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Budget 2022
Earlier today, Rishi Sunak delivered his ‘Spring Statement’.
The previous two Spring Statements were dominated by 
vast spending and multi-billion pound bailout strategies 
to help businesses and families through the Covid-19 
pandemic. 

Today, the Chancellor faced new challenges, the most 
significant being the cost of living crisis. Further pressure 
mounting with the announcement this morning that 
inflation had hit 6.2% for February which is a 30- year 
high.

What did the Chancellor say today?

The Chancellor opened with his regret over the war 
in Ukraine, setting the scene to discuss how this and 
sanctions against Russia will further exacerbate a 
growing global economic crisis. The Chancellor said that 
helping families with the cost of living is a priority and 
three immediate measures were announced:

1. Fuel duty will be cut by 5p per litre from 6pm tonight 
until March 2023

With fuel duty on the rise and prices hitting record highs, 
the Chancellor announced that the fuel duty rates will be 
slashed temporarily, staying in effect until March 2023. 
The rates for diesel and petrol will be cut by 5p per litre, 
which will be the biggest cut in fuel duty and the first cut 
in two decades.

Cutting fuel duty to this level could deliver savings for 
consumers worth over £5 billion over the next year and 
will save the average UK car driver around £100. The 
overall impact of this cut maybe somewhat ineffective 
to the steady rises in prices by the retailers, who may 
choose to absorb the majority of the duty cut. 

However, this didn’t go far enough for those businesses 
which have significant transport obligations, and who 
were quick to point out this is effectively the additional 
VAT that the government is collecting at the pumps due 
to the huge increase in prices over recent months. 

2. Home owners will pay no VAT on energy efficient 
measures:

To help households improve energy efficiency and keep 
heating bills down, the government will expand the 
scope of VAT relief available for energy saving materials 
(ESMs), including solar panels and insulation. Further, 
taking advantage of Brexit freedoms, this relief extends 
to additional technologies, like wind and water turbines, 
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which were previously restricted by a Court of Justice of 
the European Union ruling. 

The government will also increase the relief further by 
introducing a time-limited zero rate for the installation 
of ESMs. A typical family having roof top solar panels 
installed will save more than £1,000 in total on 
installation, and then £300 annually on their energy bills. 
The changes will take effect from April 2022. 

3. Vulnerable households will benefit from a £500m 
increase to Household Support Fund

It was announced that the additional funding will be 
available from April and goes towards supporting 
vulnerable households. 

The funding is given to councils in England and primarily 
used to support households with the cost of essentials, 
although local authorities have flexibility to best address 
local needs.
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After highlighting the above, the Chancellor then 
detailed how he was going to tackle the cost of living 
crisis, specifically the pressure on wages and rising 
costs. 

The announcements as we understand them are 
detailed below, no doubt over the coming days and 
weeks more details will emerge on how some of these 
measures will be implemented.



Individual measures
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Income Tax – 1% Cut 

The Chancellor announced the first cut to 
basic rate income tax in 16 years. From 2024, 
taxpayers will benefit from a 1% reduction on 
the basic rate of income tax from 20% to 19%. 
This will provide an average saving of £175 per 
year. Where a taxpayer meets the top end of 
the basic rate band, this could offer a tax saving 
of £374. 

It is estimated that 30 million taxpayers will 
benefit from this policy and the new basic rate 
of tax will apply to non-savings, non-dividend, 
savings, and default basic rate applicable to 
trustees and non-residents. 

There will be a transitional period on Gift Aid 
Relief in order to continue to provide relief at 
20% for an additional 3 years. This will be worth 
over £300m to over 70,000 charities in the UK. 

NIC thresholds on the rise

The government has brought forward their 
plans to bring the National Insurance Primary 
Threshold (PT) and Lower Profits Limit (LPL) in 
line with  the personal allowance.

This increases the threshold from £9,880 to 
£12,570 in July 2022 resulting in a tax saving 
worth over £330 for the typical employee; with 
the equivalent saving of £250 for those who 
are self-employed.

What is the effect on employees?

To ensure that payroll systems are updated 
correctly, the increase will be brought in from 
July 2022. Employees will be able to earn £190 
a week without paying class 1 NICs up to 5 July 
2022, increasing to £242 a week following this 

date. The threshold is set to remain in line with 
the personal allowance.

What is the effect on those who are self-
employed?

Those who are self-employed pay NICs on 
an annual basis at the end of the tax year. For 
the 2022-23 tax year, the self-employed will 
be able to earn £11,908 before paying Class 
4 NICs, rising to £12,570 from April 2023 
onwards.

In addition to this, the government has 
increased the limit at which self-employed 
individuals begin to pay Class 2 NICs, meaning 
that those individuals who earn between the 
small profits threshold (£6,275) and £12,570 
will no longer pay Class 2 NICs, but will 
remain entitled to contributory benefits. This is 
estimated to benefit around half a million self-
employed people by up to £165 a year.

The increase in the thresholds is welcome, 
but with the NIC increase for employees and 
employers across the board from April 2022 
this feels very much like ‘robbing Peter to pay 
Paul’. 



Employment allowance set to 
increase

In an effort to further support business 
and encourage economic growth, the 
government has again announced an 
increase to the employment allowance.

An increase of £1,000, bringing the total 
allowance to £5,000 per year will be 
introduced from April 2022 resulting in 
around 495,000 business benefitting 
from the measure.

Business measures
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R&D tax relief

In the Autumn 2021 Budget, the Chancellor announced that there would be reforms to the 
R&D Tax Relief regime to support modern research methods. We expected this to be done by 
expanding the categories of qualifying expenditure to include data and cloud computing. 

The 2022 Spring Statement announced the specifics of these reforms (to come into effect in April 
2023) setting out support for data and cloud computing costs, allowing businesses to claim relief 
on R&D supported by pure mathematics and refocusing relief on R&D undertaken in the UK.

These changes will allow companies to claim for costs incurred that relate to the storage of vital 
data, supporting data-heavy research.

There will also be an expansion of the qualifying expenditure to include all mathematics, which 
will greatly assist sectors such as artificial intelligence, quantum computing and robotics, whilst 
also supporting sectors such as manufacturing and design. 

It has been confirmed that vital R&D undertaken by businesses based in the UK can continue to 
qualify where there is a material or regulatory requirement for this work to be carried out overseas.

Further reforms and improvements will be expected at the next Budget.

There has already been the creation of a new HMRC team focused on abuse of R&D tax relief and 
it is expected that further methods to tackle abuse will be considered.   

Business Rates Relief

The business rates multiplier, which has 
been frozen at 2020/21 levels, will remain 
frozen for another year until 31 March 
2023. 

From 1 April 2022, eligible retail, 
hospitality and leisure businesses will 
benefit from a new temporary 50% 
business rates relief up to £110,000.

From 1 April 2022, there is a new business 
rates exemption for eligible plant and 
machinery used in onsite renewable 
energy generation and storage.



Company share 
option plans
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Growing businesses need skilled people to put their 
innovation into practice. Those companies with 
the highest growth prospects can face the greatest 
difficulties in attracting and retaining specialist skills. 
At the Budget in 2020, the government launched 
a review of the Enterprise Management Incentive 
(EMI) scheme, to ensure it provides support for 
high-growth companies to recruit and retain the 
best talent so they can scale up effectively, and 
to examine whether more companies should be 
able to access the scheme. The government has 
concluded that the current EMI scheme remains 
effective and appropriately targeted. 

However, the scope of the review will be expanded 
to consider if the other discretionary tax-
advantaged share schemes should be reformed to 
support companies as they grow beyond the scope 
of EMI.

This is excellent news given that at one point EMI 
was considered to be at risk. 

Staff training and the apprentice scheme

The government’s ambition is to encourage greater levels of private sector investment in 
employee training, both for apprentices and for employees more generally. The UK corporation 
tax system already allows companies to deduct any costs of staff training fully from taxable profits, 
where this is relevant to their business. However, even though the UK tax system provides the 
same level of reward as in most other countries, the amount UK companies spend on training 
their employees remains relatively low.

The government will consider whether further intervention is needed to encourage employers 
to offer the high-quality employee training the UK needs. This will include examining whether 
the current tax system – including the operation of the Apprenticeship Levy – is doing enough to 
incentivise businesses to invest in the right kinds of training.



Our view

The Chancellor’s speech lasted 25 minutes and was a robust affair with heckling and cheers across 
the chamber- but on closer examination of the rhetoric and the details that have been released, the 
overall impression is that the Chancellor has given little. This cannot be a surprise given the £360bn 
black hole that the Coronavirus pandemic has cost, the impact of Brexit on import costs and the 
energy crisis which began much earlier than the Ukrainian conflict. It could be argued the Chancellor 
did not go far enough, but he had very little to work with. 

The most significant measure was the drop in income tax, however this is only due to take effect 
in 2024 and will be more than offset by the increase in the NIC rate for those earning over the NIC 
threshold. 

For businesses there was scant relief for the significant pressures that they will be facing in the 
coming weeks and months. Wage pressure will not have been eased by the above measures; fuel 
duty relief was not nearly where the transport sector had hoped it would be and there will be no 
delays in the NIC increases due this year and CT rises due next year. 

Businesses and entrepreneurs will do well to stand still with all the above particularly with inflation 
skyrocketing. 

Annual Investment Allowance and 
Super Deduction
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The government currently has generous temporary capital allowance incentives in place, namely 
the increased £1m Annual Investment Allowance and the 130% super deduction for first year capital 
allowances, however both these incentives cease on 31 March 2023. The super deduction in particular has 
come at extraordinary cost, therefore in order to continue to support business investment, the government 
is considering new reforms to the capital allowances legislation to best support future business investment 
whilst aligning with the government’s fiscal objectives. 

The reforms themselves are to be decided in consultation with businesses over the Summer with an 
announcement later in the year at the next Budget. However, the detailed Spring Statement documentation 
published after the Chancellor’s speech has illustrated the sort of changes the government could make:

• A permanent increase in the level of the Annual Investment Allowance from its normal level of £200k to 
£500k.

• An increase in the annual Writing Down Allowance for ‘pooled’ main and special rate assets from their 
current levels of 18% and 6% to 20% and 8%. 

• A First Year Allowance for ‘pooled’ main and special rate assets where an increased deduction of 40% 
and 13% are available in the first year, with the Writing Down Allowances at lower rates in the following 
years.

• The introduction of an additional First Year Allowance of say 20% in the year of acquisition, in addition 
to standard existing capital allowances on 100% of the initial cost, giving relief on over 100% of the 
initial cost. 

• Full expensing for qualifying capital investment, allowing the costs to be written off completely in the 
year of purchase for all companies.

It is clear through these examples, that the government is continuing to try and support businesses’ capital 
investment. 



March 2022
Cutting fuel duty on petrol and diesel 

by 5p per litre

April 2022
Cutting taxes on small businesses by up to £1,000 - 

by raising the Employment Allowance to £5,000

July 2022
Aligning the annual National Insurance Primary

Threshold and Lower Profits Limit with the income tax personal 
allowance, making the first £12,570 of earnings tax free

April 2023
Cutting taxes on business investment - by reforming 

Capital Allowances and R&D tax reliefs

April 2024
Cutting the basic rate of income tax from 20% to 19%
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