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an exception to 
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Routine 
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Is the expense an 
improvement?

Restoration

Adaptation

Betterment

Expense

Building: perform activity more than once in 10 year period
Other: perform routine work more than once during ADS class life

AFS: written policy, $5,000 safe harbor
Non-AFS: policy, $500 safe harbor

1) Unit of property less than/equal to $200, 
2) Used or consumed in 12 months or less, 3) Fuel, lubricants, etc.

Incidental: deducted when purchased 
Non-incidental: deducted when used

For Buildings Only
Gross receipts less than/equal to $10 million

Unadjusted Basis of building less than/equal to $1 million
Deduct the lesser of 2% unadjusted basis and $10,000

Did it improve an existing 
asset?

Option to use a reasonable method to 
dispose of partial asset

Capitalize new asset

1) Replacement of a component of property after properly deducting a loss 
2) Replacement of a component of property that was sold

3) Replacement of property after claiming casualty loss
4) Returns UoP to ordinary, efficient operating condition after it has deteriorated to state of disrepair

5) Rebuilding of UoP to like-new condition after end of class life
6) Replacement of major component or substantial structural part (30% - 40% of total UoP)

Adapts UoP to a new or different use from the ordinary use at the time originally placed in service

1) Ameliorates a material condition or defect
2) Material addition to the unit of property

3) Materially increase productivity, efficiency, strength, quality, or output
*If normal wear and tear occur during taxpayer ownership, return to initial state is not a betterment

*If exact replacement is not available, improved but comparable replacement is not a betterment

Expense

Repair Regs Flowchart
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