Capital Allowances
Claiming Capital Allowances

Since its formation in 2004 Thomson
Gray has continued to build a
reputation for quality cost advice
and management. We are fortunate
enough to have developed strong and
valued links with our clients, and the
high volume of our repeat business is
perhaps a barometer of the quality of
service we provide.
The aim of our business is to deliver a
comprehensive client-focussed service,
addressing whole-life as well as capital
costs, and which is dedicated to adding
value to client’s construction and
property activities.
In 2008 Thomson Gray was voted one of
the top 50 fastest growing companies
in the UK construction industry by
“Building” magazine, having won the
“Best New QS Practice in the UK” three
years earlier.

WHAT ARE CAPITAL ALLOWANCES?
They are a tax relief on qualifying expenditure used
in the course of trade. They are available to all tax
payers and can be set off against taxable profits.
The allowances from April 2012 are:Plant and
Machinery

18% per annum on a reducing
balance basis

Integral Features

8% per annum on a reducing
balance basis

Long Life Assets

8% per annum on a reducing
balance basis

Long life assets are any equipment with an
expected use for economic life of over 25 years’.
These allowances are also available to overseas
investors trading in the UK and subject to UK tax.
KEY TAX RELIEFS
The key reliefs available for refurbishment or
extension / new build projects for non-residential
property can be summarised as follows:100% tax relief for expenditure on “like for like”
repairs
100% tax relief for expenditure within Annual
Investment Allowance (AIA), which may be up to
£200,000
18% writing down allowances for plant and
machinery (in excess of AIA)
8% writing down allowances for integral features
(in excess of AIA)
Tax relief available for thermal insulation (8%
writing down allowance)
Potential for 100% tax relief on ‘green’
technologies
Valuable allowances for converting / renovating
unused business premises
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Additional 50% deduction allowed for
contaminated land remediation costs

To make a claim for plant and machinery
you must fulfil the four golden rules:You must own it
You must have paid for it

Examples of Integral Features above which qualify
at 8% writing down allowance are:Space or water heating systems, power to
ventilation and air conditioning installations and
any floor or ceiling comprised in such systems

It must be for the purpose of trade

Lifts, escalators and moving walkways

You must be a taxpayer

Cold water supplies
Electrical systems including general wiring and
lighting systems

Thomson Gray’s chartered surveyors have
specialised tax training with many years
experience
The surveying discipline is vital in claiming these
allowances as it brings together measurement,
estimating and knowledge of construction
techniques. Professionally qualified accountants
with overall tax and property tax knowledge
and experience support this expertise. The two
professions, specialists in their own right, can work
in tandem to maximise Capital Allowance claims
WHAT IS PLANT AND MACHINERY?
There is no precise definition of plant and
machinery. To qualify as plant, a piece of
equipment / machinery must perform a function
used for carrying out the business and NOT
become part of the premises. Examples of
qualifying plant and machinery expenditure
include:-

Solar panels
External solar shading
In addition, certain associated expenditure on
builders work, preliminaries and fees will also
qualify.
WHO CANNOT CLAIM CAPITAL ALLOWANCES?
Non-tax payers such as pension funds, charities
and other non-profit organisations such as trusts
and local authorities
Companies or individuals engaged in the
development and trading of property - their
expenditure is classed by the Inland Revenue as
“stock in trade” which is bought or constructed
for sale, and is therefore not capital expenditure

Fire and intruder alarms
Movable partition walls
Sanitary fittings
Catering equipment
IT hardware & software, telecoms equipment
Plenum ceilings
Furniture & carpets
Communications systems
Fire protection
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AREAS WHERE CAPITAL ALLOWANCES APPLY
NEW AND NEWLY FITTED BUILDINGS
Most newly constructed or newly fitted out
buildings can benefit significantly from Capital
Allowances, including Hotels, Offices, Call
Centres, Shopping Centres, Leisure, Retail,
Nursing Homes, Stadia, Industrial and Owner
Occupied premises.
FOR MORE INFORMATION
CONTACT ALAN BROWN OR
STUART GRAY AT:
EDINBURGH
5 Thistle Street, Edinburgh, EH2 1DF
0131 226 5076
GLASGOW
Tay House, 2nd Floor,
300 Bath Street, Glasgow, G2 4JR
0141 406 7434
MELROSE
East Port, Melrose, TD6 9RA
01896 822 791
INVERNESS
Alton House, 4 Ballifeary Road,
Inverness, IV3 5PJ
01463 223 463
ABERDEEN
Chattan Mews Offices
18 Chattan Place, Aberdeen, AB10 6RD
01224 210 422
ALAN BROWN
alan.brown@thomsongray.com
STUART GRAY
stuart.gray@thomsongray.com
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REFURBISHMENT AND ALTERATIONS
Typically between 50% and 80% of the cost
associated with the refurbishment of a high quality
office building will qualify for Capital Allowances
PURCHASED BUILDINGS
Plant and machinery allowances are also available
in respect of acquisitions of existing properties.
Known as an apportionment claim, valuation
techniques are required to apportion the purchase
price to its constituent parts - land, building, plant
and machinery and integral features. The claims for
Capital Allowances may be restricted depending
upon the claims made by previous owners
REPAIR OF EXISTING PROPERTY – 100% RELIEF
The first question to ask in a refurbishment project
is whether any of the expenditure would qualify
as a “like-for-like” repair of part of an asset (eg
replacement windows). If this is the case then it
may be possible to secure 100% tax relief for this
expenditure when it is incurred.
FIXED YEAR ALLOWANCES - ’ENHANCED CAPITAL
ALLOWANCES’
100% allowance may be available if energy efficient
or water saving plant or materials are purchased
or used in construction. The Carbon Trust /
Defra have produced a list of what constitutes
“energy-efficient” and “water-saving” plant. These
allowances allow you to make a claim for up to 100%
of the cost of this item against your business profits
in the first year of purchase.

RESEARCH AND DEVELOPMENT
Most businesses, regardless of size, can claim
Capital Allowances on their capital investment on
R&D and it may be possible to claim immediate
tax relief for 100% of certain building costs.
CONTAMINATED LAND
150% allowance on costs associated with the
remediation of contaminated land prior to building.
ANNUAL INVESTMENT ALLOWANCE (AIA)
– 100% RELIEF
From January 2016 there is an annual investment
allowance of 100% for the first £200,000 qualifying
expenditure available to all taxpayers. This can be
applied to either plant and machinery or integral
features.

Capital Allowances - Recent changes
to Legislation Services
SECTION 198 - PURCHASED PROPERTIES
For second-hand property transactions, the
claim is calculated using a ‘just and reasonable
apportionment’ of the purchase price (potentially
restricted by former owners’ claims), and missed
claims may be remedied many years later.
Therefore, in the past, Capital Allowances have
generally been ignored when valuing property.
However, from April 2012 (in the Finance Act 2012)
the UK government changed the rules so that a
failure to deal with Capital Allowances promptly will
lead to the buyer irrevocably losing all of the tax
relief that it would otherwise be entitled to.
Furthermore, if the property is later sold again,
no future owner of the property will ever be able
to claim any Capital Allowances on those fixtures.
The likelihood is that this may adversely affect the
price of some properties. So, a business acquiring
a £1m commercial property, but failing to deal with
Capital Allowances properly, could end up paying
additional tax of between £50,000 and £100,000
(and as much as £190,000) and suffer damage to
the property’s future sale price.

WHY THOMSON GRAY?
The strengths and advantages of using such
a specialised company can be highlighted as
follows:A one stop service to control and manage
the preparation and agreement of claims
Cost effective preparation, negotiation
and agreement of claims
Specialist legal and tax knowledge in the
area of Capital Allowances
Excellent working relationship with the
Inland Revenue and Valuations office with
whom we have achieved a high success
rate
BENEFITS
In general where plant qualifies at 18% then
more than 60% of the cost will have been
relieved against taxable profits after 5 years (80%
after ten years). The full cost of any plant will
become tax allowable over time. Integral features
qualifying at 8% will relieve the capital cost over a
corresponding period.
The above percentage benefits will be greater
when the Annual Investment Allowance is applied
and also where plant and machinery qualifies for
Enhanced Allowances under the criteria and list of
technologies published by DEFRA.
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