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KEY NOTE 
SUPER-DEDUCTION CAPITAL ALLOWANCES
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The 2021 Budget announced a new and extremely 
generous first year allowance for Main Pool Plant 

at 130% and also a 50% First Year Allowances for 
Special Rate Plant.

These will be temporary increases in tax relief for 
companies who invest in certain types of new 

plant and machinery between 1 April 2021 and 31 
March 2023.  

Although a generous give back by the Treasury,  
as ever the devil is in the detail and not 

everyone, or all types of expenditure are going to 
benefit in the same way.
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KEY POINTS

What is the issue?
The new Super-Deduction First 

Year allowance and what are 

the rules for claiming.
 
Who does it affect?
A n y o n e w h o i n t e n d s t o 

purchase plant and machinery 

between 1 April 2021 and 31 

March 2023.

What does it mean for 

you?
Additional generous tax savings 

where the criteria for claiming 

are met.
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AIM OF THE RELIEF
Capital allowances allow businesses to write off the 
costs of tangible capital assets, such as plant or 
machinery, against their taxable income. They take 
the place of commercial depreciation, which is not an 
allowable tax deduction.
Capital Allowances are often used as a mechanism 
to encourage investment in turbulent economic 
times. The effect is that it encourages investment to 
occur earlier than would be planned and to stimulate 
the property sector as well as general investment
First-year allowances allow enhanced rates of relief 
for certain plant and machinery investments, 
providing claims are made in the period the 
expenditure is incurred. The super-deduction is an 
enhanced first-year allowance providing an 
allowance exceeding the cost of the asset.
The Treasury thinks that the addition of super 
deductions to Britain's capital allowances system, will 
make it amongst the most competitive in the world 
for business.  However, the real in-depth specifics of 
what expenditurewill fall into the scope for the super 
deduction are not yet known.

BASIS OF THE RELIEF 
In essence, based upon the draft legislation there is 
no real change to the legislation unless you a Limited 
Company that is purchasing brand new plant and 
machinery, installing new plant and machinery as 
part of a development or refurbishment or purchasing 
new plant and machinery as part of the purchase of 
building from a developer.
So, from the 1st April 2021 until 31st March 2023, 
where you are incurring expenditure on NEW plant 
and machinery within a limited Company, there is the 
introduction of a new “Super-Deduction”.  This 
means a deduction of 130% of the qualifying 
expenditure can be claimed in the year expenditure 
is incurred.

The 130% deduction relates to plant and machinery 
that would qualify as main pool plant, ie carpets, fire 
alarms, items that aren’t defines as “integral 
features”.

For, special rate plant and machinery, items defined 
as integral features, a 50% first-year allowances for 
qualifying items.

The guidance states that the Super-Deduction will 
not be available for used or second-hand assets. It 

will also not be available for expenditure incurred 
under a contract agreed prior to 3 March 2021.

THE FUNDAMENTALS OF THE RELIEF 
Limited Companies
130% Super-Deduction
General ‘Main Pool’ plant and machinery includes 
most loose plant, machinery, and equipment that a 
business might need to use in their trade (e.g. 
furniture, catering equipment, computers, cranes, 
and diggers etc.) as well as certain fixtures installed 
in structures or buildings (e.g. CCTV, kitchens, fire 
alarms, sanitary ware etc).

Instead of an 18% writing down allowance, 
companies subject to corporation tax (CT) will be 
allowed to deduct 130% of the qualifying expenditure 
involved. This means an immediate potential tax 
saving of 19% plus 5.7% (for the enhanced portion) 
resulting in an overall cash tax saving of 24.7% of 
the qualifying expenditure involved.

50% First-Year Allowance
For Special rate expenditure, instead of a 6% writing 
down allowance, companies subject to CT will be 
allowed to deduct a 50% first year allowance (FYA), 
a significant accelerated timing benefit.

Examples of ‘Special Rate Pool’ expenditure 
include:- lifts, escalators and moving walkways; 
space and water heating systems; air-conditioning 
and air-cooling systems; hot & cold-water systems 
(but not toilet and kitchen facilities); electrical 
systems, including lighting systems; external solar 
shading; certain long-life assets; and solar panels.
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THE FUNDAMENTALS OF THE RELIEF 
Non-Limited Companies
Unfortunately, the 130% and 50% first-year 
allowances are not available to Non-Limited 
Companies, eg. LLPs or personal holdings.

However, the increased Annual Investment 
Allowance (AIA) of £1million will be available but 
please note this is due to reduce to £200,000 from 1 
January 2022.  So, it is advisable to plan any 
expenditure on plant and machinery carefully.

Any expenditure over the £1million will of course 
attract writing down allowances of 6% for integral 
features and 18% for main pool plant and machinery.

In addition, the Structures and Buildings Allowance 
will be available at 3% on a straight-line basis for 
most commercial properties.

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.

However, if there are not enough profits to use the 
allowances these can be rolled forward into their 
respective pools and written down at the appropriate 
rates.

WHAT EXPENDITURE WILL QUALIFY
All expenditure on plant and machinery will qualify 
proving it meets the requirements of CAA 2001.

Exclusions 

However, both the super-deduction and enhanced 
deduction will fall within the existing first year 
allowance provisions which are subject to several 
restrictions, the most significant of which are cars, 
second-hand assets , connected part transactions 
and expenditure on assets for leasing.

Disposal of FYAs

Amendments will be made to bring in new disposal 
rules that will apply to assets that have been claimed 
to these allowances. Disposal receipts should be 
treated as balancing charges (taxable profits), 
instead of being taken to pools. The calculation 
includes rules which treat only part of the disposal 

receipt as a balancing charge, if part of the original 
expenditure is claimed by these temporary 
allowances, or part is claimed by other capital 
allowances.

In addition, for assets that have been claimed under 
the super-deduction, the disposal value for capital 
allowance purposes should take the disposal receipt 
and apply a factor of 1.3, except where disposals 
occur in accounting periods straddling 1 April 2023, 
resulting in a factor lower than 1.3. 

ANTI-AVOIDANCE PROVISIONS Provisions 
are included in the legislation that provide  that a just 
and reasonable adjustment can be applied if a 
relevant tax advantage arises from relevant 
arrangements. It states that arrangements to obtain a 
tax advantage are or include steps that are contrived 
or abnormal or lack a genuine commercial purpose, 
or the arrangements can be regarded as 
circumventing the intended limits of relief under CAA 
2001 or otherwise exploiting shortcomings in that 
Act. 

In addition, the existing anti-avoidance provisions 
within Chapter 17, CAA 2001 which also apply to 
these reliefs. 
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CONCLUSION
In summary, there is no real change to the capital 
regime unless you are a Limited Company .  

However, given that tax computations do not typically 
track capital allowances claims on an individual asset 
basis once the item has been pooled, companies will 
need to keep more accurate records in order to comply 
with the new disposal calculations.

In due course, Legislation will be introduced in the 
Finance Bill 2021 to amend Part 2 CAA 2001 to bring 
in the 130% super-deduction, and the 50% first-year 
allowance for special rate assets.
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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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