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Autumn Statement - November 2022

The leaves may be falling but taxes are not...

Faced with the unpalatable challenge of shoring up the UK’s economy after the successive impacts of Covid, Russia
and the Truss / Kwarteng ‘mini budget’, Jeremy Hunt stood at the dispatch box on Thursday 17 November and
presented a plan to balance stability, growth and public spending. Despite describing a grim outlook for the
remainder of this parliament, there were no big surprises this time round.

The drip-release to the media of potential courses of action (intentional or otherwise) in the weeks leading up to
the day meant that very little new information was presented by Mr Hunt but, as a result, there were no ‘shocks’
to Sterling or the stock markets.

Fiscal drag was a predominant factor of Mr Hunt’s sums. With inflation currently at its highest rate for over 40
years and a corresponding anticipation of wage growth, Income Tax and NIC receipts (the top two sources of UK
Government receipts, together accounting for over 40% of the total) are set to grow as a result of the static tax
allowances and limits; more people will pay tax and more will pay higher and additional rate tax. VAT remains un-
changed but again inflation brings a larger quantum of VAT.

The ‘are they or aren’t they’ Corporation Tax rate rise is back on, set to significantly increase the tax receipts
derived from the fourth largest source of tax, whilst the Capital Gains Tax annual exemption will fall in the next
two tax years, resulting in more gains being taxed.

Inheritance Tax rates, allowances and thresholds are untouched; yet more fiscal drag as the estates of more people
are inflated to exceed the limits as each year passes.

The statement was silent on some of the less front-line elements of taxation (Business Property Relief, Agricultural
Property Relief and Business Asset Disposal Relief, to name but a few).

Where and what to do next?

When the Wealth Tax Commission produced its report in December 2020 (“A wealth tax for the UK”), the
Conservative Government decided not to follow the report’s recommendation, following its introduction.
However, the signs are visible that a Labour Government might be keen to re-visit this subject.

Dividends may no longer be automatically the cheapest means of remuneration. The combination of the
Corporation Tax rate and the increased tax rates applicable to dividends result in some situations where a bonus
or salary may be more tax efficient.

Research and Development remains a lucrative tax relief, where qualifying R&D is being undertaken by a company,
despite the reductions in this Autumn Statement. However, HMRC is becoming increasingly aware of how
‘creative’ some companies are being and reprisals will be inevitable.

For information of users: This material is published for the information of clients. It provides only an overview of the regulations in force at the date of
publication, and no action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for loss
occasioned by any person acting or refraining from action as a result of the material can be accepted by the authors or the firm.




What does it all mean and where next?

If we turn to that slightly more respected profession of ‘turf accountants’ you will see the odds for a Labour
Government are now ‘evens’.

Turn back 25 years when Tony Blair was knocking on the door of No.10 and most families were giving away
assets at a rate of knots.

If ever there was a time to get your house in order, it is now.

30 second summary

Income Tax . Additional rate tax band threshold reduces to £125,140 from April 2023
. No change to other tax thresholds or tax allowances until April 2028
. No change to tax rates

e  Dividend Allowance to drop to £1,000 in April 2023 (£500 in April 2024)

National Insurance . The 1.25% increase to NIC in April 2022 has been reversed mid-year.
. The 1.25% Health and Social Care Levy from April 2023 has been cancelled
. No change to NIC thresholds until April 2028

Corporation Tax . Headline tax rate increases to 25% from April 2023
. Companies with profits under £50,000 taxed at an effective rate of 19%
. Profits between £50,000 and £250,000 taxed at a marginal rate of 26.5%

Capital . AlA to stay at £] million

Allowances . 130% super deduction to remain until 31 March 2023 as planned

Capital Gains Tax . Annual Exemption to drop to £6,000 in April 2023 and £3,000 in April 2024
Inheritance Tax . No changes

VAT . No changes

SDLT . No changes

The detail behind the above summary can be found below.
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The detail...

l. Income Tax

I.I Income Tax rates

The Government had previously announced that there would be a cut in the basic rate of Income Tax, from 20%
to 19%, from April 2024. This was to be accelerated so that it took effect from April 2023. However, whilst the
Government aims to proceed with the cut in due course, this will only take place when economic conditions allow
and a change is affordable. The basic rate of Income Tax will therefore remain at 20% indefinitely.

At the Mini Budget on 23 September 2022, the Government announced a plan to abolish the 45% additional rate of
Income Tax from April 2023. It was announced on 3 October 2022 that the Government would not proceed with
this plan.

The additional rate for non-savings and non-dividend income will apply to taxpayers in England, Wales, and
Northern Ireland. The additional rate for savings and dividend income will apply to the whole of the UK.

From 6 April 2023, the point at which individuals pay the additional rate will be lowered from £150,000 to
£125,140.

1.2 Income Tax allowances

The Income Tax personal allowance and higher rate threshold were already fixed at their current levels until April
2026 and will now be maintained for an additional two years until April 2028. They will be £12,570 and £50,270
respectively.

The Government will uprate the Married Couple’s Allowance and Blind Person’s allowance by inflation for
2023/24.

1.3 Dividends

The Government has also confirmed that, from April 2023, the rates of taxation on dividend income will remain as
follows:

. the dividend ordinary rate - 8.75%
. the dividend upper rate - 33.75%
. the dividend additional rate - 39.35%

As Corporation Tax due on directors’ overdrawn loan accounts is paid at the dividend upper rate, this will also
remain at 33.75%.

In addition, the Government will reduce the Dividend Allowance from £2,000 to £1,000 from April 2023 and to
£500 from April 2024.
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2. National Insurance contributions

In September 2021 the Government published its proposals for new investment in health and social care in
England. The proposals were intended to lead to a permanent increase in spending not only in England but also by
the devolved Governments. To fund the investment, the Government introduced a UK-wide 1.25% Health and
Social Care Levy based on the National Insurance contributions (NICs) system but ring fenced for health and social
care.

The Health and Social Care Levy Act provided for a temporary 1.25% increase to both the main and additional
rates of Class I, Class |A, Class IB and Class 4 NICs for 2022/23. From April 2023 onwards, the NIC rates were
intended to revert back to 2021/22 levels and be replaced by a new 1.25% Health and Social Care Levy.

However, the Government has:

. reversed the temporary increase in NICs and
. cancelled the Health and Social Care Levy completely.

2.1 Employees and employers
The changes took effect for payments of earnings made on or after 6 November 2022, so:

. primary Class | NICs (employees) generally reduced from 13.25% to 12% and 3.25% to 2% and
. secondary Class | NICs (employers) reduced from 15.05% to 13.8%.

The effect on Class | A (payable by employers on taxable benefits in kind) and Class |1B (payable by employers on
PAYE Settlement Agreements) NICs will effectively be averaged over the 2022/23 tax year, so that the rate will
generally be 14.53%.

2.2 Self-employed

Following the principle detailed above, the changes to Class 4 NICs will again be averaged across 2022/23, so that
the rates will be 9.73% and 2.73%.

2.3 NICs thresholds

A similar principle to that outlined above for Income Tax thresholds will be followed in respect of the NIC upper
earnings limit and upper profits limit. From July 2022, the NIC primary threshold and lower profits limit were
increased to align with the personal allowance and will be maintained at this level from April 2023 until April 2028.
The Class 2 lower profits threshold will also be fixed from April 2023 until April 2028 to align with the lower
profits limit. They will again be £12,570 and £50,270 as appropriate.

In addition, the Government will fix the lower earnings limit and the small profits threshold at 2022/23 levels in
2023/24, namely £6,396 and £6,725 per annum respectively.

The Government will uprate the Class 2 and Class 3 NICs rates for 2023/24 to £3.45 per week and £17.45
respectively.

Finally, the Government will fix the level at which employers start to pay Class | NIC for their employees at
£9,100 from April 2023 until April 2028.
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3. Corporation Tax rates

It had previously been announced that the expected increase in the rate of Corporation Tax for many companies,
from April 2023 to 25% would not go ahead. However the Government announced on 14 October 2022 that this
increase will now proceed and this has been confirmed.

This means that, from April 2023, the rate will increase to 25% for companies with profits over £250,000. The 19%
rate will become a small profits rate payable by companies with profits of £50,000 or less. Companies with profits
between £50,001 and £250,000 will pay tax at the main rate reduced by a marginal relief, providing a gradual
increase in the effective Corporation Tax rate.

In addition:

. bank Corporation Tax Surcharge changes will proceed meaning that, from April 2023, banks will be charged
an additional 3% rate on their profits above £100 million and

. from April 2023 the rate of Diverted Profits Tax will increase from 25% to 31%.

4. Capital Allowances

The Annual Investment Allowance (AlA) gives a 100% write-off on certain types of plant and machinery up to
certain financial limits per 12-month period. The limit has been £1 million for some time but was scheduled to
reduce to £200,000 from April 2023. The Government has announced that the temporary £1 million level of the
AIA will become permanent and the proposed reduction will not occur-.

Up to 31 March 2023, companies investing in qualifying new plant and machinery are able to benefit from Capital
Allowances, generally referred to as ‘super-deductions’. These reliefs are not available for unincorporated

businesses.

The Government will also extend the 100% First Year Allowance for electric vehicle charge points to 31 March
2025 for Corporation Tax purposes and 5 April 2025 for Income Tax purposes.

5. Capital gains

The Government has announced that the Capital Gains Tax Annual Exemption will be reduced from £12,300 to
£6,000 from April 2023 and to £3,000 from April 2024.

6. Inheritance Tax
The Inheritance Tax Nil-rate band is already set at current levels until April 2026 and will stay fixed for a further

two years until April 2028. The Nil-rate band will continue at £325,000, the Residence Nil-rate band will continue
at £175,000 and the Residence Nil-rate band taper will continue to start at £2 million.

7. VAT

The VAT registration and deregistration thresholds will not change for a further period of two years from | April
2024, staying at £85,000 and £83,000 respectively.
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8. Stamp Duty Land Tax

A number of changes were made to the Stamp Duty Land Tax (SDLT) regime earlier this year and these remain.
Generally, the changes increase the amount that a purchaser can pay for residential property before they become
liable for SDLT.

The Residential Nil rate tax threshold increased from £125,000 to £250,000.

The Nil rate threshold for First Time Buyers’ Relief increased from £300,000 to £425,000 and the maximum
amount that an individual can pay while remaining eligible for First Time Buyers’ Relief increased to £625,000.

The changes apply to transactions with effective dates on and after 23 September 2022 in England and Northern
Ireland. These changes do not apply to Scotland or Wales which operate their own land transactions taxes.

There are no changes in relation to purchases of non-residential property.

Residential Rate Non-residential Rate
band £ % band £ %
0 - 250,000 0 0 - 150,000

250,001 - 925,000 5 150,001 - 250,000

925,001 - 1,500,000 10 Over 250,000 5
Over 1,500,000 12

Higher rates may be payable where further residential properties are acquired.
9. Vehicles

The Government will set the rates for the taxation of company car benefits until April 2028 to provide long-term
certainty for taxpayers and industry. Rates will continue to incentivise the take up of electric vehicles.

In addition, from 6 April 2023, car and van fuel benefits and the van benefit charge will increase in line with
inflation.

From April 2025, electric cars, vans and motorcycles will begin to pay Vehicle Excise Duty.
10. Research and Development
For expenditure on or after | April 2023, the Research and Development Expenditure Credit (RDEC) rate will

increase from 13% to 20% but the small and medium-sized enterprises (SME) additional deduction will decrease
from 130% to 86% and the SME credit rate will decrease from 14.5% to 10%.
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1. Other areas

IlI.1 Land Transaction Tax

The Welsh Government also altered its rates in relation to land and buildings in Wales for transactions with an
effective date on or after 10 October 2022.

Residential Rate Non-residential Rate
band £ % band £ %
0 - 225,000 0 0 - 225,000 0
225,001 - 400,000 6 225,001 - 250,000 I
400,001 - 750,000 7.5 250,001 - 1,000,000 5
750,001 - 1,500,000 10 Over 1,000,000 6
Over 1,500,000 12

Higher rates may be payable where further residential properties are acquired.
11.2 Seed Enterprise Investment Scheme

From April 2023, companies will be able to raise up to £250,000 of Seed Enterprise Investment Scheme (SEIS)
investment, a two-thirds increase. To enable more companies to use SEIS, the gross asset limit will be increased to
£350,000 and the time limit from two to three years. To support these increases, the annual investor limit will be
doubled to £200,000.

11.3 Company Share Option Plan

From April 2023, qualifying companies will be able to issue up to £60,000 of Company Share Option Plan (CSOP)
options to employees, twice the current £30,000 limit. The ‘worth having’ restriction on share classes within CSOP
will be eased, better aligning the scheme rules with the rules in the Enterprise Management Incentive Scheme and
widening access to CSOP for growth companies.

11.4 Energy

The Autumn Statement sets out reforms to ensure businesses in the energy sector which are making extraordinary
profits contribute more. From | January 2023, the Energy Profits Levy will be increased to 35% and extended to
the end of March 2028 and a new, temporary 45% Electricity Generator Levy will be applied on the extraordinary
returns being made by electricity generators.

The Energy Price Guarantee (EPG) will be maintained through the winter, limiting typical energy bills to £2,500 per
year. From April 2023 the EPG will rise to £3,000.

The Government is also setting a national ambition to reduce energy consumption by 5% by 2030, delivered
through public and private investment and a range of cost-free and low-cost steps to reduce energy demand.
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1.5 National Living Wage and National Minimum Wage uprating

The Government will increase the National Living Wage (NLW) and National Minimum Wage from | April 2023 as
follows:

. the rate for 23 year olds and over to £10.42 an hour
o the rate for 21-22 year olds to £10.18 an hour

o the rate for 18-20 year olds to £7.49 an hour

. the rate for 16-17 year olds to £5.28 an hour and

. the apprentice rate to £5.28 an hour

11.6 Cost of living payments

The Government will provide households on means-tested benefits with an additional £900 cost of living payment
in 2023/24. Pensioner households will receive an additional £300 and individuals on disability benefits will receive an
additional £150.

11.7 Uprating of benefits

The Government will increase benefits in line with inflation, including the state pension. The standard minimum
income guarantee in pension credit will also increase in line with inflation from April 2023.

11.8 Raising the benefit cap

The benefit cap will be raised in line with inflation so that more households will see their payments increase as a
result of uprating from April 2023. The cap will be raised from £20,000 to £22,020 for families nationally and from
£23,000 to £25,323 in Greater London. For single adults, it will be raised from £13,400 to £14,753 nationally and
from £15,410 to £16,967 in Greater London.

11.9 In-work conditionality for Universal Credit claimants

The Government will bring forward the nationwide rollout of the In-Work Progression Offer, starting with a
phased rollout from September 2023, to support individuals on Universal Credit (UC) and in work to increase
their earnings and move off benefits entirely. This will mean that over 600,000 claimants on UC, whose household
income is typically between the equivalent of |5 and 35 hours a week at the NLWV, will be required to meet with a
dedicated work coach in a Jobcentre Plus to increase their hours or earnings.
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