�0�.�5�5

�C�o�m�p�u�t�e�r� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l
�$� �1�1�,�4�3�1�.�4�2

�O�f�f�i�c�e� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l
�$� �1�,�6�4�6�.�1�2

�K�i�t�c�h�e�n� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l
�$� �5�6�5�.�0�1



39 Yr. SL
Building

15 Yr. Site Imp.
150% DB

5 Yr. 200% DB

�E�x�e�r�c�i�s�e� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l
�$� �3�5�3�.�7�2

�B�u�s�i�n�e�s�s� �C�e�n�t�e�r

�E�q�u�i�p�m�e�n�t� �E�l�e�c�t�r�i�c�a�l
�$� �6�0�6�.�5�7

�L�a�u�n�d�r�y� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l
�$� �5�,�0�9�7�.�0�1

�G�u�e�s�t� �R�o�o�m� �T�h�r�u� �W�a�l�l

�A�/�C� �E�l�e�c�t�r�i�c�a�l
�$� �5�,�2�6�2�.�9�6

�G�u�e�s�t� �R�o�o�m

�C�o�m�p�u�t�e�r� �E�q�u�i�p�m�e�n�t

�E�l�e�c�t�r�i�c�a�l

�$� �2�,�9�2�8�.�4�2

�G�u�e�s�t� �R�o�o�m� �T�e�l�e�v�i�s�i�o�n

�E�q�u�i�p�m�e�n�t� �E�l�e�c�t�r�i�c�a�l
�$� �2�,�9�5�3�.�1�3

�G�u�e�s�t� �R�o�o�m� �K�i�t�c�h�e�n

�E�q�u�i�p�m�e�n�t� �E�l�e�c�t�r�i�c�a�l
�$� �6�,�1�3�6�.�9�8

Total included in study
is
equal to purchase price
less
land value.

$1,620,000.00 $1,295,742.90 $154,339.88 $169,917.22

80 % 10 % 10 %

�A�p�p�l�y�i�n�g� �Y�o�u�r� �C�o�s�t� �S�e�g�r�e�g�a�t�i�o�n� �R�e�s�u�l�t�s� �t�o� �Y�o�u�r� �T�a�x� �R�e�t�u�r�n�:

Please do not attach your cost segregation report to your tax return.

Listing Items �:� �L�i�s�t� �t�h�e� �i�t�e�m�s� �f�r�o�m� �y�o�u�r� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �r�e�p�o�r�t� �a�s� �f�o�l�l�o�w�s�:

�F�o�r� �a�s�s�e�t�s� �w�i�t�h� �a� �d�e�p�r�e�c�i�a�t�i�o�n� �p�e�r�i�o�d� �o�f� �2�7�.�5� �y�e�a�r�s� �o�r� �3�9� �y�e�a�r�s� �(�e�.�g�.�,� �R�e�n�t�a�l� �H�o�m�e�,� �O�f�f�i�c�e

�B�u�i�l�d�i�n�g�)�,� �u�s�e� �t�h�e� �t�o�t�a�l� �v�a�l�u�e� �f�r�o�m� �t�h�e� �c�o�r�r�e�s�p�o�n�d�i�n�g� �c�o�l�u�m�n� �i�n� �y�o�u�r� �r�e�p�o�r�t�.

�F�o�r� �a�s�s�e�t�s� �w�i�t�h� �a� �d�e�p�r�e�c�i�a�t�i�o�n� �p�e�r�i�o�d� �o�f� �1�5� �y�e�a�r�s�,� �l�i�s�t� �e�a�c�h� �i�t�e�m� �s�e�p�a�r�a�t�e�l�y� �a�l�o�n�g� �w�i�t�h� �i�t�s

�i�n�d�i�v�i�d�u�a�l� �a�m�o�u�n�t�.� �F�o�r� �e�x�a�m�p�l�e�:



�S�w�i�m�m�i�n�g� �P�o�o�l�:� �$�2�5�,�0�0�0

�S�i�t�e� �I�m�p�r�o�v�e�m�e�n�t�s�:� �$�4�0�,�0�0�0

�I�f� �y�o�u� �h�a�v�e� �o�n�l�y� �o�n�e� �1�5�-�y�e�a�r� �i�t�e�m�,� �l�i�s�t� �t�h�e� �a�m�o�u�n�t� �u�n�d�e�r� �i�t�s� �c�a�t�e�g�o�r�y� �(�e�.�g�.�,� �S�i�t�e

�I�m�p�r�o�v�e�m�e�n�t�s�)�.

�F�o�r� �a�s�s�e�t�s� �w�i�t�h� �a� �5�-�y�e�a�r� �d�e�p�r�e�c�i�a�t�i�o�n� �p�e�r�i�o�d�,� �l�i�s�t� �e�a�c�h� �i�t�e�m� �s�e�p�a�r�a�t�e�l�y� �f�r�o�m� �t�h�e� �5�-�y�e�a�r

�c�o�l�u�m�n� �u�n�t�i�l� �y�o�u� �a�c�c�o�u�n�t� �f�o�r� �t�h�e� �t�o�t�a�l� �5�-�y�e�a�r� �a�m�o�u�n�t� �f�r�o�m� �y�o�u�r� �r�e�p�o�r�t�.� �F�o�r� �e�x�a�m�p�l�e�:

�C�a�r�p�e�t�:� �$�5�,�5�0�0

�L�u�x�u�r�y� �V�i�n�y�l� �T�i�l�e� �F�l�o�o�r�i�n�g�:� �$�7�,�5�0�0

�D�e�c�o�r�a�t�i�v�e� �T�r�i�m�:� �$�1�,�5�0�0

�R�a�n�g�e�:� �$�8�0�0

Regarding Audit Support:

�I�f� �y�o�u� �h�a�v�e� �p�u�r�c�h�a�s�e�d� �a�u�d�i�t� �s�u�p�p�o�r�t� �a�n�d� �a�r�e� �f�a�c�i�n�g� �a�n� �I�R�S� �a�u�d�i�t�,� �p�l�e�a�s�e� �c�o�n�t�a�c�t� �u�s

�w�i�t�h�i�n� �5� �b�u�s�i�n�e�s�s� �d�a�y�s� �o�f� �i�n�i�t�i�a�l� �n�o�t�i�f�i�c�a�t�i�o�n� �o�f� �a�u�d�i�t� �f�o�r� �a�n�y� �r�e�a�s�o�n� �(�r�e�g�a�r�d�l�e�s�s� �o�f� �i�f� �t�h�e�y

�m�e�n�t�i�o�n� �t�h�e� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �s�t�u�d�i�e�s�)� �o�r� �e�l�s�e� �y�o�u�r� �a�u�d�i�t� �s�u�p�p�o�r�t� �w�i�l�l� �b�e� �c�o�n�s�i�d�e�r�e�d� �n�u�l�l

�a�n�d� �v�o�i�d�.� �D�o� �n�o�t� �r�e�s�p�o�n�d� �t�o� �t�h�e� �I�R�S� �r�e�g�a�r�d�i�n�g� �y�o�u�r� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �r�e�p�o�r�t�s� �u�n�t�i�l� �y�o�u

�h�a�v�e� �s�p�o�k�e�n� �t�o� �u�s�.� �F�a�i�l�i�n�g� �t�o� �d�o� �s�o� �m�a�y� �r�e�s�u�l�t� �i�n� �t�h�e� �f�o�r�f�e�i�t�u�r�e� �o�f� �y�o�u�r� �a�u�d�i�t� �s�u�p�p�o�r�t

�c�o�v�e�r�a�g�e�.� �W�e�'�l�l� �e�n�s�u�r�e� �a�l�l� �c�r�u�c�i�a�l� �d�o�c�u�m�e�n�t�s� �a�n�d� �c�l�a�r�i�f�i�c�a�t�i�o�n�s� �a�r�e� �p�r�o�v�i�d�e�d�,� �b�u�t� �d�i�r�e�c�t

�i�n�t�e�r�a�c�t�i�o�n�s� �w�i�t�h� �t�h�e� �I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �S�e�r�v�i�c�e� �a�b�o�u�t� �t�h�e� �s�t�u�d�y�'�s� �r�e�s�u�l�t�s� �w�i�l�l� �b�e

�u�n�d�e�r�t�a�k�e�n� �b�y� �y�o�u�r� �C�P�A� �o�r� �t�a�x� �a�t�t�o�r�n�e�y�.� �B�y� �c�h�o�o�s�i�n�g� �o�u�r� �a�u�d�i�t� �s�u�p�p�o�r�t� �s�e�r�v�i�c�e�,� �y�o�u

�a�c�k�n�o�w�l�e�d�g�e� �a�n�d� �a�g�r�e�e� �t�o� �t�h�e� �f�o�l�l�o�w�i�n�g� �t�e�r�m�s�:

Evidence Requirement �:� �Y�o�u� �a�r�e� �r�e�q�u�i�r�e�d� �t�o� �p�r�o�v�i�d�e� �b�o�t�h� �p�h�o�t�o�g�r�a�p�h�i�c� �a�n�d� �v�i�d�e�o

�e�v�i�d�e�n�c�e� �a�s� �d�i�r�e�c�t�e�d� �b�y� �C�o�s�t� �S�e�g�r�e�g�a�t�i�o�n� �S�p�e�c�i�a�l�i�s�t�s�,� �I�n�c�.� �f�o�r� �t�h�e� �p�u�r�p�o�s�e� �o�f� �a�u�d�i�t

�s�u�p�p�o�r�t�.

Documentation �:� �D�o�c�u�m�e�n�t� �t�h�e� �e�x�i�s�t�i�n�g� �c�o�n�d�i�t�i�o�n�s�,� �f�i�n�i�s�h�e�s�,� �a�n�d� �o�t�h�e�r� �r�e�l�e�v�a�n�t� �d�e�t�a�i�l�s

�o�f� �t�h�e� �b�u�i�l�d�i�n�g� �o�r� �s�i�t�e� �b�e�f�o�r�e� �a�n�d� �a�f�t�e�r� �a�n�y� �c�h�a�n�g�e�s� �a�r�e� �m�a�d�e� �u�s�i�n�g� �p�h�o�t�o�s

Compliance �:� �C�o�m�p�l�i�a�n�c�e� �w�i�t�h� �t�h�i�s� �e�v�i�d�e�n�c�e� �r�e�q�u�i�r�e�m�e�n�t� �i�s� �c�r�u�c�i�a�l�,� �a�s� �f�a�i�l�u�r�e� �t�o

�p�r�o�v�i�d�e� �t�h�e� �n�e�c�e�s�s�a�r�y� �e�v�i�d�e�n�c�e� �w�i�l�l� �v�o�i�d� �y�o�u�r� �a�u�d�i�t� �s�u�p�p�o�r�t� �c�o�v�e�r�a�g�e�.

�P�l�e�a�s�e� �n�o�t�e� �t�h�a�t� �w�h�i�l�e� �w�e� �a�r�e� �d�e�d�i�c�a�t�e�d� �t�o� �d�e�f�e�n�d�i�n�g� �a�n�d� �s�u�b�s�t�a�n�t�i�a�t�i�n�g� �o�u�r� �r�e�s�u�l�t�s�,� �w�e

�c�a�n�n�o�t� �g�u�a�r�a�n�t�e�e� �a�n�y� �s�p�e�c�i�f�i�c� �o�u�t�c�o�m�e�s� �d�u�r�i�n�g� �a�n� �a�u�d�i�t�.

�I�f� �y�o�u� �h�a�v�e� �a�n�y� �q�u�e�s�t�i�o�n�s� �o�r� �n�e�e�d� �f�u�r�t�h�e�r� �c�l�a�r�i�f�i�c�a�t�i�o�n�,� �p�l�e�a�s�e� �d�o�n�'�t� �h�e�s�i�t�a�t�e� �t�o� �r�e�a�c�h� �o�u�t



�t�o� �u�s�.� �Y�o�u� �c�a�n� �a�l�s�o� �f�i�n�d� �h�e�l�p�f�u�l� �e�x�a�m�p�l�e�s� �o�n� �o�u�r� �Y�o�u�T�u�b�e� �c�h�a�n�n�e�l�.



Form Inputs

Property Type :  Commercial

First Name :  John

Last Name :  Doe

Mobile :  (848) 301-1862

Email :  info@diycostseg.com 

Building Name :  Large Hotel 

Building Address :  123 Main St 

Building State :  FL

City :  Orlando

Country :  USA

Zip :  32401

Construction Type :  Purchase

Was There A 1031 Exchange? :  No 

Year Built :  2022

Year Purchased :  2024

Purchase Price :  1,800,000.00

Land Value :  180,000.00

Building Type :  Hotel

Building Square Feet :  14,543.00 

Developed Site Square Feet :  51,780.00 

Building Grade :  4.00

Number of Stories :  4.00

Irrigation :  Yes

Audit Defense :  Yes



Exterior Wall Construction Type :   Concrete Block With Brick 

Roof Covering Type :   Tar And Gravel Flat Roof 

Are there Fire Sprinklers? :   Yes 

Swimming Pool :   Yes 

Total Pool Outside not Including Deck :   700.00 

Total Guest Room Square Footage :   9,900.00 

Total Guest Rooms :   30.00 

Total Kitchen(s) :   30.00 

Are there Guest Rooms with Thru Wall A/C :   Yes 

Total Guest Rooms with Thru Wall A/C :   30.00 

Is there a Laundry Chute? :   Yes 

Total Washing Machines in Laundry Room :   10.00 

Total Dryers in Laundry Room :   10.00 

Is there a Kitchen? :   Yes 

Total Kitchen Area Square Footage :   150.00 

Is there a Walk In Cooler :   Yes 

Walk In Cooler Square Footage :   45.00 

Is there a Walk In Freezer :   Yes 

Walk In Freezer Square Footage :   50.00 

Is there an Exhaust Hood :   Yes 

Exhaust Hood with Fire Protection Square Footage :   45.00 

Is there a Grease Trap :   Yes 

Is the Grease Trap Outside :   Yes 

Is the Grease Trap Inside :   No 

Is there a Fitness Center :   Yes 

Total Square Footage of Fitness Center :   150.00 

Is there a Business Center :   Yes 

Total Square Footage of Business Center :   140.00 



Luxury Vinyl Tile Flooring Percentage : � � �5�0�.�0�0� 

Ceramic Hard Tile Flooring Percentage : � � �2�0�.�0�0� 

Carpeting Percentage : � � �3�0�.�0�0� 

Total Flooring Percentage : � � �1�0�0�.�0�0� 



�A� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �r�e�p�o�r�t� �s�h�o�u�l�d� �n�e�v�e�r� �b�e� �i�n�c�l�u�d�e�d� �w�i�t�h� �a�n�y� �t�a�x� �d�o�c�u�m�e�n�t�s� �s�e�n�t� �t�o� �t�h�e� �I�R�S� �a�s

�p�a�r�t� �o�f� �y�o�u�r� �i�n�i�t�i�a�l� �t�a�x� �r�e�t�u�r�n�/�a�m�e�n�d�e�d� �r�e�t�u�r�n� �o�r� �w�h�e�n� �f�i�l�i�n�g� �f�o�r�m� �3�1�1�5� �f�o�r� �a� �c�h�a�n�g�e� �o�f� �a�c�c�o�u�n�t�i�n�g

�s�e�c�t�i�o�n� �4�8�1�(�a�)� �a�d�j�u�s�t�m�e�n�t�.� �T�h�e� �o�n�l�y� �t�i�m�e� �a�n�y� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �r�e�p�o�r�t�s� �s�h�o�u�l�d� �b�e� �p�r�o�v�i�d�e�d� �t�o� �t�h�e

�I�R�S� �w�o�u�l�d� �b�e� �i�f� �t�h�e�y� �h�a�v�e� �r�e�q�u�e�s�t�e�d� �m�o�r�e� �i�n�f�o�r�m�a�t�i�o�n� �p�e�r�t�a�i�n�i�n�g� �t�o� �t�h�e� �c�o�s�t� �s�e�g�r�e�g�a�t�i�o�n� �a�s� �p�a�r�t

�o�f� �a�n� �a�u�d�i�t�.� �I�f� �y�o�u� �a�r�e� �s�u�b�j�e�c�t� �t�o� �a�n� �a�u�d�i�t� �a�n�d� �h�a�v�e� �p�u�r�c�h�a�s�e�d� �a�u�d�i�t� �s�u�p�p�o�r�t�,� �c�o�n�t�a�c�t� �u�s

�i�m�m�e�d�i�a�t�e�l�y�.� �W�e� �w�i�l�l� �t�h�e�n� �w�o�r�k� �w�i�t�h� �y�o�u� �t�o� �p�r�o�v�i�d�e� �t�h�e� �n�e�e�d�e�d� �i�n�f�o�r�m�a�t�i�o�n�.

�I�f� �y�o�u� �c�h�o�o�s�e� �t�o� �s�e�n�d� �t�h�e� �i�n�i�t�i�a�l� �r�e�p�o�r�t� �a�s� �p�a�r�t� �o�f� �y�o�u�r� �i�n�i�t�i�a�l� �t�a�x� �r�e�t�u�r�n� �o�r� �a�s� �p�a�r�t� �o�f� �f�o�r�m� �3�1�1�5�,� �a�u�d�i�t

�s�u�p�p�o�r�t�,� �i�f� �p�u�r�c�h�a�s�e�d�,� �i�s� �v�o�i�d�.

�I�f� �y�o�u�r� �b�u�i�l�d�i�n�g� �h�a�s� �p�r�e�v�i�o�u�s�l�y� �b�e�e�n� �p�l�a�c�e�d� �i�n�t�o� �s�e�r�v�i�c�e� �a�n�d� �y�o�u� �a�r�e� �n�o� �l�o�n�g�e�r� �e�l�i�g�i�b�l�e� �t�o� �a�m�e�n�d

�t�h�e� �r�e�t�u�r�n� �f�o�r� �w�h�i�c�h� �t�h�e� �b�u�i�l�d�i�n�g� �w�a�s� �p�l�a�c�e�d� �i�n�t�o� �s�e�r�v�i�c�e�,� �y�o�u� �o�r� �y�o�u�r� �C�P�A� �w�i�l�l� �n�e�e�d� �t�o� �f�i�l�e� �f�o�r�m� �3�1�1�5

�f�o�r� �a� �s�e�c�t�i�o�n� �4�8�1�A� �a�d�j�u�s�t�m�e�n�t�.� �F�o�r� �y�o�u�r� �c�o�n�v�e�n�i�e�n�c�e� �y�o�u� �c�a�n� �d�o�w�n�l�o�a�d� �a�n�d� �p�r�i�n�t� �f�o�r�m� �3�1�1�5� �a�n�d

�t�h�e� �i�n�s�t�r�u�c�t�i�o�n�s� �f�o�r� �f�o�r�m� �3�1�1�5� �b�y� �c�l�i�c�k�i�n�g� �t�h�e� �f�o�l�l�o�w�i�n�g� �l�i�n�k�s�:

�F�o�r�m� �3�1�1�5�:� �h�t�t�p�s�:�/�/�w�w�w�.�i�r�s�.�g�o�v�/�p�u�b�/�i�r�s�-�p�d�f�/�f�3�1�1�5�.�p�d�f

�I�n�s�t�r�u�c�t�i�o�n�s� �f�o�r� �F�o�r�m� �3�1�1�5�:� �h�t�t�p�s�:�/�/�w�w�w�.�i�r�s�.�g�o�v�/�p�u�b�/�i�r�s�-�p�d�f�/�i�3�1�1�5�.�p�d�f

PURCHASE PRICE ALLOCATION & IMPROVEMENTS

�T�h�e� �p�u�r�p�o�s�e� �o�f� �t�h�i�s� �a�n�a�l�y�s�i�s� �w�a�s� �t�o� �a�r�r�i�v�e�,� �t�h�r�o�u�g�h� �a�c�c�e�p�t�e�d� �m�e�t�h�o�d�s�,� �a�t� �a�n� �e�s�t�i�m�a�t�e� �o�f� �t�h�e

�p�u�r�c�h�a�s�e� �p�r�i�c�e� �a�l�l�o�c�a�t�i�o�n� �f�o�r� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �l�o�c�a�t�e�d� �a�t� �t�h�e� �s�u�b�j�e�c�t� �p�r�o�p�e�r�t�y�.

�T�h�e� �s�c�o�p�e� �o�f� �t�h�i�s� �a�n�a�l�y�s�i�s� �i�n�c�l�u�d�e�d� �t�h�e� �s�y�s�t�e�m�a�t�i�c� �r�e�s�e�a�r�c�h� �a�n�d� �a�n�a�l�y�s�i�s� �n�e�c�e�s�s�a�r�y� �t�o� �r�e�a�c�h� �o�u�r

�c�o�n�c�l�u�s�i�o�n�.� �T�h�e� �i�n�i�t�i�a�l� �s�t�e�p� �w�a�s� �t�o� �g�a�t�h�e�r� �i�n�f�o�r�m�a�t�i�o�n� �p�e�r�t�i�n�e�n�t� �t�o� �t�h�e� �p�r�o�p�e�r�t�y� �a�n�d� �c�o�n�d�u�c�t

�r�e�s�e�a�r�c�h� �r�e�l�e�v�a�n�t� �t�o� �t�h�e� �a�l�l�o�c�a�t�i�o�n� �p�r�o�c�e�s�s�,� �i�n�c�l�u�d�i�n�g� �r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t�s�,� �a�n�d� �d�e�p�r�e�c�i�a�t�i�o�n

�c�h�a�r�a�c�t�e�r�i�s�t�i�c�s�.

�R�e�p�l�a�c�e�m�e�n�t� �C�o�s�t� �N�e�w� �L�e�s�s� �D�e�p�r�e�c�i�a�t�i�o�n� �(�R�C�N�L�D�)�,� �w�h�i�c�h� �i�s� �c�o�n�s�i�d�e�r�e�d� �t�o� �b�e� �t�h�e� �m�o�s�t� �r�e�l�i�a�b�l�e

�a�n�d� �a�p�p�r�o�p�r�i�a�t�e� �m�e�t�h�o�d� �f�o�r� �t�h�i�s� �a�l�l�o�c�a�t�i�o�n�,� �w�a�s� �u�s�e�d� �a�s� �a�n� �i�n�t�e�g�r�a�l� �p�a�r�t� �o�f� �C�o�s�t� �S�e�g�r�e�g�a�t�i�o�n

�S�p�e�c�i�a�l�i�s�t�s�,� �I�n�c�.�'�s� �f�i�n�a�l� �a�l�l�o�c�a�t�i�o�n� �e�s�t�i�m�a�t�e�.� �I�n� �o�r�d�e�r� �t�o� �r�e�a�c�h� �t�h�e� �R�C�N�L�D� �r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t� �n�e�w� �i�s

�e�s�t�i�m�a�t�e�d� �o�n� �t�h�e� �b�a�s�i�s� �o�f� �t�h�e� �c�u�r�r�e�n�t� �a�c�c�e�p�t�e�d� �p�r�i�c�i�n�g� �m�e�t�h�o�d�s� �a�n�d� �q�u�a�n�t�i�t�y� �s�u�r�v�e�y� �o�f� �t�h�e

�c�o�m�p�o�n�e�n�t� �p�a�r�t�s� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s�.� �T�h�e� �r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t� �n�e�w� �i�s� �t�h�e�n� �a�d�j�u�s�t�e�d� �d�o�w�n� �f�o�r

�a�c�c�r�u�e�d� �d�e�p�r�e�c�i�a�t�i�o�n� �f�r�o�m� �a�l�l� �s�o�u�r�c�e�s� �e�s�t�i�m�a�t�e�d� �t�h�u�s� �a�r�r�i�v�i�n�g� �a�t� �R�C�N�L�D�.

�T�h�e� �f�i�n�a�l� �s�t�e�p� �i�n� �t�h�e� �p�r�o�c�e�s�s� �i�s� �t�h�e� �R�e�c�o�n�c�i�l�i�a�t�i�o�n�.� �I�n� �t�h�i�s� �p�r�o�c�e�s�s� �w�e� �h�a�v�e� �c�o�n�s�i�d�e�r�e�d� �t�h�e� �r�e�l�a�t�i�v�e

�a�p�p�l�i�c�a�b�i�l�i�t�y� �o�f� �t�h�e� �t�e�c�h�n�i�q�u�e�s� �u�s�e�d� �i�n� �o�r�d�e�r� �t�o� �p�r�o�d�u�c�e� �t�h�e� �m�o�s�t� �r�e�l�i�a�b�l�e� �e�s�t�i�m�a�t�e� �o�f� �t�h�e

�p�u�r�c�h�a�s�e� �p�r�i�c�e� �a�l�l�o�c�a�t�i�o�n� �v�a�l�u�e�s�.� �W�e� �h�a�v�e� �c�o�n�s�i�d�e�r�e�d� �t�h�e� �q�u�a�n�t�i�t�i�e�s�,� �q�u�a�l�i�t�i�e�s�,� �a�n�d� �c�o�n�d�i�t�i�o�n� �o�f

�t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �a�s� �w�e�l�l� �a�s� �t�h�e� �a�d�e�q�u�a�c�y� �a�n�d� �r�e�l�i�a�b�i�l�i�t�y� �o�f� �t�h�e� �g�i�v�e�n� �d�a�t�a�.� �W�e� �h�a�v�e� �r�e�c�o�n�c�i�l�e�d

�t�h�e� �R�C�N�L�D� �t�o� �v�a�l�u�e� �t�h�a�t� �h�a�s� �b�e�e�n� �a�s�s�i�g�n�e�d� �t�o� �a�l�l� �i�m�p�r�o�v�e�m�e�n�t�s� �o�n� �a� �p�r�o�-�r�a�t�a� �b�a�s�i�s�.

�T�h�e� �R�C�N�L�D� �m�e�t�h�o�d�o�l�o�g�y� �a�l�l�o�w�s� �d�i�s�c�r�e�t�e� �i�d�e�n�t�i�f�i�c�a�t�i�o�n� �o�f� �c�a�p�i�t�a�l� �c�o�s�t�s� �a�n�d� �v�a�l�u�e� �e�s�t�i�m�a�t�e�s� �f�o�r

�e�a�c�h� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s�.� �T�h�i�s� �a�p�p�r�o�a�c�h� �u�s�e�s� �t�h�e� �c�o�n�c�e�p�t� �o�f� �r�e�p�l�a�c�e�m�e�n�t� �a�s� �a�n� �i�n�d�i�c�a�t�i�o�n� �o�f

https://www.irs.gov/pub/irs-pdf/f3115.pdf
https://www.irs.gov/pub/irs-pdf/i3115.pdf


�v�a�l�u�e� �a�n�d� �a�s�s�u�m�e�s� �t�h�a�t� �a� �p�r�u�d�e�n�t� �i�n�v�e�s�t�o�r� �w�o�u�l�d� �p�a�y� �n�o� �m�o�r�e� �f�o�r� �a�n� �e�x�i�s�t�i�n�g� �a�s�s�e�t� �t�h�a�n� �t�h�e� �c�o�s�t

�t�o� �a�c�q�u�i�r�e� �a� �n�e�w� �o�n�e�.� �T�h�e� �r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t� �n�e�w� �i�s� �a�d�j�u�s�t�e�d� �f�o�r� �l�o�s�s� �i�n� �v�a�l�u�e� �(�e�s�t�i�m�a�t�e�d

�d�e�p�r�e�c�i�a�t�i�o�n�)� �c�a�u�s�e�d� �b�y� �a� �v�a�r�i�e�t�y� �o�f� �f�a�c�t�o�r�s�.

�O�u�r� �o�p�i�n�i�o�n� �o�f� �v�a�l�u�e� �i�s� �b�a�s�e�d� �o�n� �o�u�r� �a�n�a�l�y�s�i�s� �a�n�d� �o�u�r� �e�x�p�e�r�i�e�n�c�e� �f�o�r� �t�h�e� �v�a�l�u�a�t�i�o�n� �u�n�d�e�r� �t�h�e

�p�r�e�m�i�s�e� �c�o�n�t�i�n�u�e�d� �u�s�e� �i�n� �p�l�a�c�e�.� �I�n� �a�l�l� �c�a�s�e�s�,� �i�t�e�m�s� �n�o�t� �i�n� �u�s�e� �w�e�r�e� �a�s�s�i�g�n�e�d� �n�o� �v�a�l�u�e�.� �N�o� �a�n�a�l�y�s�i�s

�w�a�s� �p�e�r�f�o�r�m�e�d� �b�y� �C�o�s�t� �S�e�g�r�e�g�a�t�i�o�n� �S�p�e�c�i�a�l�i�s�t�s�,� �I�n�c�.� �t�o� �q�u�a�n�t�i�f�y� �a�n�y� �c�o�s�t�s� �o�f� �l�i�q�u�i�d�a�t�i�o�n�.

�A�c�c�o�r�d�i�n�g�l�y�,� �l�i�q�u�i�d�a�t�i�o�n� �c�o�s�t�s� �a�s�s�o�c�i�a�t�e�d� �w�i�t�h� �r�e�m�o�v�a�l� �a�n�d� �c�l�e�a�n� �u�p� �a�r�e� �n�o�t� �i�n�c�l�u�d�e�d� �i�n� �t�h�i�s

�a�l�l�o�c�a�t�i�o�n�.

VALUATION PROCEDURES AND WORK PERFORMED

�W�e� �h�a�v�e� �p�e�r�f�o�r�m�e�d� �t�h�e� �f�o�l�l�o�w�i�n�g� �p�r�o�c�e�d�u�r�e�s� �i�n� �t�h�e� �p�r�o�c�e�s�s� �o�f� �c�o�n�d�u�c�t�i�n�g� �o�u�r� �a�n�a�l�y�s�i�s�:

�S�e�g�r�e�g�a�t�e�d� �t�h�e� �a�c�q�u�i�s�i�t�i�o�n�,� �s�e�t�t�l�e�m�e�n�t� �c�o�s�t�s� �a�n�d� �o�t�h�e�r� �r�e�l�a�t�e�d� �c�o�s�t�s� �f�o�r� �t�h�e� �v�a�r�i�o�u�s

�c�o�m�p�o�n�e�n�t�s� �o�f� �p�r�o�p�e�r�t�y� �a�c�c�o�r�d�i�n�g� �t�o� �t�h�e�i�r� �f�u�n�c�t�i�o�n�s�.

�I�t�e�m�i�z�e�d� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �l�o�c�a�t�e�d� �a�t� �t�h�e� �s�u�b�j�e�c�t� �p�r�o�p�e�r�t�y�.

�I�d�e�n�t�i�f�i�e�d� �a�n�d� �c�l�a�s�s�i�f�y� �r�e�c�o�v�e�r�y� �p�r�o�p�e�r�t�y� �i�n�t�o� �t�h�e� �r�e�c�o�v�e�r�y� �c�l�a�s�s�e�s� �d�e�f�i�n�e�d� �i�n� �t�h�e� �1�9�8�6� �T�a�x

�R�e�f�o�r�m� �A�c�t� �(�t�h�e� �"�A�c�t�"� �o�r� �"�T�R�A� �8�6�"�)� �C�o�s�t� �R�e�c�o�v�e�r�y� �S�y�s�t�e�m� �a�n�d� �t�h�e� �O�m�n�i�b�u�s� �B�u�d�g�e�t

�R�e�c�o�n�c�i�l�i�a�t�i�o�n� �A�c�t� �o�f� �1�9�9�3�.

�I�d�e�n�t�i�f�i�e�d� �t�h�o�s�e� �c�o�m�p�o�n�e�n�t�s� �a�n�d� �t�h�e�i�r� �r�e�s�p�e�c�t�i�v�e� �c�o�s�t�s� �w�h�i�c�h�,� �u�n�d�e�r� �t�h�e� �p�r�o�v�i�s�i�o�n�s� �o�f� �t�h�e

�I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �C�o�d�e� �(�t�h�e� �"�C�o�d�e�"�)�,� �a�r�e� �c�o�n�s�i�d�e�r�e�d� �t�o� �b�e� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y� �a�n�d� �t�h�o�s�e

�c�o�n�s�i�d�e�r�e�d� �t�o� �b�e� �S�e�c�t�i�o�n� �1�2�5�0� �p�r�o�p�e�r�t�y�.� �U�s�i�n�g� �t�h�e� �c�u�r�r�e�n�t� �l�a�b�o�r� �a�n�d� �m�a�t�e�r�i�a�l� �r�a�t�e�s� �f�o�r� �t�h�e

�l�o�c�a�l� �a�r�e�a�,� �t�h�e� �c�o�s�t�s� �t�o� �r�e�p�r�o�d�u�c�e� �t�h�e� �f�a�c�i�l�i�t�y� �w�e�r�e� �e�s�t�i�m�a�t�e�d�.� �W�e� �i�d�e�n�t�i�f�i�e�d� �e�l�e�c�t�r�i�c�a�l�,

�m�e�c�h�a�n�i�c�a�l�,� �p�l�u�m�b�i�n�g�,� �a�n�d� �o�t�h�e�r� �s�u�p�p�o�r�t� �c�o�s�t�s� �r�e�l�a�t�i�n�g� �t�o� �p�r�o�p�e�r�t�y� �q�u�a�l�i�f�y�i�n�g� �f�o�r� �s�h�o�r�t�e�r� �c�o�s�t

�r�e�c�o�v�e�r�y� �p�e�r�i�o�d� �d�e�p�r�e�c�i�a�t�i�o�n�.� �W�e� �r�e�v�i�e�w�e�d� �e�x�i�s�t�i�n�g� �t�a�x� �a�u�t�h�o�r�i�t�i�e�s�,� �c�a�s�e� �l�a�w�,� �a�n�d� �I�n�t�e�r�n�a�l

�R�e�v�e�n�u�e� �S�e�r�v�i�c�e� �r�u�l�i�n�g�s� �t�o� �d�e�t�e�r�m�i�n�e� �q�u�a�l�i�f�y�i�n�g� �a�s�s�e�t�s�.

�I�d�e�n�t�i�f�i�e�d� �t�h�e� �p�h�y�s�i�c�a�l� �d�e�p�r�e�c�i�a�t�i�o�n� �f�o�r� �t�h�e� �b�u�i�l�d�i�n�g� �c�o�m�p�o�n�e�n�t�s�,� �a�s� �w�e�l�l� �a�s� �e�c�o�n�o�m�i�c� �u�s�e�f�u�l

�l�i�f�e� �a�n�d� �t�h�e� �r�e�m�a�i�n�i�n�g� �u�s�e�f�u�l� �l�i�f�e�.� �T�h�i�s� �i�n�f�o�r�m�a�t�i�o�n� �w�a�s� �u�s�e�d� �t�o� �d�e�t�e�r�m�i�n�e� �t�h�e� �r�e�l�a�t�i�v�e� �F�a�i�r

�M�a�r�k�e�t� �V�a�l�u�e� �f�o�r� �e�a�c�h� �c�o�m�p�o�n�e�n�t� �c�o�s�t� �o�f� �t�h�e� �i�d�e�n�t�i�f�i�e�d� �S�e�c�t�i�o�n� �1�2�4�5� �a�n�d� �S�e�c�t�i�o�n� �1�2�5�0

�p�r�o�p�e�r�t�y� �i�t�e�m�.

�A�l�l�o�c�a�t�e�d� �t�h�e� �p�u�r�c�h�a�s�e� �p�r�i�c�e� �b�a�s�e�d� �o�n� �t�h�e� �d�e�t�e�r�m�i�n�e�d� �r�e�l�a�t�i�v�e� �f�a�i�r� �m�a�r�k�e�t� �v�a�l�u�e�s� �f�o�r� �t�h�e

�b�u�i�l�d�i�n�g� �c�o�m�p�o�n�e�n�t�s�,� �a�s�s�u�m�i�n�g� �t�h�e� �p�r�e�m�i�s�e� �o�f�  ��U�s�e� �V�a�l�u�e �� �a�s� �p�a�r�t� �o�f� �a� �g�o�i�n�g� �c�o�n�c�e�r�n�,� �u�s�i�n�g

�t�h�e� �a�p�p�r�o�p�r�i�a�t�e� �m�e�t�h�o�d�o�l�o�g�y�.

INFORMATION SOURCES

�W�e� �h�a�v�e� �r�e�l�i�e�d� �o�n� �t�h�e� �f�o�l�l�o�w�i�n�g� �i�n�f�o�r�m�a�t�i�o�n�a�l� �s�o�u�r�c�e�s� �r�e�l�a�t�e�d� �t�o� �t�h�e� �l�a�n�d� �i�m�p�r�o�v�e�m�e�n�t�s� �a�n�d

�b�u�i�l�d�i�n�g� �i�m�p�r�o�v�e�m�e�n�t� �v�a�l�u�e�s� �i�n�c�l�u�d�e�d� �i�n� �t�h�i�s� �r�e�p�o�r�t�:



�D�a�t�a� �o�n� �n�a�t�i�o�n�a�l� �a�n�d� �r�e�g�i�o�n�a�l� �c�o�n�s�t�r�u�c�t�i�o�n� �c�o�s�t�s� �w�a�s� �o�b�t�a�i�n�e�d� �f�r�o�m� �d�a�t�a� �p�u�b�l�i�s�h�e�d� �b�y

�M�a�r�s�h�a�l�l� �V�a�l�u�a�t�i�o�n� �S�e�r�v�i�c�e� �a�n�d� �R�.�S�.� �M�e�a�n�s� �C�o�m�p�a�n�y�,� �I�n�c�.� �F�a�c�i�l�i�t�i�e�s� �C�o�n�s�t�r�u�c�t�i�o�n� �C�o�s�t� �D�a�t�a�,

�d�a�t�a� �p�u�b�l�i�s�h�e�d� �b�y� �M�a�r�s�h�a�l�l� �V�a�l�u�a�t�i�o�n� �S�e�r�v�i�c�e�s�,� �a�n�d� �o�u�r� �p�r�o�f�e�s�s�i�o�n�a�l� �e�x�p�e�r�i�e�n�c�e� �w�e�r�e� �u�s�e�d� �a�s

�a� �g�u�i�d�e�l�i�n�e� �t�o� �d�e�r�i�v�e� �t�h�e� �t�y�p�i�c�a�l� �r�e�p�r�o�d�u�c�t�i�o�n� �c�o�s�t�s� �a�n�d� �l�i�f�e� �e�x�p�e�c�t�a�n�c�i�e�s� �f�o�r� �t�h�e

�i�m�p�r�o�v�e�m�e�n�t�s�.

MAINTENANCE OF RECORDS AND TAX TREATMENT OF RELATED ITEMS

�O�u�r� �c�o�n�c�l�u�s�i�o�n�s� �a�r�e� �b�a�s�e�d� �o�n� �t�h�e� �c�o�m�p�l�e�t�e�n�e�s�s� �a�n�d� �a�c�c�u�r�a�c�y� �o�f� �t�h�e� �f�a�c�t�s� �a�n�d� �a�s�s�u�m�p�t�i�o�n�s

�c�o�n�t�a�i�n�e�d� �i�n� �t�h�i�s� �r�e�p�o�r�t�.� �I�f� �a�n�y� �o�f� �t�h�e� �f�o�r�e�g�o�i�n�g� �i�s� �n�o�t� �e�n�t�i�r�e�l�y� �c�o�m�p�l�e�t�e� �o�r� �a�c�c�u�r�a�t�e�,� �i�t� �i�s

�i�m�p�e�r�a�t�i�v�e� �t�h�a�t� �w�e� �a�r�e� �i�n�f�o�r�m�e�d� �i�m�m�e�d�i�a�t�e�l�y�,� �a�s� �t�h�e� �i�n�a�c�c�u�r�a�c�y� �o�r� �i�n�c�o�m�p�l�e�t�e�n�e�s�s� �c�o�u�l�d� �h�a�v�e� �a

�m�a�t�e�r�i�a�l� �e�f�f�e�c�t� �o�n� �o�u�r� �c�o�n�c�l�u�s�i�o�n�s�.� �W�e� �a�r�e� �r�e�l�y�i�n�g� �u�p�o�n� �t�h�e� �r�e�l�e�v�a�n�t� �p�r�o�v�i�s�i�o�n�s� �o�f� �t�h�e� �I�n�t�e�r�n�a�l

�R�e�v�e�n�u�e� �c�o�d�e� �o�f� �1�9�8�6� �a�s� �a�m�e�n�d�e�d� �t�h�e� �r�e�g�u�l�a�t�i�o�n�s� �t�h�e�r�e�u�n�d�e�r�,� �a�n�d� �j�u�d�i�c�i�a�l� �a�n�d� �a�d�m�i�n�i�s�t�r�a�t�i�v�e

�i�n�t�e�r�p�r�e�t�a�t�i�o�n�s� �t�h�e�r�e�o�f�,� �w�h�i�c�h� �a�r�e� �s�u�b�j�e�c�t� �t�o� �c�h�a�n�g�e� �o�r� �m�o�d�i�f�i�c�a�t�i�o�n� �b�y� �s�u�b�s�e�q�u�e�n�t� �l�e�g�i�s�l�a�t�i�v�e�,

�r�e�g�u�l�a�t�o�r�y�,� �a�d�m�i�n�i�s�t�r�a�t�i�v�e�,� �o�r� �j�u�d�i�c�i�a�l� �d�e�c�i�s�i�o�n�s�.� �A�n�y� �s�u�c�h� �c�h�a�n�g�e�s� �c�o�u�l�d� �a�l�s�o� �h�a�v�e� �a�n� �e�f�f�e�c�t� �o�n

�t�h�e� �v�a�l�i�d�i�t�y� �o�f� �o�u�r� �c�o�n�c�l�u�s�i�o�n�s�.� �U�n�l�e�s�s� �y�o�u� �s�p�e�c�i�f�i�c�a�l�l�y� �r�e�q�u�e�s�t�,� �w�e� �w�i�l�l� �n�o�t� �u�p�d�a�t�e� �o�u�r� �a�d�v�i�c�e� �f�o�r

�s�u�b�s�e�q�u�e�n�t� �c�h�a�n�g�e�s� �o�r� �m�o�d�i�f�i�c�a�t�i�o�n�s� �t�o� �t�h�e� �l�a�w� �a�n�d� �r�e�g�u�l�a�t�i�o�n�s� �o�r� �t�h�e� �j�u�d�i�c�i�a�l� �a�n�d

�a�d�m�i�n�i�s�t�r�a�t�i�v�e� �i�n�t�e�r�p�r�e�t�a�t�i�o�n�s� �t�h�e�r�e�o�f�.

�R�e�g�u�l�a�t�i�o�n�s� �r�e�q�u�i�r�e� �t�h�a�t� �a� �t�a�x�p�a�y�e�r�'�s� �r�e�c�o�r�d�s� �s�h�o�w� �t�h�e� �c�o�s�t� �b�a�s�i�s� �a�n�d� �d�e�p�r�e�c�i�a�t�i�o�n� �a�l�l�o�w�a�n�c�e� �f�o�r

�e�a�c�h� �i�t�e�m�.� �A�c�c�o�r�d�i�n�g�l�y�,� �w�e� �r�e�c�o�m�m�e�n�d� �t�h�a�t� �y�o�u� �m�a�i�n�t�a�i�n� �s�u�f�f�i�c�i�e�n�t� �r�e�c�o�r�d�s� �a�n�d� �d�o�c�u�m�e�n�t�a�t�i�o�n

�t�o� �m�e�e�t� �t�h�i�s� �r�e�q�u�i�r�e�m�e�n�t�.� �D�o�c�u�m�e�n�t�a�t�i�o�n� �t�o� �s�u�p�p�o�r�t� �o�u�r� �r�e�c�o�m�m�e�n�d�a�t�i�o�n�s� �a�n�d� �s�c�h�e�d�u�l�e�s� �w�i�l�l� �b�e

�m�a�i�n�t�a�i�n�e�d� �b�y� �u�s� �i�n� �a�n� �o�r�g�a�n�i�z�e�d� �f�i�l�e� �u�n�t�i�l� �t�h�e� �c�u�r�r�e�n�t� �t�a�x� �y�e�a�r� �i�s� �n�o� �l�o�n�g�e�r� �o�p�e�n� �f�o�r� �a�u�d�i�t� �b�y� �t�h�e

�I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �S�e�r�v�i�c�e�.

CAPITAL RECOVERY SYSTEM

�T�h�e� �E�c�o�n�o�m�i�c� �R�e�c�o�v�e�r�y� �T�a�x� �A�c�t� �o�f� �1�9�8�1�,� �t�h�e� �T�a�x� �E�q�u�i�t�y� �a�n�d� �F�i�s�c�a�l� �R�e�s�p�o�n�s�i�b�i�l�i�t�y� �A�c�t� �o�f� �1�9�8�2� �(�T�E�F�R�A�)�,

�t�h�e� �D�e�f�i�c�i�t� �R�e�d�u�c�t�i�o�n� �A�c�t� �o�f� �1�9�8�4�,� �t�h�e� �T�a�x� �R�e�f�o�r�m� �A�c�t� �o�f� �1�9�8�6�,� �t�h�e� �R�e�v�e�n�u�e� �A�c�t� �o�f� �1�9�8�7�,� �t�h�e� �O�m�n�i�b�u�s

�B�u�d�g�e�t� �R�e�c�o�n�c�i�l�i�a�t�i�o�n� �A�c�t� �o�f� �1�9�8�9� �a�n�d� �t�h�e� �O�m�n�i�b�u�s� �B�u�d�g�e�t� �R�e�c�o�n�c�i�l�i�a�t�i�o�n� �A�c�t� �o�f� �1�9�9�3�,� �p�e�r�m�i�t

�t�a�x�p�a�y�e�r�s� �c�e�r�t�a�i�n� �o�p�t�i�o�n�s� �w�i�t�h� �r�e�s�p�e�c�t� �t�o� �c�o�s�t� �r�e�c�o�v�e�r�y�.� �T�h�e� �T�a�x� �R�e�f�o�r�m� �A�c�t� �o�f� �1�9�8�6� �m�o�d�i�f�i�e�d� �t�h�e

�A�c�c�e�l�e�r�a�t�e�d� �C�o�s�t� �R�e�c�o�v�e�r�y� �S�y�s�t�e�m� �f�o�r� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �a�f�t�e�r� �D�e�c�e�m�b�e�r� �3�1�,� �1�9�8�6�,� �w�i�t�h

�t�r�a�n�s�i�t�i�o�n�a�l� �r�u�l�e�s� �t�i�e�d� �t�o� �b�i�n�d�i�n�g� �c�o�n�t�r�a�c�t� �d�a�t�e�s�.� �F�o�r� �t�h�i�s� �r�e�p�o�r�t�,� �w�e� �e�x�a�m�i�n�e�d� �e�x�i�s�t�i�n�g� �t�a�x

�a�u�t�h�o�r�i�t�i�e�s�,� �c�a�s�e� �l�a�w�,� �a�n�d� �I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �S�e�r�v�i�c�e� �r�u�l�i�n�g�s� �t�o� �e�n�s�u�r�e� �t�h�a�t� �t�h�e� �o�w�n�e�r ��s� �c�o�s�t

�r�e�c�o�v�e�r�y� �b�e�n�e�f�i�t�s� �o�n� �t�h�e� �p�r�o�p�e�r�t�y� �a�r�e� �m�a�x�i�m�i�z�e�d� �u�n�d�e�r� �c�u�r�r�e�n�t� �r�e�g�u�l�a�t�i�o�n�s�.

�T�h�e� �T�a�x� �R�e�f�o�r�m� �A�c�t� �o�f� �1�9�8�6� �(�"�T�R�A� �8�6�"�)� �r�e�q�u�i�r�e�s� �t�h�a�t� �t�a�x�p�a�y�e�r�s� �u�s�e� �a� �M�o�d�i�f�i�e�d� �A�c�c�e�l�e�r�a�t�e�d� �C�o�s�t

�R�e�c�o�v�e�r�y� �S�y�s�t�e�m� �(�"�M�A�C�R�S�"�)� �o�f� �d�e�p�r�e�c�i�a�t�i�o�n� �f�o�r� �m�o�s�t� �t�a�n�g�i�b�l�e� �d�e�p�r�e�c�i�a�b�l�e� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n

�s�e�r�v�i�c�e� �a�f�t�e�r� �D�e�c�e�m�b�e�r� �3�1�,� �1�9�8�6�.� �T�h�e� �d�e�d�u�c�t�i�o�n� �f�o�r� �d�e�p�r�e�c�i�a�t�i�o�n� �o�f� �M�A�C�R�S� �p�r�o�p�e�r�t�y� �i�s� �d�e�t�e�r�m�i�n�e�d



�b�y� �u�s�i�n�g� �t�h�e� �a�p�p�l�i�c�a�b�l�e� �m�e�t�h�o�d�,� �t�h�e� �a�p�p�l�i�c�a�b�l�e� �r�e�c�o�v�e�r�y� �p�e�r�i�o�d�,� �a�n�d� �t�h�e� �a�p�p�l�i�c�a�b�l�e� �c�o�n�v�e�n�t�i�o�n�.

�W�h�i�c�h� �c�a�t�e�g�o�r�y� �a�p�p�l�i�e�s� �t�o� �a� �p�a�r�t�i�c�u�l�a�r� �p�r�o�p�e�r�t�y� �i�s� �b�a�s�e�d� �u�p�o�n� �t�h�e� �c�l�a�s�s� �i�n�t�o� �w�h�i�c�h� �t�h�e� �p�r�o�p�e�r�t�y

�f�a�l�l�s�.� �T�h�e� �t�a�x�p�a�y�e�r� �m�u�s�t� �f�u�r�t�h�e�r� �i�d�e�n�t�i�f�y� �t�h�e� �a�s�s�e�t� �d�e�p�r�e�c�i�a�t�i�o�n� �r�a�n�g�e� �(�"�A�D�R�"�)� �c�l�a�s�s� �w�h�i�c�h� �i�s

�a�p�p�r�o�p�r�i�a�t�e� �f�o�r� �t�h�e� �a�s�s�e�t� �c�l�a�s�s� �i�n� �o�r�d�e�r� �t�o� �e�s�t�a�b�l�i�s�h� �a�n� �A�D�R� �m�i�d�p�o�i�n�t� �l�i�f�e�.� �T�h�e� �a�p�p�r�o�p�r�i�a�t�e� �A�D�R

�m�i�d�p�o�i�n�t� �l�i�f�e� �i�s� �c�r�o�s�s�-�r�e�f�e�r�e�n�c�e�d� �t�o� �t�h�e� �e�i�g�h�t� �r�e�c�o�v�e�r�y� �c�l�a�s�s�e�s� �o�f� �p�r�o�p�e�r�t�y� �a�s� �o�u�t�l�i�n�e�d� �i�n� �t�h�e� �T�R�A

�8�6�.

�E�a�c�h� �i�t�e�m� �o�f� �p�r�o�p�e�r�t�y� �i�s� �a�s�s�i�g�n�e�d� �t�o� �o�n�e� �o�f� �t�h�e� �f�o�l�l�o�w�i�n�g� �c�l�a�s�s�e�s�:

3-Year Property

�I�n� �g�e�n�e�r�a�l�,� �t�h�r�e�e�-�y�e�a�r� �p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�f� �f�o�u�r� �y�e�a�r�s� �o�r� �l�e�s�s�.

5- Year Property

�F�i�v�e�-�y�e�a�r� �p�r�o�p�e�r�t�y� �g�e�n�e�r�a�l�l�y� �i�n�c�l�u�d�e�s� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�f� �m�o�r�e� �t�h�a�n� �f�o�u�r� �a�n�d

�l�e�s�s� �t�h�a�n� �t�e�n� �y�e�a�r�s�.� �S�p�e�c�i�f�i�c�a�l�l�y� �a�d�d�e�d� �t�o� �t�h�i�s� �c�l�a�s�s� �a�r�e� �t�h�e� �f�o�l�l�o�w�i�n�g�:

�C�a�r�s

�L�i�g�h�t� �g�e�n�e�r�a�l�-�p�u�r�p�o�s�e� �t�r�u�c�k�s

�Q�u�a�l�i�f�i�e�d� �t�e�c�h�n�o�l�o�g�i�c�a�l� �e�q�u�i�p�m�e�n�t

�C�o�m�p�u�t�e�r�-�b�a�s�e�d� �t�e�l�e�p�h�o�n�e� �c�e�n�t�r�a�l� �o�f�f�i�c�e� �s�w�i�t�c�h�i�n�g� �e�q�u�i�p�m�e�n�t

�R�e�s�e�a�r�c�h� �a�n�d� �e�x�p�e�r�i�m�e�n�t�a�l� �p�r�o�p�e�r�t�y

�S�e�m�i�-�c�o�n�d�u�c�t�o�r� �m�a�n�u�f�a�c�t�u�r�i�n�g� �e�q�u�i�p�m�e�n�t

�G�e�o�t�h�e�r�m�a�l�,� �o�c�e�a�n� �t�h�e�r�m�a�l�,� �s�o�l�a�r�,� �a�n�d� �w�i�n�d� �e�n�e�r�g�y� �p�r�o�p�e�r�t�i�e�s

7-Year Property

�S�e�v�e�n�-�y�e�a�r� �p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�f� �1�0� �y�e�a�r�s� �o�r� �m�o�r�e� �b�u�t� �l�e�s�s

�t�h�a�n� �1�6� �y�e�a�r�s�.� �S�u�c�h� �p�r�o�p�e�r�t�y� �a�l�s�o� �i�n�c�l�u�d�e�s� �a�n�y� �r�a�i�l�r�o�a�d� �t�r�a�c�k� �a�n�d� �p�r�o�p�e�r�t�y� �t�h�a�t� �d�o�e�s� �n�o�t

�h�a�v�e� �a� �c�l�a�s�s� �l�i�f�e� �a�n�d� �i�s� �n�o�t� �o�t�h�e�r�w�i�s�e� �c�l�a�s�s�i�f�i�e�d�.

10-Year Property

�G�e�n�e�r�a�l�l�y�,� �1�0�-�y�e�a�r� �p�r�o�p�e�r�t�y� �i�s� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�f� �1�6� �y�e�a�r�s� �o�r� �m�o�r�e� �a�n�d� �l�e�s�s

�t�h�a�n� �2�0� �y�e�a�r�s�,� �s�i�n�g�l�e�-�p�u�r�p�o�s�e� �a�g�r�i�c�u�l�t�u�r�a�l� �o�r� �h�o�r�t�i�c�u�l�t�u�r�a�l� �s�t�r�u�c�t�u�r�e�s� �a�n�d� �a�n�y� �t�r�e�e� �o�r� �v�i�n�e

�b�e�a�r�i�n�g� �f�r�u�i�t� �o�r� �n�u�t�s�.

15-Year Property

�I�n�c�l�u�d�e�d� �w�i�t�h�i�n� �1�5�-�y�e�a�r� �p�r�o�p�e�r�t�y� �i�s� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�f� �2�0� �y�e�a�r�s� �o�r� �m�o�r�e� �b�u�t

�l�e�s�s� �t�h�a�n� �2�5� �y�e�a�r�s�.� �S�u�c�h� �p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �m�u�n�i�c�i�p�a�l� �w�a�s�t�e�w�a�t�e�r� �t�r�e�a�t�m�e�n�t� �p�l�a�n�t�s� �a�n�d

�t�e�l�e�p�h�o�n�e� �d�i�s�t�r�i�b�u�t�i�o�n� �p�l�a�n�t�s� �a�n�d� �o�t�h�e�r� �c�o�m�p�a�r�a�b�l�e� �e�q�u�i�p�m�e�n�t� �u�s�e�d� �f�o�r� �t�h�e� �t�w�o�-�w�a�y



�e�x�c�h�a�n�g�e� �o�f� �v�o�i�c�e� �a�n�d� �d�a�t�a� �c�o�m�m�u�n�i�c�a�t�i�o�n�s�.

�C�o�m�p�a�r�a�b�l�e� �e�q�u�i�p�m�e�n�t� �i�s� �e�q�u�i�p�m�e�n�t� �u�s�e�d� �b�y� �n�o�n�-�t�e�l�e�p�h�o�n�e� �c�o�m�p�a�n�i�e�s� �f�o�r� �t�w�o�-�w�a�y

�e�x�c�h�a�n�g�e� �o�f� �v�o�i�c�e� �a�n�d� �d�a�t�a� �c�o�m�m�u�n�i�c�a�t�i�o�n�s�.� �S�u�c�h� �e�q�u�i�p�m�e�n�t� �d�o�e�s� �n�o�t� �i�n�c�l�u�d�e� �c�a�b�l�e

�t�e�l�e�v�i�s�i�o�n� �e�q�u�i�p�m�e�n�t� �u�s�e�d� �p�r�i�m�a�r�i�l�y� �f�o�r� �o�n�e�-�w�a�y� �c�o�m�m�u�n�i�c�a�t�i�o�n�.

20-Year Property

�T�w�e�n�t�y�-�y�e�a�r� �r�e�c�o�v�e�r�y� �p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�f� �2�5� �y�e�a�r�s� �o�r� �m�o�r�e�,

�o�t�h�e�r� �t�h�a�n� �I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �C�o�d�e� �S�e�c�t�i�o�n� �1�2�5�0� �r�e�a�l� �p�r�o�p�e�r�t�y� �w�i�t�h� �a�n� �A�D�R� �m�i�d�p�o�i�n�t� �l�i�f�e� �o�f

�2�7�.�5� �y�e�a�r�s� �o�r� �m�o�r�e�.� �M�u�n�i�c�i�p�a�l� �s�e�w�e�r�s� �a�r�e� �i�n�c�l�u�d�e�d� �w�i�t�h�i�n� �t�h�i�s� �c�l�a�s�s�.

27.5-Year Residential Rental Property

�R�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l� �p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �b�u�i�l�d�i�n�g�s� �o�r� �s�t�r�u�c�t�u�r�e�s� �w�i�t�h� �r�e�s�p�e�c�t� �t�o� �w�h�i�c�h� �8�0�%� �o�r

�m�o�r�e� �o�f� �t�h�e� �g�r�o�s�s� �r�e�n�t�a�l� �i�n�c�o�m�e� �i�s� �r�e�n�t�a�l� �i�n�c�o�m�e� �f�r�o�m� �d�w�e�l�l�i�n�g� �u�n�i�t�s�.� �I�f� �a�n�y� �p�o�r�t�i�o�n� �o�f� �t�h�e

�b�u�i�l�d�i�n�g� �o�r� �s�t�r�u�c�t�u�r�e� �i�s� �o�c�c�u�p�i�e�d� �b�y� �t�h�e� �t�a�x�p�a�y�e�r�,� �t�h�e� �g�r�o�s�s� �r�e�n�t�a�l� �i�n�c�o�m�e� �f�r�o�m� �t�h�e

�p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �t�h�e� �r�e�n�t�a�l� �v�a�l�u�e� �o�f� �t�h�e� �u�n�i�t� �o�c�c�u�p�i�e�d� �b�y� �t�h�e� �t�a�x�p�a�y�e�r�.� �A� �d�w�e�l�l�i�n�g� �u�n�i�t� �i�s� �a

�h�o�u�s�e� �o�r� �a�p�a�r�t�m�e�n�t� �u�s�e�d� �t�o� �p�r�o�v�i�d�e� �l�i�v�i�n�g� �a�c�c�o�m�m�o�d�a�t�i�o�n�s�.� �I�t� �d�o�e�s� �n�o�t� �i�n�c�l�u�d�e� �a� �u�n�i�t� �i�n� �a

�h�o�t�e�l�,� �m�o�t�e�l�,� �i�n�n�,� �o�r� �o�t�h�e�r� �e�s�t�a�b�l�i�s�h�m�e�n�t� �i�n� �w�h�i�c�h� �m�o�r�e� �t�h�a�n� �5�0�%� �o�f� �t�h�e� �u�n�i�t�s� �a�r�e� �u�s�e�d� �o�n� �a

�t�r�a�n�s�i�e�n�t� �b�a�s�i�s�.� �T�h�e� �c�o�n�f�e�r�e�n�c�e� �c�o�m�m�i�t�t�e�e�s� �r�e�p�o�r�t� �o�n� �t�h�e� �T�R�A� �8�6� �i�n�d�i�c�a�t�e�s� �t�h�a�t� �s�u�c�h

�p�r�o�p�e�r�t�y� �i�n�c�l�u�d�e�s� �m�a�n�u�f�a�c�t�u�r�e�d� �h�o�m�e�s� �t�h�a�t� �a�r�e� �r�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l� �p�r�o�p�e�r�t�y� �a�n�d� �e�l�e�v�a�t�o�r�s

�a�n�d� �e�s�c�a�l�a�t�o�r�s�.

39-Year Nonresidential Real Property

�N�o�n�r�e�s�i�d�e�n�t�i�a�l� �r�e�a�l� �p�r�o�p�e�r�t�y� �i�s� �I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �C�o�d�e� �S�e�c�t�i�o�n� �1�2�5�0� �r�e�a�l� �p�r�o�p�e�r�t�y� �t�h�a�t� �i�s� �n�o�t

�(�1�)� �r�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l� �p�r�o�p�e�r�t�y� �o�r� �(�2�)� �p�r�o�p�e�r�t�y� �w�i�t�h� �a� �c�l�a�s�s� �l�i�f�e� �o�f� �l�e�s�s� �t�h�a�n� �2�7�.�5� �y�e�a�r�s�.� �T�h�e

�c�o�n�f�e�r�e�n�c�e� �c�o�m�m�i�t�t�e�e� �r�e�p�o�r�t� �i�n�d�i�c�a�t�e�s� �t�h�a�t� �t�h�i�s� �c�l�a�s�s� �i�n�c�l�u�d�e�s� �e�l�e�v�a�t�o�r�s�,� �e�s�c�a�l�a�t�o�r�s�,� �a�n�d

�p�r�o�p�e�r�t�y� �e�i�t�h�e�r� �t�h�a�t� �h�a�s� �n�o� �A�D�R� �c�l�a�s�s� �l�i�f�e� �o�r� �w�h�o�s�e� �c�l�a�s�s� �l�i�f�e� �i�s� �2�7�.�5� �y�e�a�r�s� �o�r� �m�o�r�e�.

COST RECOVERY AMOUNTS

�T�h�e� �c�o�s�t� �r�e�c�o�v�e�r�y� �a�m�o�u�n�t�s� �i�n� �t�h�i�s� �r�e�p�o�r�t� �a�r�e� �a�f�f�e�c�t�e�d� �b�y� �t�h�e� �T�a�x� �R�e�f�o�r�m� �A�c�t� �o�f� �1�9�8�6�.� �T�h�e� �A�c�t

�r�e�q�u�i�r�e�s� �t�h�e� �c�o�s�t� �o�f� �p�r�o�p�e�r�t�y� �p�r�o�d�u�c�e�d� �b�y� �a� �c�o�m�p�a�n�y� �f�o�r� �u�s�e� �i�n� �i�t�s� �t�r�a�d�e� �o�r� �b�u�s�i�n�e�s�s

�(�"�s�e�l�f�c�o�n�s�t�r�u�c�t�e�d� �a�s�s�e�t�s�"�)� �a�n�d� �t�h�e� �c�o�s�t� �o�f� �p�r�o�p�e�r�t�y� �p�r�o�d�u�c�e�d� �b�y� �a� �c�o�m�p�a�n�y� �f�o�r� �i�m�m�e�d�i�a�t�e� �s�a�l�e

�(�r�e�a�l� �p�r�o�p�e�r�t�y� �p�r�o�d�u�c�e�d� �f�o�r� �s�a�l�e�)� �t�o� �b�e� �i�n�c�r�e�a�s�e�d� �t�o� �c�o�m�p�l�y� �w�i�t�h� �t�h�e� �f�i�n�a�l� �r�e�g�u�l�a�t�i�o�n�s� �u�n�d�e�r

�I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e� �S�e�r�v�i�c�e� �S�e�c�t�i�o�n� �2�6�3�A� �r�e�l�e�a�s�e�d� �A�u�g�u�s�t� �6�,� �1�9�9�3�,� �"�U�n�i�f�o�r�m� �C�a�p�i�t�a�l�i�z�a�t�i�o�n�"�.

�T�h�e�s�e� �r�e�g�u�l�a�t�i�o�n�s� �h�a�v�e� �n�o�t� �b�e�e�n� �c�o�n�s�i�d�e�r�e�d� �i�n� �t�h�e� �c�o�s�t� �r�e�c�o�v�e�r�y� �c�o�m�p�u�t�a�t�i�o�n�s� �s�h�o�w�n� �i�n� �t�h�i�s

�r�e�p�o�r�t�.� �T�h�u�s�,� �t�h�e� �e�f�f�e�c�t� �o�f� �t�h�e�s�e� �r�e�g�u�l�a�t�i�o�n�s� �s�h�o�u�l�d� �b�e� �d�e�t�e�r�m�i�n�e�d� �b�e�f�o�r�e� �p�r�e�p�a�r�a�t�i�o�n� �o�f� �y�o�u�r

�i�n�c�o�m�e� �t�a�x� �r�e�t�u�r�n� �o�r� �r�e�l�i�a�n�c�e� �u�p�o�n� �t�h�e� �c�o�s�t� �r�e�c�o�v�e�r�y� �a�m�o�u�n�t�s� �s�h�o�w�n� �i�n� �t�h�i�s� �r�e�p�o�r�t� �i�n� �c�o�m�p�u�t�i�n�g



�e�s�t�i�m�a�t�e�d� �t�a�x� �p�a�y�m�e�n�t�s�.

ADR Classifications

�T�h�e� �A�D�R� �s�y�s�t�e�m� �f�o�r� �c�l�a�s�s� �l�i�v�e�s� �w�a�s� �r�e�e�s�t�a�b�l�i�s�h�e�d� �b�y� �t�h�e� �T�R�A� �8�6�.� �T�R�A� �8�6� �r�e�f�i�n�e�s� �t�h�e� �A�D�R� �s�y�s�t�e�m� �a�s

�i�t� �p�r�e�v�i�o�u�s�l�y� �e�x�i�s�t�e�d� �f�o�r� �a�s�s�e�t�s� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �a�f�t�e�r� �1�9�7�0� �a�n�d� �b�e�f�o�r�e� �1�9�8�1�.� �M�i�d�p�o�i�n�t�s� �o�f� �e�a�c�h� �A�D�R

�c�l�a�s�s� �a�r�e� �e�s�t�a�b�l�i�s�h�e�d� �w�h�i�c�h� �p�r�o�v�i�d�e� �t�h�e� �b�a�s�i�s� �t�o� �b�e� �c�r�o�s�s�-�r�e�f�e�r�e�n�c�e�d� �t�o� �t�h�e� �a�p�p�r�o�p�r�i�a�t�e� �r�e�c�o�v�e�r�y

�p�e�r�i�o�d� �a�s� �r�e�f�l�e�c�t�e�d� �b�y� �t�h�e� �f�o�l�l�o�w�i�n�g�:

TRA 86 Lives ADR Cross-Reference

�3� �y�e�a�r�s �A�D�R� �m�i�d�p�o�i�n�t� �o�f� �4� �y�e�a�r�s� �o�r� �l�e�s�s

�5� �y�e�a�r�s �A�D�R� �m�i�d�p�o�i�n�t� �o�f� �g�r�e�a�t�e�r� �t�h�a�n� �4� �y�e�a�r�s� �b�u�t� �l�e�s�s� �t�h�a�n� �1�0� �y�e�a�r�s

�7� �y�e�a�r�s �A�D�R� �m�i�d�p�o�i�n�t� �i�s� �1�0� �y�e�a�r�s� �o�r� �m�o�r�e� �b�u�t� �l�e�s�s� �t�h�a�n� �1�6� �y�e�a�r�s

�1�0� �y�e�a�r�s �A�D�R� �m�i�d�p�o�i�n�t� �i�s� �1�6� �y�e�a�r�s� �o�r� �m�o�r�e� �b�u�t� �l�e�s�s� �t�h�a�n� �2�0� �y�e�a�r�s

�1�5� �y�e�a�r�s �A�D�R� �m�i�d�p�o�i�n�t� �i�s� �2�0� �y�e�a�r�s� �o�r� �m�o�r�e� �b�u�t� �l�e�s�s� �t�h�a�n� �2�5� �y�e�a�r�s

�2�0� �y�e�a�r�s �A�D�R� �m�i�d�p�o�i�n�t� �i�s� �2�5� �y�e�a�r�s� �o�r� �m�o�r�e

�2�7�.�5� �y�e�a�r�s �R�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l� �p�r�o�p�e�r�t�y

�3�9� �y�e�a�r�s �N�o�n�r�e�s�i�d�e�n�t�i�a�l� �r�e�a�l� �p�r�o�p�e�r�t�y

�T�h�e� �A�D�R� �s�y�s�t�e�m� �i�s� �b�a�s�e�d� �u�p�o�n� �b�r�o�a�d� �i�n�d�u�s�t�r�y� �c�l�a�s�s�e�s� �o�f� �a�s�s�e�t�s�.� �P�r�o�p�e�r�t�y� �i�s� �c�l�a�s�s�i�f�i�e�d� �a�c�c�o�r�d�i�n�g

�t�o� �t�h�e� �a�c�t�i�v�i�t�y� �i�n� �w�h�i�c�h� �i�t� �i�s� �p�r�i�m�a�r�i�l�y� �u�s�e�d�.� �T�h�i�s� �i�s� �t�h�e� �c�a�s�e� �e�v�e�n� �t�h�o�u�g�h� �t�h�e� �p�r�i�m�a�r�y� �a�c�t�i�v�i�t�y� �m�a�y

�b�e� �i�n�s�u�b�s�t�a�n�t�i�a�l� �i�n� �r�e�l�a�t�i�o�n� �t�o� �a�l�l� �o�f� �t�h�e� �t�a�x�p�a�y�e�r�'�s� �a�c�t�i�v�i�t�i�e�s�.

Recovery Periods and Methods

�U�n�d�e�r� �t�h�e� �M�A�C�R�S� �r�u�l�e�s�,� �t�h�e� �c�o�s�t� �o�f� �m�o�s�t� �t�a�n�g�i�b�l�e� �d�e�p�r�e�c�i�a�b�l�e� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �a�f�t�e�r

�1�9�8�6� �i�s� �r�e�c�o�v�e�r�e�d� �u�s�i�n�g� �t�h�e� �a�p�p�r�o�p�r�i�a�t�e� �d�e�p�r�e�c�i�a�t�i�o�n� �m�e�t�h�o�d�,� �t�h�e� �a�p�p�r�o�p�r�i�a�t�e� �r�e�c�o�v�e�r�y� �p�e�r�i�o�d�,

�a�n�d� �t�h�e� �a�p�p�r�o�p�r�i�a�t�e� �c�o�n�v�e�n�t�i�o�n�.� �T�h�e� �a�p�p�r�o�p�r�i�a�t�e� �d�e�p�r�e�c�i�a�t�i�o�n� �m�e�t�h�o�d� �a�n�d� �r�e�c�o�v�e�r�y� �p�e�r�i�o�d� �f�o�r

�e�a�c�h� �c�l�a�s�s� �o�f� �r�e�c�o�v�e�r�y� �p�r�o�p�e�r�t�y� �a�r�e� �a�s� �f�o�l�l�o�w�s�:

Property Class Recovery Method

�3� �y�e�a�r�s �2�0�0�%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e

�5� �y�e�a�r�s �2�0�0�%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e

�7� �y�e�a�r�s �2�0�0�%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e



�1�0� �y�e�a�r�s �2�0�0�%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e

�1�5� �y�e�a�r�s �1�5�0�%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e

�2�0� �y�e�a�r�s �1�5�0�%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e

�2�7�.�5� �y�e�a�r�s �S�t�r�a�i�g�h�t�-�l�i�n�e

�3�9� �y�e�a�r�s �S�t�r�a�i�g�h�t�-�l�i�n�e

�T�h�e� �r�e�c�o�v�e�r�y� �m�e�t�h�o�d� �f�o�r� �p�r�o�p�e�r�t�y� �u�s�e�d� �i�n� �a� �f�a�r�m�i�n�g� �b�u�s�i�n�e�s�s� �i�s� �1�5�0� �%� �d�e�c�l�i�n�i�n�g� �b�a�l�a�n�c�e�.� �W�h�e�n

�u�s�i�n�g� �t�h�e� �a�c�c�e�l�e�r�a�t�e�d� �m�e�t�h�o�d�s�,� �t�h�e� �t�a�x�p�a�y�e�r� �m�a�y� �s�w�i�t�c�h� �t�o� �t�h�e� �s�t�r�a�i�g�h�t�-�l�i�n�e� �m�e�t�h�o�d� �a�t� �a� �t�i�m�e

�t�h�a�t� �m�a�x�i�m�i�z�e�s� �t�h�e� �d�e�d�u�c�t�i�o�n�.� �T�h�e� �t�a�x�p�a�y�e�r� �m�a�y� �e�l�e�c�t� �t�o� �d�e�p�r�e�c�i�a�t�e� �t�h�e� �p�r�o�p�e�r�t�y� �u�n�d�e�r� �t�h�e

�s�t�r�a�i�g�h�t�-�l�i�n�e� �m�e�t�h�o�d� �i�n� �l�i�e�u� �o�f� �u�s�i�n�g� �t�h�e� �a�p�p�r�o�p�r�i�a�t�e� �m�e�t�h�o�d�.� �T�h�i�s� �e�l�e�c�t�i�o�n� �a�p�p�l�i�e�s� �t�o� �a�l�l� �p�r�o�p�e�r�t�y

�i�n� �t�h�e� �M�A�C�R�S� �c�l�a�s�s� �t�h�a�t� �i�s� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �d�u�r�i�n�g� �t�h�e� �t�a�x� �y�e�a�r�.

�A�v�e�r�a�g�i�n�g� �c�o�n�v�e�n�t�i�o�n�s� �a�p�p�l�y� �t�o� �d�e�p�r�e�c�i�a�t�i�o�n� �c�o�m�p�u�t�a�t�i�o�n�s� �m�a�d�e� �u�n�d�e�r� �t�h�e� �r�e�g�u�l�a�r� �M�A�C�R�S

�m�e�t�h�o�d�,� �t�h�e� �s�t�r�a�i�g�h�t�-�l�i�n�e� �M�A�C�R�S� �m�e�t�h�o�d�,� �a�n�d� �t�h�e� �a�l�t�e�r�n�a�t�i�v�e� �d�e�p�r�e�c�i�a�t�i�o�n� �s�y�s�t�e�m�.� �T�h�e� �r�e�c�o�v�e�r�y

�p�e�r�i�o�d� �b�e�g�i�n�s� �o�n� �t�h�e� �d�a�t�e� �o�n� �w�h�i�c�h� �p�r�o�p�e�r�t�y� �i�s� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �u�n�d�e�r� �o�n�e� �o�f� �t�h�e� �f�o�l�l�o�w�i�n�g

�c�o�n�v�e�n�t�i�o�n�s�:

Half-Year Convention

�U�n�d�e�r� �t�h�e� �h�a�l�f�-�y�e�a�r� �c�o�n�v�e�n�t�i�o�n�,� �a�p�p�l�i�c�a�b�l�e� �t�o� �p�r�o�p�e�r�t�y� �o�t�h�e�r� �t�h�a�n� �r�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l

�p�r�o�p�e�r�t�y� �a�n�d� �n�o�n�r�e�s�i�d�e�n�t�i�a�l� �r�e�a�l� �p�r�o�p�e�r�t�y�,� �p�r�o�p�e�r�t�y� �i�s� �d�e�e�m�e�d� �t�o� �h�a�v�e� �b�e�e�n� �p�l�a�c�e�d� �i�n

�s�e�r�v�i�c�e� �o�r� �d�i�s�p�o�s�e�d� �o�f� �i�n� �t�h�e� �m�i�d�d�l�e� �o�f� �t�h�e� �y�e�a�r�.� �T�h�u�s�,� �o�n�e�-�h�a�l�f� �o�f� �a� �y�e�a�r�'�s� �d�e�p�r�e�c�i�a�t�i�o�n� �i�s

�a�l�l�o�w�e�d� �f�o�r� �t�h�e� �y�e�a�r� �i�n� �w�h�i�c�h� �t�h�e� �p�r�o�p�e�r�t�y� �i�s� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �o�r� �i�s� �d�i�s�p�o�s�e�d� �o�f� �o�r� �i�s

�o�t�h�e�r�w�i�s�e� �r�e�t�i�r�e�d� �f�r�o�m� �s�e�r�v�i�c�e�.� �I�n� �t�h�e� �c�a�s�e� �o�f� �a� �t�a�x� �y�e�a�r� �o�f� �l�e�s�s� �t�h�a�n� �1�2� �m�o�n�t�h�s�,� �p�r�o�p�e�r�t�y� �i�s

�t�r�e�a�t�e�d� �a�s� �b�e�i�n�g� �i�n� �s�e�r�v�i�c�e� �f�o�r� �h�a�l�f� �t�h�e� �n�u�m�b�e�r� �o�f� �m�o�n�t�h�s� �i�n� �s�u�c�h� �t�a�x� �y�e�a�r�.

Mid-Month Convention

�A� �m�i�d�-�m�o�n�t�h� �c�o�n�v�e�n�t�i�o�n� �a�p�p�l�i�e�s� �t�o� �r�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l� �p�r�o�p�e�r�t�y� �a�n�d� �n�o�n�r�e�s�i�d�e�n�t�i�a�l� �r�e�a�l

�p�r�o�p�e�r�t�y�,� �i�n�c�l�u�d�i�n�g� �l�o�w�-�i�n�c�o�m�e� �h�o�u�s�i�n�g�.� �P�r�o�p�e�r�t�y� �i�s� �d�e�e�m�e�d� �t�o� �h�a�v�e� �b�e�e�n� �p�l�a�c�e�d� �i�n

�s�e�r�v�i�c�e� �o�r� �d�i�s�p�o�s�e�d� �o�f� �d�u�r�i�n�g� �t�h�e� �m�i�d�d�l�e� �o�f� �t�h�e� �m�o�n�t�h�.

�T�h�e� �d�e�d�u�c�t�i�o�n� �i�s� �b�a�s�e�d� �o�n� �t�h�e� �n�u�m�b�e�r� �o�f� �m�o�n�t�h�s� �t�h�e� �p�r�o�p�e�r�t�y� �w�a�s� �i�n� �s�e�r�v�i�c�e�.� �T�h�u�s�,� �o�n�e�-

�h�a�l�f� �m�o�n�t�h�'�s� �r�e�c�o�v�e�r�y� �i�s� �a�l�l�o�w�e�d� �f�o�r� �t�h�e� �m�o�n�t�h� �t�h�e� �p�r�o�p�e�r�t�y� �i�s� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �a�n�d� �f�o�r� �t�h�e

�m�o�n�t�h� �i�t� �i�s� �d�i�s�p�o�s�e�d� �o�f� �p�r�i�o�r� �t�o� �t�h�e� �e�n�d� �o�f� �t�h�e� �r�e�c�o�v�e�r�y� �p�e�r�i�o�d�.

Mid-Quarter Convention



�A� �m�i�d�-�q�u�a�r�t�e�r� �c�o�n�v�e�n�t�i�o�n� �a�p�p�l�i�e�s� �t�o� �a�l�l� �p�r�o�p�e�r�t�y�,� �o�t�h�e�r� �t�h�a�n� �n�o�n�r�e�s�i�d�e�n�t�i�a�l� �r�e�a�l� �p�r�o�p�e�r�t�y

�a�n�d� �r�e�s�i�d�e�n�t�i�a�l� �r�e�n�t�a�l� �p�r�o�p�e�r�t�y�,� �i�f� �m�o�r�e� �t�h�a�n� �4�0�%� �o�f� �t�h�e� �a�g�g�r�e�g�a�t�e� �b�a�s�e�s� �o�f� �s�u�c�h� �p�r�o�p�e�r�t�y

�i�s� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �d�u�r�i�n�g� �t�h�e� �l�a�s�t� �t�h�r�e�e� �m�o�n�t�h�s� �o�f� �t�h�e� �t�a�x� �y�e�a�r�.� �U�n�d�e�r� �t�h�e� �m�i�d�-�q�u�a�r�t�e�r

�c�o�n�v�e�n�t�i�o�n�,� �a�l�l� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �d�u�r�i�n�g� �a�n�y� �q�u�a�r�t�e�r� �o�f� �t�h�e� �t�a�x� �y�e�a�r� �i�s� �t�r�e�a�t�e�d� �a�s

�p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �a�t� �t�h�e� �m�i�d�-�p�o�i�n�t� �o�f� �s�u�c�h� �q�u�a�r�t�e�r�.

�T�h�e� �O�m�n�i�b�u�s� �B�u�d�g�e�t� �R�e�c�o�n�c�i�l�i�a�t�i�o�n� �A�c�t� �o�f� �1�9�9�3� �i�n�c�l�u�d�e�s� �a� �l�o�n�g�e�r� �r�e�c�o�v�e�r�y� �p�e�r�i�o�d� �f�o�r� �d�e�p�r�e�c�i�a�t�i�n�g

�n�o�n�r�e�s�i�d�e�n�t�i�a�l� �r�e�a�l� �p�r�o�p�e�r�t�y�.� �E�f�f�e�c�t�i�v�e� �g�e�n�e�r�a�l�l�y� �f�o�r� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �o�n� �o�r� �a�f�t�e�r� �M�a�y� �1�3�,

�1�9�9�3�,� �t�h�e� �A�c�t� �i�n�c�r�e�a�s�e�s� �t�h�e� �d�e�p�r�e�c�i�a�t�i�o�n� �p�e�r�i�o�d� �f�r�o�m� �3�1�.�5� �t�o� �3�9� �y�e�a�r�s�,� �a�l�t�h�o�u�g�h� �t�r�a�n�s�i�t�i�o�n� �r�u�l�e�s

�a�p�p�l�y� �t�o� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �b�e�f�o�r�e� �1�9�9�4�.� �U�n�d�e�r� �t�h�e� �t�r�a�n�s�i�t�i�o�n� �p�r�o�v�i�s�i�o�n�s�,� �t�h�e� �l�o�n�g�e�r

�d�e�p�r�e�c�i�a�t�i�o�n� �p�e�r�i�o�d� �d�o�e�s� �n�o�t� �a�p�p�l�y� �t�o� �p�r�o�p�e�r�t�y� �u�n�d�e�r� �c�o�n�s�t�r�u�c�t�i�o�n� �b�e�f�o�r�e� �M�a�y� �1�3�,� �1�9�9�3�,� �o�r� �u�n�d�e�r� �a

�b�i�n�d�i�n�g� �c�o�n�t�r�a�c�t� �t�o� �p�u�r�c�h�a�s�e� �e�n�t�e�r�e�d� �i�n�t�o� �b�e�f�o�r�e� �t�h�a�t� �d�a�t�e�.� �F�o�r� �p�r�o�p�e�r�t�y� �p�l�a�c�e�d� �i�n� �s�e�r�v�i�c�e� �a�f�t�e�r

�D�e�c�e�m�b�e�r� �3�1�,� �1�9�9�3�,� �t�h�e� �d�e�p�r�e�c�i�a�t�i�o�n� �c�o�m�p�o�n�e�n�t� �o�f� �t�h�e� �c�o�r�p�o�r�a�t�e� �A�d�j�u�s�t�e�d� �C�u�r�r�e�n�t� �E�a�r�n�i�n�g�s� �(�A�C�E�)

�a�d�j�u�s�t�m�e�n�t� �i�s� �e�l�i�m�i�n�a�t�e�d�.� �T�h�e� �o�t�h�e�r� �A�l�t�e�r�n�a�t�i�v�e� �M�i�n�i�m�u�m� �T�a�x� �d�e�p�r�e�c�i�a�t�i�o�n� �r�u�l�e�s� �r�e�m�a�i�n

�u�n�c�h�a�n�g�e�d�.

ALTERNATIVE MINIMUM TAX ALTERNATIVE

�F�o�r� �p�u�r�p�o�s�e�s� �o�f� �d�e�t�e�r�m�i�n�i�n�g� �A�l�t�e�r�n�a�t�i�v�e� �M�i�n�i�m�u�m� �T�a�x�a�b�l�e� �(�A�M�T�)� �i�n�c�o�m�e� �f�o�r� �a�n�y� �t�a�x� �y�e�a�r�,� �a�n

�a�d�j�u�s�t�m�e�n�t� �t�o� �t�a�x�a�b�l�e� �i�n�c�o�m�e� �m�u�s�t� �b�e� �m�a�d�e� �f�o�r� �d�e�p�r�e�c�i�a�t�i�o�n�.� �T�h�e� �a�d�j�u�s�t�m�e�n�t� �i�s� �m�a�d�e� �b�y

�m�o�d�i�f�y�i�n�g� �t�h�e� �d�e�p�r�e�c�i�a�b�l�e� �l�i�v�e�s� �a�n�d� �t�h�e� �a�p�p�l�i�c�a�b�l�e� �d�e�p�r�e�c�i�a�t�i�o�n� �m�e�t�h�o�d� �f�o�r� �t�h�a�t� �p�r�o�p�e�r�t�y

�d�e�p�r�e�c�i�a�t�e�d� �u�n�d�e�r� �r�e�g�u�l�a�r� �M�A�C�R�S�.� �N�o� �a�d�j�u�s�t�m�e�n�t� �i�s� �r�e�q�u�i�r�e�d� �f�o�r� �p�r�o�p�e�r�t�y� �d�e�p�r�e�c�i�a�t�e�d� �u�n�d�e�r� �t�h�e

�a�l�t�e�r�n�a�t�i�v�e� �d�e�p�r�e�c�i�a�t�i�o�n� �s�y�s�t�e�m�.� �T�h�e� �d�i�f�f�e�r�e�n�c�e� �b�e�t�w�e�e�n� �t�h�e� �t�o�t�a�l� �d�e�p�r�e�c�i�a�t�e�d� �u�n�d�e�r� �r�e�g�u�l�a�r

�M�A�C�R�S� �a�n�d� �A�M�T� �d�e�p�r�e�c�i�a�t�i�o�n� �i�s� �a�n� �a�d�j�u�s�t�m�e�n�t� �t�o� �b�e� �i�n�c�l�u�d�e�d� �i�n� �c�o�m�p�u�t�i�n�g� �a�l�t�e�r�n�a�t�i�v�e� �t�a�x�a�b�l�e

�i�n�c�o�m�e�.

UNDERPAYMENT PENALTY

�A�s� �p�a�r�t� �o�f� �t�h�e� �O�m�n�i�b�u�s� �B�u�d�g�e�t� �R�e�c�o�n�c�i�l�i�a�t�i�o�n� �A�c�t� �o�f� �1�9�8�9�,� �C�o�n�g�r�e�s�s� �m�o�d�i�f�i�e�d� �t�h�e� �e�x�i�s�t�i�n�g� �p�e�n�a�l�t�y

�f�o�r� �s�u�b�s�t�a�n�t�i�a�l� �u�n�d�e�r�s�t�a�t�e�m�e�n�t� �o�f� �t�a�x�.� �T�h�i�s� �p�e�n�a�l�t�y� �a�p�p�l�i�e�s� �g�e�n�e�r�a�l�l�y� �w�h�e�n� �t�h�e� �u�n�d�e�r�s�t�a�t�e�m�e�n�t� �i�s

�m�o�r�e� �t�h�a�n� �1�0�%� �o�f� �t�h�e� �"�c�o�r�r�e�c�t�"� �t�a�x�.� �T�h�e� �p�e�n�a�l�t�y�,� �f�o�r�m�e�r�l�y� �2�5�%� �f�o�r� �p�e�n�a�l�t�i�e�s� �a�s�s�e�s�s�e�d� �a�f�t�e�r� �O�c�t�o�b�e�r

�2�1�,� �1�9�8�6� �w�a�s� �c�h�a�n�g�e�d� �t�o� �2�0�%� �f�o�r� �r�e�t�u�r�n�s� �f�o�r� �w�h�i�c�h� �t�h�e� �d�u�e� �d�a�t�e� �i�s� �a�f�t�e�r� �D�e�c�e�m�b�e�r� �3�1�,� �1�9�8�9�.� �E�x�c�e�p�t

�i�n� �t�h�e� �c�a�s�e� �o�f� �t�a�x� �s�h�e�l�t�e�r�s�,� �t�h�e� �p�e�n�a�l�t�y� �d�o�e�s� �n�o�t� �a�p�p�l�y� �t�o� �a� �s�p�e�c�i�f�i�c� �i�t�e�m� �i�f� �e�i�t�h�e�r� �t�h�e�r�e� �i�s

�"�s�u�b�s�t�a�n�t�i�a�l� �a�u�t�h�o�r�i�t�y�"� �f�o�r� �t�h�e� �p�o�s�i�t�i�o�n� �t�a�k�e�n� �b�y� �t�h�e� �t�a�x�p�a�y�e�r� �w�i�t�h� �r�e�s�p�e�c�t� �t�o� �t�h�a�t� �i�t�e�m� �o�r� �t�h�e

�r�e�l�e�v�a�n�t� �f�a�c�t�s� �w�i�t�h� �r�e�s�p�e�c�t� �t�o� �t�h�a�t� �i�t�e�m� �a�r�e� �a�d�e�q�u�a�t�e�l�y� �d�i�s�c�l�o�s�e�d� �i�n� �o�r� �w�i�t�h� �t�h�e� �t�a�x�p�a�y�e�r�'�s� �r�e�t�u�r�n�.

�A�l�t�h�o�u�g�h� �t�h�e� �t�e�r�m� �"�s�u�b�s�t�a�n�t�i�a�l� �a�u�t�h�o�r�i�t�y�"� �i�s� �n�o�t� �d�e�f�i�n�e�d� �i�n� �t�h�e� �s�t�a�t�u�t�e�,� �t�h�e� �r�e�g�u�l�a�t�i�o�n�s� �s�t�a�t�e� �t�h�a�t

�s�u�b�s�t�a�n�t�i�a�l� �a�u�t�h�o�r�i�t�y� �i�s� �d�e�t�e�r�m�i�n�e�d� �b�y� �a�n�a�l�y�z�i�n�g� �t�h�e� �r�e�l�e�v�a�n�t� �a�u�t�h�o�r�i�t�i�e�s� �i�n� �l�i�g�h�t� �o�f� �t�h�e� �p�e�r�t�i�n�e�n�t

�f�a�c�t�s� �a�n�d� �c�i�r�c�u�m�s�t�a�n�c�e�s�.



SECTION 1245 PROPERTY

�C�u�r�r�e�n�t� �l�a�w� �g�o�v�e�r�n�i�n�g� �a�s�s�e�t�s� �q�u�a�l�i�f�y�i�n�g� �a�s� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y� �f�o�c�u�s�e�s� �p�r�i�m�a�r�i�l�y� �o�n� �a

�"�p�e�r�m�a�n�e�n�c�y� �t�e�s�t�.�"� �C�o�s�t�s� �f�o�r� �t�h�o�s�e� �i�t�e�m�s� �t�h�a�t� �a�r�e� �n�o�t� �i�n�h�e�r�e�n�t� �p�a�r�t�s� �o�f� �a� �p�e�r�m�a�n�e�n�t� �n�o�n�m�o�v�a�b�l�e

�s�t�r�u�c�t�u�r�e� �m�a�y� �q�u�a�l�i�f�y� �a�s� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y� �u�n�d�e�r� �t�h�i�s� �t�e�s�t�.� �N�u�m�e�r�o�u�s� �r�u�l�i�n�g�s� �a�n�d� �c�a�s�e�s

�g�o�v�e�r�n� �t�h�e� �t�r�e�a�t�m�e�n�t� �o�f� �m�a�n�y� �s�p�e�c�i�f�i�c� �i�t�e�m�s�.� �A�b�s�e�n�t� �a� �s�p�e�c�i�f�i�c� �r�u�l�i�n�g� �o�r� �c�a�s�e�,� �t�h�e� �"�p�e�r�m�a�n�e�n�c�y

�t�e�s�t�"� �i�s� �a�p�p�l�i�e�d� �t�o� �a� �p�a�r�t�i�c�u�l�a�r� �a�s�s�e�t� �t�y�p�e� �a�c�c�o�r�d�i�n�g� �t�o� �t�h�e� �r�e�a�s�o�n�i�n�g� �r�e�f�l�e�c�t�e�d� �i�n� �a�n�a�l�o�g�o�u�s

�r�u�l�i�n�g�s� �a�n�d� �c�a�s�e�s�.

�A� �s�e�c�o�n�d� �t�e�s�t�,� �f�o�r�m�e�r�l�y� �t�h�e� �m�o�s�t� �i�m�p�o�r�t�a�n�t� �g�u�i�d�e�l�i�n�e�,� �i�s� �t�h�e� �"�f�u�n�c�t�i�o�n�a�l� �u�s�e�"� �t�e�s�t�.� �U�n�d�e�r� �t�h�i�s� �t�e�s�t�,

�a�n� �a�s�s�e�t� �m�a�y� �q�u�a�l�i�f�y� �a�s� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y� �i�f� �i�t�s� �f�u�n�c�t�i�o�n� �a�s� �a� �b�u�i�l�d�i�n�g� �c�o�m�p�o�n�e�n�t� �i�s� �i�n�c�i�d�e�n�t�a�l

�t�o� �i�t�s� �f�u�n�c�t�i�o�n� �a�s� �s�u�p�p�o�r�t� �f�o�r� �o�t�h�e�r� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y�.� �T�h�e� �c�o�u�r�t�s� �c�o�n�t�i�n�u�e� �t�o� �p�r�o�m�u�l�g�a�t�e� �o�t�h�e�r

�t�e�s�t�s�,� �s�u�c�h� �a�s� �w�h�e�t�h�e�r� �a�n� �i�t�e�m� �i�s� �m�o�v�a�b�l�e� �a�n�d� �t�h�e� �d�e�m�o�n�s�t�r�a�b�l�e� �l�i�k�e�l�i�h�o�o�d� �t�h�a�t� �i�t� �w�i�l�l� �b�e� �m�o�v�e�d�.

�F�o�r� �e�a�c�h� �i�t�e�m� �o�f� �p�r�o�p�e�r�t�y� �i�d�e�n�t�i�f�i�e�d� �i�n� �t�h�e� �r�e�p�o�r�t� �a�s� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y�,� �w�e� �b�e�l�i�e�v�e� �t�h�a�t� �t�h�e

�p�o�s�i�t�i�o�n� �h�a�s� �a� �r�e�a�l�i�s�t�i�c� �p�o�s�s�i�b�i�l�i�t�y� �o�f� �b�e�i�n�g� �s�u�s�t�a�i�n�e�d� �a�d�m�i�n�i�s�t�r�a�t�i�v�e�l�y� �o�r� �j�u�d�i�c�i�a�l�l�y�,� �i�f� �c�h�a�l�l�e�n�g�e�d�.

�T�h�i�s� �d�e�t�e�r�m�i�n�a�t�i�o�n� �i�s� �b�a�s�e�d� �o�n� �o�u�r� �i�n�t�e�r�p�r�e�t�a�t�i�o�n� �o�f� �t�h�e� �r�e�l�e�v�a�n�t� �t�a�x� �s�t�a�t�u�t�e�s�,� �r�e�g�u�l�a�t�i�o�n�s�,� �r�e�v�e�n�u�e

�r�u�l�i�n�g�s�,� �a�n�d� �c�a�s�e� �l�a�w� �i�n� �e�f�f�e�c�t� �a�s� �o�f� �t�h�e� �d�a�t�e� �o�f� �t�h�i�s� �r�e�p�o�r�t�.� �H�o�w�e�v�e�r�,� �b�e�c�a�u�s�e� �s�u�c�h� �i�n�t�e�r�p�r�e�t�a�t�i�o�n

�i�s� �b�a�s�e�d� �u�p�o�n� �f�a�c�t�u�a�l� �c�o�n�s�i�d�e�r�a�t�i�o�n�s� �a�b�o�u�t� �w�h�i�c�h� �o�p�i�n�i�o�n�s� �c�a�n� �d�i�f�f�e�r�,� �t�h�e� �I�n�t�e�r�n�a�l� �R�e�v�e�n�u�e

�S�e�r�v�i�c�e� �m�a�y� �c�h�a�l�l�e�n�g�e� �t�h�e� �c�l�a�s�s�i�f�i�c�a�t�i�o�n� �o�f� �s�o�m�e� �o�f� �t�h�e� �i�t�e�m�s� �a�s� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y�.

REPLACEMENT COST

�T�h�e� �D�i�c�t�i�o�n�a�r�y� �o�f� �R�e�a�l� �E�s�t�a�t�e� �A�p�p�r�a�i�s�a�l�,� �t�h�i�r�d� �e�d�i�t�i�o�n� �d�e�f�i�n�e�s� �R�e�p�l�a�c�e�m�e�n�t� �C�o�s�t� �a�s� �f�o�l�l�o�w�s�:

�A� �s�e�c�o�n�d� �t�e�s�t�,� �f�o�r�m�e�r�l�y� �t�h�e� �m�o�s�t� �i�m�p�o�r�t�a�n�t� �g�u�i�d�e�l�i�n�e�,� �i�s� �t�h�e� �"�f�u�n�c�t�i�o�n�a�l� �u�s�e�"� �t�e�s�t�.� �U�n�d�e�r� �t�h�i�s� �t�e�s�t�,

�a�n� �a�s�s�e�t� �m�a�y� �q�u�a�l�i�f�y� �a�s� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y� �i�f� �i�t�s� �f�u�n�c�t�i�o�n� �a�s� �a� �b�u�i�l�d�i�n�g� �c�o�m�p�o�n�e�n�t� �i�s� �i�n�c�i�d�e�n�t�a�l

�t�o� �i�t�s� �f�u�n�c�t�i�o�n� �a�s� �s�u�p�p�o�r�t� �f�o�r� �o�t�h�e�r� �S�e�c�t�i�o�n� �1�2�4�5� �p�r�o�p�e�r�t�y�.� �T�h�e� �c�o�u�r�t�s� �c�o�n�t�i�n�u�e� �t�o� �p�r�o�m�u�l�g�a�t�e� �o�t�h�e�r

�t�e�s�t�s�,� �s�u�c�h� �a�s� �w�h�e�t�h�e�r� �a�n� �i�t�e�m� �i�s� �m�o�v�a�b�l�e� �a�n�d� �t�h�e� �d�e�m�o�n�s�t�r�a�b�l�e� �l�i�k�e�l�i�h�o�o�d� �t�h�a�t� �i�t� �w�i�l�l� �b�e� �m�o�v�e�d�.
"The estimated cost to construct, at current prices, a building (improvements) with utility equivalent to the

building (improvements) … using modern materials and current standards, design, and layout." � �T�h�e

�r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t� �a�p�p�r�o�a�c�h� �c�o�n�s�i�d�e�r�s� �s�p�e�c�i�f�i�c� �f�a�c�t�o�r�s� �i�n�c�l�u�d�i�n�g� �i�n�v�e�s�t�i�g�a�t�i�o�n�,� �a�n�a�l�y�s�i�s�,� �a�n�d

�e�s�t�i�m�a�t�i�o�n� �o�f�:

�S�i�z�e�,� �q�u�a�n�t�i�t�y�,� �c�a�p�a�c�i�t�y�,� �u�s�e� �o�f� �c�u�r�r�e�n�t� �t�e�c�h�n�o�l�o�g�y�,� �a�n�d� �t�h�e� �c�o�s�t� �t�o� �c�o�n�s�t�r�u�c�t� �o�r� �r�e�p�l�a�c�e�m�e�n�t� �o�f

�t�h�e� �a�s�s�e�t�,� �o�r� �g�r�o�u�p� �o�f� �a�s�s�e�t�s�,� �o�n� �a� �"�c�o�n�t�i�n�u�e�d� �u�s�e�"� �b�a�s�i�s�.

�C�o�s�t� �e�s�t�i�m�a�t�e�s� �f�o�r� �t�h�e� �c�o�n�s�t�r�u�c�t�i�o�n� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s�,� �i�n�c�l�u�d�i�n�g� �n�e�c�e�s�s�a�r�y� �a�c�c�e�s�s�o�r�y

�a�s�s�e�t�s� �s�u�c�h� �a�s� �e�l�e�c�t�r�i�c�a�l� �a�n�d� �m�e�c�h�a�n�i�c�a�l� �r�e�q�u�i�r�e�m�e�n�t�s�,� �a�s� �w�e�l�l� �a�s� �l�o�c�a�l� �c�o�s�t� �f�a�c�t�o�r�s�,� �i�n�c�l�u�d�i�n�g

�l�a�b�o�r� �r�a�t�e�s� �a�n�d� �a�v�a�i�l�a�b�i�l�i�t�y� �o�f� �s�k�i�l�l�e�d� �t�r�a�d�e�s�.� �I�n� �o�u�r� �a�n�a�l�y�s�i�s� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s�,� �w�e� �h�a�v�e

�c�o�n�s�i�d�e�r�e�d� �e�n�g�i�n�e�e�r�i�n�g�,� �a�r�c�h�i�t�e�c�t�u�r�a�l�,� �a�n�d� �i�n�t�e�r�i�o�r� �d�e�s�i�g�n� �s�e�r�v�i�c�e�s�,� �f�r�e�i�g�h�t�,� �a�n�d� �o�t�h�e�r

�m�i�s�c�e�l�l�a�n�e�o�u�s� �e�x�p�e�n�s�e�s� �a�s� �i�n�d�i�r�e�c�t� �c�o�s�t�s�.



�C�o�m�p�o�n�e�n�t� �u�n�i�t�s� �w�e�r�e� �d�e�f�i�n�e�d� �b�a�s�e�d� �o�n� �c�o�n�s�i�d�e�r�a�t�i�o�n� �o�f� �t�y�p�e�s� �o�f� �m�a�t�e�r�i�a�l�,� �a�s�s�e�t� �c�l�a�s�s�,� �a�n�d

�o�t�h�e�r� �c�r�i�t�e�r�i�a�.� �Q�u�a�n�t�i�t�y� �t�a�k�e�o�f�f�s� �p�e�r�t�a�i�n�i�n�g� �t�o� �i�n�d�i�v�i�d�u�a�l� �c�o�m�p�o�n�e�n�t� �u�n�i�t�s� �w�e�r�e� �d�e�v�e�l�o�p�e�d� �f�r�o�m

�t�h�e� �a�v�a�i�l�a�b�l�e� �c�o�n�s�t�r�u�c�t�i�o�n� �d�o�c�u�m�e�n�t�s�,� �a�n�d� �o�t�h�e�r� �a�v�a�i�l�a�b�l�e� �i�n�f�o�r�m�a�t�i�o�n�.� �C�o�m�p�o�n�e�n�t� �u�n�i�t�s� �t�h�a�t

�r�e�q�u�i�r�e� �q�u�a�n�t�i�f�i�c�a�t�i�o�n� �w�e�r�e� �p�r�i�c�e�d� �b�a�s�e�d� �o�n� �c�o�s�t�s� �d�e�v�e�l�o�p�e�d� �u�s�i�n�g� �r�e�c�o�g�n�i�z�e�d� �c�o�s�t� �m�a�n�u�a�l�s�.

�D�a�t�a� �g�a�t�h�e�r�e�d�,� �i�n�c�l�u�d�i�n�g� �t�h�e� �e�f�f�e�c�t� �o�f� �p�h�y�s�i�c�a�l� �d�e�t�e�r�i�o�r�a�t�i�o�n� �s�u�c�h� �a�s� �n�o�r�m�a�l� �w�e�a�r� �a�n�d� �t�e�a�r�,

�d�a�m�a�g�e� �o�f� �a�n� �e�x�t�r�a�o�r�d�i�n�a�r�y� �n�a�t�u�r�e�,� �r�e�p�a�i�r� �a�n�d� �m�a�i�n�t�e�n�a�n�c�e� �p�o�l�i�c�i�e�s�,� �a�n�d� �e�c�o�n�o�m�i�c� �a�n�d

�t�e�c�h�n�o�l�o�g�i�c�a�l� �c�h�a�n�g�e�s� �e�f�f�e�c�t�i�n�g� �t�h�e� �r�e�p�l�a�c�e�m�e�n�t� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s�.

�F�u�l�l� �e�c�o�n�o�m�i�c� �u�s�e�f�u�l� �l�i�f�e� �a�n�d� �r�e�m�a�i�n�i�n�g� �e�c�o�n�o�m�i�c� �l�i�f�e� �o�f� �e�a�c�h� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �b�a�s�e�d� �o�n

�g�u�i�d�e�l�i�n�e� �l�e�v�e�l�s� �p�u�b�l�i�s�h�e�d� �b�y� �M�a�r�s�h�a�l�l� �V�a�l�u�a�t�i�o�n� �S�e�r�v�i�c�e�s�,� �r�e�v�e�n�u�e� �p�r�o�c�e�d�u�r�e�s�,� �f�i�e�l�d

�o�b�s�e�r�v�a�t�i�o�n�s�,� �a�n�d� �o�u�r� �p�r�o�f�e�s�s�i�o�n�a�l� �e�x�p�e�r�i�e�n�c�e� �a�n�d� �k�n�o�w�l�e�d�g�e�.

�T�h�e� �f�i�n�a�l� �s�t�e�p� �w�a�s� �t�h�e� �a�l�l�o�c�a�t�i�o�n� �o�f� �i�n�d�i�r�e�c�t� �c�o�s�t�s� �f�o�r� �t�h�e� �t�o�t�a�l� �p�r�o�j�e�c�t� �t�o� �e�a�c�h� �o�f� �t�h�e

�c�o�m�p�o�n�e�n�t� �u�n�i�t�s� �i�d�e�n�t�i�f�i�e�d�.

DEPRECIATION

�D�e�p�r�e�c�i�a�t�i�o�n� �r�e�p�r�e�s�e�n�t�s� �t�h�e� �l�o�s�s� �i�n� �v�a�l�u�e� �t�h�a�t� �m�a�y� �c�o�m�e� �f�r�o�m� �a�g�e�,� �p�r�e�s�e�n�c�e� �o�f� �f�e�a�t�u�r�e�s� �t�h�a�t� �a�r�e

�e�x�c�e�s�s�i�v�e�,� �d�e�f�i�c�i�e�n�t�,� �c�u�r�r�e�n�t�l�y� �u�n�d�e�s�i�r�a�b�l�e�,� �o�r� �o�t�h�e�r� �e�x�t�e�r�n�a�l� �f�a�c�t�o�r�s�.

�D�e�p�r�e�c�i�a�t�i�o�n� �c�a�n� �b�e� �o�n�e� �o�f� �f�i�v�e� �t�y�p�e�s� �a�n�d� �m�o�r�e� �t�h�a�n� �o�n�e� �f�o�r�m� �o�f� �d�e�p�r�e�c�i�a�t�i�o�n� �m�a�y� �b�e� �p�r�e�s�e�n�t� �i�n

�t�h�e� �s�a�m�e� �i�m�p�r�o�v�e�m�e�n�t�s�.

�S�e�v�e�r�a�l� �t�y�p�e�s� �o�f� �d�e�p�r�e�c�i�a�t�i�o�n� �i�n�c�l�u�d�e�:

Physical Depreciation � �i�s� �t�h�e� �p�h�y�s�i�c�a�l� �w�e�a�r�i�n�g� �o�u�t� �o�f� �t�h�e� �s�t�r�u�c�t�u�r�e� �a�n�d� �i�s� �u�s�u�a�l�l�y� �t�h�e� �m�o�s�t

�o�b�v�i�o�u�s� �f�o�r�m� �o�f� �d�e�p�r�e�c�i�a�t�i�o�n�.

�1�.Incurable� �-� �(�E�x�a�m�p�l�e�)�:� �S�t�u�d�s�,� �j�o�i�s�t�s�,� �r�a�f�t�e�r�s�,� �f�o�u�n�d�a�t�i�o�n�s� �o�r� �a�n�y� �l�o�n�g�-�l�i�v�e�d� �i�t�e�m� �w�h�o�s�e� �c�o�s�t�,

�r�e�p�l�a�c�e�m�e�n�t� �o�r� �r�e�p�a�i�r� �(�c�o�s�t� �t�o� �c�u�r�e�)� �w�o�u�l�d� �n�o�t� �b�e� �c�o�n�s�i�d�e�r�e�d� �j�u�s�t�i�f�i�a�b�l�e� �w�i�t�h� �t�h�e� �v�a�l�u�e

�i�n�c�r�e�a�s�e� �b�y� �t�y�p�i�c�a�l� �p�u�r�c�h�a�s�e�r�s�.

�2�.Curable� �-� �(�E�x�a�m�p�l�e�)�:� �-� �(�E�x�a�m�p�l�e�)�:� �R�o�o�f� �c�o�v�e�r�i�n�g�,� �f�a�s�c�i�a�,� �g�a�b�l�e� �e�n�d�s�,� �d�o�o�r�s�,� �e�t�c�.�,� �o�r� �a�n�y� �o�t�h�e�r

�s�h�o�r�t�l�i�v�e�d� �i�t�e�m� �w�h�o�s�e� �c�o�s�t� �o�f� �r�e�p�l�a�c�e�m�e�n�t� �o�r� �r�e�p�a�i�r� �(�c�o�s�t� �t�o� �c�u�r�e�)� �w�o�u�l�d� �b�e� �c�o�n�s�i�d�e�r�e�d

�j�u�s�t�i�f�i�a�b�l�e� �w�i�t�h� �t�h�e� �v�a�l�u�e� �i�n�c�r�e�a�s�e� �b�y� �t�y�p�i�c�a�l� �p�u�r�c�h�a�s�e�r�s�.

Functional Obsolescence � �i�s� �t�h�e� �r�e�s�u�l�t� �o�f� �l�a�y�o�u�t�,� �d�e�s�i�g�n�,� �o�r� �o�t�h�e�r� �f�e�a�t�u�r�e�s� �t�h�a�t� �a�r�e� �u�n�d�e�s�i�r�a�b�l�e� �i�n

�c�o�m�p�a�r�i�s�o�n� �w�i�t�h� �f�e�a�t�u�r�e�s� �d�e�s�i�g�n�e�d� �f�o�r� �t�h�e� �s�a�m�e� �f�u�n�c�t�i�o�n�s� �i�n� �n�e�w�e�r� �p�r�o�p�e�r�t�y� �a�n�d� �i�s

�s�o�m�e�t�i�m�e�s� �d�e�p�e�n�d�e�n�t� �u�p�o�n� �t�h�e� �c�h�a�n�g�i�n�g� �r�e�q�u�i�r�e�m�e�n�t�s� �o�f� �b�u�y�e�r�s�.

�1�.Incurable� �-� �(�E�x�a�m�p�l�e�)�:� �P�o�o�r� �d�e�s�i�g�n� �o�r� �r�o�o�m� �l�a�y�o�u�t�,� �i�m�p�r�o�p�e�r� �l�o�c�a�t�i�o�n� �o�f� �b�u�i�l�d�i�n�g� �o�n� �s�i�t�e�,

�d�r�i�v�e�w�a�y� �o�r� �s�i�d�e�w�a�l�k� �i�n� �p�o�o�r� �c�o�n�d�i�t�i�o�n� �o�r� �a�n�y� �o�t�h�e�r� �i�t�e�m� �w�i�t�h�i�n� �t�h�e� �p�r�o�p�e�r�t�y� �l�i�n�e�s� �(�s�i�t�e� �a�n�d

�b�u�i�l�d�i�n�g�s�)� �w�h�o�s�e� �r�e�p�l�a�c�e�m�e�n�t� �o�r� �r�e�p�a�i�r� �(�c�o�s�t� �t�o� �c�u�r�e�)� �w�o�u�l�d� �n�o�t� �b�e� �j�u�s�t�i�f�i�a�b�l�e� �w�i�t�h� �t�h�e

�v�a�l�u�e� �i�n�c�r�e�a�s�e� �b�y� �t�y�p�i�c�a�l� �p�u�r�c�h�a�s�e�r�s�.



�2�.Curable� �-� �(�E�x�a�m�p�l�e�)�:� �-� �L�a�c�k� �o�f� �e�x�t�r�a� �b�a�t�h�,� �i�n�s�u�f�f�i�c�i�e�n�t� �c�l�o�s�e�t� �s�p�a�c�e�,� �c�e�n�t�r�a�l� �a�i�r� �c�o�n�d�i�t�i�o�n�i�n�g�,

�c�a�r�p�e�t�i�n�g�,� �p�a�i�n�t�i�n�g�,� �r�e�m�o�d�e�l�i�n�g� �o�r� �m�o�d�e�r�n�i�z�a�t�i�o�n�,� �e�t�c�.�,� �w�h�i�c�h� �c�o�s�t� �t�o� �c�u�r�e� �w�o�u�l�d� �b�e

�j�u�s�t�i�f�i�a�b�l�e� �w�i�t�h� �t�h�e� �v�a�l�u�e� �i�n�c�r�e�a�s�e� �o�f� �t�y�p�i�c�a�l� �p�u�r�c�h�a�s�e�r�s�.

Economic Location or Environmental Obsolescence � �i�s� �l�o�s�s� �o�f� �v�a�l�u�e� �c�a�u�s�e�s� �o�u�t�s�i�d�e� �t�h�e� �p�r�o�p�e�r�t�y

�i�t�s�e�l�f�.� �Z�o�n�i�n�g� �c�h�a�n�g�e�s�,� �p�r�o�x�i�m�i�t�y� �t�o� �n�u�i�s�a�n�c�e�s�,� �a�n�d� �c�h�a�n�g�e�s� �i�n� �l�a�n�d� �u�s�e� �c�a�n� �a�l�l� �b�e� �c�a�u�s�e�s� �o�f

�e�n�v�i�r�o�n�m�e�n�t�a�l� �o�b�s�o�l�e�s�c�e�n�c�e�.

�1�.Incurable� �-� �(�E�x�a�m�p�l�e�)�:� �M�u�s�t� �b�e� �o�u�t�s�i�d�e� �t�h�e� �p�r�o�p�e�r�t�y� �l�i�n�e�s� �a�n�d� �o�v�e�r� �w�h�i�c�h� �t�h�e� �o�w�n�e�r� �h�a�s� �n�o

�c�o�n�t�r�o�l�,� �s�u�c�h� �a�s� �a�s�p�h�a�l�t� �p�l�a�n�t�,� �s�l�a�u�g�h�t�e�r�-�h�o�u�s�e�,� �l�o�o�s�e� �z�o�n�i�n�g�,� �h�i�g�h� �t�a�x� �a�s�s�e�s�s�m�e�n�t

�(�u�n�w�a�r�r�a�n�t�e�d�)�,� �i�n�a�d�e�q�u�a�t�e� �s�t�r�e�e�t� �d�r�a�i�n�a�g�e�,� �r�o�a�d� �r�e�p�a�i�r� �n�e�e�d�e�d�,� �o�r� �a�n�y� �o�t�h�e�r� �a�d�v�e�r�s�e

�f�a�c�t�o�r�s�.� �D�e�p�r�e�c�i�a�t�i�o�n� �i�s� �o�n�l�y� �p�r�e�s�e�n�t� �w�h�e�n� �i�t� �c�a�n� �b�e� �m�e�a�s�u�r�e�d� �b�y� �m�a�r�k�e�t� �e�v�i�d�e�n�c�e

�(�c�o�m�p�a�r�i�n�g� �w�i�t�h� �s�i�m�i�l�a�r� �i�t�e�m�s� �o�f� �d�e�p�r�e�c�i�a�t�i�o�n�)�.� �G�e�n�e�r�a�l�l�y�,� �l�a�n�d� �d�o�e�s� �n�o�t� �d�e�p�r�e�c�i�a�t�e�,� �n�o�r� �i�s

�i�t� �a� �w�a�s�t�i�n�g� �a�s�s�e�t�.

�T�o� �b�e�t�t�e�r� �u�n�d�e�r�s�t�a�n�d� �t�h�e� �d�e�p�r�e�c�i�a�t�i�o�n� �c�o�n�c�e�p�t�,� �t�h�e� �f�o�l�l�o�w�i�n�g� �d�e�f�i�n�i�t�i�o�n�s� �a�r�e� �p�r�o�v�i�d�e�d�:

�A�c�t�u�a�l� �A�g�e�:
�H�i�s�t�o�r�i�c�a�l� �o�r� �c�h�r�o�n�o�l�o�g�i�c�a�l� �a�g�e� �i�s� �t�h�e� �n�u�m�b�e�r� �o�f� �y�e�a�r�s� �t�h�a�t� �h�a�v�e

�e�l�a�p�s�e�d� �s�i�n�c�e� �c�o�n�s�t�r�u�c�t�i�o�n� �w�a�s� �c�o�m�p�l�e�t�e�d�.

�E�f�f�e�c�t�i�v�e� �A�g�e�: �T�h�e� �a�g�e� �i�n�d�i�c�a�t�e�d� �b�y� �t�h�e� �c�o�n�d�i�t�i�o�n� �a�n�d� �u�t�i�l�i�t�y� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�.

�E�c�o�n�o�m�i�c� �U�s�e�f�u�l� �L�i�f�e�:�T�h�e� �p�e�r�i�o�d� �o�v�e�r� �w�h�i�c�h� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �c�o�n�t�r�i�b�u�t�e� �t�o� �p�r�o�p�e�r�t�y� �v�a�l�u�e�.

�R�e�m�a�i�n�i�n�g� �L�i�f�e�:
�T�h�e� �r�e�m�a�i�n�i�n�g� �p�e�r�i�o�d� �o�v�e�r� �w�h�i�c�h� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �c�o�n�t�r�i�b�u�t�e� �t�o

�p�r�o�p�e�r�t�y� �v�a�l�u�e�.

�T�h�e�r�e� �a�r�e� �s�e�v�e�r�a�l� �d�i�f�f�e�r�e�n�t� �m�e�t�h�o�d�s� �f�o�r� �e�s�t�i�m�a�t�i�n�g� �a�c�c�r�u�e�d� �d�e�p�r�e�c�i�a�t�i�o�n� �i�n�c�l�u�d�i�n�g

Market, Age/Life, and Breakdown Methods.

�T�h�e� Market Method � �i�n�v�o�l�v�e�s� �d�e�r�i�v�i�n�g� �d�e�p�r�e�c�i�a�t�i�o�n� �f�r�o�m� �a�c�t�u�a�l� �s�a�l�e�s� �b�y� �t�h�e� �p�r�o�c�e�s�s� �o�f� �a�b�s�t�r�a�c�t�i�o�n�.

�H�o�w�e�v�e�r�,� �t�h�e� �s�p�e�c�i�f�i�c� �c�o�m�p�o�n�e�n�t� �p�a�r�t�s� �o�f� �d�e�p�r�e�c�i�a�t�i�o�n� �a�r�e� �t�y�p�i�c�a�l�l�y� �u�n�i�d�e�n�t�i�f�i�e�d�.

�I�n� �t�h�e� Age/Life � �M�e�t�h�o�d� �(�p�h�y�s�i�c�a�l� �a�n�d� �e�c�o�n�o�m�i�c�)� �d�e�p�r�e�c�i�a�t�i�o�n� �i�s� �m�e�a�s�u�r�e�d� �b�y� �t�h�e� �r�a�t�i�o� �w�h�i�c�h

�e�f�f�e�c�t�i�v�e� �a�g�e� �b�e�a�r�s� �t�o� �t�h�e� �t�o�t�a�l� �e�s�t�i�m�a�t�e�d� �e�c�o�n�o�m�i�c� �l�i�f�e� �o�f� �t�h�e� �p�r�o�p�e�r�t�y�.� �A�d�d�i�t�i�o�n�a�l� �a�d�j�u�s�t�m�e�n�t�s

�f�u�n�c�t�i�o�n�a�l� �a�n�d� �e�x�t�e�r�n�a�l� �o�b�s�o�l�e�s�c�e�n�c�e� �a�r�e� �n�o�t� �a�d�d�r�e�s�s�e�d�.

�A� �d�e�r�i�v�a�t�i�v�e� �o�f� �t�h�e� �a�g�e�/�l�i�f�e� �m�e�t�h�o�d� �i�s� �t�h�e� Modified Age/Life Method. � �T�h�i�s� �d�e�p�r�e�c�i�a�t�i�o�n� �m�e�t�h�o�d� �i�s

�s�i�m�i�l�a�r� �t�o� �t�h�e� �a�g�e�/�l�i�f�e� �m�e�t�h�o�d� �i�n� �t�h�a�t� �d�e�p�r�e�c�i�a�t�i�o�n� �i�s� �c�a�l�c�u�l�a�t�e�d� �a�t� �a� �r�a�t�e� �o�v�e�r� �t�h�e� �e�c�o�n�o�m�i�c� �o�r

�p�h�y�s�i�c�a�l� �l�i�f�e� �o�f� �t�h�e� �s�u�b�j�e�c�t�'�s� �i�m�p�r�o�v�e�m�e�n�t�s�,� �w�i�t�h� �t�h�e� �e�x�c�e�p�t�i�o�n� �t�h�a�t� �i�t� �i�s� �f�i�r�s�t� �m�o�d�i�f�i�e�d� �t�o� �r�e�f�l�e�c�t

�s�u�c�h� �t�h�i�n�g�s� �a�s�:

�T�h�e� �c�o�n�d�i�t�i�o�n� �o�f� �t�h�e� �s�u�b�j�e�c�t�.

�F�u�n�c�t�i�o�n�a�l� �o�b�s�o�l�e�s�c�e�n�c�e� �n�o�t� �i�n�c�l�u�d�e�d� �i�n� �a�g�e�/�l�i�f�e� �r�a�t�e�.

�E�x�t�e�r�n�a�l� �a�n�d� �e�c�o�n�o�m�i�c� �o�b�s�o�l�e�s�c�e�n�c�e� �n�o�t� �i�n�c�l�u�d�e�d� �i�n� �a�g�e�/�l�i�f�e� �r�a�t�e�.



�D�e�p�r�e�c�i�a�t�i�o�n� �f�o�r� �t�h�e� �s�u�b�j�e�c�t� �i�m�p�r�o�v�e�m�e�n�t�s� �w�a�s� �c�a�l�c�u�l�a�t�e�d� �t�h�r�o�u�g�h� �t�h�e� �u�s�e� �o�f� �t�h�e� �"�m�o�d�i�f�i�e�d

�a�g�e�/�l�i�f�e�"� �m�e�t�h�o�d�.� �T�h�e� Breakdown Method � �i�s� �p�r�o�b�a�b�l�y� �t�h�e� �m�o�s�t� �c�o�m�p�r�e�h�e�n�s�i�v�e� �d�e�p�r�e�c�i�a�t�i�o�n

�a�n�a�l�y�s�i�s�.� �T�h�e� �a�p�p�r�a�i�s�e�r� �p�e�r�s�o�n�a�l�l�y� �e�x�a�m�i�n�e�s� �a�n�d� �a�n�a�l�y�z�e�s� �e�x�i�s�t�i�n�g� �e�l�e�m�e�n�t�s� �o�f� �p�h�y�s�i�c�a�l

�d�e�t�e�r�i�o�r�a�t�i�o�n�,� �f�u�n�c�t�i�o�n�a�l� �o�b�s�o�l�e�s�c�e�n�c�e� �a�n�d� �e�x�t�e�r�n�a�l� �o�b�s�o�l�e�s�c�e�n�c�e�.� �E�a�c�h� �d�e�p�r�e�c�i�a�t�i�o�n� �c�o�m�p�o�n�e�n�t

�i�s� �i�d�e�n�t�i�f�i�e�d� �a�n�d� �a�n� �a�n�a�l�y�s�i�s� �i�s� �u�n�d�e�r�t�a�k�e�n� �t�o� �t�r�a�n�s�l�a�t�e� �t�h�e� �o�b�s�e�r�v�e�d� �c�o�n�d�i�t�i�o�n� �i�n�t�o� �a� �d�e�f�i�n�i�t�i�v�e

�d�o�l�l�a�r� �a�m�o�u�n�t�.

�D�e�p�r�e�c�i�a�t�i�o�n� �f�o�r� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �w�a�s� �s�u�b�t�r�a�c�t�e�d� �f�r�o�m� �t�h�e� �r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t� �t�o� �a�r�r�i�v�e� �a�t� �t�h�e

�e�s�t�i�m�a�t�e� �o�f� �r�e�p�l�a�c�e�m�e�n�t� �c�o�s�t� �n�e�w� �l�e�s�s� �d�e�p�r�e�c�i�a�t�i�o�n� �(�R�C�N�L�D�)�.

Economic and Remaining Useful Life

�E�c�o�n�o�m�i�c� �u�s�e�f�u�l� �l�i�f�e� �i�s� �d�e�f�i�n�e�d� �a�s� �t�h�e� �p�e�r�i�o�d� �o�v�e�r� �w�h�i�c�h� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �c�o�n�t�r�i�b�u�t�e� �t�o� �p�r�o�p�e�r�t�y

�v�a�l�u�e�,� �o�r� �t�h�e� �p�e�r�i�o�d� �o�f� �t�i�m�e� �d�u�r�i�n�g� �w�h�i�c�h� �i�t� �i�s� �p�r�o�f�i�t�a�b�l�e� �t�o� �u�s�e� �a�n� �a�s�s�e�t�.� �A�n� �a�s�s�e�t�'�s� �e�c�o�n�o�m�i�c

�u�s�e�f�u�l� �l�i�f�e� �e�x�p�i�r�e�s� �w�h�e�n� �i�t� �i�s� �n�o� �l�o�n�g�e�r� �p�r�o�f�i�t�a�b�l�e� �t�o� �u�s�e� �t�h�e� �a�s�s�e�t�,� �o�r� �i�n� �w�h�i�c�h� �i�t� �n�o� �l�o�n�g�e�r

�c�o�n�t�r�i�b�u�t�e�s� �a�s� �v�a�l�u�e� �i�n� �c�o�n�t�i�n�u�e�d� �u�s�e�,� �o�r� �w�h�e�n� �i�t� �i�s� �m�o�r�e� �p�r�o�f�i�t�a�b�l�e� �t�o� �u�s�e� �a�n�o�t�h�e�r� �a�s�s�e�t�.� �T�h�e

�e�c�o�n�o�m�i�c� �u�s�e�f�u�l� �l�i�f�e� �f�o�r� �a�n� �a�s�s�e�t� �c�a�n� �b�e� �e�s�t�i�m�a�t�e�d� �b�a�s�e�d� �u�p�o�n�:� �1�)� �l�e�g�i�s�l�a�t�e�d� �l�i�v�e�s� �d�e�r�i�v�e�d� �f�r�o�m

�s�c�h�e�d�u�l�e�s� �p�r�o�v�i�d�e�d� �b�y� �t�h�e� �f�e�d�e�r�a�l� �i�n�c�o�m�e� �t�a�x� �c�o�d�e�;� �2�)� �l�e�g�a�l� �l�i�v�e�s� �b�a�s�e�d� �o�n� �c�o�n�t�r�a�c�t�u�a�l� �t�e�r�m�s

�s�u�c�h� �a�s� �a� �l�e�a�s�e�;� �o�r� �3�)� �o�b�s�e�r�v�e�d� �h�i�s�t�o�r�i�c�a�l� �r�a�t�e�s� �o�f� �o�b�s�o�l�e�s�c�e�n�c�e�.� �P�l�a�n�n�e�d� �r�e�p�l�a�c�e�m�e�n�t�,� �a�s� �p�a�r�t� �o�f

�a� �s�c�h�e�d�u�l�e�d� �r�e�t�a�i�l� �s�t�o�r�e� �u�p�g�r�a�d�e�,� �i�n� �o�r�d�e�r� �t�o� �r�e�m�a�i�n� �c�o�m�p�e�t�i�t�i�v�e� �i�n� �t�h�e� �m�a�r�k�e�t�p�l�a�c�e�,� �i�s� �a�n

�e�x�a�m�p�l�e� �o�f� �s�u�c�h� �e�c�o�n�o�m�i�c� �o�b�s�o�l�e�s�c�e�n�c�e�.

�I�n� �d�e�t�e�r�m�i�n�i�n�g� �a�s�s�e�t�s�'� �e�c�o�n�o�m�i�c� �u�s�e�f�u�l� �l�i�f�e�,� �w�e� �r�e�l�i�e�d� �o�n� �s�e�v�e�r�a�l� �s�o�u�r�c�e�s� �o�f� �i�n�f�o�r�m�a�t�i�o�n� �i�n�c�l�u�d�i�n�g

�d�a�t�a� �p�u�b�l�i�s�h�e�d� �b�y� �M�a�r�s�h�a�l�l� �V�a�l�u�a�t�i�o�n� �S�e�r�v�i�c�e�s�,� �t�h�e� �n�a�t�u�r�e� �o�f� �t�h�e� �b�u�s�i�n�e�s�s�,� �a�n�d� �o�u�r� �p�r�o�f�e�s�s�i�o�n�a�l

�j�u�d�g�m�e�n�t�.� �T�h�e� �e�c�o�n�o�m�i�c� �u�s�e�f�u�l� �l�i�f�e� �t�h�a�t� �h�a�s� �b�e�e�n� �a�s�s�i�g�n�e�d� �t�o� �e�a�c�h� �o�f� �t�h�e� �c�o�m�p�o�n�e�n�t�s� �t�h�a�t� �m�a�k�e

�u�p� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �a�r�e� �d�e�m�o�n�s�t�r�a�t�e�d� �i�n� �t�h�e� �e�x�h�i�b�i�t� �s�e�c�t�i�o�n� �o�f� �t�h�i�s� �r�e�p�o�r�t�.

�T�h�e� �e�s�t�i�m�a�t�e� �o�f� �t�h�e� �r�e�m�a�i�n�i�n�g� �u�s�e�f�u�l� �l�i�f�e� �o�f� �t�h�e� �i�m�p�r�o�v�e�m�e�n�t�s� �w�a�s� �b�a�s�e�d� �o�n� �a�n� �e�c�o�n�o�m�i�c� �n�o�r�m�a�l

�l�i�f�e� �s�c�h�e�d�u�l�e� �f�o�r� �i�t�e�m�s� �s�u�c�h� �a�s� �p�a�r�t�i�t�i�o�n�s�,� �d�o�o�r�s�,� �g�l�a�s�s� �a�n�d� �g�l�a�z�i�n�g�,� �i�n�t�e�r�i�o�r� �f�i�n�i�s�h�e�s�;� �a�n�d� �b�u�i�l�d�i�n�g

�s�e�r�v�i�c�e�s� �i�n�c�l�u�d�i�n�g� �m�e�c�h�a�n�i�c�a�l� �a�n�d� �e�l�e�c�t�r�i�c�a�l� �c�o�m�p�o�n�e�n�t�s�.� �T�h�e� �e�f�f�e�c�t�i�v�e� �a�g�e� �o�f� �t�h�e� �s�u�b�j�e�c�t

�i�m�p�r�o�v�e�m�e�n�t�s�,� �e�s�t�i�m�a�t�e�d� �f�r�o�m� �o�u�r� �i�n�f�o�r�m�e�d� �j�u�d�g�m�e�n�t�,� �w�a�s� �s�u�b�t�r�a�c�t�e�d� �f�r�o�m� �t�h�e� �e�c�o�n�o�m�i�c� �u�s�e�f�u�l

�l�i�f�e� �t�o� �d�e�t�e�r�m�i�n�e� �a� �r�e�m�a�i�n�i�n�g� �u�s�e�f�u�l� �l�i�f�e�.
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