
28 Healthcare Business 

Developing tax saving opportunities on the acquisition,
construction and refurbishment of healthcare property

� Working closely with our clients and their
accountants to implement cost effective
solutions to claim capital allowances

� Delivering a positive gain for the client in
the first year of claiming

� Contact Ian Sutton to discuss us preparing
one of our initial report and proposals at no
obligation

Telephone 01905 758 024 
or email info@suttons-ca.com
www.suttons-ca.com

As the dust settles on the June
Budget, nobody can be in any
doubt that business and person -

al finances will be under strain in the
near future. In the care sector, the
press ures are inexorably building as the
national minimum wage rises once
more from October (to £5.93 for the
standard rate), followed by the VAT
increase to 20 per cent from early
January. The National Insurance
changes applying from next April are
much more complex, with alterations
to num  erous thresholds and limits,
some of which will not be announced
until this autumn. We do know,
though, that National Insurance rates
are rising by one per cent from April.
Those pay ing care home fees,
meanwhile, will be watching their own
costs and seeking to save money in
whatever way they can.

If the pressures are building from
all directions, where is the safety
valve? Different businesses will look at
a range of measures to survive these
difficult times, all hoping that the
bitter economic medicine will bring
the UK quickly back into good
health. For many businesses, one

such measure will surely involve capital

allowance claims, where there are still
many undiscovered opportunities to
gain substantial tax reductions, and
even refunds. Perhaps seen in the past
as the icing on the cake, such
opportunities will surely now represent
for some the difference between
staying afloat or going under. The
Budget left these allowances intact,
though the standard rate of relief is to
fall from 20 to 18 per cent from April
2012, with a corresponding cut from
10 to just 8 per cent in the rate for
those property fixtures classified as
“integral features”. On the same date,
the amount of the annual investment
allowance, which doubled to £100,000
from April this year, will fall to just
£25,000. The combined effect of these
changes is to slow down the rate of
future tax relief on plant or machinery.

We have covered some of the
ground on this topic with a series of
articles in this journal over the past year
or so. In essence, though, anyone who
has bought a care home, or incurred
expenditure on significant improve -
ments, should expect to gain tax relief
on a substantial proportion of the ex -
penditure. Many businesses are assured
by their accountants that all claims
have been properly made, or that any
claim here will result in a larger capital
gains tax bill down the line. Others are
told that any allowances claimed are
no more than a cash flow exercise. Yet
another theory is that the value of any
claim will be low if the property is old.
All of these are usually wrong, for a
variety of different technical reasons. 

How, though, can a business tell
whether there are genuinely potential
tax savings to be had? The best way
really is to discuss it with someone who

actually deals with these claims on a
regular basis and who has a genuine
understanding of the care home sector.
Nevertheless, there is no harm in taking
a private initial look at the claims that
have been made (or not made), and
most owners will be able to gain at
least an idea of whether a further claim
is possible. Ideally, you need to start
with all relevant accounts, copies of
your business tax computations, and a
cool, damp towel. Here are some key
indicators to consider in relation to any
care home purchase in the not-too-
distant past:
1. What allowances were claimed for

the year in which the property was
bought? Look at the accounts and
see how the purchase was split
between “additions to property”
and “fixtures and fittings”. The
capital allowances claim should
include a substantial figure for
additions to plant and machinery in
that year. If that “additions” figure
was less than the whole of the
fixtures and fittings plus 10 per cent
of the property cost, then (as a rule
of thumb) it is likely that an
inadequate claim was made.

2. Were you required to sign a
“fixtures election” and submit it to
the taxman shortly after the
purchase? If so, have a look at the
election. It is only technically valid if
it precisely identified the fixtures on
which allowances were claimed. It
should exclude all moveable
furniture but include all fixed plant,
including heating and hot water
systems, cooling and ventilation
equipment, all kitchen equipment
and units, lifts, alarm systems of all
kinds, all sanitaryware, etc. If you
bought the property since the start
of April 2008, it should clearly
separate the fixtures into two
categories: integral features and
other plant. If any of these points
were incorrectly handled then there
is a high chance that you can make
a further claim.

3. If you bought a home since April
2008 from someone who owned it
from before that month, then you
should certainly have made a

substantial claim for allowances,
covering as an absolute minimum
the value of the whole of the
electrical system and the whole of
the cold water system.

4. If you have bought a home at any
time, and did not sign an election,
how was the capital allowances
figure calculated? If the contract
paperwork divided the
consideration between property
and fixtures and fittings, but the
claim related only to the latter, then
a further claim may well be
appropriate. Even if the legal
documents gave a general
allocation to fixtures, the claim was
almost certainly incorrect unless
there was a formal apportionment
made by someone with
professional property valuation
expertise.

5. Have you incurred substantial
expenditure on building or
renovating a care home? If so,
what information was used to
calculate the capital allowances
claim? Unless the detailed costings
were analysed by a competent
professional (one who was really
familiar with the complex and
rapidly-changing rules and case law
governing what qualifies for tax
breaks) then allowances will almost
certainly have been under-claimed.
All of these can perhaps be

summarised in one golden rule: if you
bought or renovated a property, you
should have saved a considerable
amount of tax by way of capital
allowances. In addition to allowances
for moveable chattels, your capital
allowance claim should have included a
percentage of the cost of the building
itself. If in doubt, there is nothing to be
lost by having a free-of-charge, no-
commitment professional review. If a
further claim can indeed be made, our
professional costs at Suttons are always
less than the first year savings, so you
do gain from the outset. 

Ian Sutton is a director of
Suttons Capital Allowances and
can be contacted on 01905
758024 or email info@suttons-
ca.com.

Ian Sutton of Suttons Capital
Allowances explains how to
identify under-claimed capital
allowances

Light in the gloom


