






Generally Allowed to Expense Generally Must Capitalize

Replacing asbestos insulation with similar  
nonasbestos insulation

Remediating soil contaminated by previous owner

Performing minor repairs and maintenance shortly  
after purchase

Bringing a residential building up to higher standards

Performing a retail refresh limited to cosmetic layout 
changes

Performing a retail refresh along with increasing 
storage and adding a loading dock

Painting walls and filling in holes
Painting walls and filling in holes if done when 
performing a major remodel

Relocating cash registers Relocating machines for increased capacity

Replacing a roof membrane Replacing an entire roof

Removing a drop ceiling
Repairing storm damage for which insurance proceeds 
were received

Replacing two of 10 HVAC units that are 10%  
more efficient

Replacing a single chiller in HVAC system

Replacing power switch Adding restaurant drive-through

Replacing one of three furnaces in HVAC system
Replacing all toilets and sinks with new toilets and 
sinks of the same quality

Replacing 30% of an electrical system Replacing the entire electrical system 

Replacing eight of 20 sinks Replacing a sprinkler system

Replacing 100 of 300 exterior windows comprising 
8.3% of surface area

Replacing 200 of 300 exterior windows

Replacing lobby floors comprising 10% of square 
footage

Replacing 100 of 300 exterior windows comprising 
30% of surface area

Replacing one of four elevators
Replacing floors in all public areas comprising 40%  
of square footage

Replacing one of four elevators, but claim a loss on 
partial disposition 




