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In this year’s budget there was some 

good and definitely unexpected news, 

for those owning and investing in 

commercial property.

As the 2018 growth forecast is 

upgraded from 1.3% to 1.6%, the 

message for companies from the 

Chancellor was that the UK is very 

much open for business, with new 

incentives for investment in plant, 

equipment and buildings.
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KEY POINTS

What is the issue?

Good news from the Budget 

2018 for the construction and 

property sector.

 

Who does it affect?

Anyone investing in property.

What does it mean for you?

Some changes to the level of 

a l l o w a n c e s y o u m a y b e 

expecting  to achieve.
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TEMPORARY INCREASE IN THE 

ANNUAL INVESTMENT ALLOWANCES

The Chancellor announced a significant, although 

temporary, increase in the amount of the AIA from 

the current £200,000 to £1,000,000. This increase 

will take effect for expenditure incurred from 1st 

January 2019 to 31st December 2020.

This is a welcome increase, but unfortunately is a 

return to difficulties with fluctuating AIA rates 

experienced between 2008 and 2016. As with 

previous changes to the limit, transitional rules will 

apply to businesses with chargeable periods 

spanning 1 January 2019 (when the limit is 

increased) and 1 January 2021 (when the limit 

reverts to £200,000).  So, once again, this will 

require tax payers and their advisors to get to grips 

with the complex transitional rules that are 

required where chargeable periods span the 

changes.

That said, it will allow many more businesses to 

see real value from their investments with the 

increased tax savings.

CAPITAL ALLOWANCES FOR COSTS 

OF ALTERING LAND - CLARIFICATION

The legislation will be amended to clarify that 

expenditure on altering land to install assets that 

do not qualify for capital allowances (i.e. Capital 

Allowances Act 2001 (CAA 01), s. 21 and 22) are 

ineligible for capital allowances. This change will 

apply to claims made on or after 29 October 2018, 

but the law will be treated as always having had 

effect.

It would appear that this step appears to be a 

reaction to decisions in SSE Generation Ltd [2018] 

TC 06618 where the tribunal judge decided that 

land excavation costs for the purpose of creating 

an asset that functions as plant in common law 

were allowable, despite the fact that the structures 

fell within CAA 2001, s. 22.  

The measure will prevent claims based on historic 

expenditure on assets still held.

CAPITAL ALLOWANCES FOR 

STRUCTURES AND BUILDINGS (SBA)

This new allowance will apply to qualifying 

expenditure incurred on or after 29 October 2018, 

although the detail will be subject to consultation.  

The proposed features of the allowance are:

• given at a 2% flat rate over a 50-year period;

• available for new commercial structures and 

buildings, including costs for new conversions or 

renovations;

• available for UK and overseas structures and 

buildings, where the business is within the 

charge to UK tax;

• will be limited to the costs of physically 

constructing the structure or building, including 

costs of demolition or land alterations necessary 

for construction;

• available for eligible expenditure incurred where 

all the contracts for the construction works were 

entered into on or after 29 October 2018;

• will only be possible to make claims when a 

structure or building first comes into use;

• will not be available for land costs or rights over 

land;

• will not be available for costs of obtaining 

planning permission;

• claimant must have an interest in the land on 

which the structure or building is constructed;

• will not be available for dwelling houses;

• the sale of the asset will not result in a balancing 

adjustment;

• integral features and fittings that are currently 

allowable as plant and machinery, will continue 

to qualify for writing down allowances including 

the AIA;

• SBA expenditure will not qualify for the AIA;

• where a structure or building is renovated or 

converted so that it becomes a qualifying asset, 

the expenditure will qualify for a separate 2% 

relief over the next 50 years.
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C A P I T A L A L L O W A N C E S F O R 

STRUCTURES AND BUILDINGS (SBA) 

…

To allow for this consultation, it is proposed that a 

power to introduce the new allowance (to be known 

as the structures and buildings allowance (SBA)) 

will be contained in the Finance Bill 2018–19 and 

the detailed legislation will be included in a 

Statutory Instrument to be introduced after Royal 

Assent to Finance Bill 2018–19.

This allowance will go some way to offset the 

ending of the Enhanced Capital Allowances 

Scheme (discussed below).  However, there are a 

number of points to be refined but it is worth 

pointing out that as this is a capital allowance, it 

may interact with the availability Land Remediation 

Relief e.g. asbestos removal in buildings. 

E N D I N G  O F E N H A N C E D 

ALLOWANCES FOR ENERGY AND 

WATER EFF IC IENT PLANT AND 

MACHINERY

First-year allowances at a rate of 100% are 

currently available for expenditure on certain 

energy efficient and environmentally beneficial 

technologies and products. These are often known 

as enhanced capital allowances (ECAs). Loss-

making companies can currently claim a first-year 

tax credit instead.

The tax credit was due to expire on 31 March 2023 

(having been extended by Finance Act 2018). 

However, both the allowance and the credit will 

come to an end on 31 March 2020 for companies 

and 5 April 2020 for unincorporated businesses.

In the meantime, the lists of qualifying technologies 

will be amended by Statutory Instrument to take 

effect in 2019.

The savings gained by this change will be 

reinvested in an Industrial Energy Transformation 

Fund, to support significant energy users in cutting 

their energy bills and transition UK industry to a low 

carbon future.

We believe this is an unwelcome and unexpected 

change to a measure that has seen a continually 

increasing amount of take-up since it was 

introduced 17 years ago. It would also seem 

counterproductive not to have replaced this relief 

with something else bearing in mind the 

Government’s stated commitment to sustainability. 

REDUCTION OF RATE OF SPECIAL 

WRITING DOWN ALLOWANCE

A special rate of 8% writing down allowances 

capital allowances applies to:

• thermal insulation of buildings;

• integral features;

• long life asset expenditure;

• cars (excluding main rate cars (first registered 

before 1 March 2001, cars with low CO2 

emissions, electrically-propelled cars));

• provision of cushion gas;

• solar panels.

This rate will reduce from 8% to 6% from 1 April 

2019 for corporation tax and 6 April 2019 for 

income tax. 

Whilst a reduction in rates is not good news, for 

those in the property sector, the new SBA will help 

to offset this and based on the Treasury’s impact 

assessment, there should be a net gain to the 

taxpayer. 

F I R S T- Y E A R A L L O WA N C E F O R 

ELECTRIC CHARGE-POINTS

The current 100% first-year allowance for electric 

vehicle charging points was due to expire on 31 

March 2019 for corporation tax and 5 April 2019 for 

income tax. The end date will be extended by a 

further four years to 31 March 2023 for corporation 

tax and 5 April 2023 for income tax.
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This briefing is intended to provide an introductory outline to certain aspects of the United Kingdom 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-making. 

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 business. 

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

add value to your business.  

We offer free advice to businesses 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.

Lois Stirling

07909 962279
0131 6100056
lois.stirling@cavettaconsulting.com 

Alan Cadden

 07703 334317
 0141 432 0056
 alan.cadden@cavettaconsulting.com 

HOW CAN WE HELP?
We can help assess the impact of these changes on your capital expenditure by providing you with an 

initial assessment of the potential allowances available at no cost and without commitment.

In addition, we can assist you maximise the allowances available to you through our specialised 

combined skill set of tax, construction property and equipment knowledge.


