
 

 

                                                                                

 

CAPITAL ALLOWANCES 

 

What are Capital Allowances (UK Tax) 

Capital allowances  r      r     tax relief  v    b         b           

Th           deduct the cost of certain capital assets from your 

taxable profits, r         h              x      w   Th          v    

r p                  pr           r   x p rp    ,         pr            ’  

  x        b    

Why Do Capital Allowances Exist? 

• T      w b                 tax relief           r          h   b     r 

        h  b         

• T       r    investment       h   r ,  q  p    ,    r   r    r , 

        v      

What can you claim Capital Allowances on? 

Y                        plant and machinery,            

• Eq  p     

• M  h   r  

•          v h      (  r , v   ,   rr   ) 

• F x  r   (    ,      r            , h       AC) 

  h r q                r             

• C    r     v h      

• C r     b          x  r                        

• R    r h &   v   p     r             

What you can’t claim on? 

C p         w      do not  pp       

•      

• M    b         

• I       r p r          

•              r                (    , b       r h  p       ) 

Types of Capital Allowances 



 

 

                                                                                

 

1. Annual Investment Allowance (AIA) 

I                       p    £1            q          p     &    h   r   

2. First-Year Allowances (FYA) 

A   w  100%  r 50%               h    r      r   r   r            (    , 

   r              q  p    ,  p      r          ) 

3. Writing Down Allowances (WDA) 

Wh   AIA FYA  r  ’   v    b  ,              %    h    r (    , 18%      

r   , 6%  p      r   )  

4. Structures & Buildings Allowance (SBA) 

Pr v     r        r   r     b        r         p      xp      r   v r      

   r   

 

Who can claim capital allowances? 

C p         w          b          b   

• C  p      

• I   v           p r   r h p  w  h   x b    r      pr      

•             p      C rp r      T x  r I      T x     r             

 

Illustration of Capital Allowances Tax Calculation 

Your company buys the following assets in the 2025/26 tax year: 

Asset Cost Qualifying Treatment 

Machine (main-rate pool) £40,000 Eligible for AIA (100%) 

Office air-conditioning 

(special-rate asset) 
£20,000 

Not using AIA — claim Writing 

Down Allowance (6%) 

 

Step 1 — Apply Annual Investment Allowance (AIA) 

AIA     w                100%    q          p     &    h   r   p     h  £1 

          p  

AIA       



 

 

                                                                                

 

• M  h          £40,000 

• AIA     w b    £40,000 

• T x        b          = £40,000 

Step 2 — Apply Writing Down Allowance (WDA) 

WDA calculation 

• A           £20,000 

• WDA r     6% 

• C      £20,000 × 6% = £1,200 

Tax-deductible amount = £1,200 

R         p    v       rr      rw r  = £20,000 − £1,200 = £18,800 

 

Step 3 — Total Capital Allowances Claim for 2025/26 

 

Allowance Type    Deduction  

AIA (   h   )    £40,000 

WDA ( p      r    AC     )  £1,200 

Total Capital Allowances  £41,200 

 

Step 4 — Corporation Tax Saving 

A         h    rp r        x r       25%  

T x   v   = £41,200 × 25% = £10,300 

 

 

 


