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PROPOSED AND  
TEMPORARY REGULATION 

What does this mean? 



WHY IS THIS IMPORTANT? 

Decrease in IRC §179 

Decrease in bonus depreciation 

Loss of 15 year life –  
LHI, restaurants & retail 



• Plumbing systems 
• HVAC 
• Electrical systems 
• All escalators 
• All elevators 
• Fire protection and alarm systems 
• Security systems 
• Gas distribution systems 
• Any other systems defined in published 

guidance 

REQUIRED BUILDING SYSTEMS 



ROOF? 



If the expenditure is an  
improvement to a component,  

it must be treated  
as part of the building. 



MORE LIKELY TO  
REQUIRE CAPITALIZATION 



DISPOSITIONS? 

IMPORTANCE OF SEGREGATION! 



SAME COST  
SEGREGATION STUDY  



LEASEHOLD IMPROVEMENTS 



TANGIBLE PERSONAL PROPERTY 

All components that are 
functionally interdependent 



• Fixes a material condition or defect  
• Results in a material addition (including 

a physical enlargement, expansion, or 
extension); or 

• Results in a material increase in capacity 
(including additional cubic or square 
feet), productivity, efficiency, strength, 
or quality of the unit of property or the 
output of the unit of property. 

BETTERMENT? 



• The payment results in a 
betterment 

• Restores the property to its 
original condition  

• Adapts the property to a new or 
different use 

BETTERMENT? 



NO BRIGHT LINE TEST! 



DE MINIMIS TEST 

Applicable financial statement! 

• > = 1% of gross receipts for year 
• >= 2% of depreciation on 

financial statement 



MATERIALS & SUPPLIES 
$100 De Minimis definition of  

materials and supplies 



MATERIALS & SUPPLIES 

• Useful life of less than 12 months 
• Repair, maintain, or improve a unit of 

property 
• Rotatable parts and temporary spare 

parts   



Year-End Tax Seminars 
SAVE THE DATE! 

• NOVEMBER 28 – Westborough 
• NOVEMBER 29 – Westwood (Exclusively for Clients) 

• DECEMBER 4 - Westwood 



Would you like to learn more? 
Sign up for our Newsletters at www.gggcpas.com 

to see upcoming GG&G webinars! 
 



Questions? 

Michael D. Koppel, CPA, PFS 

mkoppel@gggcpas.com 



Disclaimer 
The contents of this webinar intended for educational purposes only. 
 
This webinar provides a brief summary based on our understanding and interpretation of current 
law.  All tax references are to federal tax law only, unless otherwise stated.   
 
The information contained in this webinar is general in nature and is based on authorities that are 
subject to change.  It is not, and should not be construed as accounting, legal or tax advice or 
opinion provided by Gray, Gray & Gray, LLP.  The material presented may not be applicable to, or 
suitable for, specific circumstances or needs, and may require consideration of non-tax factors and 
tax factors not described herein.  Contact Gray, Gray & Gray or another tax professional prior to 
taking any action based upon this information.  Changes in tax laws or other factors could affect, 
on a prospective or retroactive basis the information contained herein; Gray, Gray & Gray assumes 
no obligation to inform the reader/webinar attendee of any such changes. 
 
The material presented in this webinar is not intended to, and cannot be used to, avoid IRS 
penalties.  This material supports the marketing and promotion of accounting services.  Seek 
advice based on your particular circumstances from independent tax, legal accounting, insurance, 
investment and financial advisors. 
 
Michael D. Koppel, CPA, CPFS is a Certified Public Accountant in Massachusetts and is a partner at 
Gray, Gray & Gray, LLP. 
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