
 

 

Buying or Selling Commercial Property from April 
2014 – Don’t Miss Out on Capital Allowances 

From April 2014, there has been an important change with regards to fixtures, which impacts on the 

sale or purchase of commercial property.  Capital allowances may only be claimed by the 

purchaser of a commercial property containing fixtures, if the previous owner has “pooled” the 

relevant expenditure.  

Background 

Commercial property owners can claim tax relief (providing the property is held as investment or 

used within a trade) on items that qualify for capital allowances; such as lighting, heating, air 

conditioning, sanitary ware and lifts.  Whereas previously a property purchaser could make a claim 

for unclaimed capital allowances many years after the acquisition, the rules have changed.  Not 

addressing capital allowances on acquisition may result in financial repercussions. 

What has changed? 

Where a property changes hands: 

 If the seller is entitled to claim capital allowances, they must do so, in order to pass on the 

value to the purchaser (known as pooling).  Once pooled, the seller and buyer must agree 

on the value of the fixtures within two years of the sale, and make an election.  The value 

should be agreed at the time of the sale.  If a value cannot be agreed then the seller and 

purchaser must apply to the Tax Tribunal for the value to be determined.



If an election is not made (and direction from the Tax Tribunal not applied for) within the 

two year period, the purchaser will not be able to claim capital allowances.  Subsequent 

purchasers will also be prohibited from obtaining capital allowances. 

 For any fixtures upon which the seller could not claim, the buyer can still make a just and

reasonable apportionment.  For example, cold water systems and general electrical wiring

expenditure incurred by the seller prior to April 2008.

 There are special rules that allow capital allowances to be preserved if an intervening

owner is not entitled to claim, for example pension schemes or charities. Any such owners

will now need to obtain the necessary information when they purchase a property, and

make an election even though they themselves cannot claim capital allowances.  This is to

ensure the value of the capital allowances is preserved to make the property more

attractive to future purchasers.

What do you need to do? 

The changes will have a huge impact on all parties involved in commercial property transactions.  

The purchaser will need to carry out additional due diligence on the capital allowances position 

before the property is acquired to ensure capital allowances can be claimed.  It is recommended 

that the sale and purchase agreement contains either a warranty that the seller has pooled the 

expenditure, or an undertaking that they will, prior to the transfer of the property. 

The seller needs to be aware of these new provisions and may consider carrying out an exercise to 

pool any unclaimed expenditure, before marketing the property, to make it more attractive to a 

purchaser. 

How we can help 

The new rules for fixtures within commercial property can be complex.  We can help by assisting 

you with buying or selling commercial property or making an existing claim on buildings you already 

own. 

For further information, please contact: 

John Rodger, Corporate Tax Partner at john.rodger@chiene.co.uk 


