
CAPITAL ALLOWANCES 

How much AIA can you claim? 
You’ve just spent £2,900 on a high-end PC for your home office 
on a buy-now-pay-later contract. Your family will make some 
use of it and your company will pay a contribution to the cost. 
What tax allowances can you claim and when? 
Personal capital allowances 
As a director or employee you can claim a tax deduction for expenses which you necessarily 
incur in the course of doing your job, unless your company reimburses you. However, there 
are special rules if the expense relates to the purchase of equipment. In this situation the tax 
deduction is given as a capital allowance (CA), which is allowed in one of two ways. 
WDAs or AIA? 
Where your purchase qualifies (most equipment does), you can claim CAs as an annual 
investment allowance (AIA). The AIA means you’ll receive a tax deduction for the full cost 
(up to £200,000) for the tax year of purchase. If it doesn’t qualify, or you decide not to claim 
the AIA, you’ll get a writing down allowance (WDA), which for most types of equipment 
will be equal to 18% of the cost for the year of purchase, then 18% of the balance the next 
year, and so on. It takes a surprisingly long time to obtain a full tax deduction this way, i.e. 
twelve years for around 90% the expense. 

Tip. Wherever possible claim the AIA in preference to WDAs. However, if for some reason 
you decide to claim WDAs you can shorten the period over which the tax deduction can be 
claimed if you sell or stop using the equipment for work purposes (see The next step ).  
A matter of timing 
Another factor which can affect the timing of CAs is when the equipment is paid for. For 
example, if you take advantage of a retailer’s buy-now-pay-later deal it can delay when you 
receive the deduction for the AIA or WDAs.  

Trap. If the payment is due more than four months after you make the purchase, the date it 
qualifies for the AIA or WDAs is the date you pay for the item. If it’s a hire purchase 
arrangement, the qualifying date is the date that you start to use the equipment for work.  
Company contribution 
If your company makes a contribution to the cost of the equipment, you must take this into 
account in your claim for CAs. 

Example. Jenny is a director of Acom Ltd who mainly works from home. In July 2016 she 
buys a top of the range PC for £2,900 for work purposes. Acom pays her £1,000 towards the 
depreciation of the computer. Jenny can claim the AIA (or WDAs), but reduced to a just and 
reasonable amount to reflect the depreciation subsidy, i.e. £1,900.  
Non-business use 



In the tax year Jenny bought the computer her personal use is 10%. She must therefore reduce 
her AIA claim by that amount, i.e. to £1,710 (£1,900 x 90%).  

Tip. If Jenny changes the amount of personal use in the second and subsequent years, say by 
increasing her personal use to 40%, the good news is that she doesn’t have to go back and 
reduce her claim for AIA. A loophole in the rules ensures that the claim is fixed.  

A deduction is allowed for the cost less your company’s contribution. If you 
don’t pay for the PC within four months, your claim must be for the tax 
year in which you pay. Reduce your claim by the proportion of non-
business use for the year of purchase, but if the usage changes your claim 
doesn’t need to be adjusted. 
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