
 

 

 

 
Excerpt from Capital Allowances: Transactions and Planning 2019/20 – 

Chapter 21 – Claiming and disclaiming allowances 
 

INTRODUCTION 

21.1 

Allowances are only given if claimed (s 3(1)). All of the most commonly claimed allowances must be 
claimed in a tax return. 

21.2 

In most circumstances, the taxpayer will wish to make the maximum claim for capital allowances. 
However, individual circumstances may mean that it is better to reduce the amount claimed 
(tantamount to wholly or partially disclaiming allowances) in any particular year, typically in order to 
make better use of other reliefs, or if the tax rate is expected to increase significantly (eg a sole trader 
moving to 40% or 45% marginal income tax). In most cases, any allowances disclaimed are generally not 
lost forever; rather the benefit of them is deferred into subsequent years. Following the case of Elliss v 
BP Tyne Tanker Co Ltd (see 21.23), it has been well established that the benefit of plant allowances may 
be deferred in this way.  

However, structures and buildings allowances (see 2.7 et seq) must be claimed and used each year (even 
if only to create a loss carried forward).  If allowances are not taken in any particular year, they will be 
lost because there is no carry-forward to later years.  

21.3 

However, it should be noted that the AIA in respect of plant and machinery (see 14.59 et seq) must be 
claimed in the year to which it relates (s 51A(2)). Any unused AIA may not be carried forward. One 
consequence of this is where qualifying expenditure is not identified in time to meet self-assessment 
deadlines for the filing of tax returns but is instead claimed in a subsequent year’s return, no AIA is 
available, only writing-down allowances. Furthermore, land remediation relief (see Chapter 24) and 
research and development allowances (see Chapter 19) must be claimed in full in the year expenditure 
is incurred; otherwise the opportunity is lost. 

21.4 

Alongside the question of whether to claim, and how much, the taxpayer may also need to consider the 
further requirements and deadlines that potentially apply from April 2012, where fixtures are acquired 
second-hand (see 4.16 et seq).  

 



TIME LIMITS FOR CLAIMS AND ENQUIRIES  

Companies 

21.5 

Capital allowances must be claimed in the annual return of profits (s 3), for which the filing date is 12 
months from the end of an accounting period (FA 1998, Sch 18, para 14).  The claim must be quantified 
at the time it is made and not merely be capable of being ascertained, for example, by a formula (FA 
1998, Sch 18, para 80; Michael E Robins v HMRC Commrs [2013] UKFTT 514 (TC)). 

21.6 

The claimant then has a further 12 months to amend its claim (FA 1998, Sch 18, para 82) by amending 
its tax return (FA 1998, Sch 18, para 81) (CA, para 11140). The effect is therefore that a two-year time 
limit applies in most circumstances. 

However, in Dundas Heritable Ltd v Commissioners for HM Revenue and Customs [2018] UKFTT 244 (TC) 
late claims were held to be valid (see App 4).  HMRC opened an enquiry and the company argued that a 
capital allowances claim may be made “if notice of enquiry is given into that return, 30 days after the 
enquiry is completed” [FA 1998, Sch 18, para 82(1)(b)].  This decision appeared, in effect, to state that it 
was largely impossible for a claim to be submitted out of time, in the sense that HMRC had two options 
when faced with a late claim.  One was to accept it (explicitly or by doing nothing) and the other was to 
open an enquiry, in which case the claim would be subjected to new, extended deadlines.  It seems 
unlikely that this was the intention of the relevant legislation, and unsurprisingly, an appeal will be 
heard by the Upper Tribunal in June 2019. 

21.7 

If a return is filed on time (ie on or before the due filing date), HMRC may challenge a claim within 12 
months from the actual filing date (unless the company is a ‘large company, in which case the claim may 
be challenged within 12 months from the due filing date). If a return is filed late, the time limit is 
extended to the 'quarter day' following the anniversary of the date the return was filed, ie the 31 
January, 30 April, 31 July or 31 October that first occurs 12 months after the actual filing date. If a return 
is amended (see 21.5 et seq) the time limit is extended to the quarter day following the anniversary of 
the date the amendment was filed (FA 1998, Sch 18, para 24). 

21.8 

HMRC may amend a return to correct any obvious errors (eg arithmetical) within nine months of the day 
the return was filed, or if the correction is to an amended return, within nine months of the date that 
the amendment was filed (FA 1998, Sch 18, para 16). Also, where the return is subject to an enquiry and 
HMRC believes that the self-assessment is insufficient and there might otherwise be a loss of tax, it may 
amend the claim at any stage during the enquiry. Where this happens the company may appeal against 
the amendment within 30 days (FA 1998, Sch 18, para 30). Where HMRC amends a return, the company 
appeals against such an amendment, or where the return is subject to an enquiry by HMRC, the 
company may revise its capital allowances claim up to 30 days after notification of the amendment, 
determination of the appeal, or conclusion of the enquiry (FA 1998, Sch 18, para 82). 

 



21.9 

HMRC has additional powers to make a ‘discovery assessment’ where it has not been supplied with 
sufficient information (FA 1998, Sch 18, paras 41–45). For ‘careless’ actions the time limit is extended to 
six years from the end of the relevant accounting period (FA 1998, Sch 18, para 46(2)) or, in effect, 21 
years if there has been negligence or fraud (FA 1998, Sch 18, para 46(2A)). 

21.10 

Some entries on tax returns depend on the valuation of an asset (eg capital allowances 
apportionments). In such circumstances, the Court of Appeal decided in Veltema v Langham (Inspector 
of Taxes) [2004] EWCA Civ 193 that stating the relevant figure on the return does not give HMRC the 
level of information that is necessary to prevent a later discovery assessment. This is because the court 
concluded that ‘information made available’ (as defined in statute) must make an Inspector aware of an 
actual insufficiency in the assessment for that information to be complete enough to prevent the 
making of a discovery assessment. Or put another way, HMRC must be clearly told that the taxpayer’s 
self-assessment is insufficient (simply because a valuation has been used). Nevertheless, HMRC has 
provided guidance to give taxpayers some protection against discovery assessments. This guidance 
(SP1/06) states that: 

‘Most taxpayers who state that a valuation has been used, by whom it has been carried out, and 
that it was carried out by a named independent and suitably qualified valuer if that was the case, 
on the appropriate basis, will be able, for all practical purposes, to rely on protection from a later 
discovery assessment, provided those statements are true’ (para 12). 

21.11 

Taxpayers are, therefore, recommended to make adequate disclosure of all relevant factors. 

21.12 

A revised claim may only be made by inclusion in an amended return of profits (FA 1998, Sch 18, 
para 81). 

21.13 

Prior to April 2010 a later claim could be made in some circumstances under the ‘error or mistake’ 
provisions. From April 2010, this system of relief was abolished and replaced with ‘recovery of overpaid 
tax’ provisions under which it is not possible to remedy capital allowances matters. 

 

Individuals  

21.14 

In income tax cases, capital allowances must be claimed in the income tax return (s 3) (CA, para 11120), 
for which the normal due filing date is 31 January next following the year of assessment (TMA 1970, s 8). 
The claim must be quantified at the time it is made and not merely be capable of being ascertained, for 
example, by a formula (TMA 1970, s 42(1A); Michael E Robins v HMRC Commrs [2013] UKFTT 514 (TC)). 

 



21.15 

No income tax claim may be made more than four years after the 31 January next following the year of 
assessment to which it relates (TMA 1970, s 43(1)). However, this is a general long-stop date that is 
subject to other provisions, such as those for amending a return to claim capital allowances, which 
prescribe a shorter or longer date. Most capital allowances must be claimed in a tax return (s 3(2)). The 
only exceptions are allowances in respect of the special leasing of plant or machinery, and patent 
allowances in respect of non-trading expenditure. 

21.16 

With these rare exceptions, therefore, capital allowances claims must be made or amended at any time 
within the normal timeframe for amending an income tax return, which is 12 months after the 31 
January following the year of assessment (TMA 1970, s 9ZA) (CA, para 11130). To illustrate, this means 
that a capital allowances claim for the tax year 2018/19 (ie 12-month period ended 5 April 2019) may be 
made or amended at any time up to 31 January 2021 because the normal tax return filing date of 31 
January next following the year of assessment is 31 January 2019 and 12 months after that is 31 January 
2021. 

21.17 

If a return is filed on time (ie on or before the due filing date), HMRC may challenge a claim within 12 
months from the actual filing date. If a return is filed late, the time limit is extended to the quarter day 
(as defined) following the anniversary of the date that the return was actually filed, ie the 31 January, 30 
April, 31 July or 31 October that first occurs 12 months after the actual filing date (TMA 1970, s 9A). 

21.18 

HMRC may also amend a return to correct any obvious errors (eg arithmetical) within nine months of 
the day the return was filed (TMA 1970, s 9ZB). 

21.19 

HMRC has additional powers to make a ‘discovery assessment’ where it has not been supplied with 
sufficient information (TMA 1970, s 29). For ‘careless’ actions the time limit is extended to six years from 
the end of the relevant year of assessment (TMA 1970, s 36(1)) or, in effect, 21 years if there has been 
negligence or fraud (TMA 1970, s 36(1A)). 

21.20 

Some entries on tax returns depend on the valuation of an asset (eg capital allowances 
apportionments). In such circumstances, the Court of Appeal decided in Veltema v Langham (Inspector 
of Taxes) [2004] EWCA Civ 193 that stating the relevant figure on the return does not give HMRC the 
level of information that is necessary to prevent a later discovery assessment. This is because the court 
concluded that ‘information made available’ (as defined in statute) must make an Inspector aware of an 
actual insufficiency in the assessment for that information to be complete enough to prevent the 
making of a discovery assessment. Or put another way, HMRC must be clearly told that the taxpayer’s 
self-assessment is insufficient (simply because a valuation has been used). Nevertheless, HMRC has 
provided guidance to give taxpayers some protection against discovery assessments. This (SP1/06) 
states that: 



‘Most taxpayers who state that a valuation has been used, by whom it has been carried out, and 
that it was carried out by a named independent and suitably qualified valuer if that was the case, 
on the appropriate basis, will be able, for all practical purposes, to rely on protection from a later 
discovery assessment, provided those statements are true’ (para 12). 

21.21 

Taxpayers are, therefore, recommended to make adequate disclosure of all relevant factors.  

21.22 

Prior to April 2010 a later claim could be made in some circumstances under the ‘error or mistake’ 
provisions. From April 2010, this system of relief was abolished and replaced with ‘recovery of overpaid 
tax’ provisions under which it is not possible to remedy capital allowances matters.  
 

For more information about Capital Allowances: Transactions and Planning 
2019/20:  
 
Visit: www.bloomsburyprofessional.com/capitalallowances2019-20 
Call: 01444 416119 
Email: bptax@bloomsbury.com 
 
You can also find this extract on Bloomsbury Professional Tax Online: 
https://www.bloomsburyprofessionalonline.com/view/capital-allowances-transactions-
planning/CATP-0017280.xml 
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