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This presentation provides high level informatio ut¥lant and machinery tax
capital allowances.

The presentation is divided into sectio@wer the following questions:

0 What are capital allowances?

0 How do | claim an ECA:
L 2

e Additional infor i
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What are capital allowances?
Plant or machinery
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You can claim capital allowances when you b§ ets that you keep to

use in your business, e.g.:

* equipment ®
* machinery t&
These are known as ‘plafgan@ynachinery’.
\ 4

* You can dedugct s x all of the value of the item from your profits
before you p

See https://www.gov.uk/capital-allowances for more information
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Capital allowance and depreciation are for di Q)urposes:

* Depreciation is an accounting con€epi, It1s a method of reallocating
the cost of a tangible asset Qve | life span.

* Capital allowance is a tax It is a method of reallocating the
taxable benefit of a tangj over its useful life span.

Depreciation is not a}lﬁ a deduction for tax purposes, and must
be added back to n N or tax purposes. A capital allowance is
given instead o ciation for certain types of asset.

Capital allowa are the sums of money a UK business can deduct
from the overall cOrporate or income tax on its profits.

See https://www.gov.uk/capital-allowances for more information
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Qualifying costs

well as other direct costs
of the purchased equipment

include the cost of buying the equipment
involved, such as the installation and transportatio
(see ETL Technology Criteria for further detail

E.g. for Biomass Boilers, the Scope of the Cl he ETL criteria (updated 2016) is:

hinery can include not only the actual

% lirect costs such as the transport of the
costs of installation. Clarity on the eligibility of

Scope of Claim
Expenditure on the provision of pla
costs of buying the equipment, but
equipment to site, and som&of

direct costs is avai/ab/i f .

The invoiced cost of &xnt is normally the amount claimed. Where there is a
piece of equip is @ligible for an ECA, e.g. an ETL listed motor, which is part of a
larger piece of eqWi that isn’t on the ETL, then if the price of the motor cannot be
separated ou invoice, then the ETL Claims Values document could be used. See:
https://assets.pu ing.service.gov.uk/government/uploads/system/uploads/attachm
ent data/file/694124/energy technology list claim values february 2018.pdf



https://www.gov.uk/government/collections/energy-technology-criteria-list-etcl-information-by-categories#guidance
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/694124/energy_technology_list_claim_values_february_2018.pdf
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It is up to each business
to select the
appropriate tax option
for its particular
circumstance.

In choices as to which
capital allowance
option to pursue a
business should take
financial advice from
its tax advisers.

*The Government announced at Autumn Budget 2017 an extension to the lifespan of the tax relief for loss making businesses (who purchase items

Businesses can write off
100% of the qualifying
costs on eligible Plant
and Machinery against
the taxable profits in the
first-year, i.e. the year
the investment is mad

There is no cap ogth

businesses*.

Writing Down Alle an. »s

ies, “Special
gte”) of the
ying costs against
he taxable profits per
year on a reducing
balance basis.

Relief is spread over
several years.

Plant or machinery capital allowance choices

Enhanced Capital Annual Investment
Allowance (ECA) Allowance (AlA)

Businesses can write off
100% of the qualifying
costs on eligible Plant
and Machinery against
the taxable profits in the
first-year, i.e. the year
the investment is made.

The AlA is capped. From
1 January 2016 the AIA
was capped at £200,000.

from the ETL). The rate claimable will now be two-thirds of the Corporation Tax rate.
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The ECA value in
the year of
purchase is nearly
6 times the value
of the standard
Capital Allowance
(CA); and 12.5
times the value of
the special rate
pool CA; and is the
same as the AIA

Visual comparison between tax relief options

Tax relief for £25,000 of spending on i

30000

e
N
o
o
o
o

Expenditure (£)

Standard CA Special Rate
(18%) Pool CA (8%)

B Tax relief in year of purchase  The Standard CA and the

m Total expenditure

Special Rate Pool CA can be
claimed in future years.

ing purchases

Annual
Investment
Allowance

(100%)
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If a business incurs no more than £200,000,q®alifying expenditure in
an accounting period, they would prqgba oose to claim the AIA

for all of the expenditure (as this i r option than working
out whether the conditions for E

If the AIA limits have been
advantage of other capital

An Enhanced Capitgy} WRRCEe .
could be claimed d I could be claimed on
ETL eligible plant.ane maghinery non-ETL eligible plant and

purchases. machinery purchases.
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How do | claim an ECA?
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Consult the ETL for “listed”

technologies or ETL criteria for
“unlisted” technologies

For “unlisted”* ETL technologies your
manufacturer will need to review
products against the ETL criteria. If a
product complies with the criteria, it
is eligible for an ECA claim. The
manufacturer will need to provide
compliance information and a letter
stating that the product(s) being
purchased are ETL compliant and
eligible for an ECA claim. This must
be supported by other technical
information (e.g. technical data
sheets) to substantiate the claim.

Make a qualifying
Capital purchase
It’s important to talk
to your business’s

) 3¢, ‘upporting
. cumentation
(invoice, etc.)

Claim allowance

For “listed” ETL For more
technologies, information about
purchasers should claiming allowances,
make sure to print a please visit the
screenshot HMRC website at
demonstrating that https://www.gov.uk/
the product was capital-
listed on the ETL at allowances/first-
the date of purchase year-allowances

e

ETL criteria
0


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/385527/2014_Combined_Heat_and_Power.pdf
https://www.gov.uk/capital-allowances/first-year-allowances
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Additional information
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Where can | find more information?

https://www.gov.uk/capital-allowances/first-yea

or contact Tunde Ojetola, tunde.ojetola@hm
For information about the ETL please ws& ww.gov.uk/guidance/energy-

For more information on the ECA scheme: 9
For tax questions please visit the HM Revenue @ bsite:

technology-list

or contact the ETL Helpline on:
ontrust.com.

See our Information for Purchasers

To search for a produci L please visit:
https://etl.beis.gov.ulie ve/ETL PUBLIC PRODUCT SEARCH

This pack has been prepate &)\Carbon Trust for BEIS. Whilst reasonable steps have been taken to ensure the information
rrect, BEIS, the Carbon Trust, its agents, contractors and sub-contractors give no warranty
and make no represent s to its accuracy and accept no liability for any errors or omissions.
© Crown copyright 2018
You may re-use this information (not including logos) free of charge in any format or medium, under the terms of the Open Government
Licence.

To view this licence, visit www.nationalarchives.gov.uk/doc/open-government-licence/ or write to the Information Policy Team, The

National Archives, Kew, London TW9 4DU, or email: psi@nationalarchives.gsi.gov.uk.
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https://www.gov.uk/capital-allowances/first-year-allowances
https://www.gov.uk/guidance/energy-technology-list
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/686850/Key_Information_for_Purchasers_Factsheet__February_2018.pdf
mailto:ECAQuestions@carbontrust.com.
https://etl.beis.gov.uk/engetl/fox/live/ETL_PUBLIC_PRODUCT_SEARCH
http://www.nationalarchives.gov.uk/doc/open-government-licence/
mailto:psi@nationalarchives.gsi.gov.uk



