






































•

•

•

•

•



•

•

•

•

•

•

































•

•



•

•

•



•

•

•

•

•

















10 January 2024

Capital Allowances

• Money Matters Forum

• Jane Martin
• jane.martin@rsmuk.com



What are capital allowances?

• Capital allowances are a form of tax relief which are available on capital expenditure.

• To claim the relief, the following entitlement conditions must be met;

▪ Qualifying activity - trade, property business – for commercial property this could be owner occupier, landlord, tenant

▪ Capital expenditure must be incurred on the provision of plant and machinery for the purposes of the qualifying activity

▪ The claimant must own the plant and machinery 

▪ There must be a relevant interest in land - freehold or leasehold - for fixtures in commercial property

▪ The claimant must be subject to UK tax

• Capital allowances are covered under CAA2001 legislation.
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Summary of capital allowances 
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Type of allowances Rate per annum

Super deduction / SRP FYA (ended 31 March 2023) 130%/ 50%

Full expensing / SRP FYA (started 1 April 2023) 100%/ 50%

FYAs (Electric cars and charging points) 100%

Main pool WDAs 18%

Special rate pool WDAs 6%

Structures and buildings allowances 3%

Research and development allowances 100%

Land remediation relief 150%

Freeports (plant including integral features) * 100%

Freeports (structures and buildings allowances) * 10%

*On capex incurred on or before 30 September 2026 



Full Expensing – HMRC criteria

• The criteria set out by HMRC to make a claim for full expensing tax relief is:

▪ The claimant must be a company subject to UK corporate tax – unincorporated businesses are not eligible

▪ For eligible expenditure incurred from 1 April 2023 onwards – was to cease on 31 March 2026, now permanent

▪ The plant and machinery must be new and unused

▪ Claim in the year of expenditure only – but not in the period the qualifying activity ceases

▪ Plant must not be acquired for leasing – exclusion for background plant and machinery in a building, ie fixtures

▪ Cars do not attract full expensing tax relief

▪ Specific rules on disposal of assets which have had full expensing relief – balancing charge
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Full Expensing – Cashflow example 

• Client has incurred £5m of qualifying expenditure – assume split is £3m Main Pool and £2m Special Rate Pool

• Assume the £1m AIA is available.
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Details Main pool - FE
Special Rate pool - 

FYA

Rate 100% 50%

Addition £3,000,000 £2,000,000

AIA claimed £1,000,000

Allowances £3,000,000 £500,000

Total Deduction in Year 1 with AIA £3,000,000 £1,500,000

Cash tax saving at 25% CT £1,125,000

Details Main pool – WDA
Special Rate pool –

WDA

Rate 18% 6%

Addition £3,000,000 £2,000,000

AIA claimed £1,000,000

Allowances £540,000 £60,000

Total Deduction in Year 1 with AIA £540,000 £1,060,000

Cash tax saving at 25% CT £400,000

Additional cashflow benefit = £725,000 
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Any questions?
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