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KEY NOTE
STRUCTURES AND BUILDINGS ALLOWANCES
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The new Structures and Buildings Allowances (SBA)
regime was announced on 29 October 2018. The new
clauses will be inserted into the Capital Allowances Act
2001 at section 270.
On 15 August 2019 HMRC published guidance to
provide more insight into the new rules around tax
relief for the cost of building, buying, or leasing a
structure or building. While the general principles
remain the same, there are a number of changes to the
original proposals in the technical note.
The new rules will apply where contracts are signed on
or after 29 October 2018 and allow 2% [3% from April
2020] tax relief per year, on certain costs incurred on
its purchase, construction or renovation.
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AIM OF THE RELIEF
The introduction of a SBA by the Government, is
intended to encourage investment in the
construction of new structures and buildings for
commercial use but also the improvement of
existing structures and buildings. It is expected
that this tax relief will improve the competitiveness
of the UK as a whole as a destination for
investment.

BASIS OF THE RELIEF
SBA will be allowed as with all other allowances,
as a deduction from taxable profits at an annual
rate of two-percent (2%) [3% from April 2020],
equating to a fifty year writing down period. This
all providing that businesses incur qualifying
expenditure on structures and buildings used for
qualifying activities and where the contract of the
construction works is on or after 29th October
2018.

THE FUNDAMENTALS OF THE RELIEF
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
[3% over 33-year period after April 2020];
• 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;

• claimant must have an interest in the land on
which the structure or building is constructed;
• will not be available for dwelling houses or
furnished holiday lettings;
• 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.

HOW TO CLAIM
As with all other allowances you need to
claim via your tax return BUT you will also
need a written allowances statement before
you claim.
This statement will need to include:
• address and description of property
• earliest written contract date
• total qualifying costs
• the date you started using the building
However, we understand that a letter of intent
may not be a suitable contract date or what
date will be required for works with verbally
and various, separately appointed
contractors.

• 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;
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WHAT EXPENDITURE WILL QUALIFY
SBA will be available for expenditure on structures
and buildings including :
• Offices
• Retail and wholesale premises
• Hotels
• Care homes
• Factories
• Warehouses

such as land remediation, that is deductible in
calculating profits to tax will not qualify for SBA.
Where parts of the structure or building is
divided into a number of parts, some of which
do not qualify, then an apportionment of the
cost will be needed. If this apportionment
means that less than 10% of the costs met the
criteria for the relief than no relief will be given.
Also, any costs associated with shared areas
which cover a dwelling and commercial use
then SBA will not apply.

• Walls, bridges, tunnels
Providing these structures and buildings are
brought into use for these qualifying activities :
• A trade, including a ring fenced trade in the oil
and gas sector
• a profession or vocation

Overseas Buildings
Positively though, SBA will be available on
overseas structures and buildings, where it is
use for a qualifying use and the profits of the
activity are chargeable to tax in the UK.

• an ordinary UK or overseas property business
• a concern listed in Section 39(4) of the Income
Tax (Trading and Other Income) Act 2005 or the
Corporation Tax Act 2009 (mines, transport
undertakings etc.)
• managing the investment of a company with
investment business

Dwellings
Expenditure on residential property or other
such buildings that function as dwellings will not
qualify for SBA. Example is would be university
or school accommodation, military
accommodation or prisons.

Land and Integral Features
There are further exclusions around land and
integral features. Costs on acquiring land or
acquiring rights over land will be excluded. And
where a structure or building is required from a
developer, then the cost of land must be
excluded from the purchase price to establish
the amount of SBA. Integral features will not
be taken into account when calculating the
amount of SBA either.

Parts of Structures and Buildings
It is also useful to point out that where parts of
a structure or building qualify for other
allowances, such expenditure will also not be
allowed under SBA. In addition, expenditure
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AMOUNTS AND TIMING OF RELIEF
This new relief is somewhat similar to the now
defunct Industrial Buildings Allowance but it does
have differences.

Amounts

Subsequent purchasers will be entitled to the
remainder of the qualifying expenditure
reduced by the notional allowances.

Acquisitions and Disposals

The amount of relief will be a flat rate writing
down allowance of 2% (two percent) per year.
Relief on any additional expenditure will need
to be calculated separately.

When an unused constructed building is
acquired, qualifying expenditure will be the
price paid by the purchaser less any amount
relating to land.

Where an accounting period is less than a
year, the allowance will be reduced in
proportion to the length of the accounting
period.

Where a property is disposed of, the remaining
relief will be available to the purchaser over the
remaining time in the 50-year period. Relief for
the period of disposal is apportioned between
buyer and seller.

Where the structure or building is only in
qualifying use for part of the year, here to the
allowance will need to be apportioned in line
with the period of no use.
If the relief is not claimed in a year, it cannot be
carried forward to a later accounting period
and thus will be lost.

Timings
A claim for SBA can only be made once the
property has been brought into first time use.
If that expenditure has been incurred more
than seven years before the qualifying activity,
then that expenditure will not qualify.

Although no balancing allowance/charge
arises. However, for capital gains purposes
the allowable cost of the asset will be reduced
by the total amount of relief that has been
claimed up to disposal.

ANTI-AVOIDANCE RULES
The government has sought to limit the
manipulation of the relief to ensure relief is given in
the appropriate circumstances, unlike experiences
with IBA, BPRA and EZA. The government has
put in place various anti-avoidance rules to prevent
such manipulation of contracts to have a tax
advantage.

Disuse
If a structure or building ceases to be used for
a qualifying activity, relief can be claimed for up
to 2 years. After this time, no more relief can
be claimed until such time as the property is
brought back into a qualifying use.
If an asset is demolished and the owner
decides not to replace it, the owner can
continue to claim the SBA on said asset.

Persons Out With the Charge to Tax
For persons outwith the charge to tax, who are
incurring expenditure on assets that would
otherwise qualify for SBA, a notional
allowances at the annual rate of 2% will be
deducted from the qualifying expenditure.

4

www.cavettaconsulting.co.uk

LEASES
Normally, the SBA will attach to the owner’s particular
interest in the property. However, leasing
arrangements can be complex and be akin to
purchasing the property. Therefore, the government is
seeking to balance the relief to reflect the tax liability.
Special rules apply in order to calculate the level of
SBA for the parties involved when a property is subject
to a lease over 35 years.
Lessees with leases over 35 years, now have
enhanced rights. Where the lease exceeds 35 years
and the market value of the lessor’s interest is less
than one third of the amount paid as a capital sum by
the lessee, then the allowances are transferred to the
lessee for the duration of the lease.
It was originally intended that SBA would pass to the
landlord when a lease expired or was terminated, even
though the tenant had paid for the works. The
Government has now agreed that tenants will keep the
benefit of the SBAs if the lease is renewed, extended
or replaced.

We would advise taking guidance should be taken
when considering purchasing the lease of an asset and
the affect it may have on the availability of capital
allowances.

CONCLUSION
SBA should provide a welcome incentive for business
to invest into commercial buildings, but despite recent
guidance there are still some concerns over the
operation in practice, eg, should the allowance
statement be submitted to HMRC and what happens if
the allowance statement turns out to be wrong or is not
provided?
In addition, there are some complex rules regarding co
ownership, additional VAT liabilities and rebates, which
will need specialist advice to ensure that SBA is not
denied or lost

However, the tenant’s entitlement to SBA will cease if
they receive a payment from the landlord or the new
tenant for the surrender of the lease.

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.
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Alan Cadden

07909 962279
0131 6100056
lois.stirling@cavettaconsulting.com

07703 334317
0141 432 0056
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This briefing is intended to provide an introductory outline to certain aspects of the UK 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.
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