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Tax analysis: A summary of the key business tax announcements made in the Spring Budget on 

15 March 2023. 

The Chancellor of the Exchequer, Jeremy Hunt, delivered the government’s Spring Budget on 

Wednesday 15 March 2023. 

Following the turmoil of 2022 and the continued cost of living crisis, the government’s hope is that 

Spring Budget 2023 will provide stability and encourage growth by making the UK an attractive 

place to do business and by incentivising employment. While many of the tax-related 

announcements were pre-trailed, there were some genuine surprises such as the total abolition of 

(rather than just increasing) the pensions lifetime allowance and the introduction of full expensing 

capital allowances for main rate assets for three years starting from 1 April 2023. Beyond these 

headline-grabbing announcements, Spring Budget 2023 also: 

• confirmed the Chancellor’s resolve to continue with the 1 April 2023 increase to 25% in the 

main rate of corporation tax (ignoring calls from some members of the Conservative party 

to reverse or at least reduce the increase) 

• mentioned various closed consultations to confirm either that the government has decided 

not to make any changes (for example, the consultation on the proposed reform of the UK’s 

policy on sovereign immunity from direct tax) or that it is still considering responses to 

certain consultations and will publish its response in the coming months (for example, 

the consultation on reform of the VAT treatment of fund management) 

• resurrected the introduction of new investment zones (which, for a period, will benefit from 

the same tax reliefs as apply to freeports), which were first proposed in the ill-fated Growth 

Plan 2022 but not discussed at all in the October 2022 Emergency Statement 

• highlighted areas where the government is exploring the possibility of simplifying tax rules 

or HMRC guidance (for example, the VAT treatment of financial services, reviewing and 

clarifying HMRC’s guidance and forms as they apply to small businesses, simplifying and 

modernising HMRC’s income tax services and considering the expansion of the scope of the 

cash basis scheme to calculate and pay income tax), which is interesting given that the 

Office of Tax Simplification will shortly be abolished by the Spring Finance Bill 2023, and 

• detailed various other tax announcements that require consideration—the key ones are 

outlined in this News Analysis 

Alongside Spring Budget 2023, HM Treasury and HMRC published several other documents 

including policy papers, a collection of consultations, calls for evidence and other documents 

related to tax administration reforms and tax policy development. 

As previously announced, the Spring Finance Bill 2023 (SFB 2023) will be published on Thursday 

23 March 2023. In addition, the government has announced that it will bring forward a further set 

of tax administration and maintenance announcements later in the spring at a Tax Administration 

and Maintenance Day. 

References below to paragraph numbers are to those paragraphs in Spring Budget 2023 (Web), 

being the main Spring Budget document published by HM Treasury (pdf web version). References 

are also made to paragraphs in the Overview of Tax Legislation and Rates (OOTLAR) published 

alongside the main Budget document and, where applicable, to tax information and impact notes 

(TIINs), also known as policy papers. 

For the key Private Client announcements, see News Analysis: Spring Budget 2023—Private Client 

analysis. 

https://www.gov.uk/government/consultations/sovereign-immunity-from-direct-taxation-consultation-on-policy-design
https://www.gov.uk/government/consultations/vat-treatment-of-fund-management-consultation
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=REFPTID&refpt=CITEID_1304810&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=REFPTID&refpt=CITEID_1304810&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4398887&service=DOC-ID&origdpsi=0OLT
https://questions-statements.parliament.uk/written-statements/detail/2023-03-03/hcws600
https://www.gov.uk/government/publications/spring-budget-2023
https://www.gov.uk/government/publications/spring-budget-2023-overview-of-tax-legislation-and-rates-ootlar/spring-budget-2023-overview-of-tax-legislation-and-rates-ootlar
https://www.lexisnexis.com/uk/lexispsl/privateclient/document/412012/67SM-SGH3-RRJ2-T007-00000-00
https://www.lexisnexis.com/uk/lexispsl/privateclient/document/412012/67SM-SGH3-RRJ2-T007-00000-00
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Tax 

Overview 

Malcolm Pengelly, Tax Principal at BDO UK gives an overview of the key tax 

announcements announced by the Chancellor of the Exchequer, Jeremy Hunt, in the Spring 

Budget 2023 on 15 March 2023. See here: https://youtu.be/1QkICvH9Bt4 

Analysis  

Neil Lancaster, Private Client Partner and Heather Self, Corporate Tax Partner at Blick 

Rothenberg LLP analyse the announcements made in the Spring Budget 2023, on 15 March 

2023. See here: https://youtu.be/EZoA66radhk  

Sectors  

Martin Shah, Tax Partner at Simmons & Simmons considers the announcements of the 

Spring Budget 2023, on the asset management sector. See here: 

https://youtu.be/G3YlHJqA5ZM 

Andy Hartwill, Client Insights Lead at Simmons & Simmons considers the macro-market 

perspective on the announcements made in the Spring Budget 2023. See here: 

https://youtu.be/iY35F2HvCAw  

 

Private Client 

Krupa Thakker, associate at Druces LLP, highlights the key announcements made by the 

Chancellor in the Spring Budget 2023 that impact the Private Client sector. See here:  

https://youtu.be/qhAlL-CPa90 

 

Pensions  

David Gallagher, partner and head of pensions at Fieldfisher LLP, considers the key pensions 

announcements from the Spring Budget 2023 in a video, which can be found here: 

https://youtu.be/icyHWwXDEao 

 

 

https://youtu.be/1QkICvH9Bt4
https://youtu.be/EZoA66radhk
https://youtu.be/G3YlHJqA5ZM
https://youtu.be/iY35F2HvCAw
https://youtu.be/qhAlL-CPa90
https://youtu.be/icyHWwXDEao
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Companies and corporation tax 

 

• Capital allowances—full expensing for three years—a 100% first-year capital allowance will be 

introduced to enable companies to write off the full cost of expenditure on qualifying main rate plant 

and machinery against taxable profits in the year of investment. It will apply from 1 April 2023 until 31 

March 2026. Expenditure on plant and machinery for leasing is excluded due to concerns about error 

and abuse, but the government says it will work with industry to identify possible policy solutions that 

mitigate these risks (paras 3.71, 3.72 and 4.45, OOTLAR para 1.22, Spring Budget 2023 Media 

Factsheet: Cutting & Simplifying Tax for Business to Invest and Grow, Guidance: Spring Budget 2023—

Full expensing). 

Eloise Walker, of Pinsent Masons and a member of the LexisNexis Tax Consulting Editorial Board, 

remarked—‘Corporates will be delighted with the new three year capital expenditure deduction to nicely off-

set the increase in corporation tax. I imagine members of certain lobbying groups cartwheeling with joy down 

corridors as the government finally takes on board requests to move us up the OECD league tables on capital 

expenditure reliefs (we had been dragging our heels well off the pace for some years now).’ 

Richard Thomson, Partner, Ernst & Young Private Tax Team remarked—’The introduction of “full 

expensing” for companies which incur qualifying capital expenditure on or after 1 April 2023, but before 1 April 

2026 is especially important for UK based Private Equity portfolio companies, who have often been unable to 

access the Annual Investment Allowance owing to the UK’s grouping rules typically aggregating all UK entities 

held under a fund manager for AIA purposes.’ 

Michael Sherry, of Temple Tax Chambers, commented—‘Given the poor economic outlook, the lack of 

fiscal headroom, and the reason why the Chancellor replaced his immediate predecessor, the surprise is he is 

giving back to the corporate sector so generously with 100% deductions for lots of capital expenditure. The pain 

will be suffered in the service sector where tax rates have risen but opportunities for CAPEX which qualifies for 

relief are limited. The small and medium corporate sector will take the hit on increased tax rates without much 

help.’ 

 

• Continuation of 50% first-year capital allowances for special rate assets—the 50% first-year capital 

allowance for companies investing in special rate assets, originally announced at Spring Budget 2021, 

will be extended by three years, so that it will apply until 31 March 2026 (paras 3.71, 3.72 and 4.45, 

OOTLAR para 1.22, Spring Budget 2023 Media Factsheet: Cutting & Simplifying Tax for Business to 

Invest and Grow, Guidance: Spring Budget 2023—Full expensing). 

 

• Additional tax relief for R&D intensive SMEs—an increased rate of tax relief will be introduced for loss-

making research and development (R&D) intensive small and medium sized enterprises (SMEs) with 

effect from 1 April 2023. Such SME companies for which qualifying R&D expenditure is at least 40% of 

total expenditure will be able to claim a higher payable credit rate of 14.5% for qualifying expenditure 

through the existing SME scheme. Draft legislation will be published for technical consultation in 

summer 2023 for inclusion in Finance Bill 2023–24, with eligible companies able to claim once the 

legislation is in place (paras 3.75 and 4.51, OOTLAR paras 2.1 and 2.10, Policy paper: Technical note—

Additional tax relief for Research and Development intensive small and medium enterprise, Spring 

Budget 2023 Media Factsheet: Cutting & Simplifying Tax for Business to Invest and Grow). 

 

Hilary Barclay, of Burges Salmon and a member of the LexisNexis Tax Consulting Editorial Board, 

commented—‘The R&D regime will be tweaked to include additional reliefs for R&D intensive SMEs, 

https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4067297&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.gov.uk/government/publications/additional-tax-relief-for-research-and-development-intensive-small-and-medium-sized-enterprises/technical-note-additional-tax-relief-for-research-and-development-intensive-small-and-medium-enterprise
https://www.gov.uk/government/publications/additional-tax-relief-for-research-and-development-intensive-small-and-medium-sized-enterprises/technical-note-additional-tax-relief-for-research-and-development-intensive-small-and-medium-enterprise
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
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benefiting companies across a range of markets eg pharmaceuticals, life sciences, computer 

programming and manufacturing. Qualifying expenditure categories for R&D reliefs will also be 

brought a little more up to date with the inclusion of data licences and cloud computing services.’ 

 

• Update on ongoing R&D tax relief review—it was confirmed that reforms originally announced at 

Autumn Budget 2021 will be included in SFB 2023 and will apply generally to accounting periods 

starting on or after 1 April 2023. These reforms will include allowing expenditure on data licences and 

cloud computing services to qualify for relief. They also include a range of measures to tackle abuse, 

improve compliance, and correct anomalies, including a new requirement for companies to inform 

HMRC in advance of their intention to make an R&D relief claim. In contrast, there is as yet no final 

decision on whether to merge the R&D expenditure credit and SME R&D schemes from April 2024, 

which has been the subject of a consultation that closed on 13 March 2023. However, the government 

says it is keeping that option open and will publish draft legislation on a merged scheme for technical 

consultation alongside the publication of Finance Bill 2023–24 (para 4.52, OOTLAR paras 1.27 and 

2.11, Policy Paper: Research and Development Tax relief reform changes). 

 

• Delay to restrictions on overseas expenditure in R&D tax reliefs—the restriction on some overseas 

expenditure in R&D tax reliefs, which was announced at Autumn Budget 2021, will now come into 

effect from 1 April 2024 (a year later than expected). This is to allow the government to consider the 

interaction between this restriction and the design of a potential merged R&D scheme (para 4.53, 

OOTLAR para 1.27). 

Eloise Walker, of Pinsent Masons and a member of the LexisNexis Tax Consulting Editorial Board, 

commented—'The pharma and life sciences sector, especially upcoming smaller companies developing new 

ideas, will be heaving a huge sigh of relief that the Chancellor has (partly) taken on board their pleas in relation 

to the proposed new territoriality restriction on R&D tax relief claims—the limit on the availability of tax relief 

to UK-based R&D is not abandoned but it is delayed a year to April 2024 (which hopefully gives some time for 

the regulatory regime—which can require overseas R&D—to catch up). Added to the new enhanced tax credit 

for SMEs which are R&D intensive, this does make it a good Budget for start-ups in the sector.’ 

Jonathan Rosen, Partner, Orrick remarked—’There were no huge surprises on the tax front, and the 

package of tax measures announced seem broadly consistent with objectives of economic stability and 

supporting investment.  In particular, while the 130% super deduction is still set to end at the end of the month, 

the replacement with a ‘full expensing’ capital allowances regime for certain qualifying plant and machinery is 

welcome news for those that have been calling for continued support in this area. In addition, the 

announcement that a new higher rate of R&D tax relief for loss-making SMEs is to be introduced from 1 April 

2023, such that SMEs which spend over 40% of their expenditure on qualifying R&D expenditure can qualify 

for a higher payable credit of £27 for every £100 of R&D investment, is good news for the UK’s start-up tech 

sector and other early-stage businesses with significant R&D expenditure.’ 

 

• Patent box—consequential amendment to deduction formula—SFB 2023 will include changes 

intended to ensure patent box claimants that are subject to the small profits rate of corporation tax 

receive the correct amount of relief for accounting periods starting on or after 1 April 2023 (OOTLAR 

para 1.18, Policy paper: Patent Box—Corporation Tax main rate consequential amendment). 

 

• Capital gains assessment time period—SFB 2023 will make changes to notification periods and 

assessment and claim time limits in specific circumstances to prevent HMRC from being out of time to 

https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4252633&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/consultations/rd-tax-reliefs-review-consultation-on-a-single-scheme
https://www.gov.uk/government/publications/reform-of-research-and-development-tax-reliefs/research-and-development-tax-relief-reform-changes
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4252633&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/patent-box-consequential-amendment-to-patent-box-deduction-formula/patent-box-corporation-tax-main-rate-consequential-amendment
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assess tax due on capital gains when an asset is disposed of under an unconditional contract. The 

changes will apply in relation to contracts entered into on or after 1 April 2023 for corporation tax and 

6 April 2023 for capital gains tax (CGT) (para 4.44, OOTLAR para 1.7, Policy paper: Capital Gains—

Completion of unconditional contracts). 

 

Philip Ridgway, of Temple Tax Chamber and a member of the LexisNexis Tax Consulting Editorial 

Board, commented—'Apart from the headline grabbing changes, there was a minor change to the CGT 

legislation. TCGA 1992, section 28(1) provides that the time of disposal and acquisition of an asset disposed of 

and acquired under an unconditional contract is the date of the contract and not, if later, the time when the 

contract is completed. Until the date of completion there is no disposal so there is nothing to report. If 

completion does not happen until the last date for reporting a disposal has passed the disposal would fall out of 

charge. The legislation is to be amended by adding in a new s 28A so that the relevant notification periods and 

assessment and claim time limits operate by reference to the tax year or accounting period when an asset is 

conveyed or transferred rather than the tax year or period in which the contract for the disposal was made. This 

anomaly has been there for decades, obviously, tax lost to planning around it has now become sufficiently 

substantial for HMRC to act. Either that or they have just become aware of it.’ 

 

 

• Corporate interest restriction (CIR)—the government announced that SFB 2023 will include provisions 

to address various issues arising in connection with the CIR rules. When the CIR was introduced, the 

government committed to keep the rules under review and in July 2022 a working group was formed to 

consider proposed amendments to the rules following representations from customers, tax advisers 

and representative bodies regarding some unfair outcomes. The stated aim of these detailed 

amendments is to both protect the Exchequer and reduce unfair outcomes and administrative burdens 

for businesses. In most cases, the changes will have effect for periods commencing on or after 1 April 

2023, although some will take effect from Royal Assent to SFB 2023, one from 6 April 2020, and a 

revision to the worldwide debt cap rules will apply where a revised statement of allocated disallowances 

is submitted from 15 March 2023. We will seek to publish further analysis on these proposed changes 

in due course (para 4.59, OOTLAR para 1.19, Policy Paper: Amendments to Corporate Interest 

Restriction). 

 

• Film, TV and video games tax relief—following the consultation on reforms to audio-visual tax reliefs, 

legislation will be included in Finance Bill 2023-24 to redesign the existing film, TV and video games tax 

reliefs as refundable expenditure credits. The legislation will: 

o introduce an audio-visual expenditure credit to cover the four existing film and TV tax reliefs. 

Films and high-end TV programmes will have a rate of 34%; animations and children’s TV 

programmes will have a rate of 39% 

o introduce a video games expenditure credit. This credit will differ from the existing video games 

tax relief regime in that expenditure will only qualify for relief if it is incurred on ‘goods and 

services that are used or consumed in the UK’ 

o change the way that relief is calculated such that these expenditure credits will be calculated 

directly from qualifying expenditure instead of being an adjustment to the company’s taxable 

profit, as under the existing regime, and 

o include an anti-abuse rule for payments between connected parties 

The two new expenditure credits will be available for companies to claim in respect of accounting 

periods ending on or after 1 January 2024. Further details of the expenditure credits will be published, 

alongside the draft legislation, in summer 2023 for consultation (paras 3.76 and 4.46, OOTLAR paras 

2.12–14 and 2.16, Consultation outcome: Audio-visual tax reliefs—policy decisions and response to 

consultation). 

https://www.gov.uk/government/publications/capital-gains-completion-of-unconditional-contracts
https://www.gov.uk/government/publications/capital-gains-completion-of-unconditional-contracts
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&linkInfo=F%23GB%23UK_LEG%23num%251992_12a_SECT_28%25&A=0.21367336446554097&bct=A&risb=&service=citation&langcountry=GB
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLV&remotekey1=DOC-ID&remotekey2=0OLV_2576357&service=DOC-ID&origdpsi=0OLT
http://www.gov.uk/government/publications/amendments-to-corporate-interest-restriction
http://www.gov.uk/government/publications/amendments-to-corporate-interest-restriction
http://www.gov.uk/government/consultations/audio-visual-tax-reliefs-consultation
http://www.gov.uk/government/consultations/audio-visual-tax-reliefs-consultation
http://www.gov.uk/government/consultations/audio-visual-tax-reliefs-consultation
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David Wilson, Partner, Cooley (UK) LLP, remarked—'The impact of Pillar 2 can also be seen in the 

reframing of the audio-visual tax reliefs as RDEC-like “above the line” expenditure credits, which should 

presumably qualify as “qualified refundable tax credits” under the OECD model rules, and so not be cancelled 

out for larger groups once Pillar 2 comes into effect.' 

 

• Write-downs for annuities products and insurers’ liabilities—SFB 2023 will, with effect from Royal 

Assent, (i) address the corporation tax consequences which would otherwise arise when an insurer’s 

liabilities are written down under the proposed new section 377A of the Financial Services and Markets 

Act 2000 and any subsequent write up and (ii) extend the circumstances in which a pre-6 April 2015 

lifetime annuity or dependents annuity under a registered pension scheme can be reduced without 

incurring unauthorised payments charges (para 4.65, OOTLAR para 1.37, Policy paper: Corporation 

Tax and Pensions Tax: Write downs for annuities products and insurers liabilities). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.gov.uk/government/publications/corporation-tax-and-pensions-tax-write-downs-for-annuities-products-and-insurers-liabilities
https://www.gov.uk/government/publications/corporation-tax-and-pensions-tax-write-downs-for-annuities-products-and-insurers-liabilities
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Business and enterprise 

 

• Investment zones—the government will establish 12 new investment zones across the UK. Building on 

freeports legislation, SFB 2023 will designate special tax sites in, or connected with, investment 

zones. The designated special tax sites will benefit from a package of tax reliefs, including stamp duty 

land tax (SDLT) relief, enhanced capital allowances for plant and machinery, enhanced structures and 

buildings allowances, and secondary Class 1 National Insurance contributions (NICs) relief. The reliefs 

will be time limited, with the exact end date confirmed at a future stage (paras 3.106 and 4.117, 

OOTLAR para 1.28, Policy Paper: Investment zone special tax sites, Policy paper: Investment zones). 

Hilary Barclay, of Burges Salmon, commented—‘Levelling-up is back, with 12 new investment zones to 

be established (observers may note some correlation between areas that will benefit and the so-called 

‘red wall’). Tax benefits will be temporary but should include SDLT relief, enhanced structures and 

buildings allowances and capital allowances for plant and machinery, and secondary Class 1 NICs reliefs 

where new employees work in relevant sites.’ 

Employment taxes and share incentives 

 

• Reforming pensions tax thresholds—one of the headlining grabbing announcements was that the 

government will legislate to remove the lifetime allowance (LTA) charge for 2023–24 in SFB 2023 and 

will deliver the technical changes necessary to abolish the LTA from April 2024 in a future finance bill. 

In addition, SFB 2023 will increase the annual allowance from £40,000 to £60,000. The money purchase 

annual allowance and the minimum tapered annual allowance (TAA) will both be increased from £4,000 

to £10,000, while the adjusted income threshold for the TAA will also be increased from £240,000 to 

£260,000. The maximum pension commencement lump sum for those without relevant protections will 

be retained at its current level of £268,275 and will be frozen thereafter. Lump sums currently taxed 

for some individuals at 55% above the LTA will be taxed at an individual’s marginal rate of income tax. 

These changes will take effect from 6 April 2023 (para 4.153, OOTLAR para 1.3, Policy paper: Pension 

Tax Limits, Policy paper: Abolition of Lifetime Allowance and increases to Pension Tax Limits). 

Gerald Montagu, Senior Counsel, Gide Loyrette Nouel LLP and a member of the LexisNexis Tax 

Consulting Editorial Board remarked—‘Conceptually the abolition of the lifetime allowance makes sense. If 

pensions are meant to be about encouraging saving, it was never right to impose tax by reference to investment 

performance. Opposition to helping a relatively wealthy cohort will draw criticism. However, it is easy to lose 

sight of the fact that someone two to five years from retirement with a pot of £800k currently has to gamble 

whether to invest for growth and risk a possibly substantial tax charge or invest in less risky assets in the hope 

of preventing a pension pot disappear in a puff of smoke. Last year 30%-40% drops in asset values were not 

unheard of - even, as a result of interest rate movements cause by the switch from loose money to combatting 

inflation, where supposedly "safe" debt assets were invested in. Investing prudently is difficult enough in its own 

right and at least successful investment will no longer be discouraged. Intriguingly, and in all likelihood 

correctly, Sir Keir Starmer has described the abolition of the LTA as a "permanent tax cut", suggesting that a 

Labour Government will not move to reverse it. This raises the question of what means a Labour Government 

would employ to tax long term savings  (other than relying on the annual allowance taper which progressively 

closes the door to pension investment for those with income in excess of £260,000 and/or relying on the 

emasculation of the CGT annual exempt amount announced last year)?’ 

Bradley Phillips, Tax Consultant to Asset Managers, visiting Tutor at BPP University and a member 

of the LexisNexis Tax Consulting Editorial Board, noted—‘The changes to the pension rules should mean 

pension schemes have more to invest in the future into funds and well paid asset managers should also 

http://www.gov.uk/government/publications/investment-zone-special-tax-sites
http://www.gov.uk/government/publications/investment-zones
https://www.gov.uk/government/publications/abolition-of-lifetime-allowance-and-increases-to-pension-tax-limits
https://www.gov.uk/government/publications/abolition-of-lifetime-allowance-and-increases-to-pension-tax-limits
https://www.gov.uk/government/publications/abolition-of-lifetime-allowance-and-increases-to-pension-tax-limits
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appreciate being able to put more into their pensions. Private equity portfolio companies (and therefore the 

investors in the private equity funds) should benefit from the increased capital allowances announced.’ 

Emma Game, of Slaughter and May, commented—‘Changes set out in the policy paper on pensions tax 

limits, including increases to the annual allowance, have generated a lot of interest—and none more so than the 

proposed (and surprise, to me at least) abolition of the LTA, ensuring ‘that nobody will face an LTA charge from 

April 2023’. This is eventually going to be coupled with legislation, to be introduced in a future finance bill, to 

remove the LTA from pensions tax legislation from April 2024. We’ll have to wait to see whether this does, in 

fact, result in a reduction in the number of pages of pensions tax legislation. The policy paper suggests that ‘this 

measure also reduces the need for individuals to rely on protections from previous decreases to the LTA’, such 

as fixed protection 2012, 2014 or 2016, but, given that the policy paper also states that the maximum pension 

commencement lump sum (PCLS) will be limited to 25% of the current LTA (£268,275), except where 

protections apply, it is not clear whether these protections will still need to be retained by an individual who 

wishes to continue to benefit from an increased PCLS. I think we will need to wait for SFB 2023 to see how these 

changes are all going to hang together.’ 

Andrew Loan, of Fieldfisher, remarked—‘The unexpected abolition of the pensions lifetime allowance from 

April 2023 substantially puts the contribution regime back where it was before “A-day” in April 2006, with 

limits on annual contributions but no overall cap on the size of an individual's own pension pot. The relatively 

modest anticipated cost—less than £1bn per year—shows this will benefit a relatively small number of well-

paid people, including senior doctors and partners in city law firms.’ 

In addition, other pensions tax items were announced, including: 

 

• Pensions tax administration—digitalising relief at source—the government will legislate in a future 

finance bill to improve the administration of pension tax relief. This will enable the digitalisation of 

the current paper processes for relief at source, improving the experience for pension scheme 

administrators and reducing errors. Draft legislation will be published for consultation in summer 

2023 (OOTLAR para 2.5). 

 

• Pensions relief relating to net pay arrangements—as announced on 20 July 2022, the government 

will legislate in SFB 2023 to make top-up payments, in respect of tax year 2024–25 and onwards, to 

individuals with a total income below the personal allowance saving into a pension scheme using a 

net pay arrangement. These top-ups will better align outcomes with equivalent savers saving into 

pension schemes using relief at source. The measure will take effect from 6 April 2025 (OOTLAR 

para 1.4, Policy paper: Pensions relief relating to net pay arrangements). 

 

• Delivering agent access to payrolling benefits-in-kind—the government will deliver IT systems which 

will enable tax agents to payroll benefits-in-kind on behalf of employers. This is intended to reduce 

burdens on employers and enable agents to support their clients more effectively, and is part of the 

government’s long-term strategy to simplify the tax system for taxpayers and their agents (para 4.95). 

 

• Consultation on occupational health tax incentives—the government will consult on options to 

increase investment in occupational health services by UK-wide employers through the tax system, 

including a potential expansion of the existing benefits-in-kind for occupational health services or a 

potential super-deduction style relief for businesses who provide services to their employees (para 

4.158, OOTLAR para 2.17). 

https://www.gov.uk/government/publications/pensions-relief-relating-to-net-pay-arrangements
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLV&remotekey1=REFPTID&refpt=CITEID_363866&service=DOC-ID&origdpsi=0OLT
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• Amendments to the enterprise management incentives (EMI) option grant process—from 6 April 

2023, the requirement for a company granting EMI options to set out details within the option 

agreement of the restrictions applying to the shares under option will be removed, as will be the 

requirement for a company to declare that an employee has signed a working time declaration. 

However, the working time requirement itself, requiring that employees must work for at least 25 hours 

a week or (if less) 75% of their working time for a company in order to be eligible for an EMI option, will 

remain in place. Existing EMI options granted before 6 April 2023 that have not been exercised will also 

benefit from these changes. The legislation to give effect to these changes will be included within SFB 

2023. In addition, from 6 April 2024, the deadline for a company to notify HMRC of the grant of 

qualifying options will be extended from 92 days to the 6 July following the end of the tax year in which 

the option was granted, bringing it into line with the deadline for companies to file their share plan 

annual returns. This change will be legislated separately and not included within SFB 2023. These 

changes to reduce the administrative requirements of EMI are being made in response to issues 

identified by participants in the government’s call for evidence in respect of EMI schemes, which opened 

on 3 March 2021 and closed on 26 May 2021. The summary of responses was published as part of 

Spring Budget 2023 (paragraph 4.94, OOTLAR para 1.31, Policy Paper: Enterprise Management 

Incentives: Changes to the process to grant options). 

John Dunlop, of DAC Beachcroft LLP, commented—‘It is great news that HM Treasury has listened to the 

share scheme community’s suggestions as regards enterprise management incentives. From next month, it will 

no longer be necessary to set out details of share restrictions in the EMI share option agreement and the 

company will no longer have to declare that an employee has signed a working time declaration. If these 

provisions were omitted by the employer’s mistake it has always seemed harsh that it worked against the 

employee with their tax bill usually going up by a factor of 450%.’ 

Matthew Spencer of Kingsley Napley LLP, remarked—‘For those who work with EMI share options, the 

government is simplifying the process. This will be a welcome relief for many. A few years ago HMRC amended 

its guidance to require an EMI option to include details of the restrictions over the option shares. Practitioners 

would trawl a company’s articles of association to produce a summary of restrictions, usually appended in a 

schedule to the option. No two practitioners seemed to have the same understanding of exactly what was 

required and the risk for an option holder to lose their advantageous tax treatment because of a rule intended 

to protect them was slightly ridiculous. From April 2023 this summary of restrictions will no longer be required. 

From April 2024 the notification period will also be extended to 6 July, to match the submission date for other 

returns such as a company’s ‘employment related securities’ return (form 42).’ 

Colin Kendon of Bird & Bird LLP, noted—‘EMI is a popular employee share option plan with great tax breaks. 

One of the problems has been some of the reporting rules which can trip companies up so the government 

announced two improvements today. From April 2023, the requirement for the issuing company to notify 

participants of restrictions applying to option shares in the option agreement will be removed, it will be 

sufficient to refer to the articles or shareholders agreement. This is very welcome as it often caused disputes in 

M&A deals as to whether participants were adequately notified and the consequences if they were not. 

Unfortunately the changes will not be retrospective. From April 2024 the deadline for reporting the grant of 

EMI options will be extended from 92 days following grant date to 6 July following the end of the tax year of 

grant making it less likely the deadline will be missed. HMRC has taken a very strict approach to reasonable 

excuse claims so the 92 day deadline often meant options do not qualify for tax relief.’ 

Dan Sharman of Shoosmiths LLP, stated—‘We welcome announcements today around removing some of 

the technical requirements when granting EMI options (summarising share restrictions to option holders at the 

time of grant and ensuring option holders declare that they meet the working time requirements). We often see 

these requirements being missed, eg when we review EMI options as part of a due diligence exercise, which can 

lead to the withdrawal of tax relief for option holders, often through no fault of their own. The EMI notification 

https://www.gov.uk/government/publications/enterprise-management-incentives-call-for-evidence-summary-of-responses
https://www.gov.uk/government/publications/enterprise-management-incentives-changes-to-the-process-to-grant-options
https://www.gov.uk/government/publications/enterprise-management-incentives-changes-to-the-process-to-grant-options
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deadline is also being extended from April 2024, which will give companies longer to comply with the post-

grant administrative requirements which again should lead to an increase in EMI options actually delivering 

the tax advantages to option holders, as intended.’ 

 

• Call for evidence in respect of SIP and SAYE schemes—the government announced a call for evidence 

on the share incentive plan (SIP) and the save as you earn (SAYE) scheme, with a view to considering 

opportunities to improve and simplify them (para 4.56, OOTLAR para 2.18). 

 

Dan Sharman of Shoosmiths LLP, commented—‘Also announced today is a call for evidence in relation to 

the non-discretionary incentive schemes (SIPs and SAYE) which will be used to consider opportunities to 

improve and simplify these schemes. In practice these schemes are expensive and administratively burdensome 

to administer and often only implemented by large companies, so this is a step in the right direction to open up 

these schemes to small and medium sized companies and in turn their employees.’ 

 

• Reform of company share option plan (CSOP)—Spring Budget 2023 confirmed that the changes 

previously announced to CSOPs as taking effect from 6 April 2023, namely the doubling of the statutory 

limit from £30,000 to £60,000 and the removal of the ‘worth having’ requirement in respect of 

companies with more than one class of ordinary share capital, will proceed and that the relevant 

legislation will be included within SFB 2023. The government further announced that existing CSOP 

options granted before 6 April 2023 will also benefit from these changes, and that a new provision will 

be introduced to allow the Treasury to change the CSOP share options limit by regulation in future 

(OOTLAR para 1.30, Policy Paper: Reform of Company Share Option Plan). 

Graham Muir, of CSM and a member of the LexisNexis Tax Consulting Editorial Board, commented— 

‘The Budget announcements in the employee share schemes area all seem to be very positive, designed to 

facilitate the operation of these schemes in ways which should result in the benefits available being received 

where appropriate (and not denied by reason of a technical breach of non-substantive requirement). As such, 

the industry should welcome them with open arms.’ 

 

 

 

 

 

 

 

 

 

https://www.gov.uk/government/publications/changes-to-the-company-share-option-plan-rules/reform-of-company-share-option-plan
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Funds 

 

• Elective accruals basis for carried interest—the government will legislate in SFB 2023 for a new 

elective accruals basis of taxation for carried interest. The measure will apply from 6 April 2022 and will 

allow UK resident investment managers to accelerate their tax liabilities, in order to align their timing 

with the position in other jurisdictions, where they may obtain double taxation relief (para 4.63, 

OOTLAR para 1.10, Policy paper: Elective accruals basis for the carried interest rules). 

 

Robert Langston, of Saffery Champness LLP, remarked—‘Perhaps surprisingly, given recent press 

attention, there was no mention of reforming the tax position of non-domiciled individuals, nor any broad 

changes to the taxation of private equity. There was one (comparatively minor) change which will affect a small 

number (HMRC estimate between 30 and 50 individuals) of carried interest holders. For UK tax purposes, 

capital gains on carried interest are taxed when gains are realised, but in some countries the tax may arise 

sooner, on unrealised gains. In some cases this can lead to a mismatch so that the foreign tax cannot be offset 

against the UK CGT. Legislation will be introduced to allow an individual to make an irrevocable election for 

their carried interest to be taxed in the UK on an accruals basis. Although this might allow double tax relief to 

be claimed in more cases, it will also accelerate when UK tax arises. HMRC estimates that more tax will be 

raised as a result in each of the next five tax years—£120m in total. I would therefore be surprised if there was 

much take up of the election.’ 

Bradley Phillips, Tax Consultant to Asset Managers, Visiting Tutor at BPP University and member of 

the LexisNexis Tax Consulting Editorial Board, added—‘This measure will accelerate UK tax but that is less 

of an issue typically for asset manager individuals because they will likely receive tax distributions in such a 

scenario from the relevant fund to fund paying the tax. The real issue has been—and good to see that the asset 

management industry is still able to lobby successfully for such targeted changes—paying double tax.’ 

Rhiannon Kinghall Were, of Macfarlanes LLP, stated—‘The origins of this follow a change in HMRC’s 

guidance which now restricts relief to UK taxes. Forthcoming legislation will set out the details of the fix, but it 

appears as though the measure will enable carried interest holders to align the time the tax liability arises in the 

UK with that of other jurisdictions, in particular the US.’ 

 

• Genuine diversity of ownership (GDO) condition—SFB 2023 will include legislation amending 

the GDO condition for the purposes of the qualifying asset holding companies (QAHC), real estate 

investment trust (REIT) and non-resident capital gains (NRCG) rules. The GDO condition is intended to 

prevent funds that are only open to a small number of predetermined investors from benefitting from 

those tax regimes. The government notes that the amendments will improve the operation of 

the GDO condition for fund structures involving multiple pooling vehicles as they will provide that 

where an individual investment entity forms part of a wider fund arrangement, that entity can satisfy 

the GDO condition by reference to the arrangements as a whole (even if the individual entity would not 

satisfy the GDO condition when considered in isolation). This measure stems from the government’s 

wider review of the UK funds regime and will take effect from Royal Assent to SFB 2023 (para 4.62, 

OOTLAR para 1.34, Policy Paper: Amendments to the Genuine Diversity of Ownership condition). 

 

• Amendments to QAHC rules—in line with draft provisions published in July 2022, the government will 

legislate in SFB 2023 to amend the QAHC rules, primarily to enable a greater number of diversely held 

fund structures to be eligible for the regime in a manner which is better aligned with the originally 

intended scope of the rules. The changes aim to further enhance the attractiveness of the UK as a 

http://www.gov.uk/government/publications/elective-accruals-basis-for-the-carried-interest-rules
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4080644&service=DOC-ID&origdpsi=0OLT
http://www.gov.uk/government/publications/amendments-to-the-genuine-diversity-of-ownership-condition
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256723&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLV&remotekey1=DOC-ID&remotekey2=0OLV_4348029&service=DOC-ID&origdpsi=0OLT
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location for establishing asset holding companies by allowing more relevant companies to make use of 

the regime. The targeted changes will variously take effect from Royal Assent, 20 July 2022 (when the 

draft provisions were published) and 15 March 2023 (the date of this Spring Budget), or are deemed to 

have always had effect from the commencement of the regime on 1 April 2022 (para 4.61, OOTLAR 

para 1.33, Policy paper: Amendments to the Qualifying Asset Holding Companies rules). 

Bradley Phillips, Tax Consultant to Asset Managers, Visiting Tutor at BPP University and member of 

the LexisNexis Tax Consulting Editorial Board, commented—‘The proposed changes to the UK REIT and 

the new QAHC regimes are generally positive. In particular, the technical changes to the QAHC rules and the 

separate proposed changes to the genuine diversity of ownership condition (relevant not only to QAHCs but 

also to REITs and the non-resident CGT regime as it applies to fund structures) should improve the operation of 

the regimes, in particular for QAHCs, to parallel fund and other complex fund structures. It is hoped, in 

particular, that this will lead to an increased up-take of the new QAHC regime.’ 

VAT and indirect taxes 

 

• VAT exemption for fund management—the government announced at Spring Budget that, following 

the closure of the joint HM Treasury and HMRC consultation on the VAT exemption for fund 

management in February 2023, it is considering the responses received and continuing discussions with 

interested stakeholders. The consultation proposals provide for a consolidation and codification of 

existing practice into a single source, including establishing statutory criteria for determining whether 

a particular fund can be classified as a ‘special investment fund’. The government confirmed that it will 

publish its response to the joint consultation in the coming months (para 4.77, OOTLAR para 2.34). 

 

• VAT treatment of financial services—the government stated that it would continue working with 

industry stakeholders to consider potential reforms to the VAT treatment of financial services intended 

to simplify the regime and provide greater certainty for businesses. The commitment to continued 

dialogue follows on from the recommendations of the industry working group established at Spring 

Budget 2020 to consider the VAT treatment of financial services (para 4.78, OOTLAR para 2.35). 

 

• VAT relief on energy savings materials—alongside Spring Budget, the government published a call for 

evidence (closing on 31 May 2023) on two areas of potential reform to the VAT relief regime for the 

installation of certain energy saving materials (which is currently zero-rated for installations of 

qualifying energy saving materials in England, Wales and Scotland until 31 March 2027, and reduced 

rated for installations in Northern Ireland). The two areas for potential reform include the expansion of 

relief to additional technologies (including battery storage) which meet the energy efficiency and 

carbon emissions reduction policy objectives, and the extension of relief to the installation of energy 

saving materials at buildings intended solely for use for charitable purposes. The call for evidence also 

notes that, once ratified, the Windsor Framework would enable zero-rating and the changes arising 

from the call for evidence to be applied in Northern Ireland (para 4.79, OOTLAR para 2.31, Call for 

evidence: VAT energy saving materials relief—improving energy efficiency and reducing carbon 

emissions). 

 

• Minor technical changes to VAT late payment interest and late payment penalties regime—the 

government will legislate in SFB 2023 to make minor technical changes to the new harmonised late 

payment interest and late payment penalty regimes for VAT which took effect from 1 January 2023 to 

http://www.gov.uk/government/publications/amendments-to-the-qualifying-asset-holding-companies-rules
https://www.gov.uk/government/consultations/vat-energy-saving-materials-relief-improving-energy-efficiency-and-reducing-carbon-emissions
https://www.gov.uk/government/consultations/vat-energy-saving-materials-relief-improving-energy-efficiency-and-reducing-carbon-emissions
https://www.gov.uk/government/consultations/vat-energy-saving-materials-relief-improving-energy-efficiency-and-reducing-carbon-emissions
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ensure policy consistency. The changes include a revision to the date from which late payment interest 

will start accruing in respect of overpayments by HMRC (with interest to accrue from the date the 

payment is initially made by HMRC) and a disapplication of the late payment interest charge and late 

payment penalties to instalments under the annual accounting scheme (with interest and penalties only 

to apply to balancing payments thereunder). The changes to late payment interest will apply with effect 

from 15 March 2023 and the changes to late payment penalties will apply with effect from 1 January 

2023 (OOTLAR para 1.56, Policy Paper: Technical changes to late payment penalties, late payment 

interest and repayment interest rules for VAT). 

 

• Gaming duties—the gross gaming yield bandings for gaming duty will be frozen from 1 April 2023 (para 

4.85, OOTLAR para 2.25). 

Real estate 

 

• REIT regime enhancements—in line with announcements made in the Edinburgh Reforms in December 

2022, the government will legislate in SFB 2023 to amend the tax rules for REITs. With effect from 1 

April 2023, SFB 2023 will remove the requirement for a REIT to hold a minimum of three properties 

where it holds a single commercial property worth £20m. It will also, with effect from Royal Assent to 

SFB 2023, amend the rule that deems a disposal of property within three years of being significantly 

developed as being outside the property rental business so that the valuation used when calculating 

what constitutes a significant development better reflects increases in property values, and amend the 

rules for deduction of tax from property income distributions paid to partnerships (para 4.60, OOTLAR 

para 1.32, Policy Paper: Corporation Tax: Real Estate Investment Trusts (REITs)). 

Kitty Swanson, of Mayer Brown International LLP, commented—‘The real estate sector will benefit 

from previously announced changes to the REIT regime, which potentially opens up the benefits of REIT 

status to a wider range of investors. However, those hoping that December’s announcement of 

amendments to the REIT regime would result in the rule that deems a property disposal within three 

years of significant development to be outside the property rental business being abolished were 

disappointed—as expected by many tax practitioners, the amendments to this rule are minor.’ 

Laura Charkin, Partner, Goodwin Procter (UK) LLP, remarked—‘We have many clients setting up REITs 

beneath limited partnership fund structures currently, so the changes to the REIT rules and in particular 

the proposed relaxation of withholding tax on certain PIDs paid to a partnership are both timely and 

welcome. That said, the current proposal seems to only benefit investors entitled to gross payment and 

that technical category is actually quite limited; for example, it does not cover underlying tax-exempt 

investors, such as sovereigns or certain overseas pension schemes. It would be interesting to see 

whether this opens the door to considering if a more flexible system for allowing for differential 

withholding rates on PIDs paid to partnerships, by reference to underlying investors’ effective UK 

withholding tax rate and treaty status could be made to work.’ 

 

 

 

 

 

 

https://www.gov.uk/government/publications/technical-changes-to-late-payment-penalties-late-payment-interest-and-repayment-interest-rules-for-vat
https://www.gov.uk/government/publications/technical-changes-to-late-payment-penalties-late-payment-interest-and-repayment-interest-rules-for-vat
http://www.gov.uk/government/collections/financial-services-the-edinburgh-reforms
http://www.gov.uk/government/publications/amendments-to-the-real-estate-investment-trusts-regime
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Tax avoidance 

 

• Tackling promoters of tax avoidance—the government announced an intention to double the 

maximum sentences for the most egregious forms of tax fraud from 7 to 14 years. The government will 

consult shortly on the introduction of a new criminal offence for promoters of tax avoidance who fail to 

comply with a legal notice from HMRC to stop promoting a tax avoidance scheme. The government will 

also consult on expediting the disqualification of directors of companies involved in promoting tax 

avoidance including those who exercise control or influence over a company (paras 4.40–4.41, OOTLAR 

para 2.39). 

Jake Landman, of Pinsent Masons, commented—‘The two proposed enhanced sanctions on promoters of 

avoidance schemes show the government’s continued focus on breaking an industry that they believe is 

undermining the tax system. There is no additional information yet on these proposals, but we expect that the 

two sanctions will rely on the existing definition of promoters, which has quite a narrow focus. New criminal 

measures also include doubling the maximum sentences for the most egregious forms of tax fraud from 7 to 14 

years.’ 

John Barnett, of Burges Salmon, stated—‘The main proposal that caught my eye was the consultation on 

new criminal sanctions for promoters of tax avoidance. We obviously await the consultation, but the language 

used suggests that the proposal is likely to involve tacking a criminal offence onto the existing promoters of tax 

avoidance schemes (POTAS) regime in Finance Act 2014, Part 5. Broadly, that would seem sensible as POTAS 

currently has a fairly high threshold before it applies. There are a number of threshold tests, but they include 

for instance an adverse opinion from the general anti-abuse rule (GAAR) panel. HMRC may then issue a stop 

notice to promoters to prevent them continuing to market arrangements which have been found not to work. If 

a promoter fails to comply with a stop notice then the sanction is a conduct notice which involves naming and 

shaming the promoter; giving HMRC intrusive access to the promoter’s work; an obligation to inform clients; 

and financial penalties. It looks as though a criminal offence may now be tacked on as an additional deterrent. 

The difficulty with criminalising tax advice is that previous attempts have generally been ignored by the 

peddlers of dodgy tax schemes (many of whom aren’t based in the UK) at which the proposals are aimed. Rather, 

such attempts cause distortions in the reputable end of the tax advisory market, where advisers face increased 

internal and external regulatory hurdles and greater pressure from their insurers. The government will need to 

ensure that any new proposal is properly targeted and doesn’t adversely affect the rest of the tax advice 

market—to the detriment of both taxpayers and, potentially, government receipts more widely.’ 

Gideon Sanitt, of Macfarlanes, remarked—‘It is, of course, important that HMRC have the necessary powers 

and are appropriately resourced in order to support the genuine and challenge the egregious. However, 

governments and their policy positions change and HMRC’s resources today are spent in investigating the 

arrangements of yesterday. History tells us that taxpayers would be advised to ensure that the rationale for the 

arrangements they enter into—and, in particular, any discussions with HMRC as to how to do so–are recorded 

well, so that if policy sentiment changes, their decisions can be justified (typically many years after the event).’ 

Kate Ison, of Bryan Cave Leighton Paisner LLP, stated—‘The focus on promoters of tax avoidance is not 

new and a plethora of measures have been introduced in recent years to empower HMRC to take action against 

those who facilitate and promote tax non-compliance. However, the proposed new measures, and 

criminalisation of persistent promoters of tax avoidance, mark a new and hardened approach by the 

government and could have far-reaching consequences. Despite the government’s previous concerted efforts 

to disrupt the tax avoidance supply chain, a minority of promoters have remained in the industry. Today’s 

proposals, which go further than any previous measures, are arguably overdue and should directly strike those 

promoters who remain in business.’ 

https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&linkInfo=F%23GB%23UK_LEG%23num%252014_26a_PART_5%25&A=0.6968226075899&bct=A&risb=&service=citation&langcountry=GB


16 
Spring Budget 2023 | Tax analysis  

Nicholas Gardner, of Ashurst, noted—‘There are already significant financial penalties of up to £100,000 

(increasing to £1m in certain circumstances) for failure to comply with a stop notice and it seems premature to 

assess whether criminal sanctions are required for enforcement purposes. However, introducing the 

consultation measures would further raise the stakes for promoters issued with these notices and deter 

breaches. Now the question is how much progress HMRC will make in issuing further stop notices in the coming 

months as these enforcement tools will only be as effective as HMRC's implementation of the scheme by the 

issue of stop notices.’ 

 

• OECD mandatory disclosure rules (MDR), technical amendment to primary legislation and automatic 

exchange of information (AEOI) powers consolidation—the government will legislate in SFB 2023 to 

consolidate the five powers that allow AEOI regulations to be laid. These powers cover the MDR, the 

Common Reporting Standard (CRS), Foreign Account Tax Compliance Act (FATCA), Country by 

Country Reporting (CbCR) and Reporting Rules for Digital Platforms (DP) regulations. This measure will 

consolidate these powers into one provision to simplify the legislation. The previous powers will be 

repealed once the consolidation has occurred. A small technical change will also be made so that the 

MDR operates as intended, and will take effect from Royal Assent to SFB 2023 (OOTLAR para 

1.59, Policy paper: Automatic Exchange of Information (AEOI) powers consolidation and technical 

amendment to the OECD Mandatory Disclosure Rules primary power). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.gov.uk/government/publications/automatic-exchange-of-information-aeoi-powers-consolidation-and-technical-amendment-to-the-oecd-mandatory-disclosure-rules-primary-power
https://www.gov.uk/government/publications/automatic-exchange-of-information-aeoi-powers-consolidation-and-technical-amendment-to-the-oecd-mandatory-disclosure-rules-primary-power


17 
Spring Budget 2023 | Tax analysis  

Energy and environment 

 

• Plastic packaging tax (PPT)—the government will legislate in SFB 2023 to up-rate the PPT rate in line 

with CPI from 1 April 2023. SFB 2023 will also amend penalty rules for the late payment of PPT in order 

to ensure that all late payments are treated consistently (para 4.70, OOTLAR para 1.49, Impact 

assessment: Plastic Packaging Tax, Policy paper: Changes to late payment penalties for Plastic 

Packaging Tax, Policy paper: Plastic Packaging Tax rate change from 1 April 2023). 

 

Abigail McGregor, of Pinsent Masons, noted—‘The main focus of HMRC and industry when it comes to PPT 

is getting businesses compliant. There is still a sense from HMRC that they are aware that many businesses 

have yet to fully comprehend their responsibilities. With this in mind, the government have today announced 

only two small changes both with effect from 1 April 2023. Firstly the rate is going up from £200 per tonne to 

£210.82, in line with inflation. Secondly, a small change to penalties to ensure that all late payment of PPT 

receives the same level of penalty. Previously there were differences depending on where the late payment 

arose on an assessment made by HMRC instead of by the liable business.’ 

 

• Climate change levy (CCL)—changes to rates from 1 April 2024—the government will legislate in SFB 

2023 to increase the main rates of CCL for gas and solid fuels. The rate for gas will be aligned with that 

for electricity, and the rate for solid fuels is set to increase proportionally with the gas rate increase. 

CCL main rates on electricity and liquefied petroleum gas (LPG) will remain frozen for 2024–25. The 

reduced rates of CCL on gas and solid fuels for qualifying businesses in the Climate Change Agreement 

scheme will also be adjusted in SFB 2023, with such qualifying businesses set to pay no more tax than if 

the main rates been increased by the RPI. The reduced rates on electricity and LPG are to be frozen at 

2023–24 levels in 2024–25. Amended main and reduced rates will all take effect on 1 April 2024. 

(OOTLAR para 1.47, Policy paper: Climate Change Levy—changes to rates from 1 April 2024). 

 

• Two-year extension of the Climate Change Agreement scheme—the government will extend the 

Climate Change Agreement scheme by two years, with the effect that participants that meet agreed 

energy efficiency targets in 2024 will be entitled to reduced CCL rates from 1 April 2025 to 31 March 

2027. This extension will be open to new participants in eligible sectors. The Department for Energy 

Security and Net Zero have also published a consultation on proposals for an extension to the current 

Climate Change Agreement scheme, and on further proposals resulting from an 

earlier consultation which closed on 11 March 2022 (para 4.98, OOTLAR para 2.30). 

 

• Carbon capture, usage and storage (CCUS)—tax treatment of payments into decommissioning 

funds—the government has announced it will legislate in a future finance bill on the tax consequences 

of oil and gas companies making payments into decommissioning funds, where this relates to the re-

purposing of assets within the oil and gas corporation tax ring-fence for use in CCUS activities. The 

changes are set to take effect at a future date (para 4.99, OOTLAR para 2.21). 

 

• Taxation of environmental land management and ecosystem service markets—the government will 

publish a call for evidence and consultation that will explore both the taxation of ecosystem service 

markets and the potential expansion of agricultural property relief from inheritance tax to cover certain 

types of environmental land management (para 4.32, OOTLAR para 2.8, Open consultation: Taxation of 

environmental land management and ecosystem service markets). 

https://www.gov.uk/government/publications/plastic-packaging-tax
https://www.gov.uk/government/publications/plastic-packaging-tax
https://www.gov.uk/government/publications/changes-to-late-payment-penalties-for-plastic-packaging-tax
https://www.gov.uk/government/publications/changes-to-late-payment-penalties-for-plastic-packaging-tax
https://www.gov.uk/government/publications/plastic-packaging-tax-rate-change-from-1-april-2023
https://www.gov.uk/government/publications/climate-change-levy-ccl-rates-from-1-april-2024/climate-change-levy-changes-to-rates-from-1-april-2024
https://www.gov.uk/government/consultations/climate-change-agreements-consultation-on-extension-and-future-scheme-2023
https://www.gov.uk/government/consultations/climate-change-agreements-ccas-proposals-for-a-future-scheme
https://www.gov.uk/government/consultations/taxation-of-environmental-land-management-and-ecosystem-service-markets
https://www.gov.uk/government/consultations/taxation-of-environmental-land-management-and-ecosystem-service-markets
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• Landfill tax rates—the government will legislate in SFB 2023 to increase the standard and lower 

rates of landfill tax in England and Northern Ireland in line with RPI, rounded to the nearest 5 pence, 

from 1 April 2023 for 2023–24. The government will legislate in Finance Bill 2023–24 rates for 

2024–25, which will take affect from 1 April 2024 (para 4.71, OOTLAR paras 1.46 and 2.27, Policy 

paper: Landfill Tax rates for 2023 to 2024). 

 

• Landfill tax review—the government has also published a response to the call for evidence on 

aspects of landfill tax, which closed in February 2022. In its response the government concluded 

that while certain materials eligible for the lower rate of landfill tax should be moved up the waste 

hierarchy and charged at a higher rate, it will continue to engage with stakeholders before 

confirming any further steps. It also committed to review the current exemptions and discounts 

within the landfill tax, and consider the impact of any potential changes to the tax on landfill tax 

fraud, evasion and waste crime (para 4.72, OOTLAR para 2.29, Consultation outcome: Landfill Tax 

Review—call for evidence). 

 

• Landfill community fund value 2023—the value of the landfill communities fund for 2023–24 is to 

be set at £32.9m, with the cap on contributions by landfill operators to remain at 5.3% of landfill tax 

liabilities (OOTLAR para 2.28). 

 

• Landfill grant scheme—the government has further committed to the development of a grant 

scheme to fund costs of landfill tax to public bodies in England, where these costs act as a barrier to 

the remediation and redevelopment of contaminated land (para 4.103). 

Incentivised investment 

 

• Social investment tax relief expiry—social investment tax relief (SITR) will not be renewed, which 

means that investments made on or after 6 April 2023 will no longer qualify for income tax or CGT relief 

under the scheme (para 4.55, OOTLAR para 2.19). 

Pre-announced and other measures 

 

• Restriction of charitable tax relief to UK charities—the government announced that it will legislate in 

SFB 2023 to restrict charity tax reliefs and exemptions to UK charities and UK community amateur 

sports clubs (CASCs). This will ensure that UK taxpayer money supports UK charities and UK CASCs. 

The taxes that are affected are income tax, CGT, corporation tax, VAT, inheritance tax, stamp duty, 

SDLT, stamp duty reserve tax, ATED and diverted profits tax. These changes will take effect from 15 

March 2023 and will apply UK-wide. There will be a transitional period until April 2024 for non-UK 

charities and CASCs that HMRC has previously accepted as qualifying for charity tax relief (para 4.34, 

OOTLAR para 1.60, Policy paper: Restriction of charitable reliefs to UK Charities and Community 

Amateur Sports Clubs). 

https://www.gov.uk/government/publications/landfill-tax-rates-for-2023-to-2024
https://www.gov.uk/government/publications/landfill-tax-rates-for-2023-to-2024
https://www.gov.uk/government/consultations/landfill-tax-review-call-for-evidence#full-publication-update-history
https://www.gov.uk/government/consultations/landfill-tax-review-call-for-evidence#full-publication-update-history
https://www.gov.uk/government/consultations/landfill-tax-review-call-for-evidence#full-publication-update-history
https://www.gov.uk/government/publications/restriction-of-charitable-reliefs-to-uk-charities-and-community-amateur-sports-clubs/restriction-of-charitable-reliefs-to-uk-charities
https://www.gov.uk/government/publications/restriction-of-charitable-reliefs-to-uk-charities-and-community-amateur-sports-clubs/restriction-of-charitable-reliefs-to-uk-charities
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• Transfer pricing documentation—at Spring Budget the government confirmed that it will introduce 

legislation in SFB 2023, with supporting regulations, requiring large multinational businesses operating 

in the UK to maintain transfer pricing documentation, namely a master file and local file in a prescribed 

and standardised format, in accordance with the OECD transfer pricing guidelines. This will apply to 

accounting periods beginning on or after 1 April 2023. HMRC will also continue to consult on the 

introduction of a summary audit trail, which would oblige in scope businesses to complete a 

questionnaire detailing the main actions they have taken in preparing the transfer pricing local file 

document (OOTLAR para 1.17, Policy Paper: New transfer pricing documentation). 

 

• OECD Pillar 2—as announced at Autumn Statement 2022, SFB 2023 will implement two aspects of the 

globally agreed G20-OECD Pillar Two framework in the UK: a multinational top-up tax and a 

supplementary domestic top-up tax (OOTLAR para 1.16, Policy paper: Introduction to the new 

multinational top-up tax and domestic top-up tax). 

 

• CGT—allowing relief on disposals of joint interests in land and private residences for limited liability 

partnerships (LLPs) and Scottish partnerships—a policy paper has been published in respect of 

the announcement on 30 November 2021 that CGT roll-over relief and private residence relief will be 

amended to ensure that LLPs and Scottish partnerships which hold title to land are included within the 

rules. The changes will apply to disposals made on or after 6 April 2023 (OOTLAR para 1.8, Policy paper: 

CGT—disposals of joint interests in land and private residences for private residences for LLPs and 

Scottish partnerships). 

 

• Preventing CGT avoidance through share exchanges—a policy paper has been published in respect of 

the announcement at Autumn Statement 2022 that SFB 2023 will deem securities in a non-UK 

company to be located in the UK, for the purpose of CGT, where they are acquired in exchange for 

securities in a UK close company. The measure will have effect for share exchanges or schemes of 

reconstruction carried out on or after 17 November 2022 and will apply to individuals who hold more 

than 5% of the shares and securities in the UK close company prior to the exchange. The government 

will also make minor amendments to the draft legislation previously published to ensure that the 

measure applies in situations where multiple exchanges of securities take place (OOTLAR para 

1.6, Policy Paper: CGT share exchanges). 

 

• Double taxation relief—time limit for claims—a policy paper has been published in respect of 

the announcement on 20 July 2022 that SFB 2023 will limit certain extended time limit claims for 

double tax relief (DTR) calculated by reference to the foreign nominal rate of tax. The measures took 

effect from the date of announcement on 20 July 2022 and prevent new claims for DTR credit 

calculated at the foreign nominal rate of tax which could otherwise arise in relation to overseas 

dividends received by UK companies in periods prior to the introduction of distribution exemption in 

2009 (OOTLAR para 1.35, Policy paper: Double tax relief—time limit for claims). 

 

• Expansion of the SEIS—following the announcement in last year’s Growth Plan, it was confirmed that 

the amount of investment that companies will be able to raise under the seed enterprise investment 

scheme (SEIS) will increase to £250,000, the ceiling on a company’s gross assets will rise to £350,000, 

the age limit on a company’s qualifying trade at the date of investment will increase to three years, and 

https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256720&service=DOC-ID&origdpsi=0OLT
http://www.gov.uk/government/consultations/draft-regulations-the-transfer-pricing-records-regulations-2023
http://www.gov.uk/government/publications/transfer-pricing-documentation-requirements-for-uk-businesses
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1356627&service=DOC-ID&origdpsi=0OLT
http://www.gov.uk/government/publications/introduction-of-the-new-multinational-top-up-tax-and-domestic-top-up-tax
http://www.gov.uk/government/publications/introduction-of-the-new-multinational-top-up-tax-and-domestic-top-up-tax
http://www.gov.uk/government/publications/tax-administration-and-maintenance-autumn-2021
http://www.gov.uk/government/publications/capital-gains-tax-disposals-of-joint-interests-in-land-and-private-residences-for-limited-liability-partnerships-and-scottish-partnerships
http://www.gov.uk/government/publications/capital-gains-tax-disposals-of-joint-interests-in-land-and-private-residences-for-limited-liability-partnerships-and-scottish-partnerships
http://www.gov.uk/government/publications/capital-gains-tax-disposals-of-joint-interests-in-land-and-private-residences-for-limited-liability-partnerships-and-scottish-partnerships
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1356632&service=DOC-ID&origdpsi=0OLT
http://www.gov.uk/government/publications/capital-gains-tax-share-for-share-exchange/draft-legislation
http://www.gov.uk/government/publications/capital-gains-tax-share-or-securities-exchange/capital-gains-tax-share-exchange#detailed-proposal
http://www.gov.uk/government/publications/double-taxation-relief-claims
http://www.gov.uk/government/publications/double-taxation-relief-claims-time-limit/double-taxation-relief-time-limit-for-claims
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4392170&service=DOC-ID&origdpsi=0OLT
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the annual limits that apply to the investment amount on which individuals can claim tax reliefs will rise 

to £200,000. The measures will be included in SFB 2023 and will have effect from 6 April 2023 

(OOTLAR para 1.29, Policy paper: Venture Capital Schemes—expansion of the Seed Enterprise 

Investment Scheme (SEIS)). 

 

• Annual investment allowance at £1m—it was confirmed that the new Spring Budget 2023 

announcements on first-year capital allowances are made in addition to the decision made in the 

Growth Plan 2022 to permanently set the annual investment allowance (AIA) at £1m. The AIA provides 

a 100% first-year allowance for plant and machinery investments and is available not only to companies 

but also to other businesses, including unincorporated businesses and most partnerships (para 3.70, 

OOTLAR para 1.23, Policy Paper: Legislating the Annual Investment Allowance (AIA) at £1m, Spring 

Budget 2023 Media Factsheet: Cutting & Simplifying Tax for Business to Invest and Grow, Guidance: 

Spring Budget 2023 — Full expensing). 

 

• Insurance premium tax (IPT)—power to make regulations by references to notices—a policy paper has 

been published in respect of the announcements made on 30 November 2021 and at Legislation Day on 

20 July 2022 that SFB 2023 will broaden existing powers to allow HMRC to move IPT forms from 

secondary legislation and into a public notice by way of a statutory instrument (OOTLAR para 

1.53, Policy paper: Improving the administration of IPT). 

 

• Life insurance taxation—transfers and reinsurance of long-term business—a policy paper has been 

published in respect of the announcement on 15 December 2022 that SFB 2023 will, with retrospective 

effect from 15 December 2022, address the potential for a tax mismatch in the life insurance rules 

where re-insurance precedes a transfer of BLAGAB and amend section 92 of Finance Act 2012 and 

restrict its scope where substantially all the insurance risks of a book of BLAGAB are assumed by a re-

insurer, in which case any amounts received under the re-insurance contract can no longer count as 

deemed receipts within the life tax calculation (known as the I-E basis) (OOTLAR para 1.3, Policy paper: 

Re-insurance in the course of transfer of basic life assurance and general annuity business). 

 

• Electricity generator levy—following the government’s announcement at Autumn Statement 

2022 and draft legislation published on 20 December 2022, the government has confirmed that it will 

legislate in SFB 2023 for the electricity generator levy. This will be a new 45% levy that applies from 1 

January 2023 to exceptional electricity generation receipts from non-fossil fuel sources to corporate 

groups with more than 50,000 MWh of in-scope generation per annum. It will be applicable to wholesale 

receipts for electricity in excess of the benchmark price of £75 per MWh, which will be adjusted in line 

with CPI from 1 April 2024 (para 4.58, OOTLAR para 1.20, Policy paper: Electricity Generator Levy). 

 

• Energy profits levy—decarbonisation investment allowance—following the government’s 

announcement at Autumn Statement 2022, the government has confirmed that it will legislate in SFB 

2023 to set the rate of the investment allowance in the energy profits levy to 80% for investment 

expenditure incurred on upstream decarbonisation with effect from 1 January 2023 (OOTLAR para 

1.22). 

 

https://www.gov.uk/government/publications/venture-capital-schemes-expansion-of-the-seed-enterprise-investment-scheme-seis
https://www.gov.uk/government/publications/venture-capital-schemes-expansion-of-the-seed-enterprise-investment-scheme-seis
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4392170&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4392170&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/legislating-the-annual-investment-allowance-at-1m/legislating-the-annual-investment-allowance-aia-at-1m
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256724&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/improving-the-administration-of-insurance-premium-tax
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&linkInfo=F%23GB%23UK_LEG%23num%252012_14a_SECT_92%25&A=0.9077329283915523&bct=A&risb=&service=citation&langcountry=GB
https://www.gov.uk/government/publications/transfers-of-long-term-business-re-insurance
https://www.gov.uk/government/publications/transfers-of-long-term-business-re-insurance
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4409631&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4409631&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/electricity-generator-levy/draft-legislation
https://www.gov.uk/government/publications/electricity-generator-levy-introduction
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4409631&service=DOC-ID&origdpsi=0OLT
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• ATED and 15% SDLT relief under the homes for Ukraine sponsorship scheme—as previously 

announced in a written ministerial statement on 31 March 2022 (and confirmed on Legislation Day on 

20 July 2022) the government will legislate in SFB 2023 for new and temporary reliefs from the annual 

tax on enveloped dwellings (ATED) and the 15% rate of SDLT where a corporate entity makes a dwelling 

available to Ukrainian refugees under the homes for Ukraine sponsorship scheme. The changes will 

have retrospective effect from 1 April 2022 for ATED and from 31 March 2022 for the 15% rate of SDLT 

(OOTLAR para 1.67, Policy paper: Homes for Ukraine: Property Tax exemptions and reliefs). 

 

• Income tax and corporation tax exemptions for payments under homes for Ukraine sponsorship 

scheme—as previously announced on 31 March 2022, the government will legislate in SFB 2023 to 

exempt ‘thank you’ payments made by local authorities under the homes for Ukraine sponsorship 

scheme with retrospective effect from 14 March 2022 (OOTLAR para 1.68, Homes for Ukraine: Income 

Tax and Corporation Tax exemptions). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256727&service=DOC-ID&origdpsi=0OLT
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https://www.gov.uk/government/publications/homes-for-ukraine-income-tax-and-corporation-tax-exemptions
https://www.gov.uk/government/publications/homes-for-ukraine-income-tax-and-corporation-tax-exemptions
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Expert reaction 

 

Robert Salter, of Blick Rothenberg, commented— 

 

This budget by Jeremy Hunt was – in many respects – a nothing budget. There was no change to income tax rates, tax 

bands or NICs, for example. In effect, Mr Hunt’s failure to make any changes in this regard and the relatively high wage 

increases which we are seeing at the present time are in effect simply creating additional pressures for ‘middle England’ 

as more and more people become liable to fiscal drag. 

Furthermore, the steps which the Government has taken from a direct business perspective are unlikely to make any 

substantive changes to overall business investment or the wider attractiveness of the UK as an economic location. For 

example, whilst the Government has announced various changes to ‘capital allowances’, given the ongoing ‘incremental’ 

changes which have been announced by the Government over the last few years, such changes actually just create 

uncertainty for business and result in them typically being more cautious about investing in the UK. The Government 

needs to develop a clear, long-term strategy in this regard which provides companies with genuine certainty and whilst 

Mr Hunt indicated a ‘preference’ to do something akin to this, it is disappointing that he didn’t fully commit to such an 

approach in the budget. 

It is also sad that the budget didn’t address many of the core underlying problems with the tax system – either from a 

‘principles perspective’ or from a more operational angle. For example, nothing has been done to address the Higher 

Income Child Benefit Charge and the marginal tax rates of 60% or more which can arise for many families caught by 

this inequitable charge. 

Additionally, despite the ‘Open Letter’ from the Institute of Chartered Accountants in England & Wales (and other 

bodies) to the Chancellor at the start of March calling for proper investment in HMRC staffing, there doesn’t appear to 

have been any additional resources announced for the Revenue. This is despite the fact that HMRC’s under-resourcing 

is causing real problems for new businesses – e.g. foreign firms setting up in the UK and hence potentially resulting in 

real losses in tax revenues. 

 

John Endacott, PKF Francis Clark and a member of the LexisNexis Tax Consulting Editorial Board, wrote— 

 

Spring Budget: Back to the Future—Budget Overview: there were few surprises in Jeremy Hunt’s Budget Speech. There 

is a great deal in the Budget for accountants and tax advisers, and certainly plenty for us to discuss with our clients. 

Despite that, it did seem dull. That may have been the intention though, especially as most of the measures were trailed 

in advance and the delivery was soporific. 

Once the pork barrel politics of many of the spending announcements are discounted, then there are only four 

substantive new financial measures, all of which are cash outlays by the government: 

 

• a three-year full expensing (100%) of expenditure on new everyday plant and machinery and 50% on long-life 

plant and machinery—to encourage capital expenditure by companies. This is a cashflow benefit for companies 

rather than a tax break, but with a peak cost to the Exchequer of £11bn in 2024–25. Alongside an AIA of £1m 

on all capital expenditure, and a boost to R&D tax relief for the life sciences, pharma and other tech sectors, this 

gives a much more generous level of tax relief on business investment 

 

“ 
” 

“ 
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• a significant increase in free childcare provision which will be available to all children over 9 months of 

qualifying parents, from September 2024. Together with changes to Universal Credit and before and after 

school childcare provision, this is designed to help encourage more parents (but principally mothers) to add to 

the workforce. This is being supplemented by other measures to try and encourage older or disabled individuals 

to work more, through benefit changes, training support and pension tax changes. By 2026–27, these measures 

will be costing around £7bn a year 

• a three-month extension to the Energy Price Guarantee costing £3bn in 2023–24, and 

• an increase in defence spending of £2bn per year (£3bn in 2024–25) 

Like a good accountant, I’ve taken the key measures from the policy costings (the numbers published as part of the 

Budget papers). What is striking is that many of the more eye-catching parts of the Speech about spending on quantum 

computers and the like, do not feature. It looks like those are allocations of money that has already been committed to 

the industrial strategy in previous Budgets. 

In my assessment, I’ve ignored fuel duty. Strictly, there is legislation that fuel duty will increase each year and so by not 

implementing that increase, the government says that it is cutting fuel duty, but it isn’t really. Fuel duty is simply 

carrying on unchanged. 

You might feel that you’ve already heard about all these measures already – and certainly the energy price guarantee 

was pretty much announced a few weeks ago and the defence spending increase was announced by Rishi Sunak on his 

tour to the USA on Monday. 

In implementing these measures, the government’s priorities are to cut inflation and boost economic growth. Not 

putting up fuel duty and the energy price guarantee extension both help to reduce inflation and are certainly sensible. 

The payback in terms of less debt interest being payable on inflation-linked government bonds is a sizeable saving in 

itself and the measures may even be self-funding. The other measures target economic growth by trying to boost 

business investment, with the expectation of improved productivity and expanding the workforce. 

The government does seem to be finally arriving at an industrial strategy and that language was even used by Jeremy 

Hunt. However, the industrial strategy is reminiscent of ‘the white heat of technology’ and a ‘Bennite approach’ (that’s 

Tony Benn for those that are unfamiliar). In particular, the government’s computer strategy reminded me of the 

formation of ICL in 1968, which did at least fare better than the other government encouraged formation of that same 

year – British Leyland. 

It does seem that the government’s fiscal strategy is increased taxation with more active intervention in the economy. 

That may well be the best approach for where we are right now, but it is an approach that has been out of favour for 

most of my life. Monetary policy didn’t get a mention though, and interest rates are the big story of the moment, 

especially across the Atlantic. 

More specifically, for me, and our tax specialist teams advising our clients, there is plenty for us to get our teeth into. As 

well as advising on business investment and maximising claims for capital allowances, the pension changes are very 

important for our medical profession clients, for our professional practice clients, for clients with large pension funds 

with our financial planning arm and for those owner managed businesses wanting to mitigate corporation tax on profits 

and with sufficient surplus funds to build up large pension funds for the future.  

 

Hilary Barclay, of Burges Salmon and a member of the LexisNexis Tax Consulting Editorial Board, 

commented— 

 

Unsurprisingly, this Budget was aimed at elections and expiations, neither of which made it into the Chancellor’s speech 

in the key of E. (Perhaps he had expended all of his energy on the four pillars, he did sound slightly exhausted.) But 

enough about politics. 
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From a corporate tax perspective, there were a few noteworthy points (though perhaps less transformational than the 

business tax ‘factsheet’ would have us believe). As expected, the corporation tax rate will increase for larger companies, 

with a lower rate and marginal relief for smaller ones. There has been a collective sigh of relief (not least from renewable 

energy project developers) on the capital allowances announcements. These include the replacement of the super-

deduction with a “full expensing” regime for main rate plant and machinery. The 50% first year allowance for special 

rate assets will stay, as will the first year allowance for electric vehicle charging points (the latter only for two years) and 

the £1m threshold for the annual investment allowance. 

Energy is a continuing area of focus, with the already-in-force electricity generator levy rules finally being legislated for 

in the “Spring Finance Bill 2023” (warming us up for an Autumn Finance Bill 2023 for those all-important pre-election 

giveaways). Separately, and as expected, the investment allowance rate in the energy profits levy will rise to 80% for 

investment expenditure on upstream decarbonisation. (No thoughts have been spared for tax professionals’ ability to 

recall correctly the names of these levies, no matter how well we know the rules.) 

On the investment incentives and reward side, there is a welcome simplification for businesses wishing to grant options 

under the Enterprise Management Incentives (EMI) scheme. The Seed Enterprise Investment Scheme (SEIS) thresholds 

will increase, as previously announced. The increase in the pension contribution annual allowance to £60k and the 

removal of the lifetime limit altogether will also be welcomed by higher earners. 

On the international front, there is no escaping the fact that the OECD’s Pillar Two rules and Mandatory Disclosure 

Rules are here. Smaller tweaks include a tightening up of the transfer pricing documentation rules. Also, some EU based 

provisions will go, including an extended time limit for certain double tax relief claims and the ability for EU and EEA 

charities to qualify for UK charitable tax reliefs. 

At least we can all be grateful that tax is getting simpler and we no longer need the Office for Tax Simplification, the 

abolition of which has sadly been confirmed today. 

 

David Klass, of Hill Dickinson LLP, remarked— 

 

Few had been expecting the Chancellor to reverse the by now long-planned increase in the rate of corporation tax. Yet 

the Budget notes pointedly that 25% still represents a “competitive headline Corporation Tax rate” and that the UK has 

the lowest rate in the G7. Of more practical impact is the introduction of “full expensing”, proposed for the next three 

years, effectively providing a 100% allowance against the cost of plant and machinery (with the allowance for certain 

types of asset being limited to 50%); and, of course, in light of the increased tax rate these now become particularly 

valuable to the taxpayer. Indeed the Budget is at pains to show that the net present value of these allowances makes 

them among the most valuable in the OECD. 

This comes together with a boost for ‘R&D intensive’ SMEs – SMEs whose R&D expenditure constitutes at least 40% of 

total expenditure–which will be entitled to an increased amount of payable credit, at the rate of 14.5%, for qualifying 

expenditure. Other items that also caught the eye include the relaxation of certain compliance aspects of the EMI share 

option regime (which are in a similar vein to the beneficial amendments to the CSOP option regime already announced 

last November). And the heat continues to be turned up on tax avoiders–more specifically, promoters of tax avoidance 

schemes: the Government intends to introduce a new criminal offence for those who continue to promote such schemes 

despite having been warned against doing so by HMRC; along with the threat of disqualification for directors (and other 

individuals “who exercise control or influence over a company”) involved in the promotion of tax avoidance. 
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Ben Jones, of Eversheds Sutherland, commented— 

 

The Budget has included a very significant change in relation to property tax, with the Chancellor announcing a full tax 

deduction in each year for the next three years for qualifying capital spend on plant and machinery and a 50% rate for 

integral features. This should provide a significant boost to capital intensive industries such as real estate development, 

and will be particularly welcome given the imminent increase in corporation tax to 25% from April 2023. The 

announcement that an elective accruals basis for the carried interest rules will be introduced is a positive development 

for UK resident investment managers, and the announcement that sovereign immunity from direct taxation will 

continue to operate on its current basis will help to support the UK’s competitiveness. The changes announced to 

simplify the popular Enterprise Management Incentive (EMI) processes are a result of many years of lobbying by 

practitioners to remove problematic requirements, but further simplification of this very valuable employee incentive 

is desirable, given that some of HMRC’s recent published guidance in the context of EMI options remains unclear (and 

even, in some areas, unhelpful). 

 

William Arrenberg, of Herbert Smith Freehills LLP, remarked— 

 

When Chancellors cut the rate of corporation tax, they tend to focus on the headline rate. In contrast where rates are 

rising – as was again confirmed today – the rhetoric tends to shift to effective tax rates, and specific reliefs and 

allowances. In that context the business tax announcements today contain relatively few surprises – not least as many 

had been trailed to varying degrees in recent weeks. But the message to business was that lower CT rates had not 

generated the behaviours (i.e investment) that the Government had hoped for. So instead what we now see are higher 

rates offset, for those who invest in the manner desired by the Chancellor, by more targeted (and more generous) 

allowances and reliefs. In particular we now have the new ‘full expensing’ capital allowances (or put another way, 100% 

first year capital allowances for main rate assets) and enhanced R&D related reliefs, alongside a plethora of other 

targeted reliefs. It seems clear that this Chancellor intends, to a greater extent than some of his predecessors, to try to 

drive specific business decisions using tax as a lever.  

 

Caroline Colliston, Executive Partner (Scotland), DWF Law LLP, remarked — 

 

With an election on the foreseeable horizon, today's Budget appeared to be hoping to fill a lot more than pot holes and 

pension pots. The reality is that many of the announcements appear to be there to fill or at least paper over the Brexit 

and prior budget black holes. 

With a key focus on making the UK a greater employed and productive nation, incentives are being offered to ensure 

more people 'return to work' from returnships to childcare support. Businesses are being encouraged to spend (and 

expense), research and develop, invest and employ at the same time as facing a hike in corporation tax from April. In 

addition, investment zones are to be created across the UK and business rates look set for further devolved 

responsibility in the West Midlands and the Manchester Combined Authorities. 
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