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More than meets the 
eye
RAY CHIDELL and JAKE ILES 
discuss the limitations of the 
commercial property standard 
enquiries.

Commercial property standard enquiries (CPSEs) are 
typically raised by the lawyers acting for the buyer of 
a commercial property. They contain many detailed 

sections, the last of which (section 32) is concerned with capital 
allowances. 

The accountants acting for the vendor will generally be asked 
to complete section 32, giving details of the property’s capital 
allowances history. Somebody acting for the buyer will then 
need to appraise the replies and, unless (exceptionally) the 
buyer’s solicitors wish to take responsibility, that task will often 
be passed to the buyer’s accountants. 

Since capital allowances are right at the end of the CPSEs 
form, and because inevitably there are commercial pressures to 
complete the deal, accountants may feel they have too little time 
to deal with the issue, even though large amounts of tax at stake. 
Further, capital allowances for property fixtures are a specialist 
area, so there may be the added factor that the technicalities are 
poorly understood. 

What are CPSEs?
The purpose of CPSEs is to elicit the right information to 
allow the buyer to claim the capital allowances to which 
he may be entitled. If correctly answered, the queries are a 
good starting point. It is rarely the case, however, that they 
will provide all the information, so the person reviewing 

the replies should expect to probe deeper to ensure that the 
client’s interests are properly protected. As Rob Durrant-
Walker said in his article ‘Capital allowances claims for 
property fixtures’, Taxation, 21 September 2017, page 16, 
‘responses should, at times, be taken with a pinch of  
salt because they can be from the misinformed or 
misunderstood’. 

Revenue or capital
The first question (32.1) asks whether the property being sold 
has been held on capital account (as either investor or owner 
occupier) or on revenue account (as part of the seller’s trading 
stock). 

This should be straightforward, although we recently 
reviewed a case where the client had completed a draft of the 
CPSE replies and had answered ‘no’ to this.

Claims by the vendor
The next question asks whether the vendor has claimed 
allowances for fixtures in the property or allocated ‘any’ 
expenditure on these to a capital allowances pool. We must be 
clear that the term ‘fixtures’ has a technical meaning for capital 
allowances purposes. Tables and chairs may be fixtures and 
fittings for accounting purposes, and capital allowances may 
be claimed for the cost of such items, but they are not fixtures 
in the capital allowances sense. By contrast, the lift or the 
air conditioning costs will be shown in the accounts under a 
heading such as ‘additions to property’ but these are fixtures for 
capital allowances purposes.

If any fixtures have been the subject of a capital allowances 
claim, the vendor is asked to respond to some supplementary 

KEY POINTS

�� Commercial property standard enquiries cover various 
aspects of a property transaction.
�� Replies to CPSE capital allowances are an important 

starting point when advising the buyer.
�� However, the replies rarely provide enough information 

to determine the buyer’s capital allowances claim.
�� Responses must be reviewed critically to protect the 

buyer’s valuable capital allowances.
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enquiries (at 32.9 and 32.10, see Bill’s Best British Burgers). A 
common problem here is that the vendor will have claimed for 
some of the property fixtures but not for all of them.

There are many cases when these questions are marked as 
‘not applicable’, from which it can be inferred that the seller has 
not claimed the allowances and that nobody is keen to dig up 
the issues at this stage. Advisers acting for the buyer should be 
ready to challenge any ‘not applicable’ response to these early 
questions. 

When evaluating the replies, advisers should remember that 
capital allowances in this context are valuable. A partnership of 
two, in which both partners pay tax at 40%, may buy a hotel for 
£1m and make a fixtures claim of £300,000, worth £120,000 
to them. Or a company buying a hotel for £2m, and finding 
£600,000 of allowances, could save tax of £114,000 at current 
rates.

Complicating factors
We have already looked at questions 32.1 to 32.3, and at 32.9. 
The intervening ones address issues that arise less frequently 
in practice, so the replies from the vendor’s side may be bland, 
but need careful attention if they are not. Particular technical 
issues arise if the vendor is unable to claim allowances (32.4), as 
highlighted in CPSE case study (on page 16). 

Questions 32.5 to 32.7 deal with lease-related matters. 
Question 32.8 rather oddly combines long-life assets – which are 
nowadays treated as special rate expenditure but were formerly 
subject to their own rates of allowances – and claims under other 
parts of CAA 2001. These include research and development 
allowances, and historic claims for industrial buildings 
allowances or, more recently, for business premises renovation 
allowances.

BILL’S BEST BRITISH BURGERS

Bill runs a small chain of fast food restaurants in Cheshire and 
Shropshire. He has several outlets but is selling his Chester 
site because he has outgrown it. He did not consider capital 
allowances when he bought the freehold in 2009 but, in 2015, 
he installed a new hot water system and claimed allowances for 
that.

Bill’s accountant Ben, when asked (at 32.2) whether Bill had 
claimed any allowances, can therefore truthfully answer ‘yes’ 
even though it is not the whole truth. 

Question 32.3 begins ‘If you have not pooled any 
expenditure’, so Ben can quite reasonably answer ‘not 
applicable’ because he has claimed for the hot water system. 
(For a quasi-legal document, the ambiguity here is unfortunate: 
does it mean ‘if you have pooled no expenditure at all’ or ‘if 
there is any expenditure that you have not pooled’? The former 
is the more natural interpretation but, if that interpretation 
is used, the answer is almost inevitably misleading in this 
context.)

When Ben reaches question 32.9, he is asked only to provide 
details of each fixture for which a claim has been made – or 
for expenditure that has been added to the capital allowances 
pool. So he can provide details of the 2015 expenditure and 
legitimately say he has answered this question correctly.

This puts the onus firmly on the person appraising the 
replies. Let’s assume that the buyer is Kath and her accountant 
is Kerry. At the very least, Kerry will need to consider what 
claim can be made in relation to the hot water system. The 
CPSE replies will help her here, and she will need to ensure that 
a valid fixtures election under CAA 2001, s 198 is signed by 
both parties and submitted to HMRC within the time limits. 
Kath will need to negotiate with Ben to agree the figure for the 
election.

But Kerry should go further than this. She should 
recognise – not from the CPSE replies as such, but based on 
general experience of the value of capital allowances – that 
the claim for the hot water system is only a small part of the 
total potential claim. Armed with the knowledge that this is 
the only item for which a claim has been made, she should 
ask for Bill’s co-operation in formulating a further claim 
and in increasing the figures in the election to reflect it. The 
claim should be significant including, for example, all the 
ovens, cold water system, lighting, general electrics, alarms, 
and fitted equipment. It should reflect all the fixtures in the 
property when Ben bought it in 2009 – unless they have since 
been stripped out – as well as any subsequent expenditure on 
fixtures in the property.
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Capital allowances adviser
The final question, 32.10, asks the vendor to provide contact 
details for their capital allowances adviser. Before replying to 
the CPSEs, accountants should therefore decide whether they 
are confident to deal with any follow-up queries themselves or 
whether specialist expertise may be required in the form of a 
survey or valuation, or with the tax technicalities. If the latter, it is 
advisable to involve the specialist at the outset, before sending the 
initial CPSE replies. This should help to ensure that the questions 
are correctly answered and fully protect the vendor’s interests. 

 The inadequacies in the CPSEs have 
become more apparent since 2012. 

Similarly, it is essential for the person advising the buyer to 
understand the reality behind the CPSE replies and to appreciate 
the potential opportunities in the overall context of the purchase. 
If the adviser does not, it may help to involve a specialist early 

in the process, not least to negotiate the figures to go into any 
election. CPSE case study illustrates many of these issues.

Inadequacies
In summary, the CPSE capital allowances sections are useful 
tools for the lawyers, but are inadequate from the point of view 
of the taxpayer and tax advisers. Indeed, the inadequacies in 
the CPSEs have only become more apparent since 2012 and 
especially 2014 as a result of changes introduced by FA 2012. 

Accountants relying too closely on the CPSE replies will expose 
their clients – and ultimately themselves – to avoidable risks. To 
prevent such an outcome, it is necessary first to appreciate the 
potential value of the capital allowances. After that, steps can be 
taken to ensure that value is not inadvertently surrendered. n

Ray Chidell is a technical director and Jake Iles is managing 
director of Six Forward Capital Allowances. Together they 
wrote Capital Allowances and the A-Z of Plant & Machinery, 
both available from Claritax Books. Ray can be contacted 
on 01244 342 179 or at raychidell@claritax.co.uk. Contact 
Jake on 0800 0787 964 or at jiles@sixforward.com.

CPSE CASE STUDY

Buyer is negotiating to buy a care home from Oldco. The parties 
have provisionally agreed to allocate £1.5m to the property, 
£300,000 to goodwill and £20,000 to fixtures and fittings.

Oldco bought the home in July 2007 for £950,000 and 
added four extra bedrooms in early 2009.

CPSE replies are received, showing this key information:

�� the property has been held on capital account;
�� Oldco has made claims for the following:
�� fixtures and fittings on acquisition £20,000
�� bathroom fittings for extension £15,000
�� lift installation in 2012 £25,000;

�� Oldco will enter into a fixtures election if asked to do so 
(amount to be agreed);
�� the director of Oldco will handle any capital allowances 

queries himself (contact details are provided);
�� all other questions marked as ‘not applicable’.

Buyer’s solicitor is familiar with capital allowances issues 
and, when he approaches the company’s accountants, states 
that both parties wish to complete the purchase the next day. 
He asks Buyer’s accountant to confirm that a standard fixtures 
election should be completed and that – ‘because the fixtures 
are all quite old’ – he should propose a figure of £5,000 for 
the election to cover all the fixtures listed in the CPSEs. He 
says this is in addition to the £20,000 allocated in the sale and 
purchase agreement to fixtures and fittings. The accountant 
agrees, and duly claims allowances of £25,000 for his client, 
producing a modest but worthwhile tax saving. 

In reality, this is a wholly inadequate claim, arising largely 
from a failure to appreciate what the CPSE replies are saying.

For a start, Oldco bought the property before April 2008. It 
follows that Oldco will have been unable to claim allowances 

for some items now qualifying as integral features, such as 
general electrical costs and lighting. Buyer should be claiming 
for these, and a valuation exercise will be required to work out 
the correct figure for the claim. This part is the least urgent, 
however, because it need not involve Oldco.

More immediately critical is the treatment of any claim 
made, or not made, by Oldco when it bought the property in 
2007. If it signed a fixtures election at that time, that election 
should be reviewed. If it did not, it is possible, subject to 
checking the statutory route for making the claim, that a 
further £200,000 of qualifying expenditure could be identified. 
But this will have to go through Oldco’s capital allowances 
computations before being transferred by election to Buyer, so 
time is running out for this claim. 

It will also be necessary to establish what is meant by 
‘fixtures and fittings on acquisition £20,000’. If these are 
movable items and if they purport to be included in the fixtures 
election, they could well invalidate the election, jeopardising 
even the paltry £5,000.

The expenditure incurred in 2009 should also be reviewed. 
A claim has been made for the bathroom fittings, but one is 
also possible for other expenditure at that time, such as all the 
lighting, other electrical work, radiators and other plumbing. 
Buyer can take advantage of the potential additional 
claim only if the expenditure first passes through Oldco’s 
computations.

In summary, and at no cost to Oldco, it may be possible 
for Buyer to claim further allowances of about £300,000, 
well above the £25,000 proposed by the solicitor. But if the 
parties rely on the CPSE replies, perhaps because of pressure 
to reach a quick settlement to avoid delaying the commercial 
transaction, most of this additional value will be permanently 
lost.
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