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KEY POINTS  

What is the issue?

Following a consultation period, what did the 

Office of Tax Simplification decide was the 

way forward with the capital allowances 

regime.

 

Who does it affect?

Those with current and potential capital 

allowances claims and those with existing 

capital allowances pools.

What does it mean for you?

For the meantime, there is no change to the 

capital allowances regime, so status quo. 

How can I apply this to me?

Keep up to date with changes to the 

capital allowances regime by signing up 

for our newsletter. 

The Office Of Tax 

Simplification

Following up on one of the Office of Tax 

Simplification (OTS) recommendations back 

in July 2017, to review the capital allowances 

regime, the OTS issued a consultation 

document back in October 2017.  In our April 

newsletter, we discussed the implications of 

this document, the article can be read by 

clicking here.  

So, on the 15th June the OTS released their 

publication in response to this consultation. 

This paper outlined the main points after 

consultation and what are the key 

consequences.

http://www.cavettaconsulting.co.uk
http://cavettaconsulting.co.uk/wp-content/uploads/2018/03/Simpification-Article.pdf
http://cavettaconsulting.co.uk/wp-content/uploads/2018/03/Simpification-Article.pdf


                                www.cavettaconsulting.co.uk

�

�2

THE CONSULTATION RESULTS 

The Capital Allowances consultation review by 

the Office of Tax Simplification was published 

on the 15th June.  The OTS had been tasked 

with reviewing the existing system which was 

seen to be over complicated, with around only 

30,000 businesses claiming allowances above 

the Annual Investment Allowances of £200,000.  

Its 88 pages concluded that whilst replacing 

capital allowances with accounts depreciation 

would be the preferred option, the benefits it 

would offer would not be worth the disruption it 

would bring.  Their focus appears to be 

removing the burden of tax reporting from the 

98% of UK business which are currently 

incurring qualifying expenditure  less than the 

£200,000.

The OTS also recognised that HM Treasury 

would lose the ability to enact policy via the tax 

system and the tax take would be 

determined by accounting policy issued by 

accounting bodies.  Instead, the report 

makes some n recommendations for 

simplification to the existing which it is up to 

the Treasury to implement if it wishes.

However, we believe that this review has 
not made the structure of the CA regime  
any less complex or simpler.  The report 
recommends a further review into the 
current capital allowances system, with a 
view to:-

1. Widening the scope of the Annual 
Investment Allowance (AIA)
In instead of claiming the AIA against 
plant and machinery assets, it is 
proposed that tax payers could offset 
the AIA (currently set at £200,000) 
against all assets acquired by them for 
their business. However, this would 
exclude land and residential dwellings.

2. Widening the scope of capital 
allowances generally
The report also proposed extending the 
scope of by creating a new pool football 
assets used by a business this would 
include assets currently not benefiting from 
any capital allowances and tax savings. 

In reflection, the OTS offered its view on the 

process of transferring capital allowances on 

the transfer of second hand properties via the 

“Section 198” election process.  Their view of 

this process, which was changed in April 2014, 

is that it is now working as intended. So would 

appear that this system is not going to be 

changed in the near future, despite the 

complicated restriction checks that can be 

required and scenarios where it is impossible to 

satisfy the pooling requirements.

	 	 	 	 


http://www.cavettaconsulting.co.uk
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SUMMARY

In the past the OTS has looked at simplifying the capital allowances regime, however this time it seems that 

they have ruled out the accounts depreciation option.  With the current economic climate and Brexit on the 

horizon, there doesn’t appear to any appetite for significant change.

in our opinion, many business fail to maximise their capital allowances claims for many reasons, including 

the complexity.  So the recommendations and other improvements noted in the OTS July 2017 review of 

Corporation Tax offer assistance to operate a simpler and more cost effective capital allowances regime.

Key Contacts 

Scotland (East) 

Lois Stirling 

0131 610 0056 

lois.stirling@cavettaconsulting.com 

Scotland (West) 

Alan Cadden 

0141 432 0056 

alan.cadden@cavettaconsulting.com

This briefing is intended to provide an introductory outline to certain aspects of the UK Capital Allowances regime. It should not be used 

instead of obtaining proper professional advice.  The outline is for guidance only and is not an appropriate basis for decision-making.

ABOUT US

At Ċavetta Consulting our directors have considerable 

experience advising businesses, property investors, 

landlords and occupiers on all capital allowances 

implications that impact their business. 

Our fee structure is tailored to take account of the tax status 

of the individual or business and is designed to add value to 

your business.  

We offer free advice to businesses at the pre-planning stage 

of their business to make them aware of the benefits the tax 

system allows and a no obligation review of completed or 

potential schemes in order to determine whether a viable 

claim for property.

© ĆAVETTA CONSULTING LIMITED 2018

mailto:lois.stirling@cavettaconsulting.com
mailto:alan.cadden@cavettaconsulting.com
http://www.cavettaconsulting.co.uk
mailto:lois.stirling@cavettaconsulting.com
mailto:alan.cadden@cavettaconsulting.com

