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Spring Budget – help or hinder?  

Many business owners will have tuned into the Chancellor’s Spring Budget speech with bated breath hoping for 
additional help to manage the current cost crisis. While there were certainly some helpful giveaways to businesses, 
many SMEs will still be wondering what support is really forthcoming from the Government in the months ahead.

A key concern for many companies going into the Budget was the 
upcoming increase in Corporation Tax rates from April. After 1 April, 
small companies with profits of up to £50,000 will continue to pay CT 
at 19 per cent thanks to the small profits rate. However, companies 
with profits of £250,000 and over will pay CT at 25 per cent. 

Those companies between this upper and lower threshold will pay 
CT at the top rate of 25 per cent but benefit from marginal rate relief 
that reduces their effective rate of tax on a sliding scale depending 
on their level of profitability. To calculate this, all profits between 
£50,001 and £250,000 are effectively taxed at a rate of 26.5 per cent. 

As an example, if a company enjoyed profits of £150,000 the first 
£50,000 would be taxed at 19 per cent and the remaining £100,000 
at 26.5 per cent. As a result, the company would receive a tax bill 
of £36,000, which means that the actual tax rate that applies is 
24 per cent. 

The Chancellor’s response to these concerns was the introduction 
of full Expensing from 1 April 2023, replacing the Super Deduction. 
It will allow companies to write off the full cost of qualifying plant 
and machinery investments in the year of the investment. The 
measure initially applies for three years but the Chancellor said  
he hoped to make it permanent “when fiscal conditions allow”. 

However, many experts have queried exactly who this new measure 
will support. This new relief is not available to unincorporated 
businesses and it works alongside existing Capital Allowances, like 
the Annual Investment Allowance, which already provides SMEs with 

a £1 million allowance for eligible plant and machinery expenditure. 
Jeremy Hunt also introduced a new ‘enhanced credit’ for some R&D 
intensives businesses was announced in a bid to encourage growth 
and attract investment. This will come into effect on 1 April 2023.

To be considered R&D intensive, a company’s qualifying R&D 
expenditure should be worth 40 per cent or more of its total 
expenditure. This announcement targets R&D-intensive SMEs 
making a loss. Those eligible will be able to claim a rate of  
14.5 per cent in comparison to the 10 per cent rate that 
non-R&D intensive loss-making companies can claim.

The initiative will be beneficial to some SMEs who are facing the 
Corporation tax rise and previously proposed cut in the rate to  
R&D relief, but many less innovative companies won’t benefit 
from this change and instead, face a cut to their R&D tax relief 
previously announced in the Autumn Statement.

Overall, the reaction to the Spring Budget has been somewhat 
subdued. While there were some small giveaways and a promise 
of growth, the measures introduced could have gone further and 
possibly supported businesses more, particularly with rising 
energy costs. 

If your clients are concerned about upcoming changes to taxation 
or the ongoing cost crisis, then it is important that they seek advice 
sooner rather than later. We can offer advice on a wide range of 
insolvency and restructuring options to help your clients navigate 
these challenging times, so speak to us.


