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1. Executive summary 

1.1 We welcome the chance to comment on HM Treasury’s review of capital allowances ahead of the 
Budget later this year.  

1.2 In summary, our key points are as follows: 

• Certainty is key for businesses when making investment decisions. Whatever changes are 
made to the capital allowances regime, they should be made with long-term stability in 
mind, to allow for businesses to plan their future capital expenditure secure in the 
knowledge that there will be limited or no short-term future changes.  

• Certain types of business have previously not been eligible for certain capital allowances 
deductions (such as non-corporates not being eligible for the super-deduction, or trusts 
and mixed partnerships not being eligible for the Annual Investment Allowance). Where it 
is possible, the government should seek to provide equal capital allowances treatment for 
all types of business.  

• Whatever changes are made, they should not be made in isolation but should be made to 
support the government’s policy objectives, where possible. The government should 
consider what businesses they primarily wish to help, as some of the given options favour 
certain types and sizes of business over others.  

1.3 Section 2 below makes some general comments on the proposals, and section 3 covers our 
responses to the specific questions raised in the consultation document. 

1.4 We would be happy to discuss the points raised here in further detail.  If you have any questions, 
or would like any further information, please contact: Robert Langston, National Tax Partner, on 
0207 841 4129 or email robert.langston@saffery.com or Alison Hobbs, Director, National Tax, on 
0207 841 4016 or email alison.hobbs@saffery.com . 

2. General points 

2.1 Capital allowances are an important way in which the government can encourage businesses to 
invest in capital assets. We therefore welcome the government’s plan to review the current capital 
allowances regime to ensure it is providing the correct support for businesses today.  

2.2 First and foremost, we would encourage the government to prioritise certainty. Businesses look 
years ahead to plan their investment decisions, but recent capital allowances policymaking has 
been very focused on short term changes, such as the varying levels of the Annual Investment 
Allowance (AIA) and the new temporary super-deduction. These changes, while welcome in the 
short term, can create unneeded complexity and uncertainty among businesses over what 
allowances will be in place when it comes time to make their investments. We would therefore 
recommend that the government’s plan be made with long term stability in mind.  

2.3 We also believe that it is important for the government to consider all types of businesses when 
making capital allowances policy. The government’s stated aim, when introducing the super-
deduction, was to stimulate business investment, and we understand from some of our clients that 
this was indeed effective in encouraging them to invest in capital and facilities. However, only 
companies were eligible to claim, leaving other types of business such as sole traders and 
partnerships unable to benefit. If the government’s aim was to increase business investment, we 
believe that this should be facilitated as broadly as possible, to all types of business.  
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2.4 To give another example, the AIA cannot be claimed by trusts or mixed partnerships (including 
partnerships which have a trust as a member). We acknowledge that the government’s reasoning 
for this was to avoid abuse of the AIA deduction and to avoid overly complex tax rules, but it may 
be worth reconsidering if these rules could be introduced to allow trusts and mixed partnerships to 
benefit.  

2.5 It is also important that, whatever changes the government decides to make to capital allowances, 
it considers how these changes will support their wider policy objectives. While increasing the 
allowances can be expected to boost business investment, there is other behaviour the government 
may wish to encourage - for example, increased allowances on energy-saving equipment may 
support the government’s climate change policies by encouraging investment in green technology.  

3. Specific consultation questions 

3.1 Option one - Increasing the permanent level of the Annual Investment Allowance (AIA) 

3.1.1 This option would be relatively easy to introduce. Businesses are already familiar with the AIA, and 
it provides a simple, easy to understand way to obtain relief on capital expenditure. For many 
businesses that do not exceed the level of the AIA, it is particularly simple– all relief they obtain can 
be given in the year of acquisition, with no need to track capital allowances pools going forward.  

3.1.2 However, as mentioned above, it is important to introduce certainty in relation to the AIA. Since its 
introduction in 2008, it has gone through a number of permanent and temporary changes, from a 
low of £25,000 to a high of £1m. While increasing the generosity of the relief is welcome, we would 
recommend that the government looks to identify a level of AIA that would provide maximum relief 
for a majority of UK businesses, and then permanently set that rate. This would give businesses 
certainty over what reliefs will be available at the time they make future investment decisions, 
which will allow them to plan in a way that suits their business’s growth needs instead of rushing 
to invest before the AIA limit decreases. 

3.1.3 Any increase in the permanent level of AIA should be accompanied by an extension to all 
businesses. 

3.2 Option two - increasing the rates of Writing Down Allowances (WDA) for main and special rate 
assets from 18% and 6% to 20% and 8% 

3.2.1 This would be a positive move, which will go some way to offset the effect of the increase in 
corporation tax from 1 April 2023. However, we note that these rate increases will still leave the 
main rate below the 25% WDA rate that applied pre 1 April 2008, and the special rate below the 
10% rate that originally applied to the special rate pool.  

3.3 Option three - introducing general First-Year Allowances (FYAs) for qualifying expenditure on 
plant and machinery 

3.3.1 Before the introduction of the AIA, FYAs existed in the UK capital allowances regime. It is unclear 
from the consultation document, therefore, how these new FYAs would be expected to interact 
with the AIA, or whether they are intended to replace the AIA, and if so, at what rate. 

3.3.2 We do not believe it would be a good idea to replace the AIA with FYAs. As mentioned above, the 
AIA regime is simpler for businesses to understand – taking the full tax deduction for qualifying 
expenditure in the first year, rather than a FYA followed by WDA on the reducing balance that has 
to be recorded and calculated on a yearly basis.  
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3.3.3 However, if FYAs are to be introduced alongside the AIA, then this would primarily be of benefit to 
larger businesses with high amounts of capital expenditure that exceeds the AIA. 

3.4 Option four - introducing an additional FYA 

3.4.1 As stated in the consultation document, assets on which an AIA claim have been made would not 
be eligible for the additional FYA. While it is not clear from the consultation document, we would 
hope that businesses with capital expenditure below the AIA limit would be able to choose to claim 
additional FYAs in preference to AIA.  

3.4.2 As this option would allow for an additional deduction in excess of the cost of the assets, we would 
expect this to be a fairly popular option among businesses. However, as it will require more record 
keeping than the AIA – and is likely to be subject to clawback rules if the assets are disposed of – 
the design of the system will be important in encouraging people to make the most of the additional 
FYA.  

3.5 Option five - introducing permanent full expensing.  

3.5.1 This option has the benefit of being the easiest to implement, and would give immediate clarity to 
all (assuming it is extended to all businesses and not just those who pay corporation tax).  

3.5.2 However, as the consultation document already points out, full expensing would be hugely 
expensive. The primary beneficiaries of this option would be the very largest businesses, who 
regularly have annual capital expenditure in excess of the AIA. For the vast majority of UK 
businesses, there will be little to no impact. 

4. About Saffery Champness 

4.1 Saffery Champness is the 15th largest UK accountancy firm by fee income. We presently have more 
than 80 UK partners and over 700 staff in nine offices in the UK and further offices in Guernsey, 
Geneva, Zurich, Dublin and Dubai.  

4.2 We are a firm with a deliberate focus; we do not try to be all things to all people. Instead we choose 
to specialise in specific sectors and areas of business where we have real in-depth expertise and 
experience. These include not-for-profit, private wealth, landed estates and rural businesses, 
professional and consultancy businesses, entrepreneurs, sports and entertainment, international, 
and real estate.  

 


