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Banking Tax & Finance

UTILISATION OF CAPITAL ALLOWANCES

INCOME TAX

The various options for utilising Capital
Allowances are illustrated by the adjacent
chart. Factors to consider when deciding
whether to make a full or partial Capital
Allowances claim include the restricted
relief for losses carried forward as
compared to current year losses. For
Corporation Tax, refer to chart below.

Income Tax

Property busines

Current year profit 5! Current year loss 15|

Set against
Notes: current year profit (2]
(1) Furnished holiday letting business treated as a CAA 2001 s2

trade - CAA 2001, s249.
Set against any Carry forward

income of current against future profits
and next year (3] of property business

(2) Unutilised Capital Allowances can be used to
create a loss as they are treated as an expense of
the trade or property business - CAA 2001 s2.

ITA 2007 s120 ITA 2007 s118
(3) The loss is restricted to the lower of (a) the
actual loss, or (b) the net Capital Allowances -

Consider disclaiming
ITA 2007 s122.

allowances - car

forward larger Capital
Allowances pool

(4) The utilisation of losses derived from
Partnership trades are further restricted by ITA
2007 s103C in certain circumstances to
£25,000 against other income or capital gains.

(5) Profits and losses of the trade or property
business do not include capital gains or capital
losses.

(6) Special rules apply for carry-back of losses on
commencement or cessation of the trade or
property business.

Corporation Tax

Property business (1]

Current year Current year
profit 131 loss (3l

Set against
current year

CORPORATION TAX

The various options for utilising Capital
Allowances are illustrated by the adjacent
chart. Factors to consider when deciding
whether to make a full, or partial Capital
Allowances claim include the restricted
relief for losses carried forward, as
compared to current year losses. For
Income Tax, refer to chart above.

profit 12|

CAA 2001 s2
Notes:

(1) Furnished holiday letting business treated as a
trade - CAA 2001, s249.

(2) Unutilised Capital Allowances can be used to
create a loss as they are treated as an expense of
the trade or property business - CAA 2001 s2.

Set against Carry forward

profits of against future
another group profits of
company property
business

EEELEI
any profits of

current year [l

ICTA 88 s392A ICTA B8 s402 ICTA 88 s392A

(3) Profits of the trade or property business
include capital gains, but losses do not include
capital losses.

(4) Where the loss is in an overseas property
business it can only be carried forward against
future profits of the overseas property business
-ICTA 88 s392B.
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Whilst every effort has been made to ensure accuracy, information contained in this case study may not be comprehensive and recipients should not act upon it without seeking professional advice.
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