
 

 

Design and Build Contracts and Tax Allowances     S eptember 2008  

 
The identification of claimable 
plant and machinery allowances 
within construction projects 
relies upon knowledge of current 
construction technology and also 
a comprehensive cost breakdown 
of the works that can be analysed 
by specialists. The reason being, 
the need to justify the values and 
support them in negotiation with 
HM Revenue & Customs and the 
Valuation Office with a visible 
audit trail back to the basic 
supply and installation costs . 

 

The problem with design and build 

contracts centre around the detail the 

contractor supplies in relation to the 

Contract Sum Analysis; the schedule 

of costs, which forms the contract 

sum for the works. This breakdown 

can be just a short list of single lump 

sum values, one for each element of 

the building. 

 

The Capital Allowances surveyor will 

need to see much more detail, even 

to the extent of the cost of individual 

fittings, such as boilers, fan coil units, 

lights and the like in order to analyse 

the costs into the necessary 

categories for integral features, 

general plant and machinery or  

Enhanced Capital Allowances (the 

energy and water saving equipment  

 

 

for which 100% first year allowances 

apply). Elements of the works may 

also qualify for land remediation relief 

at 150%.These allowances are 

valuable and it is important to be able 

maximise the claimable values which 

can result in a significant proportion of  

the costs being reclaimable as tax 

relief. 

 

 
 
The issue  

 

What can be done to ensure the 

relevant costs are obtained will 

depend on the stage at which tax 

allowances are considered. 

 
Consideration prior to 
contract  

 

In this instance there is scope to 

dictate how the contract sum analysis 

is broken down and a breakdown 

along the lines of claimable items for 

certain elements would be of  

significant assistance. There may also 

be an opportunity to look at design 

 

issues and documentation which 

might be helpful in negotiation with 

HM Revenue & Customs. 

 

At this stage it is also useful and 

essential for Enhanced Capital 

Allowances to have a clause in the 

employer’s requirements dictating that 

the contractor and any of his sub- 

contractors or suppliers, must provide 

all necessary breakdown information 

required by the employer for use in 

relation to any claim for tax 

allowances. It may also be beneficial  

to seek to obligate the contractor to 

use plant and machinery on the 

Enhanced Capital Allowances list in 

order to maximise the claim value in 

this area. 

 

Armed with this assistance it should 

be possible for the practitioner to 

obtain and analyse the relevant costs 

into the claimable categories and 

maximise the values of any 

allowances.  
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Consideration during the 
contact period  
 

Where no such measures have been 

put in place there may be scope to 

request such information during the 

contract period. At this point, the 

parties are still engaged and the 

generally an element of incentive for 

the contractor providing assistance in 

these matters.  

 

 
 

There should be no particular issue 

from the contractor’s point of view, 

although some are resistant to 

supplying base costs as they can 

worry about disclosing profit margins. 

They may also seek to charge for 

additional time spent, although the 

information should be readily 

available as it will have been required 

for the sub-contract tendering 

process. The issue being that all 

changes to a design and build 

contract during the contract period 

can become reasons for additional 

payment to the contractor. 

This makes the identification of the 

relevant items more of a challenge. If 

information is provided in detail you 

will be in a similar position to that 

above. Practitioners, generally being 

qualified surveyors, will also know the 

information required, the relevant 

professionals involved and how to 

extract as much as possible from 

them. 

 

 

 

 

If the contractor, however, is not co-

operative in any way you could be in 

the same position described in the 

last paragraph of the final scenario 

below.  

 
Consideration after 
completion of the project  

 

On completion of the project the 

contractor will have discharged his 

obligations under the contract and 

more pertinently, is likely to have 

moved on to other projects with other 

clients. 

 

The issue then becomes one of 

engaging his interest in your 

requirements when he no longer has 

any contractual or financial obligation 

to assist you. In our experience some 

contractors are still happy to help, 

particularly where requested to do so 

by practitioners working in wider 

construction consultancy practices, 

who may be engaging with them on 

other projects now and in the future. 

In the worse case scenario the 

contractor may refuse to provide 

anything more than the values 

provided in the original contract sum 

analysis and final account. Should 

this be the case it is still possible to 

produce a breakdown that HM 

Revenue & Customs and the 

Valuation Office will find acceptable. It 

will be reliant on the experienced 

practitioner, being a qualified surveyor 

by background as mentioned above, 

to review the specification, visit the 

site and identify and value the plant 

and machinery in the building. He will 

obtain relevant operation and 

maintenance manual documentation 

and evaluate a reasonable 

breakdown of the relevant costs from 

his knowledge and experience of 

similar properties. He may also still be 

able to identify the Enhanced Capital 

Allowances in some instances and 

obtain supplier costs that can be used 

to claim these allowances.   

 

For further information or to  

discuss any of the above in more 

details please contact us on  

0800 52 62 62 or email 

help-online@davislangdon.com. 


