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IMPROVEMENT AND/OR BETTERMENT OF EXISTING ASSET

Improvements include additions of new components to previously capitalized assets that either increase the
assets’ value, extend the useful life, increase the normal rate of output, lower the operating cost, or increase the
efficiency of the existing assets. Replacements of components of existing capitalized assets with improved or
superior units are also classified as improvements. Total improvements must be equal to or greater than $5,000.

Betterments enhance an existing capitalized individual or group asset to a condition beyond that achieved through
normal maintenance repairs. A betterments increases the useful life of the asset by at least 1 year without the
introduction of a new unit. Only alterations that significantly rebuild an asset will be capitalized as betterments.
All other will be considered maintenance and expensed. Total betterments must be equal to or great than $5,000.

Improvements or betterments of noncapitalzed assets that do not involve replacements will be capitalized as part
of the original asset only if the total cost of the original asset, including the improvements or betterments, is equal
to or greater than $5,000. Otherwise, the cost will be expensed as maintenance and repairs.

Maintenance and repairs are not intended to alter or change the asset or to increase the useful life of the asset,
but rather to sustain the asset in its present condition. Maintenance and repair costs incurred to keep a fixed
asset in normal operating condition will be expensed.
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