Features not fixtures —
Greater problems of definition

Julie M Butler (FCA)
Butler & Co, Hampshire

Features not fixtures, AlAs, Payable payable ECAs, green
cars and the Weatherspoon case increase pressure of
definition for the tax adviser and taxpayer.

Contrary to some hype, the 2008 budget has not
simplified capital allowances for practitioners and the
entrepreneur. It would appear that both tax planning and
tax compliance have become more complicated as a
result of the changes.

The key is understanding the importance of integral
features (not fixtures), enhanced capital allowances
(ECAs), the Annual Investment Allowance (AIA) and the
abolition of both Industrial Building Allowances (IBAs)
and Agricultural Building Allowances (ABAs). There is a
plethora of tax planning opportunities for the adviser but
the interaction with the client/taxpayer to ascertain
exactly what has been spent (and what can be spent)
appears that it might be complex. Are the tax adviser and
taxpayer suitably prepared?

I. “Integral features not fixtures”

The previous capital allowances system gave a writing down
allowance (WDA) at 25 percent a year for expenditure on
adding thermal insulation to an industrial building. From April
1, 2008 (for corporation tax) or April 8, 2008 (for income tax)
WDAs have been extended to expenditure on the thermal
insulation of all existing buildings, used for any qualifying
business purpose, other than residential property businesses.
However, allowances on all such thermal insulation will, in
future, be restricted to the new 10 percent “Integral Features”
rate.

At the risk of over-emphasis, the name of the new category
has been changed from “Integral Fixtures” to “Integral
Features” to reflect the fact that not all of the items falling
within it will be fixtures. The new rules have also been
extended to structures as well as buildings. The
government is proposing that there will be a defined list of
“Integral Features” and this currently comprises the
following assets:
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