FOCUS ON

Farming - AIA for farmers
The Annual Investment Allowance
(AIA) provides farmers with 100% tax
relief on their agricultural equipment
expenditure - enabling many farming
businesses to reduce their taxable
profits by the full amount of their
annual capital investment.
Who can claim AIA?
The Annual Investment Allowance (AIA) may be claimed
by farmers operating as sole traders, in partnerships and
through companies.
Which expenditure qualifies for AIA?
To qualify for the AIA, the expenditure must fall within the
definition of ‘plant and machinery’ for capital allowance
purposes. This would cover farming equipment such
as tractors, combine harvesters and other agricultural
machinery (as well as computers, office equipment, vans,
lorries and all kinds of business machines).

Whilst cars are specifically excluded from AIA relief, vehicles
considered unsuitable for use as a private vehicle are
eligible, HMRC specifically states that ‘double cab pick-ups
with a payload of one tonne or more’ can qualify for AIA which could include, for example, a Land Rover Utility 110.
How much expenditure qualifies for the AIA?
From 1 January 2016, the AIA threshold is £200,000 per
annum. This was reduced from £500,000 previously.
There are transitional provisions which time-apportion the
maximum AIA where a business has accounting periods
that straddle 1 January 2016. There will be some slightly
complex calculations forthose accounting periods which
straddle the date of change. A two stage calculation is
required:
1.

2.

Work out the maximum AIA for your accounting period
based on the number of days before and after the date
of change.
Ensure that you don’t trip over the restriction in the
latter part.

Example 1
A business with a year ending 31st March 2016 will have
an allowance of £375,000 for the nine months up to 1st
January 2016 and £50,000 for the last three months making
a total allowance of £425,000 for the year. If they have
spent £425,000 prior to 1st January, the AIA can be claimed
on all of it. However, a restriction will apply if any part of the
expenditure falls after 1st January: only £50,000 of the AIA
can be claimed on expenditure incurred in that part of the
year.
If the business has spent £350,000 in the first nine months
and £75,000 in the last three months, their claim would be
limited to £400,000 only: the restriction would mean that
£25,000 of the £75,000 would have to go into the general
pool.
Example 2
Looking at a business with a September 2016 year end, the
maximum claim will be £350,000 (50% x £500k plus 50% of
£200k) and the maximum claim for machinery purchased
after January will be £100k.

“From 1 January 2016, the AIA threshold is £200,000 per
annum, for the foreseeable future.”
Finally, don’t forget that where an asset is bought on hire
purchase, the AIA can only been claimed when it is not only
contracted, but also “in use” within the business. HMRC are
well aware of this restriction, they do employ people who
know the difference between a cultivator and a combine,
and may well try to impose penalties if a claim is made
negligently. Worse still, they will probably feel that if the
AIA claim is wrong, there may well be other things in the
accounts which would justify an enquiry.

Contact Us
MHA MacIntyre Hudson’s farming clients range from family
farms to large commercial enterprises which operate in both
the livestock and arable sectors.
To discuss your AIA entitlement, or any other agricultural
matter, please contact Sarah Dodds, Head of Agriculture &
Rural Business.
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