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As part of our series discussing the various capital 

allowances regimes around the globe we begin with 

Ireland.

Over time, tax relief associated with designated 

incentive Schemes within Ireland has been phased 

out.  So if investing in Ireland, it is worth considering 

other ways of minimising tax to be paid on rental or 

trading profits.  One of those methods is their very 

generous Tax Depreciation regime.

KEY POINTS

What is the issue?

Maximising tax relief when 

investing in Ireland through 

their Tax Depreciation regime.

 

Who does it affect?

Anyone investing in property 

within Ireland.

What does it mean for 

you?

Enhanced tax savings
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THE TAX DEPRECIATION REGIME

Tax Depreciation is the means by which a tax 

paying entity writes off its qualifying capital 

expenditure on plant and machinery against its 

profits, thereby reducing the overall profit level.  

This claim for depreciation is generally referred to 

as Capital Allowances.

Basically, where a taxpayer, who is carrying on a 

trade or invests in property, incurs expenditure on 

the plant and machinery, for the purpose of the 

trade or rental business, and that plant and 

machinery is in use at the end of the taxpayers 

accounting period, capital allowances should be 

available against the tax paying entity’s profits at 

the appropriate rate.

ENTITLEMENT TO CLAIM CAPITAL 

ALLOWANCES

Where a taxpayer is claiming capital allowances 

against trading profits, capital allowances can be 

claimed if:

• They have incurred the expenditure

• The plant belongs to them and, 

• The plant is in use for the purposes of the 
trade at the end of the taxpayer’s accounting 
period.

For landlords, the process of claiming is slightly 

less straight forward.  The question of entitlement 

depends on which party to the lease bears the 

burden of wear and tear on the plant and 

machinery.  In addition, the entity bearing the 

burden must also be responsible for replacing the 

asset in the event that it is no longer in working 

order.  This would be established through the 

terms of lease.

WHAT ITEMS OF CAPITAL 

EXPENDITURE QUALIFY?

As far as expenditure on residential and 

commercial property is concerned, the following 

capital allowances are available for qualifying 

expenditure:

• Wear and Tear Allowances (WTAs)

• Accelerated Capital Allowances (ACAs)

• Industrial Buildings Allowances (IBAs)

WHAT ARE THE RATES FOR CAPITAL 

ALLOWANCES?

WTAs – available over 8 years @12.5% per 

annum

ACAs – 100% available in the year of first use for 

expenditure on certain energy saving equipment

IBAs – available over 25 years at 4% per annum

Wear and Tear Allowances

Of the above types of capital allowances, WTAs 

would be the most common.

There is no definition of what constitutes plant or 

machinery in the Taxes Act 1997.  As with UK, 

machinery is pretty straightforward following a 

dictionary definition i.e. apparatus with several 

parts, that supplies mechanical power.

Again as with UK, plant is rather more difficult to 

define and has been the subject of many law 

cases.

However, some of the below items are deemed to 

be qualifying for capital allowances:

• Heating, ventilation, and air-conditioning

• Lifts, escalators, and moving walkways

• Sanitary fittings

• Catering equipment

In addition to the above items, there are many 

other items that have been held to be plant or 

machinery through case law.  However, this 

depends on how they are used within the business 

of the taxpayer.

The “premise” principle is also used for guidance 

as to whether the item has a function as plant as 

opposed to being part of a setting in which the 

business is carried on.  Again, this can vary 

depending on the nature of the business and is an 

area where expert guidance can maximise the 

allowance available.
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Accelerated Capital Allowances

The ACA scheme was introduced in FA 2008 and 

is available to companies and sole traders (since 

1 January 2017) incurring expenditure on certain 

newly installed energy-efficient equipment, used 

in their trade.

In addition, the company must incur a minimum 

amount of expenditure on the equipment, which 

varies between the technologies.

There are ten ACA qualifying equipment 

categories which include:

• Lighting

• HVAC Systems, Motors and Drives

• Building Energy Management Systems

• Information and Communications 
Technology

• Heating and Electricity Provision

• Catering and Hospitality Equipment

• Motor and Drivers

• Refrigeration and Cooling Systems

Industrial Building Allowances

IBAs still exist in Ireland, unlike the UK.  The 

definition of what constitutes an IBA is also wider 

than the UK one, and includes buildings in use as:

• Mills, factory or similar premises

• Airport operation or management runways 
and approach

• Dock undertaking

• Growing produce for market intensive 
production of certain farm animals

• Hotel undertaking

• Convalescent homes, specialist palliative 
car or sports injury clinic

• Certain camping and caravanning sites

The Act also specifies what buildings are 

excluded from the definition including: 

• One in use as a dwelling

• A retail shop

• A showroom or office

• A purpose ancillary to the above

In addition, certain types of expenditure are also 

excluded:

• Acquisition cost of the land

• Expenditure on the provision of plant and 
machinery

• Expenditure which qualifies for capital 
expenditure on scientific research or mining 
development allowance

The annual allowance can be claimed each year 

until the cost is fully allowed, on a straight line 

basis over 25 years.  However, this rate may be 

different for some building types e.g. nursing 

homes.

FURNISHED HOLIDAY LETTINGS

For expenditure incurred post 4 December 2002, 

capital allowances may be claimed on 

expenditure incurred on fixtures and fittings.  The 

annual allowance is again calculated on a 

straight-line basis @12.5% per annum.

The allowances can only be offset against CASE 

V income and must be deducted in priority to 

losses carried forward.
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USEFUL LINKS

Taxes Consolidation Act 1997, Part 9 Principal Provisions Relating to Relief for Capital Expenditure

http://www.irishstatutebook.ie/eli/1997/act/39/section/268/enacted/en/html#part9

This briefing is intended to provide an introductory outline to certain aspects of the Irish Capital Allowances regime. It should not be 

used instead of obtaining proper professional advice.  The outline is for guidance only and is not an appropriate basis for decision-

ABOUT US

At Ċavetta Consulting our directors have considerable experience advising businesses, property investors, 

landlords and occupiers on all capital allowances implications that impact their businesses. 

Our fee structure is tailored to take account of the tax status of the individual or business and is designed to 

add value to you or your business.  

We offer free advice to our clients at the pre-planning stage of their business to make them aware of the 

benefits the tax system allows and a no obligation review of completed or potential schemes in order to 

determine whether a viable claim for property.
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LOSSES

It is possible to create or augment certain losses 

by having capital allowances deducted in 

computing the loss.

Certain losses can’t be used to create or augment, 

but they can reduce profits or balancing charges.  

So, it is important to consider current and brought 

forward capital allowances and the order in the 

which they are used to maximise their benefit.

HOW CAN WE HELP?

We can help you by providing an initial 

assessment of the potential allowances available 

at no cost and without commitment.

We can also assist you maximise your 

allowances through our specialised combined 

skill set of tax, construction property and 

equipment knowledge.
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