Capital Allowances - recap on commercial
property purchase claims

What is a purchase price apportionment?
When a building is purchased there may be an
opportunity to undertake an apportionment of the
price paid under s.562 Capital Allowances Act
2001 in order to claim allowances on its fixed plant
& machinery content.

such a situation a taxpaying purchaser buying the
asset becomes the first owner in the charge to tax
and is accordingly entitled to make a claim.
Why might a vendor not have claimed?
It may seem unfathomable why an owner would
not have claimed tax relief when they purchased or
improved their building, but there are common
reasons.
No profits to be oﬀset
If they are not making profits at the time of their
expenditure and do not foresee tax liabilities
arising for sometime, they may put oﬀ preparing a
claim (also known as “pooling allowances”). Over
time the idea is subsequently forgotten.
Delayed claims time-out
It is also often wrongly thought that delay will mean
the ability to make a claim is lost. Capital
Allowances are not covered by the statute of
limitations and so expenditures even from ten
years ago can be revisited. In such scenarios, the
belatedly claimed allowances are entered into
currently open tax computations.

Up until 2014 there were few restrictions and it was
commonplace to make claims on the purchase of
many second-hand buildings where allowances
had not previously been claimed. A change to the
legislation then restricted claims to the first
taxpaying ownership (see below).

There are, however, recurring situations where
existing owners have failed to make any claims
and in such circumstances, when the building is
sold on, the legal entitlement will be lost unless
steps are taken to secure it within the purchase
agreement. Care is therefore needed when
reviewing a vendor’s replies to pre-contract
enquiries, which may be inaccurate or incomplete.
A purchaser may then form a view that there is
nothing to be had and fail
to complete the diligence
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It is therefore, essential to insert clauses into the
contract of sale which require the vendor’s
assistance to do the following:- Provide information on their expenditures
- The purchaser can then prepare the claim for the
vendor to submit to their inspector of taxes
- Both parties can then execute an election under
s.198/9 Capital Allowances Act to transfer the
unused reliefs to the new owner.

challenged - it may well reflect their lack of
knowledge of allowances.

Purchase claim examples
The table on the previous page illustrates a newly
completed oﬃce scheme purchased from a
developer in 2018. The building had a very good
specification including air-conditioning. The
outcome was a claim of over 25% of the price paid
(including SDLT) qualifying for plant & machinery
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Giving good advice to clients
A purchaser will rely heavily on the guidance of
their professional team, and may not have a clear
understanding Capital Allowances.
It is therefore essential that care is taken to
consider whether the sales information, or the
answers provided to pre-contract enquiries do
convey the indication of an opportunity. Poor or
little information from a vendor should be
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