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(2) RRB replacement property placed in
service after December 31, 1984. RRB re-
placement property placed in service
after December 31, 1984, is treated as
other 5-year recovery property under
section 168.

(3) RRB replacement property defined.
RRB replacement property, for pur-
poses of section 168, means replacement
track material (including rail, ties,
other track material, and ballast) in-
stalled by a railroad (including a rail-
road switching or terminal company)
if—

(i) The replacement is made pursuant
to a scheduled program for replace-
ment.

(ii) The replacement is made pursu-
ant to observations by maintenance-of-
way personnel of specific track mate-
rial needing replacement.

(iii) The replacement is made pursu-
ant to the detection by a rail-test car
of specific track material needing re-
placement, or

(iv) The replacement is made as a re-
sult of a casualty.
Replacements made as a result of a
casualty shall be RRB replacement
property only to the extent that, in the
case of each casualty, the replacement
cost with respect to the replacement
track material exceeds $50,000.

(4) Recovery of adjusted basis of RRB
property as of December 31, 1980. The
taxpayer shall recover the adjusted
basis of RRB property (as defined in
section 168(g)(6)) as of December 31,
1980, over a period of not less than 5
years and not more than 50 years, using
a rate of recovery consistent with any
method described in section 167(b), in-
cluding the method described in sec-
tion 167(b)(2), switching to the method
described in section 167(b)(3) at a time
to maximize the deduction. For pur-
poses of determining the recovery al-
lowance under this subparagraph, sal-
vage value shall be disregarded and, in
the case of a taxpayer that depreciated
RRB property placed in service before
January 1, 1981, using the RRB method
consistently for all periods after Feb-
ruary 28, 1913, the adjusted basis of
RRB property is the adjusted basis for
purposes of determining the deduction
for retirements under the RRB method,
with no adjustment for depreciation
sustained prior to March 1, 1913.

(5) RRB property (which is not RRB re-
placement property) placed in service
after December 31, 1980. Property placed
in service by the taxpayer after Decem-
ber 31, 1980, which is not RRB replace-
ment property and which, under the
taxpayer’s method of depreciation as of
December 31, 1980, would have been de-
preciated by the taxpayer under the
RRB method, is treated as other prop-
erty under section 168.

(b)–(f) [Reserved]

[T.D. 8116, 51 FR 46619, Dec. 24, 1986]
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§ 1.168(d)–1 Applicable convention—
Half-year and mid-quarter conven-
tions.

(a) In general. Under section 168(d),
the half-year convention applies to de-
preciable property (other than certain
real property described in section
168(d)(2)) placed in service during a tax-
able year, unless the mid-quarter con-
vention applies to the property. Under
section 168(d)(3)(A), the mid-quarter
convention applies to depreciable prop-
erty (other than certain real property
described in section 168(d)(2)) placed in
service during a taxable year if the ag-
gregate basis of property placed in
service during the last three months of
the taxable year exceeds 40 percent of
the aggregate basis of property placed
in service during the taxable year (‘‘the
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