
Hospitality & Leisure Businesses
Reduce your tax bill
The recently released capital allowances case, 
JD Wetherspoon plc v HMRC, for which Deloitte acted as
instructing accountants, is particularly relevant to
hospitality and leisure businesses incuring capital costs on
property. The case clarifies the position regarding the
availability of tax reliefs for building expenditure and the
methodology for calculating capital allowances available
on various project overheads. 

As a result of the subjective nature and complexity of
issues, the case resulted in a two stage hearing before
the Special Commissioners/First Tier Tax Tribunal. 
At the second hearing, the Tribunal Judges decided a
substantial proportion of the disputed items in favour 
of the taxpayer.  

Deloitte can provide you with practical assistance to
unlock new cash savings:

• Generate tax repayments through retrospective
reviews of capital expenditure to identify missed tax
relief on items arising from the nuances of this case.
Where past tax returns are still open, they can be
amended. Where closed, newly identified eligible
expenditure can be added to the plant & machinery
pool in later periods. This is particularly relevant to
hoteliers who should be looking to beneficially
recategorise (for tax purpose) as much buildings
expenditure as possible, given the abolition of hotel
buildings allowances.

• Review of current processes for identifying capital
allowances to ensure claims are being maximised.
We advise businesses in all aspects of capital
allowances including design and implementation of
systems and processes to capture and manage capital
allowances information, as well as transaction and
restructuring advice and cashflow improvements
through alternative capital allowances strategies. 

• Securing cash tax credits (if not currently tax paying)
in respect of energy efficient expenditure or
cleaning up contamination.

The areas debated during the two hearings
included:

• Lighting and electrical installations –
considerable debate was undertaken
regarding the eligibility of lighting throughout
the public houses and other electrical
installations. Whilst the distinction is less
contentious under the new capital allowances
regime, the scope for beneficially restating
historic expenditure is significant. 

• Ambient and decorative assets including
wooden panelling.

• Building alterations incidental to the installation
of plant & machinery including the replacement
of various floors, drainage installations,
kitchen and toilet walls and wall surfaces.

• Preliminaries and professional fees – there have
been significant differences in view between
taxpayers and HMRC for many years about the
appropriate methodology for allocating project
preliminaries (overheads) and fees across
project costs. The case provides clarification on
an appropriate methodology for identifying tax
relief available in respect of such costs.
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If you would like to discuss how Deloitte is able to help you identify tax savings in this area, please contact your
usual Deloitte tax depreciation contact or one of the following:


