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Welcome to the latest issue of the Savills Capital Allowances Consultancy Newsletter

Our focus in this year’s newsletter is to assess the full impact of the recently introduced FA 2012 
changes to capital allowances on fixtures which are relevant to all commercial property transactions 
from April 2014 onwards.

The new rules represent a significant change in practice in this specialist field and receiving the 
correct advice, but at the right time, is now a key factor in all commercial property transactions.

Only where specialist advice is taken for each transaction will the full value of any capital allowances 

be utilised for both current and future owners.

Neil Farquhar 
National Director 
Head of Capital Allowances

nfarquhar@savills.com 
020 7409 8968

33 Margaret Street 
London W1G 0JD

Outlook for 2014
The 1st half of the year has again started 
strongly as clients react to the implications of the 
change to the rules and the transactional market 
continues to recover.

It has been noticeable that getting the capital 
allowances right is now very much part of the 
due diligence process when buying or selling 
commercial property. Misconceptions remain 
but the general level of awareness of the subject 
is without question the highest it has ever been 
during my 20 years in practice.  

In addition to this, there appears to have been a 
significant change in HMRC policy in this area 
with the Valuation Office now having a much 
more prominent role in negotiating and agreeing 
valuations.   

Given the above, the recent move to our new 
headquarters in the West End has proved to be 
very timely as we are very much at the centre of 
things within the Savills commercial business 
here.

2014 Seminars

Our capital allowances 
seminars will be held in our 
London headquarters on 
the following dates:

•	 1st July

•	 8th July

•	 15th July

Savills new headquarters - 33 Margaret Street

Capital Allowances Seminars 2014
Changes to the Capital Allowances Regime –  
Are you Ready ? 

The FA 2012 changes represent the biggest 
changes to the Capital Allowances Regime 
in five years and will necessitate a change 
in working practice for all those involved in 
commercial property. 

As one of the leading specialist practitioners in 
this field, Savills Capital Allowances Consultancy 
were integral to the HMRC consultation on these 
changes. Our approach for this year’s discussion 
forum will be to host a series of breakfast 
seminars in our London head office utilising 
this experience to deal with both the technical 
aspects of the changes, as well as addressing 
the impact in real terms.

Key areas to be addressed will be as follows:

1. How to avoid the risk of losing the allowances 
and how to retain the ability to pass them on 
following a sale.

2. How getting it right will ensure you don’t over 
pay tax.

3. Steps to take to avoid capital allowances 
delaying transactions.

4. How to prevent the changes reducing the 
value of your property.

5. The different approach required by tax payers 
and non-taxpayers to ensure allowances are not 
lost.

In addition our seminar will address other recent 
developments such as the recent doubling of 
Annual Investment Allowances, and the change 
to HMRC and Valuation Office practice in this 
area.

Contributor – Neil Farquhar, Head of Department
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Capital Allowances – 
What’s New?
Finance Bill 2014 has included the 
following tweaks to the capital allowances 
regime:

Further Increase in Annual Investment 
Allowance (AIA) to £500,000

Last increased to £250,000 from 1 January 
2013, the AIA limit has been further 
increased to £500,000 from April 2014 until 
31 December 2015, reverting back to the 
pre-January 2013 limit of £25,000 on 1 
January 2016.

There is now greater incentive to time the 
spending of qualifying capital expenditure 
so that the maximum cash flow benefit can 
be realised.  Transitional rules still apply to 
chargeable periods straddling the change 
in AIA limits and therefore need to be 
carefully considered.

Working With Intermediaries
With both the pooling and fixed value requirements now in full force from 
April 2014, Savills Capital Allowances Consultancy has continued to 
work with accounting firms, as well as tax and financial advisors of all 
sizes to ensure their clients’ capital allowances affairs are up to date.

Where allowances are not valued or “pooled” and agreed between 
the parties before the property is sold, all allowances will be lost to the 
purchaser, as well as all future owners, on disposal.  We believe this is 
likely to reduce the capital value of properties upon sale where this is the 
case.  Other observations:

• Transaction times prolonged due to more rigorous due diligence 
requirements on capital allowances matters.

• The emergence of “pay-to-pool” arrangements between buyers and 
sellers, especially on transactions involving distressed assets/sellers.

Contrary to some common misconceptions, it is still possible to value 
and claim capital allowances on historical capital expenditure post April 
2014 and we are continuing with this important work.  Our team have the 
expertise to review historical capital expenditure and identify allowances 
that have been either undervalued or overlooked completely where 
cost information is either scarce or non-existent, enabling us to work 
with a full range of intermediaries to value the allowances on historic 
commercial properties.

The next extension to this role is to liaise with property lawyers to assist 
them in ensuring that the capital allowances clauses, replies to CPSE’s 
and elections included within all commercial property contracts comply 
with the new fixtures rules.

Contributor – Michael Brownsdon, London

Updates to Enhanced Capital Allowances 
(ECA) Schemes for Energy-Saving and 
Water-Efficient	Technologies

Chilled Beams and Desiccant Air Dryers 
are new additions to the list of ECA-
qualifying technologies.

Enhanced Capital Allowances in 
Enterprise Zones

New plant and machinery expenditure 
incurred in designated assisted areas 
within Enterprise Zones attract 100% first 
year allowances.  The period of availability 
of this form of enhanced capital allowance 
has been extended from 31 March 2017 to 
31 March 2020.

Business Premises Renovation 
Allowance (BPRA)

Following the widely publicised abuse 
of the present BPRA regime by certain 
quarters, the legislation is being tightened 
up.  In summary:

• Relief only available for actual costs of 
construction and building work and for 
certain specified professional services, 
e.g. architecture, surveying and 
engineering.

• Relief restricted to only 5% of cost of 
non-specified professional services, e.g. 
project management.

• Works must be carried out within 36 
months.

• Only available on integral features and 
specific fixtures listed under CAA 2001 
s.360B(3A).

• Not available if other forms of State Aid 
received.

Contributor – Terence Tan, London
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Midlands Update
After nearly 3 years of being based out of the Birmingham Office, 
the Midlands Business continues to go from strength to strength 
with an increasing level of instructions gained from both new 
and existing clients within the region. With the level of capital 
expenditure increasing as the economic outlook for the region 
continues to improve, we anticipate another promising year 
ahead.

Northern Region 
I am looking forward to reinvigorating the 
Capital Allowances offering in the Northern 
Offices. Rather than being based in one 
office in such a large region geographically, 
I will operate from the Edinburgh, 
Manchester, Glasgow and Leeds offices 
in the Northern Region on a weekly 
rotation basis to maintain a presence and 
knowledge in the local markets. 

From July, I will be rolling this new format 
out across the North and will be meeting 
both existing and new clients alike. If you/
your clients are unable to attend any of the 
seminar events listed above, then I would 
be pleased to meet for a personal update.

I bring 13 years experience in delivering 
Property Tax advice to clients in the North 
of England and Scotland, along with 
extensive experience in Land Remediation 
Relief (LRR). 

A success story for the Midlands Business last year involved the work 
undertaken to identify additional capital allowances for a local care home 
owner.

Our client had acquired two large care homes in the West Midlands region in 
October 2012. At the time of sale, capital allowances had been addressed in 
the contract by way of the buyer and seller entering into a CAA 2001 section 
198 election which restricted qualifying assets to £1 for the buyer.

The client agreed for Savills to carry out an overage valuation whereupon 
closer inspection of the accompanying election, it was discovered that only 
qualifying assets identified as ‘integral features’ were subject to the restrictions 
set out in the election. We were therefore able to identify significant, additional 
allowances in respect of qualifying assets which had been previously 
overlooked and were not bound by the elected value in the contract.

The £1.2 million of additional capital allowances identified equated to an 
average recovery rate of 32% of the property purchase price across both care 
homes resulting in a total tax liability saving of circa. £240,000 which was an 
extremely positive outcome for the client.

The Midlands Business will continue to build upon the success achieved to 
date and we are now starting to see a broadening of the client base to include 
national retailers, automotive and healthcare related clients.

Case Study – Regional Care Home Owner

We are seeing an upsurge in the number of capital allowances 
related enquiries by clients and local intermediaries requiring their 
capital allowances affairs to be addressed and the correct advice 
sought prior to completion as a direct result of the legislative 
changes introduced in April 2014 affecting second-hand property 
acquisitions.

Contributor - Nav Lalli, Midlands Region

Land Remediation Relief
LRR is a tax relief that is increasingly 
valuable in the current climate as 
construction activity increases and many 
developers are driven towards brownfield 
sites. Unlike Capital Allowances, LRR 
is also available to property traders and 
residential developers.

The common misconception that this is 
a simple tax relief has, in my experience, 
resulted in claims being missed or 

significantly under claimed. Over the last 
13 years, I have consistently found that 
claims can be uplifted by over 100%. This 
can be due to a number of factors. Some 
simple items can be readily identified in 
contractor’s valuations, however there 
are number of claimable costs that will be 
rolled into overall costs that are frequently 
omitted. A forensic review of the site 
investigation reports and final account/
valuations is necessary to prepare a 
thorough claim.

Land Remediation Relief can provide 
a cash benefit of 10% of expenditure 
incurred or generate a tax credit of 24%. 
The tax credit option has proven to be a 
real attention grabber for clients during the 
economic downturn and remains so with 
property companies who have significant 
finance losses.

Contributor – David McCreadie, Northern 
Region
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Capital Allowances Consultancy - Our National Framework

London & South East

Neil Farquhar

National Director 
Head of Department 
nfarquhar@savills.com 
+44 (0) 20 7409 8968

Terence	Tan

Director 
ttan@savills.com 
+44 (0) 20 7409 8904

Kamala Singh

Associate 
ksingh@savills.com 
+44 (0) 20 7877 4576

Michael Brownsdon

Associate 
mbrownsdon@savills.com 
+44 (0) 20 7409 9952

South West

Neil Farquhar

National Director 
Head of Department 
nfarquhar@savills.com 
+44 (0) 20 7409 8968

Eastern

Kamala Singh

Associate 
ksingh@savills.com 
+44 (0) 20 7877 4576

Midlands

Nav Lalli

Associate 
nlalli@savills.com 
+44 (0) 121 634 8457

Northern

David McCreadie

Director 
dmccreadie@savills.com 
+44 (0) 20 7409 9988

Manchester

Edinburgh

Glasgow

Leeds

Birmingham

BristolCardiff London

Cambridge

Southampton

West	End	Office
33 Margaret Street
London
W1G 0JD

City	Office
25 Finsbury Circus
London
EC2M 7EE

Cambridge	Office
Unex House
132-134 Hills 
Road
Cambridge
CB2 8PA

Bristol	Office
Embassy House
Queens Avenue
Bristol
BS8 1SB

Edinburgh	Office
Wemyss House
8 Wemyss Place 
Edinburgh 
EH3 6DH 

Glasgow	Office
163 West George 
Street 
Glasgow 
G2 2JJ

Cardiff	Office
12 Windsor Place
Cardiff
CF10 3BY

Birmingham 
Office
Innovation Court
121 Edmund 
Street
Birmingham
B3 BHJ

Manchester 
Office
Belvedere
12 Booth Street
Manchester
M2 4AW

Leeds	Office
City Point
29 King  Street
Leeds
LS1 2HL

Southampton 
Office
2 Charlotte Place 
Southampton 
SO14 0TB


