
R&D Tax Relief Reform

From 1 April 2023, we will see 
changes to both the SME and 
RDEC schemes, as well as the 
introduction of a new scheme.
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Changes to Capital Allowances

Two major changes were announced during 
the Chancellor’s Spring Budget regarding  
companies continuing to invest in their 
capital infrastructure. 

Read more on Page 3.
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From 6 April 2023 there will be a reduction to the additional rate threshold from 
£150,000 to £125,140. This will result in increased income tax payable for higher 
earners. The personal allowance, the basic rate and higher rate income tax thresholds 
are currently frozen and are set to remain at these levels until April 2028. As the 
thresholds are not rising in line with salaries, this will result in individuals paying  
more tax on their income each year. 

The current dividend allowance is £2,000, this 
will be cut to £1,000 from 6 April 2023. From 
6 April 2024 this will be reduced further to 
£500. Individuals in receipt of taxable dividend 
income above the dividend allowance will be 
affected by this. The rate of tax payable will 
depend on the individual’s income tax band. 
The rates of dividend tax will remain the same 
from 6 April 2023 - 8.75% where the dividends 
fall within the basic rate band, 33.75% where 
they fall within the higher rate band and 
39.35% where they fall within the additional 
rate band. 

Taking both measures together this could have 
a significant impact on cash flow. With the 
rising cost of living and potential increases in 
tax liabilities looming, it is more important 
than ever to take time to plan for the year 
ahead to ensure that your remuneration 
structure is as tax efficient as possible.  

Pension savings, charitable giving and investing 
in tax efficient investments are some ways in 
which you could reduce your exposure. 

If you would like to discuss your individual 
circumstances, please get in touch with our 
Private Client Taxperts.

Tax Increases and Dividend Allowance Cuts

As we reach the end of the 2022/23 tax year, HMRC will shortly be issuing notices 
to individuals to complete their self-assessment tax returns. The deadline for filing 
2022/23 returns is 31 January 2024 if filed electronically (or 31 October 2023 if a paper 
return is filed), however we would encourage taxpayers to deal with their returns as 
soon as possible. Filing returns as early as possible will give a taxpayer confirmation 
of how much tax they will have to pay by 31 January 2024, allowing them to take 
steps to ensure they have sufficient funds available when the tax falls due. 

Second payments on account for 2022/23 will  
also be due by 31 July 2023. If your 2022/23  
tax return is prepared before this date and  
your 2022/23 tax liability calculated, it can be  
assessed whether this full July payment needs  
to be paid, or whether it is possible to reduce  
your 2022/23 payments on account. Payments  
on account are based on your previous year’s  
tax bill, so if your 2022/23 tax liability is lower  
than the previous year, for example due to  
reduced income or profits, or due to higher 

reliefs to be claimed (such as relief on pension 
contributions, Gift Aid donations or on tax-
efficient investments made such as EIS or SEIS) 
it may be possible to reduce your payment. If 
your payments are not reduced and ultimately 
exceed your total tax bill, then a repayment  
can be claimed from HMRC. 

For more information on reducing your 
payments on account or assistance with 
preparing your tax return, get in touch  
with our Private Client Taxperts.

Assessing Payments on Account 



Changes to Capital Allowances in the Spring Budget
Two major changes were announced during the Chancellor’s Spring Budget which are 
aimed at encouraging companies to continue to invest in their capital infrastructure.  
With the super-deduction scheme ending on 31 March 2023, these changes, effective 
from 1 April 2023, will be very welcome by companies with a high annual capital spend. 

Full expensing
Effective from 1 April 2023 to 31 March 2026, 
companies can claim 100% of the cost of new 
plant and machinery in the year it is incurred. 
This relief applies to assets qualifying for 
main pool allowances, and therefore excludes 
cars, integral features and other items only 
qualifying for special pool allowances. This 
relief essentially works in the same way as the 
Annual Investment Allowance (AIA), but with 
no upper limit. 

The 50% first-year allowance (FYA)
The current FYA which was introduced  
on 1 April 2021 and expected to end on 
31 March 2023, which allows companies to 
deduct half the cost of certain plant and 
machinery from their profits in the year of 
purchase, will continue until 31 March 2026. 
This relief applies for new special rate and 
long-life assets, such as heating systems and 
solar panels. After the 50% deduction in  
the year of acquisition, the remaining 50% 
will then be written down annually at the 
current rate of 6%. 

Whilst these are welcome changes for larger 
companies and groups with capital spend in 
excess of £1million each year, smaller companies 
might not notice any impact of these changes. 
With the AIA now permanently set at £1million, 
it is likely that most SMEs capital expenditure 
will be covered by the AIA with no requirement 
to use these new allowances. 



What the Budget did not change!
With continuing concerns in the business community and among high-net-worth 
individuals, there was a collective sigh of relief that there were no major changes 
announced to either Capital Gains Tax (CGT) nor Inheritance Tax (IHT).

With CGT, other than a preannounced reduction 
in the annual exemption to £6,000 for 2023/24 
that will be covered below, the Chancellor’s 
silence means that there remain excellent tax 
planning opportunities for disposal, succession, 
and reconstruction. There continues to be 
significant concern that if there is a change  
in UK Government, that there may be an 
alignment in CGT and income tax rates. 
We urge clients to consider their options 
particularly if major changes are expected  
in the near future.

The silence related to CGT was replicated 
for IHT, and again this means that the major 

reliefs, both Business Property Relief and 
Agricultural Property Relief remain intact. 
Concerns have been expressed that a form of 
wealth tax may be introduced but there is no 
immediate likelihood of this. With extensions 
to pension lifetime allowances, use of pensions 
in IHT planning may be extended.

Sometimes Budgets are more important for 
what is not changed, which is the case for the 
2023 Spring Budget. However, we cannot assume 
that CGT and IHT will continue to provide such 
a generous set of reliefs and conditions and 
we therefore suggest you speak with your 
accountant to consider how these can be used.

Capital Gains Tax changes from 6 April 2023 
The CGT tax free allowance is set to reduce from £12,300 to £6,000 from 6 April 2023 
and then reduce again to £3,000 from 6 April 2024. Anyone selling assets at a gain will 
need to factor in the additional tax that may be payable as a result of this reduction. 
The CGT tax free allowance for most trusts will reduce from £6,150 to £3,000 from  
6 April 2023 and then to £1,500 from 6 April 2024.

The rates remain the same, these are: Basic Rate Taxpayer Higher Rate/
Additional Taxpayer

Residential Property 18% 28%

Other Assets 10% 20%

Trusts – Residential Property/ Other Assets  N/A 28%/20%

Another change which takes place from 6 April 
2023 is the tax treatment of the transfer of 
assets on separation and divorce. Currently 
spouses and civil partners that have separated 
are only able to transfer assets at a no gain  
no loss up to the end of the tax year in which 
they separate. Any assets transferred after  
that are treated as gifts and liable to CGT. From  
6 April 2023 the UK Government have announced 
that separating spouses and civil partners will 
be given up to three years after the year of 
separation to make no gain/no loss transfers. 

The no gain/no loss treatment will also apply 
to assets transferred as part of a formal divorce 
agreement. Where a spouse or civil partner 

retains an interest in the former matrimonial 
home, they will be given an option to claim 
Private Residence Relief when it is sold. Where 
an individual has transferred their interest  
in the former matrimonial home to their  
ex-spouse or civil partner and are entitled to  
a share of the proceeds on the eventual sale  
of that property, they will be able to apply  
the same tax treatment to the proceeds as 
would have applied at the date of transfer. 

The new rules should make the process fairer 
for spouses and civil partners on separation 
and divorce and will benefit those who have 
more complex affairs where the divorce 
proceedings are likely to exceed one year. 



Corporation Tax Changes & Associated Companies 

From 1 April 2023, the UK corporation tax rate will increase from 19% to 25%, 
marking the largest rise in the tax rate in almost 50 years. The decision was made 
by previous Chancellor Rishi Sunak in the 2021 budget as a way to help pay for the 
economic support provided during the COVID-19 pandemic and to start to tackle the 
national debt. After a series of back and forth, it has been confirmed that this change  
will take effect as planned.

The corporation tax rate increase will apply to 
companies whose taxable total profits exceed 
the “upper profits limit” of £250,000. A new 
“small profits rate” has been introduced at the 
old rate of 19%, for those companies whose 
taxable total profits do not exceed the “lower 
profits limit” of £50,000. 

Where profits fall between these limits, a 
company will pay tax at the main rate of 25% 
reduced by marginal relief. This deduction 
means that there is a gradual increase in the 
rate of corporation tax paid between the lower 
and upper profit limits.

The upper and lower profit limits will be 
divided by the number of associated companies. 
Therefore, companies should evaluate their 
group structure and associates to ensure that 
it is not pulling them into a higher rate of 
corporation tax which they possibly do not  
need to be paying.

A further change being introduced at this time 
is the return of the associated companies rules. 
Broadly speaking, a company is associated with 
another company at any time when:

• One company has control of the other

• Both companies are under the control  
of the same person or group of persons

This replaces the 51% group company test 
for quarterly instalment purposes. With rising 
interest rates, it is more important than  
ever than companies are aware when they  
fall into the quarterly instalment regime as 
failure to make payments may result in large 
interest charges.

If you would like to discuss your company 
structure or how the new rates will impact  
your business, please get in touch with our  
EQ Taxperts.



Sector Related Planning Points for 2023
At EQ, we act for a significant number of clients in key sectors and set out below are 
some planning points for those groups. This summary excludes agriculture which will 
be reviewed separately in our next Agriculture Bulletin. Our notes are not intended to 
be exhaustive, but some of the specific areas we encourage you to speak about with 
your adviser.

LEISURE HEALTHCARE 

• CGT and IHT planning affecting business 
structuring, disposal, and reconstruction

• Capital allowances changes

• Pensions planning

• Corporation tax rises and  
removing associated companies

• Profit extraction

• Pensions planning

• Capital allowances changes

• Profit extraction

• Basis period changes

PROPERTY AND CONSTRUCTION PROFESSIONS

• Corporation tax rises and  
removing associated companies

• Capital allowances changes

• Use of capital taxes relief

• Basis period changes for partnerships

• CGT and IHT planning

• Pensions and other tax  
efficient investing

FOOD & DRINK ENGINEERING & MANUFACTURING

• Capital allowances

• Corporation tax rises and  
removing associated companies

• R&D tax credit extensions

• Profit extraction

• Capital allowances

• Corporation tax rises and  
removing associated companies

• R&D tax credit extensions

• Profit extraction

TECHNOLOGY CHARITIES

• R&D tax credit extensions

• Audio visual reliefs

• Use of share schemes

• Capital taxes planning

• Increase to SEIS limit

• Structuring of trading  
and charitable activities

• Corporation tax rises  
and removing  
associated companies

Whatever your sector, contact our experts and we’ll be happy to discuss how the Budget 
might affect you and indeed what opportunities remain for you.



R&D Tax Relief Reform
From 1 April 2023, we will see changes to both the SME and RDEC schemes, as well as 
the introduction of a new scheme announced by Chancellor Jeremy Hunt in his 2023 
Spring Budget.

SME Scheme 
Under current rules, SMEs obtain an additional 
130% deduction on their qualifying R&D spend 
resulting in a total tax deduction in the sum 
of 230% of the amount spent on qualifying 
R&D. Where the company is in an overall loss 
position, it could surrender these losses for a 
cash repayable credit equivalent to 14.5% of 
the loss surrendered. 

For expenditure incurred from 1 April 2023, 
the rate of R&D relief for SMEs will be reduced 
from 130% to 86%. In addition, the rate at 
which losses can be surrendered will reduce 
from 14.5% to 10%. 

RDEC Scheme
The RDEC scheme currently enables claimant 
companies to obtain a taxable credit equal 
to 13% of their qualifying R&D expenditure. 
Given this credit is taxable, the effective savings 
rate is currently 10.53%. Under the proposed 
changes, the RDEC rate will be increased from 
13% to 20%, coupled with the increase in the 
corporation tax rate means the effective  
savings rate will be 15%. 

R&D Intensive SMEs
A new credit will be available for loss making 
SMEs with qualifying R&D expenditure equal  
to 40% or more of their total expenditure.  
The credit will be paid at a rate of 14.5% of  
the qualifying R&D expenditure, meaning an 
SME claiming this new tax credit will receive  
an effective relief rate of 27%.

Whilst the above is good news for companies 
claiming under the RDEC scheme, there’s no 
doubt that the SME scheme will be less generous 
going forward. However, the tax savings on 
offer will still make it worthwhile for qualifying 
companies to make a claim.

With increased HMRC scrutiny, it is more 
important now than ever to ensure you are using 
a reputable firm to submit your R&D claims.



Talk to the EQ Taxperts
Looking for Trusted Tax Advice?

eqtaxperts.com

We are always happy to offer free, no obligation, 
initial consultations, and often act on a tax 
consultancy basis only.

For more information on any of the services 
outlined in this bulletin, or to discuss a particular 
issue with one of our advisors please get in touch. 

Talk to the EQ Taxperts today.

Disclaimer: We make every effort to ensure that the information provided is accurate and up to date; however, EQ Accountants LLP 
cannot be held responsible for any action taken, or not taken, as a result of reading this publication.  
Contact us at taxation@eqaccountants.co.uk or 01382 312100 for specific advice on how the issues raised could affect you.

01382 312100
taxation@eqaccountants.co.uk

Budget Summary 2023
For our full analysis of Spring Budget announcements and what they mean for you  
and your business, you can download our Budget Summary here.

You can also view and download our Tax Rates card that provides the tax rates for 
2023/2024 here.

https://eqtaxperts.com/
https://eqtaxperts.com/publications/spring-budget-summary-2023/
https://eqtaxperts.com/publications/spring-budget-summary-2023/
https://eqtaxperts.com/publications/tax-rates-23-24/
https://eqtaxperts.com/publications/tax-rates-23-24/



