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Introduction

Section 554 of the Taxes Consolidation Act 1997 (“TCA 1997”) sets out the principle
that allowable expenditure in computing chargeable gains is confined to expenditure
incurred on capital account. This is achieved by excluding from allowable
expenditure any expenditure which is allowable in computing income, profits, gains
or losses for income tax purposes. By virtue of section 78(6) TCA 1997, any
expenditure which is taken into account for corporation tax purposes is similarly
excluded.

11.1 Allowable expenditure

The computation of a chargeable gain or an allowable loss is in the form of a capital
account. The allowable expenditure is strictly defined; in particular, it is provided
that no deduction shall be allowed for any expenditure which would have been
allowable for Income Tax purposes if the asset had at all times been held by the
owner as fixed capital of a trade, the profits of which were chargeable to Income
Tax. Consequently, the costs of insuring or maintaining the assets are not allowable
for Capital Gains Tax (“CGT”) purposes.

11.2 Capital allowances

Where an asset which qualifies for capital allowances is sold for more than its
original cost, the CGT charges the excess; but where the asset is sold for less than its
first cost, then the loss which has been covered by capital allowances is not allowed
again for CGT purposes.



