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Capital Allowances Act 1990
1990 CHAPTER 1

An Act to consolidate certain  enactments relating to  capital
allowances. [19th March 1990]

¥X2Be it enacted by the Queen’s most Excellent Majesty, by and with the advice and consent
of the Lords Spiritual and Temporal, and Commons, in this present Parliament assembled, and
by the authority of the same, as follows:—

Editorial Information
X1 A table showing the derivation of the provisions of this consolidation Act will be found at the end of
the Act. The table has no official status.
X2  General amendments to Tax Acts, Income Tax Acts, and/or Corporation Tax Acts made by legislation
after 1.2.1991 are noted against Income and Corporation Taxes Act 1988 (c. 1, SIF 63:1) but not
against each Act

Modifications etc. (not altering text)

Cl1  Actmodified by Finance Act 1991 (c. 31), s. 78(1)(4); (27.7.1993) by 1993 ¢. 37, s. 12, Sch. 2 Pt. I
para. 19(5)(b)
Act restricted (27.7.1993) by 1993 c. 37, s. 12, Sch. 2 Pt. I para.19(4)

C2  Actmodified (3.5.1994) by Finance Act 1994 (c. 9), Sch. 24 para. 22(2)

C3  Actapplied (3.5.1994) by Finance Act 1994 (c. 9), s. 118(8)

C4  Actmodified (3.5.1994) by Finance Act 1994 (c. 9), Sch. 25 para. 5(2)(a)(b)

C5  Actmodified (3.5.1994) by Finance Act 1994 (c. 9), Sch. 24 para. 21(1)

C6  Actmodified (3.5.1994) by Finance Act 1994 (c. 9), Sch. 24 para. 20(1)

C7  Actconstrued as one with Finance Act 1994 (c. 9), Sch. 24 (3.5.1994) by Finance Act 1994 (c. 9), Sch.
24 para. 1(4)(c)

C8  Actexcluded (3.5.1994) by Finance Act 1994 (c. 9), Sch. 24 para. 22(3)(4)

C9  Actmodified (19.9.1994) by Coal Industry Act 1994 (c. 21), s. 68(4), Sch. 4 para. 21(2); S.I.
1994/2189, art. 2, Sch.

C10 Act modified (19.9.1994) by Coal Industry Act 1994 (c. 21), Sch. 4 para. 20(1); S.I. 1994/2189, art. 2,
Sch.

C11 Act modified (19.9.1994) by Coal Industry Act 1994 (c. 21), Sch. 4 para. 21(4); S.I. 1994/2189, art. 2,
Sch.
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C12 Actmodified (19.9.1994) by Coal Industry Act 1994 (c. 21), Sch. 4 para. 19(1)(2)-(4); S.1. 1994/2189,
art. 2, Sch.

C13  Actrestricted (19.9.1994) by Coal Industry Act 1994 (c. 21), s. 68(4), Sch. 4 para. 20(7); S.I.
1994/2189, art. 2, Sch.

C14 Act modified (19.9.1994) by Coal Industry Act 1994 (c. 21), Sch. 4 para. 21(3); S.I. 1994/2189, art. 2,
Sch.

PART I

INDUSTRIAL BUILDINGS AND STRUCTURES

Modifications etc. (not altering text)
C15 Pt. 1 modified (3.5.1994) by Finance Act 1994 (c. 9), Sch. 24 para. 22(2)

CHAPTER 1

INITIAL ALLOWANCES

1 Buildings and structures in enterprise zones.

(1) Subject to the provisions of this Act, in any case where—

(a) a person incurs capital expenditure on the construction of a building or
structure which is to be an industrial building or structure occupied for the
purposes of a trade carried on either by that person or by such a lessee as is
mentioned in subsection (3) below, and

(b) the expenditure is incurred, or is incurred under a contract entered into, at a
time when the site of the industrial building or structure is in an enterprise
zone, being a time not more than 10 years after the site was first included in
the zone,

there shall be made to the person who incurred the expenditure, for the chargeable
period which is that related to the incurring of the expenditure, an allowance (“an
initial allowance") equal to 100 per cent. of the amount of that expenditure.

"[(1A) Where the person entitled to the relevant interest in relation to any capital expenditure
incurred as mentioned in paragraphs (a) and (b) of subsection (1) above incurs an
additional VAT liability in respect of any of that capital expenditure at a time when—

(a) the building or structure is, or is to be, an industrial building or structure
occupied as mentioned in paragraph (a) of that subsection, and

(b) the site of the building or structure is in an enterprise zone and not more than
10 years have elapsed since the site was first included in the zone,

that liability shall be regarded for the purposes of this Act as capital expenditure
incurred on the construction of the building or structure and, subject to the following
provisions of this Act, an allowance shall accordingly be made to him under that
subsection for the chargeable period related to the incurring of that liability.]

(2) In this section, and in Chapter III as it applies for the purposes of this section,
any reference to an industrial building or structure shall include a reference to [*a
qualifying hotel and to] a commercial building or structure.
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(3) The lessees mentioned in subsection (1) above are lessees occupying the building or
structure on the construction of which the expenditure was incurred under a lease to
which the relevant interest is reversionary.

(4) The reference in subsection (1) above to the occupation of a building or structure for
the purposes of a trade carried on by the person who incurred the capital expenditure
on the construction of that building or structure shall include a reference to the use of
that building or structure for the purposes of a trade carried on by a licensee of that
person or of a lessee of that person.

This subsection does not apply in relation to licences granted before 10th March 1982.

(5) A person making a claim by virtue of subsection (1) above . . . ** may require the initial
allowance to be reduced to a specified amount; . . . ©*

(6) Notwithstanding anything in subsection (1) above, no initial allowance shall be made
in respect of any expenditure if, when the building or structure comes to be used, it is
not an industrial building or structure, and where an initial allowance has been granted
in respect of any expenditure otherwise than in accordance with the provisions of this
section all such assessments shall be made as are necessary to secure that effect is
given to those provisions.

(7) No initial allowance shall be made in respect of so much of any expenditure (or be
made by virtue of section 154 in respect of a proportionate part of any contribution
towards such expenditure) as is taken into account for the purposes of—

(a) a grant made under section 32, 34 or 56(1), or a payment made under
section 56(2), of the ™' Transport Act 1968, or

(b) agrant made under section 12 of the Y*London Regional Transport Act 1984,

made towards that expenditure, being a grant or payment declared by the Treasury by
order to be relevant for the purposes of the withholding of initial allowances.

(8) If any such grant or payment is made after the making of an initial allowance, that
allowance shall to that extent be withdrawn; and where the amount of the grant or
payment is repaid in whole or in part by the grantee to the grantor, then to the extent
to which it has been so repaid it shall be deemed never to have been made.

(9) All such assessments or adjustments of assessments to tax shall be made as may be
necessary in consequence of subsection (8) above and, notwithstanding any other
provision, the time within which such an assessment or adjustment may be made shall
not expire before the expiration of three years from the end of the chargeable period
in which the grant, payment or repayment in question was made.

(10) Any expenditure incurred for the purposes of a trade by a person about to carry it
on shall, for the purpose only of determining the chargeable period for which an
allowance may be made in respect of that expenditure under subsection (1) above,
be treated as if it had been incurred by that person on the first day on which he does
carry iton ™. . ..

[**(11) This section shall have effect subject to section 17A.]

Textual Amendments
F1  S. 1(1A) inserted (for any chargeable period or its basis period ending on or after 06.04.1990) by
Finance Act 1991 (c. 31), s. 59, Sch. 14, Pt. I, para. 1.
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F2  Words in s. 1(2) inserted by Finance Act 1990 (c. 29), s. 88, Sch. 13 para. 1(1)(3)

F3  Words in s. 1(5) repealed by Finance Act 1990 (c. 29), ss. 103, 132, Sch. 17 para. 2, Sch. 19 Pt. V,
Note 6

F4  Words in s. 1(10) repealed (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), ss. 70, 82, Sch. 13 paras.
3, 14, Sch. 18 Pt.VII(9).

F5  S. 1(11) inserted (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 70, Sch. 13 para.11

Marginal Citations
M1 1968 c. 73.
M2 1984 c. 32.

Transitional relief for regional projects.

(1) In relation to expenditure to which this section applies, section 1 shall have effect
subject to the following modifications, that is to say—

(a) in subsection (1), paragraph (b) shall be omitted and for the reference to 100
per cent. there shall be substituted a reference to 75 per cent; *° . . .

"[(aa) in subsection (1A)—
(i) for the words “paragraphs (a) and (b)" there shall be substituted the
words “paragraph (a)"; and
(i1) paragraph (b) shall be omitted; and]
(b) subsection (2) shall be omitted.

(2) This section applies to so much of any expenditure as is certified by the Secretary of
State for the purposes of this section to be expenditure which, in his opinion, qualifies
for a regional development grant or a grant under Part IV of the relevant Order and
consists of the payment of sums on a project—

(a) either in an area which on 13th March 1984 was a development area, within
the meaning of the ™ Industrial Development Act 1982, or in Northern Ireland;
and

(b) in respect of which a written offer of financial assistance under section 7
or 8 of that Act was made on behalf of the Secretary of State in the period
beginning on 1st April 1980 and ending on 13th March 1984 or in respect of
which a written offer of financial assistance was made in that period by the
Highlands and Islands Development Board.

(3) This section also applies to so much of any expenditure as is certified by the
Department of Economic Development in Northern Ireland for the purposes of this
section to be expenditure which, in the opinion of that Department, qualifies for a grant
under Part IV of the relevant Order and consists of the payment of sums on a project—

(a) in Northern Ireland; and

(b) inrespect of which a written offer of financial assistance under Article 7 or 8
of the relevant Order was made on behalf of a Department of the Government
of Northern Ireland, in the period beginning on 1st April 1980 and ending on
13th March 1984 or in respect of which a written offer of financial assistance
was made in that period by the Local Enterprise Development Unit.

"[(3A) This section also applies to any additional VAT liability incurred in respect of
expenditure certified under subsection (2) or (3) above.]

(4) In this section—
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“regional development grant” means a grant under Part II of the Industrial
Development Act 1982;

“the relevant Order” means the “Industrial Development (Northern
Ireland) Order 1982;

and any reference to a particular provision of that Act or Order includes a reference
to the corresponding provision of any Act or Order which was in force before and
repealed by the Industrial Development Act 1982 or the Industrial Development
(Northern Ireland) Order 1982.

Textual Amendments
F6  Word at end of s. 2(1)(a) repealed (for any chargeable period or its basis period ending on or after
06.04.1990) by Finance Act 1991 (c. 31), s. 123, Sch. 19 Pt.V Note 11.
F7  S.2(1)(aa) inserted (for any chargeable period or its basis period ending on or after 06.04.1990) by
Finance Act 1991 (c. 31), s. 59, Sch. 14 Pt. I para. 2(1).
F8  S.2(3A) inserted (for any chargeable period or its basis period ending on or after 06.04.1990) by
Finance Act 1991 (c. 31), s. 59, Sch. 14 Pt. I para. 2(2).

Marginal Citations
M3 1982c. 52.
M4 S.1.1982/1083 (N.I.15).

[2A  PInitial allowances: contracts entered into between October 1992 and November
1993.

(1) In relation to expenditure to which this section applies, section 1 shall have effect with
the following modifications, that is to say—

(a) so much of that section as relates to the requirement that the site in question
is at a material time in an enterprise zone, namely—

(1) paragraph (b) of subsection (1) and the reference to that paragraph in
subsection (1A);

(ii) paragraph (b) of subsection (1A); and
(iii) subsection (11),
shall be omitted;

(b) for the reference in subsection (1) to 100 per cent. there shall be substituted
a reference to 20 per cent.; and

(c) subsection (2) shall have effect with the omission of the words “and to a
commercial building or structure".

(2) No initial allowance shall be made under this section in respect of any expenditure on
the construction of a building or structure unless it is or is to be first used on or before
31st December 1994; and in a case where—

(a) aninitial allowance is granted under this section in respect of any expenditure
on the construction of a building or structure; and
(b) Dby the end of that day that building or structure has not come to be used,
that allowance shall be withdrawn and all such assessments and adjustments of

assessments to tax shall be made as may be necessary in consequence of its being
withdrawn.
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(3) Subject to subsection (5) below, this section applies to any capital expenditure incurred
under a contract which—

(a) is entered into either—

(1) in the period beginning with 1st November 1992 and ending with 3 1st
October 1993; or

(i) for the purpose of securing that obligations under a contract entered
into in that period are complied with;

but

(b) isnotentered into for the purpose of securing that obligations under a contract
entered into before the beginning of that period are complied with.

(4) Subject to subsection (5) below, this section also applies to any additional VAT liability
incurred in respect of expenditure falling within subsection (3) above.

(5) This section does not apply to—

(a) any expenditure incurred, or incurred under a contract entered into, at a time
when the site of the building or structure is in an enterprise zone, being a time
not more than 10 years after the site was first included in the zone;

(b) expenditure falling in relation to expenditure so incurred within section 1(1A);
or

(c) expenditure to which section 2 applies.

(6) Subsection (5) above shall have effect subject to sections 10C and 17A.]

Textual Amendments
F9  S.2A inserted (27.7.1993 with effect as mentioned in s. 113(7) of the amending Act) by 1993 c. 34, s.
113(1)(7)

CHAPTER II

WRITING-DOWN ALLOWANCES, BALANCING ALLOWANCES AND BALANCING CHARGES

Writing-down allowances.

(1) Subject to the provisions of this Act, where—
(a) any person is, at the end of a chargeable period "'’... , entitled to an interest
in a building or structure, and
(b) at the end of that chargeable period ... , the building or structure is an
industrial building or structure, and
(c) that interest is the relevant interest in relation to the capital expenditure
incurred on the construction of that building or structure,
an allowance (“a writing-down allowance”) shall be made to him for that chargeable
period.

(2) The writing-down allowance shall be equal to one-twentyfifth or, where the
expenditure was incurred before 6th November 1962, one-fiftieth of the expenditure
mentioned in subsection (1)(c) above, except that for a chargeable period of less
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[""or more] than a year that fraction of one-twentyfifth or one-fiftieth shall be

proportionately reduced [""or increased].

"2[(2A) Where the person entitled to the relevant interest in relation to any capital expenditure
incurred on the construction of a building or structure incurs an additional VAT liability
in respect of any of that capital expenditure, then—

(a) that liability shall be regarded for the purposes of this Act as capital
expenditure incurred by him on the construction of the building or structure,
and

(b) the residue (as defined in section 8(1)) of the expenditure incurred on the
construction of the building shall accordingly be deemed for the purposes of
this Part to be increased as at the time at which the liability is incurred by an
amount equal to the liability.

(2B) Where an additional VAT liability is incurred as mentioned in subsection (2A) above,
then (subject to any further adjustment under this subsection on any later such event
or under subsection (2C) or (3) below) the writing-down allowance for any chargeable
period, if that chargeable period ... ends after the time at which the liability is
incurred, shall be the residue of the capital expenditure immediately after the incurring
of the liability, reduced in the proportion (if it is less than one) which the length of the
chargeable period bears to the part unexpired, at the date of the incurring of the liability,
of the period of 25 years beginning with the time when the building or structure was
first used.

(2C) In any case where—

(a) anadditional VAT rebate in respect of any capital expenditure incurred on the
construction of a building or structure is made to the person entitled to the
relevant interest in relation to that expenditure, and

(b) the residue of that expenditure immediately before the making of the rebate
1s not less than the amount of the rebate,

then (subject to any further adjustment under this subsection on any later such event
or under subsection (2B) above or (3) below) the writing-down allowance for any
chargeable period, if that chargeable period *'"... ends after the time at which the rebate
is made, shall be the residue of that expenditure immediately after the making of
the rebate, reduced in the proportion (if it is less than one) which the length of the
chargeable period bears to the part unexpired, at the date of the making of the rebate,
of the period of 25 years beginning with the time when the building or structure was
first used.]

(3) Where the interest in a building or structure which is the relevant interest in relation
to any expenditure is sold and the sale is an event to which section 4(1) applies,
then (subject to any further adjustment under this subsection on a later sale [ or
under subsection (2B) or (2C) above]) the writing-down allowance for any chargeable
period, if that chargeable period ... ends after the time of the sale, shall be the residue
¥4 of that expenditure immediately after the sale, reduced in the proportion (if it
is less than one) which the length of the chargeable period bears to the part unexpired
at the date of the sale of the period of 25 years or, where the expenditure was incurred
before 6th November 1962, 50 years beginning with the time when the building or
structure was first used.

(4) Notwithstanding anything in subsections (1) to (3) above, in no case shall the amount
of a writing-down allowance made to a person for any chargeable period in respect of
any expenditure exceed what, apart from the writing off falling to be made by reason
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of the making of that allowance, would be the residue of that expenditure at the end
of that chargeable period ... .

[(5) For the purposes of this section, a person entitled to charge tolls in respect of a road

shall be treated as having an interest in the road.]

Textual Amendments

F10

F11

F12

F13

F14

F15

Words in Act repealed (with effect in accordance with s. 211(2) of the amending Act) by Finance Act
1994 (c. 9), s. 213(1), Sch. 26 Pt. 5(24)

Words in s. 3(2) inserted (with effect in accordance with s. 211(2) of the amending Act) by Finance
Act 1994 (c. 9), s. 213(2)

S. 3(2A)-(2C) inserted (for any chargeable period or its basis period ending on or after 06.04.1990)
by Finance Act 1991 (c. 31), s. 59, Sch. 14 Pt. I para. 3(1).

Words in s. 3(3) inserted (for any chargeable period or its basis period ending on or after 06.04.1990)
by Finance Act 1991 (c. 31), s. 59, Sch. 14 Pt. I para. 3(2).

Words in s. 3(3) repealed (for any chargeable period or its basis period ending on or after 06.04.1990)
by Finance Act 1991 (c. 31), s. 123, Sch. 19 Pt.V Note 11.

S. 3(5) inserted (for any chargeable period or its basis period ending on or after 06.04.1991) by
Finance Act 1991 (c. 31), s. 60(3)(10).

Balancing allowances and balancing charges.

(1) Subject to section 5, where any capital expenditure has been incurred on the

construction of a building or structure, and any of the following events occurs while
the building is an industrial building or structure or after it has ceased to be one, that
is to say—

(a) the relevant interest in the building or structure is sold, or

(b) that interest, being an interest depending on the duration of a foreign
concession, comes to an end on the coming to an end of that concession, or

(c) that interest, being a leasehold interest, comes to an end otherwise than on the
person entitled thereto acquiring the interest which is reversionary thereon, or

(d) the building or structure is demolished or destroyed or, without being
demolished or destroyed, ceases altogether to be used,["®or

[ any capital value is realised (within the meaning of section 4A), or]
F17
(dd)
(e) an additional VAT rebate in respect of any of the capital expenditure is made
to the person entitled to the relevant interest,]

an allowance or charge (“a balancing allowance" or “a balancing charge") shall, in the
circumstances mentioned in this section and subject to [*'*subsections (2) and (9A)]
below, be made to, or, as the case may be, on, the person entitled to the relevant interest
immediately before that event occurs, for the chargeable period related to that event.

(2) No balancing allowance or balancing charge shall be made by reason of any event

occurring more than 25 years (or, where the expenditure was incurred before 6th
November 1962, 50 years) after the building or structure was first used and where two
or more events [""*falling within paragraphs (a) to (d) of subsection (1) above] occur
during a period when the building or structure is not an industrial building or structure
no balancing allowance or balancing charge shall be made on the occurrence of any
of those events except the first.
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"9[(2A) No balancing allowance shall be made by reason of an event falling within

paragraph (e) of subsection (1) above; and no balancing charge shall be made by reason
of such an event unless—

(a) the amount of the additional VAT rebate exceeds the residue of expenditure
immediately before the making of that rebate, or

(b) there is no such residue,

and in any such case a balancing charge shall be made on an amount equal to that by
which the rebate exceeds the residue of expenditure immediately before the making
of the rebate or, where there is no such residue, to the amount of the rebate. ]

(3) Where there are no sale, insurance, salvage or compensation moneys, or where the
residue of the expenditure immediately before the event exceeds those moneys, a
balancing allowance shall be made the amount of which shall be the amount of that
residue or, as the case may be, of the excess of the residue over those moneys.

(4) If the sale, insurance, salvage or compensation moneys exceed the residue, if any, of
the expenditure immediately before the event, a balancing charge shall be made, and
the amount on which it is made shall be an amount equal to the excess or, where the
residue is nil, to those moneys.

(5) If for any part of the relevant period the building or structure was neither an industrial
building or structure nor used for scientific research, subsections (6) to (9) below shall
have effect instead of subsections (3) and (4) above.

(6) Subject to subsection (8) below, where the sale, insurance, salvage or compensation
moneys are not less than the capital expenditure, a balancing charge shall be made and
the amount on which it is made shall be an amount equal to the allowances given.

(7) Subject to subsection (8) below, where there are no sale, insurance, salvage or
compensation moneys or where those moneys are less than the capital expenditure,
then—

(a) if the adjusted net cost of the building or structure exceeds the allowances
given, a balancing allowance shall be made the amount of which shall be an
amount equal to the excess;

(b) if the adjusted net cost of the building or structure is less than the allowances
given, a balancing charge shall be made and the amount on which it is made
shall be an amount equal to the shortfall.

(8) No balancing charge or allowance shall be made under subsection (6) or (7) above on
the occasion of a sale if by virtue of section 158 the building or structure is treated as
having been sold for a sum equal to the residue of the expenditure on its construction
immediately before the sale.

(9) In subsections (5) to (7) above and this subsection—

“the relevant period” means the period beginning at the time when the
building or structure was first used for any purpose and ending with the event
giving rise to the balancing allowance or balancing charge except that where
there has been a sale of the building or structure after that time and before that
event the relevant period shall begin on the day following that sale or, if there
has been more than one such sale, the last such sale;

“the capital expenditure” means—

(a) where paragraph (b) of this definition does not apply, the capital
expenditure incurred (or by virtue of section 10(1) [**'10A [**10B or
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10C]]deemed to have been occurred) on the construction of the building
or structure ["*’reduced by an amount equal to that of any balancing
charge made in relation to that expenditure on the occurrence of an event
falling within subsection (1)(e) above;]

(b) where the person to or on whom the balancing allowance or charge falls
to be made is not the person who incurred (or is deemed to have incurred)
that expenditure, the residue of that expenditure at the beginning of the
relevant period,

together (in either case) with any amount to be added to the residue of that
expenditure by virtue of section 8(12);
“the allowances given” means the allowances referred to in subsection (10)
below;
“the adjusted net cost” means—
(a) where there are no sale, insurance, salvage or compensation moneys, the
capital expenditure;
(b) where those moneys are less than that expenditure, the amount by which
they are less,

reduced (in either case) in the proportion that the part, or the aggregate
of the parts, of the relevant period for which the building or structure was
an industrial building or structure or used for scientific research bears to the
whole of that period;

“scientific research” has the same meaning as in Part VII.

(9A) No balancing allowance shall be made by reason of any event falling within

subsection (1)(dd) above; and (subject to that) in relation to such an event—

(a)

(b)

this Part and (so far as relating to it) Part VIII shall have effect as if references
to sale, insurance, salvage or compensation moneys were references to the
capital value realised, and

subsections (5) to (7) and (9) above shall have effect as if immediately after
the event the capital expenditure were reduced by the amount of the capital
value realised]

(10) Notwithstanding anything in subsections (1) to (9) above, in no case shall the amount
on which a balancing charge is made on a person in respect of any expenditure on
the construction of a building or structure exceed the amount of the initial allowance,
if any, made to him in respect of that expenditure together with the amount of
any writing-down allowances or scientific research allowances in respect of that
expenditure, and any relevant mills, factories or exceptional depreciation allowances
in respect of that building or structure, made to him for chargeable periods which end
on or before the date of the event giving rise to the charge ""... ["**reduced by the
amounts (if any) on which balancing charges in respect of the expenditure have been
made on him for any such chargeable periods].

(11) Where—

(a)

(b)

before 6th April 1990, a woman was entitled to the relevant interest in
relation to expenditure incurred on the construction of a building or structure
(whether she was entitled to it when the expenditure was incurred or acquired
it afterwards);

for a chargeable period ending before that date, an allowance such as is
mentioned in subsection (10) above was made to the woman’s husband in
respect of her relevant interest; and
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(c) on or after that date there occurs an event such as is mentioned in
subsection (1) above in respect of which the woman is entitled to all or part
of any sale, insurance, salvage or compensation moneys,

the allowance shall be treated for the purposes of subsection (10) above as having
been made to the woman.

(12) In subsection (10) above “relevant mills, factories or exceptional depreciation

allowances”, in relation to any building or structure, means —

(a) any allowance granted for a year of assessment under section 15 of the
MFinance Act 1937 in respect of it or premises of which it forms part,
including any amount which under that section was to be allowed as a
deduction in computing profits or gains for that year of assessment, (but
where such an allowance was granted in respect of premises which include
several buildings or structures, the whole amount of that allowance shall be
apportioned between all the buildings and structures and only that part of the
allowance which is apportioned to the building or structure in question shall
be taken into account), and

(b) any allowance made under section 19 of the Finance Act 1941 in respect
of that building or so much of any such allowance granted in respect of any

building of which it forms part as is properly attributable to it.

Textual Amendments
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F25
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Marginal Citations

M5
M6

1937 c. 54.
1941 c. 30.

[°4A  Realisation of capital value.

(1) Where any capital expenditure has been incurred on the construction of a building or

structure and, while the building or structure is an industrial building or structure or
after it has ceased to be one—
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(a) an amount of capital value is paid which is attributable to an interest in land
(the “subordinate interest”) to which the relevant interest in the building or
structure is or will be subject, and

(b) the payment is made not more than seven years after the agreement relating to
the capital expenditure was entered into or (if the agreement was conditional)
the time when the agreement became unconditional,

capital value of that amount is realised for the purposes of this Part on making the
payment.

(2) For the purposes of this section, capital value is attributable to the subordinate interest
if—
(a) itis paid in consideration of the grant of the subordinate interest,
(b) it is paid in lieu of any rent payable by the person entitled to the subordinate
interest or paid in consideration of the assignment of such rent, or

(c) it is paid in consideration of the surrender of the subordinate interest or the
variation or waiver of any of the terms on which it was granted.

(3) For the purposes of this section, “capital value”—
(a) means any capital sum and includes what would have been a capital sum if
it had taken the form of a money payment, and “payment” and “paid” shall
be interpreted accordingly, but

(b) does not include so much of any sum as corresponds to any amount of rent or
profits falling to be computed by reference to that sum under section 34 of the
principal Act (premium, etc. treated as rent or Schedule D profits).

(4) Where—
(a) no premium is given in consideration of the grant of the subordinate interest
or any premium given is less than the amount which would have been given
by way of premium if the transaction had been at arm’s length, and

(b) no commercial rent is payable in respect of the subordinate interest,

subsection (2) above shall have effect as if the amount referred to in paragraph (a)
above (and not any premium actually given) were paid on and in consideration of the
grant of the interest.

(5) Where—

(a) any rent payable in respect of the subordinate interest is assigned, the
subordinate interest is surrendered or any of the terms on which the
subordinate interest was granted are varied or waived, but

(b) no value is given in consideration of the event concerned, or any value given
in consideration of the event concerned is less than the amount that would
have been given if the transaction had been at arm’s length,

subsection (2) above shall have effect as if that amount (and not any value actually
given) were paid on and in consideration of the event concerned.

(6) Where any value given in lieu of any rent payable by the person entitled to the
subordinate interest is less than the amount that would have been given if the
transaction had been at arm’s length, subsection (2) above shall have effect as if that
amount (and not any value actually given) had been paid.

(7) This section shall apply with the omission of subsection (1)(b) above in any case
where—
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(a) arrangements under which the person entitled to the relevant interest acquired
it include provision in respect of the subsequent sale of the relevant interest,
the subsequent grant out of the relevant interest of an interest in land or any
other event on which capital value attributable to the subordinate interest
would be, or be treated as, paid, and

(b) either the provision concerned requires such a sale, grant or other event to
occur or such a sale, grant or other event is substantially more likely to occur
than if the provision had not been made;

and the reference to arrangements in paragraph (a) above includes any arrangements
made in connection with the acquisition of the relevant interest.

(8) This section does not apply to the grant of any interest in land to which an election
under section 11 applies.

(9) In this section “interest in land” means—

(a) aleasehold estate in the land (whether in the nature of a head-lease, sub-lease
or under-lease),

(b) an easement or servitude, and
(c) alicence to occupy land;

and references to granting an interest in land include agreeing to grant any interest
falling within paragraphs (a) to (c) above.

(10) In this section “commercial rent” means such rent as may reasonably be expected
to have been required in respect of the subordinate interest (having regard to any
premium given in consideration of the grant of the interest) if the transaction had been
at arm’s length.

(11) For the purposes of this section, where—
(a) anagreement is made to pay in respect of any event an amount of capital value
which would be attributable to the subordinate interest, and
(b) the agreement is made or (if the agreement is conditional) becomes
unconditional before the expiry of the period of seven years referred to in
subsection (1)(b) above, but the event occurs, or any payment in consideration
of the event is made, afterwards,
the event or payment shall be treated as occurring or made before the expiry of the
period.

(12) For the purposes of this section, an agreement relates to any capital expenditure
referred to in subsection (1) above if—

(a) it is the agreement under which the expenditure was incurred, or

(b) where the expenditure is deemed for the purposes of sections 1 to 8 to
have been incurred by a person who acquired the relevant interest, it is the
agreement under which he acquired the relevant interest.

(13) In the application of this section to Scotland—
(a) references to assignment shall be read as references to assignation, and

(b) references to a leasehold estate in land shall be read as references to a lease
of land.]
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Textual Amendments
F26 S.4A inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 120(3) (with s. 120(7))

5 Restriction of balancing allowances on sale of industrial buildings or structures.

(1) This section has effect where—
(a) the relevant interest in a building or structure is sold subject to a subordinate
interest; and
(b) a balancing allowance would, apart from this section, fall to be made to the
person who is entitled to the relevant interest immediately before the sale (“the
relevant person") under section 4 by virtue of the sale; and
(c) either—

(i) the relevant person, the person to whom the relevant interest is sold
and the grantee of the subordinate interest, or any two of them, are
connected with each other within the terms of section 839 of the
principal Act, or

(i1) it appears with respect to the sale or the grant of the subordinate
interest, or with respect to transactions including the sale or grant, that
the sole or main benefit which, but for this section, might have been
expected to accrue to the parties or any of them was the obtaining of
an allowance under this Part.

(2) For the purposes of section 4 the net proceeds to the relevant person of the sale—

(a) shall be taken to be increased by an amount equal to any premium receivable
by him for the grant of the subordinate interest; and

(b) where no rent, or no commercial rent, is payable in respect of the subordinate
interest, shall be taken to be what those proceeds would have been if a
commercial rent had been payable and the relevant interest had been sold in
the open market (increased by any amount to be added under paragraph (a)
above),

but the net proceeds of sale shall not by virtue of this subsection be taken to be greater
than such amount as will secure that no balancing allowance falls to be made.

[*”(2A) Where the net proceeds to the relevant person of the sale fall to be increased or

determined under subsection (2) above, those proceeds as so increased or determined
shall be taken to be reduced by the amount of any capital value realised before the sale]

(3) Where subsection (2) above operates in relation to a sale to deny or reduce a balancing
allowance in respect of any expenditure, the residue of that expenditure immediately
after the sale shall be calculated for the purposes of this Part as if that balancing
allowance had been made or, as the case may be, had not been reduced.

(4) In this section—

“subordinate interest” means any interest in or right over the building or
structure in question (whether granted by the relevant person or by somebody
else);

“premium” includes any capital consideration except so much of any sum
as corresponds to any amount of rent or profits falling to be computed by
reference to that sum under section 34 of the principal Act (premium treated
as rent or Schedule D profits);
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“capital consideration” means consideration which consists of a capital sum
or would be a capital sum if it had taken the form of a money payment;

“rent” includes any consideration which is not capital consideration;

“commercial rent” means such rent as may reasonably be expected to have
been required in respect of the subordinate interest in question (having regard
to any premium payable for the grant of the interest) if the transaction had
been at arm’s length.

(5) Where the terms on which a subordinate interest is granted are varied before the sale
of the relevant interest any capital consideration for the variation shall be treated
for the purposes of this section as a premium for the grant of the interest, and the
question whether any and, if so, what rent is payable in respect of the interest shall be
determined by reference to the terms as in force immediately before the sale.

Textual Amendments
F27 S.5(2A) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 120(4) (with s. 120(7))

6 Buildings and structures (including hotels) in enterprise zones.

(1) This Chapter and Chapter [1I—

(a)
(b)

shall apply with the modifications specified below in relation to capital
expenditure on the construction of an industrial building or structure; and
shall, as so modified, apply also in relation to capital expenditure on the
construction of a qualifying hotel or of a commercial building or structure as
if it were an industrial building or structure,

in any case where the expenditure is incurred, or is incurred under a contract entered
into, at a time when the site of the industrial building or structure, the qualifying hotel
or the commercial building or structure is in an enterprise zone, being a time not more
than 10 years after the site was first included in the zone.

(2) Section 3(2) shall have effect with the substitution for the references to one-twentyfifth
of references to one-quarter.

(3) Section 7 shall not apply to expenditure to which this Chapter applies by virtue of
this section.

(4) For the purposes of sections 3(1)(b), 4(1) [***4A(1)], 8(3), (4) and (7) and 15(1) and
(2) a building or structure of any description (including a qualifying hotel) in relation
to which this Chapter has effect in accordance with subsection (1) above shall be
regarded as continuing to be, or to be used as, a building or structure of that description
notwithstanding that it has become a building or structure of another such description.

[**(4A) This section shall have effect subject to section 17A.]

Textual Amendments
F28 Word ins. 6(4) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 120(5) (with s. 120(7))
F29 S.6(4A) inserted (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 70, Sch. 13 para.12.
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F30 S. 6(5) repealed (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), ss. 70, 82, Sch. 13 paras. 4, 14, Sch.
18 Pt.VII(9).

7 Other hotels.

(1) Subject to the following provisions of this section, [**'this Chapter and Chapter III as

it applies for the purposes of this Chapter] shall apply in relation to a qualifying hotel
as if it were an industrial building or structure, with the following modifications—
(a) where, after a building has ceased to be a qualifying hotel otherwise than on
the occurrence of an event to which section 4(1) applies, a period of two years
elapses in which it is not a qualifying hotel and without the occurrence of any
such event, this Chapter and Chapter I1I shall have effect as if—
(i) the relevant interest in the building had been sold at the end of that
period; and
(i) the net proceeds of the sale were equal to the price which that interest
would then have fetched if sold in the open market;
(b) references in this Chapter and Chapter III to expenditure on the construction
of a building or structure shall not include references to expenditure incurred
in taking any such steps as are mentioned in section 69.

(2) Subsection (1)(a) above has effect subject to section 15(1); but a building shall not by
virtue of that section be deemed to continue to be a qualifying hotel for more than two
years after the end of the chargeable period '°... in which it falls temporarily out of use.

(3) Subsection (1)(b) above shall not have effect in relation to any chargeable period *"°...
ending after 26th July 1989.

Textual Amendments
F10 Words in Act repealed (with effect in accordance with s. 211(2) of the amending Act) by Finance Act
1994 (c. 9), s. 213(1), Sch. 26 Pt. 5(24)
F31 Words substituted by Finance Act 1990 (c. 29), s. 88, Sch. 13 para. 1(2)(3)

CHAPTER III

PROVISIONS SUPPLEMENTARY TO CHAPTERS I AND II

8 Writing off of expenditure and meaning of “residue of expenditure".

(1) Any expenditure incurred on the construction of any building or structure shall be
treated for the purposes of this Part as written off to the extent and as at the times
specified below in this section, and references in this Part to the residue of any such
expenditure shall be construed accordingly.

F2[(2) Where an initial allowance is made in respect of any of the expenditure, then—

(a) if that allowance is made in respect of an additional VAT liability incurred
after the building or structure is first used, the amount of that allowance shall
be treated as written off as at the time at which the liability is incurred; and

(b) in any other case, the amount of the allowance shall be treated as written off
as at the time when the building or structure is first used.]
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(3) Subject to subsection (4) below, where, by reason of the building or structure being at
any time an industrial building or structure, a writing-down allowance is made for any
chargeable period in respect of the expenditure, the amount of that allowance shall be
treated as written off as at the end of that period ... .

(4) Where, at the time referred to in subsection (3) above, an event occurs which gives rise
or may give rise to a balancing allowance or balancing charge, the amount directed to
be treated as written off by that subsection as at that time shall be taken into account
in computing the residue of that expenditure immediately before that event for the
purpose of determining whether any and if so what balancing allowance or balancing
charge is to be made.

(5) Subject to subsection (6) below, where a scientific research allowance is made for any
chargeable period in respect of the expenditure, the amount of that allowance shall be
treated as written off—

(a) in the case of an allowance under section 137, as at the end of the chargeable
period *... and

(b) in the case of an allowance under section 138, as at the time when the asset
[*ceases to belong to the person in question].

(6) Where, at the time as at which an amount falls to be treated as written off under
subsection (5) above, an event occurs which gives rise or may give rise to a balancing
allowance or balancing charge, the amount directed to be treated as written off by that
subsection as at that time shall be taken into account in computing the residue of the
expenditure immediately before that event for the purpose of determining whether any
and if so what balancing allowance or balancing charge is to be made.

(7) I, for any period or periods between the time when the building or structure was first
used for any purpose and the time at which the residue of the expenditure falls to
be ascertained, the building or structure has not been in use as an industrial building
or structure, then there shall in ascertaining that residue be treated as having been
previously written off in respect of that period or those periods amounts equal to
writing-down allowances made for chargeable periods of a total length equal thereto at
such rate or rates as would have been appropriate having regard to any sale on which
section 3(3) operated.

(8) For the purposes of subsection (7) above a building or structure shall not be treated—

(a) by virtue of section 18(1)(c) as having been an industrial building or structure
before the year 1952-53,

(b) by virtue of section 18(1)(j) or (10) as having been an industrial building or
structure before the year 1953-54.

(9) Where, on the occasion of a sale, a balancing allowance is made in respect of the
expenditure, there shall be treated as written off as at the time of the sale the amount
by which the expenditure before the sale exceeds the net proceeds of the sale.

(10) Where, on the occasion of a sale, a balancing charge is made in respect of the
expenditure, the residue of the expenditure shall be deemed for the purposes of this
Part to be increased as at the time of the sale by the amount on which the charge is
made.

(11) Where, on the occasion of a sale, a balancing charge is made under section 4(7)
(b) in respect of the expenditure and, apart from this subsection, the residue of the
expenditure immediately after the sale would by virtue of subsection (10) above be
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deemed to be greater than the net proceeds of the sale, the residue immediately after
the sale shall be deemed for the purposes of this Part to be equal to the net proceeds.

(12) Where a building or structure is demolished, and the demolition gives rise, or might
give rise, to a balancing allowance or charge under this Part to or on the person
incurring the cost of demolition, the net cost to him of the demolition (that is to say,
the excess, if any, of the cost of the demolition over any moneys received for the
remains of the property) shall be added for the purposes of this Part to the residue,
immediately before the demolition, of the expenditure incurred on the construction of
the property; and if this subsection applies to the net cost to a person of the demolition
of any property, the cost or net cost shall not be treated for the purposes of this Act
(other than Part III) as expenditure incurred in respect of any other property by which
that property is replaced.

F35

[(12A) Where an additional VAT rebate is made in respect of any of the expenditure, there
shall be treated as written off as at the time at which the rebate is made an amount
equal to the rebate. ]

[*°(12B) Where any event occurs to which section 4(1)(dd) applies, there shall be treated as

written off as at the time of the event an amount equal to the capital value realised].

(13) Where the Crown is at any time entitled to the relevant interest in a building or
structure, subsections (1) to [**’(12B)] above shall have effect as if all such writing-
down allowances, balancing allowances and balancing charges had been made as
could have been made if—

(a) aperson other than the Crown and other than a company had been entitled to
the relevant interest, and

(b) all things which, while the Crown is entitled to the relevant interest, have been
done in relation to the building or structure by or to the Crown or by or to any
person using the building or structure under the authority of the Crown, had
been done by or to that other person, for the purposes of and in the course of
a trade carried on by him, and

(c) any sale or other disposition by or on behalf of the Crown of the relevant
interest in the building or structure had been made in connection with the
termination of that trade, and

[**(d) the periods of account of that other person in respect of that trade had, in the
case of each year of assessment, ended immediately before the beginning of
the next following year of assessment. |

(14) In relation to sales occurring after the passing of the Y'Finance Act 1988 (29th July
1988), references in subsection (13) above to the Crown shall include references to
any person who is not within the charge to tax in the United Kingdom.

Textual Amendments

F10 Words in Act repealed (with effect in accordance with s. 211(2) of the amending Act) by Finance Act
1994 (c. 9), s. 213(1), Sch. 26 Pt. 5(24)

F32 S. 8(2) substituted (for any chargeable period or its basis period ending on or after 06.04.1990) by
Finance Act 1991 (c. 31), s. 59, Sch. 14 Pt. I para. 5(1).

F33 Words in s. 8(5)(a) repealed (with effect in accordance with ss. 211(2), 218(1)(b) of the amending Act)
by Finance Act 1994 (c. 9), s. 213(3)(a), Sch. 26 Pt. V(24)

F34 Words in s. 8(5)(b) substituted by Finance Act 1990 (c. 29), s. 88, Sch. 13 para. 2(1)(2)

F35 S.8(12A) inserted (for any chargeable period or its basis period ending on or after 06.04.1990) by
Finance Act 1991 (c. 31), s. 59, Sch. 14 Pt. I para. 5(2).
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F36 S.8(12B) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 120(6)(a) (with s. 120(7))

F37 Word in s. 8(13) substituted (3.5.1994) by Finance Act 1994 (c. 9), s. 120(6)(b) (with s. 120(7))

F38 S. 8(13)(d) substituted (with effect in accordance with s. 211(2) of the amending Act) by Finance Act
1994 (c. 9), s. 213(3)(b)

Marginal Citations
M7 1988 c. 39.

9 Manner of making allowances and charges.

(1) Except in the cases mentioned in subsections (2) to (7) below, any allowance or charge
made to or on a person under the preceding provisions of this Part shall be made to
or on him in taxing his trade.

(2) An initial allowance shall be made to a person by way of discharge or repayment of tax
if his interest in the building or structure is subject to any lease when the expenditure
is incurred or becomes subject to any lease before the building or structure is first used
for any purpose.

(3) A writing-down allowance shall be made to a person for a chargeable period by way
of discharge or repayment of tax if his interest is subject to any lease at the end of that
chargeable period "’... .

(4) A balancing allowance shall be made to a person by way of discharge or repayment
of tax if his interest is subject to any lease immediately before the event giving rise
to the allowance.

(5) Any allowance which, under subsections (2) to (4) above, is to be made by way
of discharge or repayment of tax shall be available primarily against the following
income, that is to say—

(a) income taxed under Schedule A in respect of any premises which at any
time in the chargeable period consist of or include an industrial building or
structure, or

(b) income which is the subject of a balancing charge under this Part.

(6) Effect shall be given to a balancing charge to be made on a person where his interest
is subject to any lease immediately before the event giving rise to the charge—
(a) 1ifitis acharge to income tax, by making the charge under Case VI of Schedule
D;
(b) ifitis acharge to corporation tax, by treating the amount on which the charge
is due to be made as income of the description in subsection (5)(a) above.

(7) Where a balancing allowance or balancing charge falls to be made in the case of a
building or structure which has ceased to be an industrial building or structure and the
circumstances are such as are mentioned in section 15(2)(a) and (b), the allowance or
charge shall be made as provided in that subsection.

(8) This section shall also apply where the building or structure in question is used by a
licensee of the person entitled to the relevant interest as if that interest were subject
to a lease.
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Textual Amendments
F10 Words in Act repealed (with effect in accordance with s. 211(2) of the amending Act) by Finance Act
1994 (c. 9), s. 213(1), Sch. 26 Pt. 5(24)

10 Purchases of buildings and structures.

(1) [**Subject to subsection (3A) below,] where expenditure is incurred on the
construction of a building or structure and, before that building or structure is used,
the relevant interest in it is sold—

(a) the expenditure actually incurred on the construction of the building or
structure shall be left out of account for the purposes of sections 1 to 8, but

(b) subject to subsection (2) below, the person who buys that interest shall be
deemed for those purposes to have incurred, on the date when the purchase
price becomes payable, expenditure on the construction of the building or
structure equal to that actual expenditure or to the net price paid by him for
that interest, whichever is the less.

["(1A) Notwithstanding the provisions of paragraph (b) of subsection (1) above, in the case

of a building or structure the site of which is or has been in an enterprise zone, any
expenditure which a person is deemed to have incurred by virtue of that paragraph
shall be treated for the purpose only of determining entitlement to allowances as not
incurred, and not incurred under a contract entered into, at a time when the site of the
building or structure is in an enterprise zone.]

(2) Where the relevant interest in the building or structure is sold more than once before
the building or structure is used, paragraph (b) of subsection (1) above shall have effect
only in relation to the last of those sales.

(3) Where the expenditure incurred on the construction of a building or structure was
incurred by a person carrying on a trade which consists, in whole or in part, in the
construction of buildings or structures with a view to their sale, and, before the building
or structure is used, he sells the relevant interest in it in the course of that trade, or, as
the case may be, of that part of that trade, paragraph (b) of subsection (1) above shall
have effect subject to the following modifications, that is to say—

(a) if that sale is the only sale of the relevant interest before the building or
structure is used, paragraph (b) shall have effect as if the words “that actual
expenditure or to" and “whichever is the less" were omitted; and

(b) in any other case, paragraph (b) shall have effect as if the reference to the
expenditure actually incurred on the construction of the building or structure
were a reference to the price paid on that sale.

[*'(3A) Subsections (1) to (3) above shall not apply [**for the purpose of determining whether
any expenditure is expenditure to which section 2A applies or]in any case where
section 10A [*?or 10C] applies.]

(4) [**Subject to section 10B,] subsection (5) below applies where—
(a) expenditure is incurred on the construction of a building or structure by
a person carrying on a trade which consists, in whole or in part, in the
construction of buildings or structures with a view to their sale, and
(b) after the building or structure has been used, he sells the relevant interest in it
in the course of that trade or, as the case may be, of that part of that trade, and


http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9/section/213/1
http://www.legislation.gov.uk/id/ukpga/1994/9/schedule/26/part/5

Capital Allowances Act 1990 (c. 1) 21
Part I — Industrial Buildings and Structures

Chapter I1I — Provisions Supplementary to Chapters I and 1]

Document Generated: 2023-08-09

Status: Point in time view as at 19/09/1994.
Changes to legislation: There are currently no known outstanding effects for
the Capital Allowances Act 1990 (repealed). (See end of Document for details)

(c) the purchase price payable on the sale becomes payable on or after 27th July
1989.

(5) Where this subsection applies, this Part shall have effect in relation to the person who
buys the interest as if—
(a) the original expenditure had been capital expenditure,
(b) all appropriate writing-down allowances had been made to the person
incurring it, and
(c) all appropriate balancing allowances or charges had been made on the
occasion of the sale.

Textual Amendments
F39 Words ins. 10(1) inserted (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 70, Sch. 13 paras. 5, 14.
F40 S. 10(1A) inserted (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 70, Sch. 13 paras. 6, 14.
F41 S.10(3A) inserted (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 70, Sch. 13 paras. 7, 14.
F42 Words in s. 10(3A) inserted (27.7.1993 with effect as mentioned in s. 113(7) of the amending Act) by
1993 c. 34, s. 113(3)(7)
F43 Words in s. 10(4) inserted (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 70, Sch. 13 paras. 9, 14.

"4[10A Purchases of buildings and structures: special provision for enterprise zones.

(1) This section shall apply where—

(a) expenditure is incurred on the construction of a building or structure (actual
expenditure);

(b) some or all of that expenditure is incurred, or is incurred under a contract
entered into, at a time when the site of the building or structure is in an
enterprise zone, being a time not more than 10 years after the site was first
included in the zone; and

(c) before the building or structure is used, the relevant interest in it is sold.

(2) Where this section applies—

(a) the actual expenditure shall be left out of account for the purposes of sections
1 to 8, but

(b) subject to subsection