
Capital allowances are relevant for virtually every business 
and property investor in the UK. Despite this, there are still 
many misunderstandings in relation to these allowances, 
never more so than in relation to fixtures in property. 

Here are six common myths we have come across in our 
advisory work for accountants and other professionals.

Myth 1 Any capital allowances saving will be lost 
in extra CGT.
In first place is a misunderstanding of the link between CGT 
and capital allowances. The reality is that if a property is 
sold at a profit, the computation of the gain is unaffected by 
the capital allowances claim.
If you buy a property for £600,000 and sell it for £800,000 
there is a capital gain of £200,000, whether or not a 
capital allowances claim was made for fixtures in the 
property, and however those allowances are dealt with at 
the point of sale.
If there is a capital loss, that loss is restricted to the extent 
that allowances are claimed and then retained when the 
property is sold – an opportunity for some valuable tax 
planning!

Myth 2 Fixtures in old buildings must be of 
negligible value.
If a property is being bought and sold, or if it has been owned 
for many years with little in the way of capital allowances 
claims, it may be thought that the value of any fixtures is likely 
to be very low. This is not how it works in reality.
If we are looking at a building bought many years ago, the 
historic cost determines the value of the claim – as long as 
the fixtures are still in the property. 
Where a used building is being bought, the calculation of 
the value of the fixtures is based on their replacement value, 
rather than on their value if stripped out and sold separately. 
This approach, which attributes a much higher figure to 
fixtures, has approval of both HMRC and the tax Tribunals.

Myth 3 Capital allowances are merely a cash flow 
exercise.
Some accountants have taken the view that claiming 
allowances is not worthwhile as the full benefit will be 
reversed when the property is sold. There are many reasons 
why this is not an appropriate response to a possible claim.
For a start, a cash flow advantage is usually worth having – 
though the cost of capturing the allowances will obviously 
need to be considered. More importantly, the seller normally 
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has a real element of control when negotiating with a future 
buyer, and it is unusual for the full benefit to be passed from 
vendor to purchaser. In some cases, though again this would 
be unusual, the seller may even be able to retain the full 
value of the allowances.
In a sense, though, these points are now a red herring. When 
selling the property, it is almost certain that the buyer will insist 
on a full capital allowances exercise. For all sorts of reasons, 
it is more beneficial to capture the value of the allowances 
earlier rather than at the point of sale.

Myth 4 The solicitors will protect the interests of 
our mutual client.
Whether the client is buying or selling the property, it is likely 
that the solicitor will be involved with the commercial property 
standard enquiries (CPSEs). However, it is rarely the case that 
the solicitor accepts responsibility for overseeing the capital 
allowances aspects so as to provide best advice to the client.
The CPSEs only go so far, and unless (exceptionally) 
the solicitors are taking full responsibility for the capital 
allowances aspects of the transaction, it is essential for 
someone who really understands the rules to work alongside 
the solicitors to obtain the best tax outcome for the client. 
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CONTINUED OVERLEAF



Myth 5 A valid fixtures election will determine the 
full claim for my client when he buys a commercial 
property.
Although they are often perceived as complex, the changes 
introduced in FA 2012 have in many ways simplified matters: 
the seller must capture the value of the allowances, and the 
two parties must sign a fixtures election to transfer an agreed 
part of that value to the buyer.
Even if the vendor has made the maximum possible claim, 
there are many reasons why the fixtures election may not be 
the end of the matter. The most common of these is where 
the vendor owned the property before April 2008, and 
there are integral features on which no allowances could 
be claimed: a professional valuation of the fixtures will be 
needed in these cases. There may also be professional costs 
to consider, other incidental expenditure, and also a claim 
for items of plant and machinery that are not fixtures in the 
capital allowances sense.

Myth 6 The accounts correctly show £100,000 
additions for fixtures and fittings, and I have 
claimed allowances for those, so no more 
allowances are due.
This happens often in practice, but is neglecting a huge part 
of the potential claim.
Suppose that a new office building is constructed for £1.2m, 
and that a further £100,000 is spent on fitting it out. The 
£1.2m is shown as additions to property and the £100,000 
as fixtures and fittings. Capital allowances are claimed on the 
latter figure only.
The £1.2m on the property includes huge amounts 
of fixtures (in their capital allowances sense) on which 
allowances are due – all the electrical work, heating, hot 
and cold water systems, lifts, fitted furniture, toilets, and so 
on. In reality, the £100,000 represents a small fraction of 
the overall potential claim.
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This document provides an overview of some of 
the areas of difficulty we come across in practice in 
our day-to-day work. We have produced separate 
factsheets giving much more detail in relation to each 
of these points. Just ask us for any or all of these.
These are some of the misunderstandings we often 
come across in our capital allowances work, but 
there are others too. We will therefore be producing a 
second set of common myths shortly.
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Nobody likes paying tax...reduce your clients' tax liability  
in time for 31st January 2016

How many of your clients own property personally that they have not yet made a claim on?

For a no obligation assessment of your clients circumstances call us on 0800 0787 964


