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Background
The rules on capital allowances for fixtures are designed to 

ensure that expenditure is relieved only once, even if the fixture 

concerned has a number of different owners over the course  

of time.

This is achieved by placing a limit on the expenditure for which 

allowances are available to a taxpayer who purchases a building 

from another taxpayer who is eligible for capital allowances. 

Qualifying expenditure on fixtures is restricted to the amount 

that is brought into account by the vendor as the disposal value 

of the fixtures in its capital allowances computations (which will, 

in turn, be limited to the amount of the vendor’s acquisition 

costs that qualified for capital allowances).

Where fixtures are sold as part of a property, clearly, there is  

an advantage to the purchaser in allocating as much of the sale 

price as possible to the fixtures in order to maximise allowances. 

By contrast, the vendor will normally wish to allocate as little  

as possible to the fixtures in order to maintain the size of  

the capital allowances pool on which it may continue to claim 

allowances, and to avoid any balancing charge. Accordingly, 

there are rules to govern this allocation, and to ensure that the 

same amount is allocated to fixtures by both the vendor and  

the purchaser.

Capital allowances for fixtures on the 
purchase of an existing building

Expenditure incurred from April 2012 onwards
For buildings purchased on or after 6 April 2012 (1 April for 

companies) capital allowances are denied to the new owner 

where the vendor was entitled to claim capital allowances on 

the fixtures concerned unless either:

•	 the vendor and purchaser have formally elected, within two 

years of the sale, to allocate an agreed part of the purchase 

price of the property to the fixtures; or

•	 a tribunal has determined the amount to be allocated to 

fixtures, on an application made by one of the affected 

parties within the same two-year period.

Exceptionally, in a limited number of cases where the capital 

allowances rules substitute market value for the disposal 

proceeds, it is sufficient that the purchaser holds a written 

statement (or a copy thereof) made by the vendor within the 

two-year period after the sale, giving details of the amount of 

the disposal value that it was required to bring into account. 

This applies in very few cases. There are also provisions 

governing the situation where the property passes to the new 

owner via a third party, such as a charity, who is not eligible for 

capital allowances.

If allowances are denied to the purchaser under these 

provisions, that has no effect on the disposal value to be 

brought into account by the vendor.
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Expenditure from April 2014 onwards
For buildings purchased by the new owner on or after 6 April 

2014 (1 April for companies) there is a further requirement  

that either:

•	 the vendor’s expenditure on the fixtures has been allocated to 

a pool in a chargeable period beginning on or before the date 

of the sale; or

•	 a first-year allowance has been claimed in respect of all or 

part of it.

Fixtures purchased from developers  
or non-taxpayers
The discussion above assumes that the building and associated 

fixtures are acquired from another taxpayer who has been  

in a position to claim capital allowances. However, there may  

be circumstances where this is not the case; for example, if  

the acquisition is from a non-taxpayer such as a charity or from  

a developer who held the building as trading stock.

The capital allowances history of the fixtures has no relevance  

in such a case unless a person who owned the fixtures at  

some time on or after 24 July 1996 (but prior to the period  

of ownership by the vendor) was eligible to claim capital 

allowances. Capital allowances will therefore be available to  

the purchaser based on whatever part of the purchase price  

may fairly be allocated to the fixtures as a matter of fact. In  

the event of dispute this will be a matter to be settled between 

the purchaser and HMRC without reference to the tax position 

of the vendor.
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