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Reg. Section 1.168(i)-4(c) 
Changes in use 
 

(c) Conversion to personal use. The conversion of MACRS property from business or 
income-producing use to personal use during a taxable year is treated as a disposition of 
the property in that taxable year. The depreciation allowance for MACRS property for the 
year of change in which the property is treated as being disposed of is determined by first 
multiplying the adjusted depreciable basis of the property as of the first day of the year of 
change by the applicable depreciation rate for that taxable year (for further guidance, for 
example, see section 6 of Rev. Proc. 87-57 (1987-2 C. B. 687, 692) (see § 
601.601(d)(2)(ii)(b) of this chapter)). This amount is then multiplied by a fraction, the 
numerator of which is the number of months (including fractions of months) the property 
is deemed to be placed in service during the year of change (taking into account the 
applicable convention) and the denominator of which is 12. No depreciation deduction is 
allowable for MACRS property placed in service and disposed of in the same taxable 
year. See §§ 1.168(k)-1T(f)(6)(ii) and 1.1400L(b)-1T(f)(6) for the additional first year 
depreciation deduction rules applicable to property placed in service and converted to 
personal use in the same taxable year. Upon the conversion to personal use, no gain, loss, 
or depreciation recapture under section 1245 or section 1250 is recognized. However, the 
provisions of section 1245 or section 1250 apply to any disposition of the converted 
property by the taxpayer at a later date. For listed property (as defined in section 
280F(d)(4)), see section 280F(b)(2) for the recapture of excess depreciation upon the 
conversion to personal use. 
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