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Autumn Statement 2023

Key announcements
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The Chancellor, Jeremy Hunt, presented his Autumn Statement on, 22/November 2023,
focussing on five areas: reducing debt, cutting tax and rewarding hard work, backing British
business, building domestic and sustainable energy ang"delivering=a world-class education.
From a tax and National Insurance perspective, highlights in¢luded the abolition of Class 2
National Insurance and a reduction in the rate of bgth Class™4 and primary Class 1 National
Insurance contributions. The Chancellor also extended the Veterans upper secondary National
Insurance threshold. Other changes included freezing of the small business multiplier,
maintaining the pension triple lock, and makingfull expensing (capital allowances) for
companies permanent. The devil will as ever bedn the detail. While the smoke and mirrors
attempt to suggest that this is a tax cutting budget, we have to remember that rates have
already increase well beyond these measures. A key point is that the overall tax burden is still
rising, and the OBR forecasts remainypessimistic, and we remain in a situation where we have
the highest reduction in living,standards since 1955.

Key dates

From 6 January 20243 thenmain rate of primary Class 1 contributions payable by employees is to fall
from 12% to 10%. Frem 6 April 2024, Class 2 National Insurance contributions, payable by the self-
employed, are to,be abolished and the main rate of Class 4 National Insurance is to be cut from 9% to
8%. This note outlines some of the key Autumn Statement announcements.

Nati@pal, Insurance contributions
Thegkey giveaways were in the form of National Insurance rather than tax.

The National Insurance regime for the self-employed is to be simplified. From April 2024, Class 2
National Insurance contributions are to be abolished. These are flat rate contributions payable by the
self-employed which provide entitlement to the state pension. They are payable at a rate of £3.45 per
week for 2023/24 where profits exceed the lower profits threshold of £12,570, Self-employed earners
whose profits are between the small profits threshold (£6,725 for 2023/24) and the lower profits
threshold are treated as having paid Class 2 contributions at a zero rate. Self-employed earners with
profits below the small profit’s threshold can pay Class 2 contributions voluntarily.

23 November 2023



The self-employed also pay Class 4 contributions on their profits. From 6 April 2024, the main Class 4
rate (payable between the lower profit limit of £12,570 and the upper profit limit of £50,270) is to be cut
from 9% to 8%.

Following the abolition of Class 2 contributions, self-employed earners with profits of at least £12,570
will continue to receive access to contributory benefits and build up entitlement to the state pension.
Where earnings from self-employment are between £6,725 and £12,570, the self-employed earner will
not pay National Insurance contributions but will continue to access contributory benefits and build up
entitlement to the state pension through a National Insurance credit. Self-employed earners with
profits of less than £6,725 per year will continue to be able to make voluntary contributions at the
2023/24 Class 2 rate of £3.45 per week.

Employees also benefit from a reduction in the primary Class 1 rate, payable on earnings bétweenjthe
primary threshold of £12,570 and the upper earnings limit of £50,270. This will fall from 42% to20%
with effect from 6 January 2023. There is no change to the secondary Class 1 rate payable hy
employers, which remains at 13.8%.

The upper secondary threshold for veterans, which applies to the first year ofian*atmed forces
veteran’s employment since leaving the armed services is extended for a further year so it will
continue to apply for the 2024/25 tax year. Employers only pay Secondary Glass 1 contributions to the
extent that the veteran’s earnings exceed the threshold, set at £967 per week, £4,189 per month and
£50,270 per year.

Making Tax Digital
The Government are to amend the design of Making Tax Digital (MTD) to:

¢ simplify the requirements for taxpayers providing quarterly updates;

e remove the end of period statement;

e exempt some taxpayers, including those without a National Insurance number, from MTD; and
e enable taxpayers within MTD to be represented by more than one agent.

They will keep the decision as to whetherlandlords and businesses with income below £30,000
should be brought within MTD undgrreview.

National Living Wage

The National Living Wage.is‘tose increased to £11.44 per hour from 1 April 2024 — an increase of
9.8% from its current level of, £2042 per hour. It is currently payable to workers aged 23 and above,
but from 1 April 2024, will be"payable to workers aged 21 and above.

State pensi@n

The single tiesState pension (available to those who reached state pension age on or after 6 April
2016) isito'be inCreased by 8.5% in line with the full triple lock to £221.25 per week from April 2024.

Fulhexpensing

Full expensing provides companies with a 100% first-year allowance for qualifying expenditure on new
plant and machinery that would otherwise qualifying for writing down allowances at the main rate of
18%. Unlike the annual investment allowance, there is no limit on the amount of qualifying expenditure
that can benefit from full expensing.

Full expensing was originally introduced for qualifying expenditure incurred in the three years to 31
March 2026. It is now to be made permanent. The Government are also to consult on possible
changes to simplify the capital allowances legislation.

23 November 2023



Pension reforms
The Government have announced a package of pension reforms which will allow individuals to move
towards having one pension pot for life.

Research and Development

The research and development tax reliefs are to be reformed from April 2024. For accounting periods
starting on or after that date, there will only be two schemes available — the merged research and
development expenditure credit scheme and the SME intensive scheme. The threshold for R&D to be
considered ‘intensive’ is to be reduced to 30% from 40%.

Business rates

The small business multiplier is to remain at its current level for 2024/25, but the standard multiplier
will rise in line with inflation.

Businesses in the retail, hospitality and leisure industries will continue to benefitfrom the 75%
business rates discount for a further year.

Visual effects industries
The Government are to provide additional tax relief for expendituregonyvisual effects and have
launched a call for evidence to inform policy design.

Alcohol duties

Alcohol duties are to be frozen until 1 August 2024.

Please call if you need help with any of the issdes raised in this alert.
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