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The Chancellor held the Spring
Statement on 3 March 2026. The
government has been keen to have only
one tax event per year (the Budget) and
so the Spring Statement was intended
to provide an interim update on the
economy and public nances.

Whilst the Chancellor did meet the
commitment not to make major tax
announcements, there was plenty to
say on the economy more generally.

Looking back a year, the previous
Statement focused on a commitment
to increasing defence spending, cuts
to the welfare state and economic
growth. Over the last year, the majority
of those cuts to welfare spending were
not supported by backbench MPs and
the economy has continued to grow
slowly, so what did the Chancellor have
to say a year on?

The strap line was that current policies
mean that the government has

the right economic plan for Britain.
The Chancellor stated that the "..
Spring Forecast has shown that the
government’s economic plan to cut
the cost of living, cut national debt and
grow the economy, is the right one.’

Whilst the speech was highly political,

the Chancellor specifically referred to

three particular areas to show that the
government’s policies were working:

Cutting the cost of living - the OBR's
forecast shows inflation, borrowing
and debt interest are falling, whilst
investment is rising.

Cutting borrowing - the OBR's forecast
shows borrowing is down by nearly

£18 billion compared to the autumn,
with borrowing this year set to be the
lowest in six years and falling below the
G7 average.

Growing the economy - the OBR's
forecast shows GDP per person is now
set to grow more than was expected in
the Budget, with growth of 5.6% over
the parliament.

That was what the government said
but what did the OBR have to say in

its 125-page report? The start of the
report stated that the fiscal context for
the next Budget will remain challenging,
so does this mean even more tax rises?
It certainly does not appear that tax
cuts are on the way anytime soon.

Highlights of the report were
summarised by the OBR:

+ productivity growth will pick up to
1% in the medium term

+ labour supply growth will decline,
mainly due to lower net migration
and population ageing

+ GDP growth will slow down to 11%
in 2026, before averaging 1.6% over
the rest of the five-year forecast

+ inflation will reach its 2% target in
late 2026

+ public sector net borrowing is
projected to fall from 5.2 % of GDP
in 2024/25 to 4.3% of GDP this
year and then to 1.6% in 2030/31

+ weekly wage growth will slow to
around 3.5% in 2026 and then
average 2.25%

+ unemployment will rise from 4.75%
in 2025 to a peak of 5.33% in 2026,
primarily driven by new entrants
into the labour market struggling to
find work.

Of course, the Spring Forecast is
exactly that; for example, the effects
of the current situation in the Middle
East have not been factored into any
of the data released by the OBR. The
OBR also makes some other important
points:

+ the tax-to-GDP ratio is forecast to
increase to a post-war high of 38%
of GDP in 2030/31

+ there continue to be pressures on
the government’s departmental
spending plans

+ there are concerns that the
future costs of welfare spending
may follow the sharp growth of
disability and health caseloads
since the pandemic.

To summarise, not a great deal of
growth appears to be around the

corner.

Public spending is one side of the
equation but taxation is the other, so
what does the tax system have to offer
over the next year?
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Employment

National Insurance contributions
Employees
For 2026/27 the rates of Class 1

employee NICs are 8% and 2%. The
employer rate is 15%.

The Secondary Threshold is the point
at which employers become liable to
pay NICs on an individual employee’s
earnings and is currently set at £5,000
a year for 2026/27. The government
has announced that this will be
maintained at this level until April 2031.

The Employment Allowance allows
eligible businesses with employer NICs
bills to deduct £10,500 from their
employer NICs bill.

The self-employed
For 2026/27 the rates of Class 4 self-
employed NICs are 6% and 2%.

For Class 2 NICs from 6 April 2026:

+ Self-employed people with profits
of £7,105 and above get access to
contributory benefits, including the
State Pension, through a National
Insurance Credit, without paying
Class 2 NICs.

+ Those with profits under £7,105
may pay Class 2 NICs voluntarily
to get access to contributory
benefits, including the State
Pension. The rate of Class 2
contributions will be £3.65 per
week

Employer NICs relief for veterans

The government will extend the
employer NICs relief for employers
hiring qualifying veterans to April 2028.

This means that businesses continue
to pay no employer NICs up to annual
earnings of the Veterans Upper
Secondary Threshold of £50,270

for the first year of a veteran's
employment in a civilian role.

National Living Wage and National
Minimum Wage

The government has announced
increased rates of the National Living
Wage (NLW) and National Minimum
Wage (NMW) which will come into
force from 1 April 2026.

The rates which will apply are as

follows:
From 1 April 2026
NLW £12.71
18-20 £10.85
16-17 £8.00
Apprentices £8.00

The apprenticeship rate applies to
apprentices under 19 or 19 and over in
the first year of apprenticeship. The
NLW applies to those aged 21 and over.

R

Taxable bene ts for company cars

The rates of tax for company cars are
amended for 2026/27:

4+ the charge for zero emission cars
rises from 3% to 4%

+ the charge for other cars with
emissions below 75g/km increases
by 1%

+ the maximum charge of 37%
remains.

The government has confirmed
increases to the benefit in kind rates
for company cars for tax years up to
and including 2029/30.

The government announced that it is
introducing a temporary easement

to mitigate the increasing benefit in
kind tax liabilities of plug-in hybrid
electric vehicle (PHEV) company cars
due to new emission standards. The
easement will apply retrospectively
from 1 January 2025 to 5 April 2028.
Transitional arrangements will apply to
certain PHEVs until 5 April 2031.

Car fuel benefit charge
The government will increase the car

fuel benefit charge from 6 April 2026
to £29,200.

Company vans

The government will increase the
Van Benefit Charge and the Van Fuel
Benefit Charges from 6 April 2026 to
£4,170 and £798 respectively.



Mandating the reporting of bene ts
in kind via payroll software

The government has confirmed that
the use of payroll software to report
and pay tax on benefits in kind will
become mandatory, in phases, from
April 2027. This will apply to Income
Tax and Class 1A NICs.

Changes to salary sacri ce for
pensions from April 2029

The government is changing how salary
sacrifice for pension contributions
works.

Salary sacrifice is when you agree to
reduce your gross salary or sacrifice
a bonus and, in return, your employer
pays the same amount into your
pension.

From April 2029, only the first £2,000
of employee pension contributions
through salary sacrifice each year will
be exempt from NICs. Contributions
through salary sacrifice, like all pension
contributions, will still be exempt

from Income Tax (subject to the usual
limits).

Employers and employees can still
make contributions above £2,000
through salary sacrifice arrangements.
However, employee contributions
above this amount will be subject

to employer and employee NICs like
other employee workplace pension
contributions.

Employers will need to report the
total amount sacrificed through their
existing payroll. All employer pension
contributions will continue to be free
of NICs.

Employees who choose to salary
sacrifice to maintain eligibility for Tax
Free Childcare or minimise the High
Income Child Benefit Charge can keep
doing so.

Comment

The changes to salary sacrifice

lack detail but what is clear is that
employers are likely to pick up another
large National Insurance increase from
2029.

Those businesses are going to be able
to quantify the financial effect now
and, on top of rises in both the NMW
and employers’ National Insurance,

it will be interesting to see the effect
on recruitment, etc. over the next few
years.

Bear in mind that affected employees
will also see a rise in their National
Insurance contributions, which would
appear to be an increase for ‘working
people’.

Rather strangely, the Income Tax reliefs
available on pension contributions are
retained in full for both employers and
employees.

It is widely acknowledged that many

employees do not save enough for

their retirement. This change does not

seem likely to encourage employers

or employees to contribute more to

pension pots. |
|







Business

Corporation Tax

The government has confirmed that
the rates of Corporation Tax will
remain unchanged, which means that,
from 1 April 2026, the rate will stay at
25% for companies with profits over
£250,000. The 19% small profits rate
will be payable by companies with
profits of £560,000 or less. Companies
with profits between £50,001 and
£250,000 will pay tax at the main rate
reduced by a marginal relief, providing
a gradual increase in the effective
Corporation Tax rate.

Comment

The government has committed to
capping the main rate of Corporation
Tax at 25% for the duration of the
Parliament.

The penalty for taxpayers submitting a
Corporation Tax return late will double
for returns for which the filing date is
on or after 1 April 2026.

Capital allowances

The Full Expensing rules for companies
allow a 100% write-off on qualifying
expenditure on most plant and
machinery (excluding cars) as long as it
is new and unused. Similar rules apply
to integral features and long-life assets
at a rate of 50%.

The government will reduce the

main rate Writing Down Allowance
(WDA) from 18% to 14% per year

from 1 April 2026 for Corporation Tax
purposes and 6 April 2026 for Income
Tax purposes. For businesses with
chargeable periods which span 1 April
(Corporation Tax) or 6 April (Income
Tax), a hybrid rate will apply. The WDA
on the special rate pool remains at 6%
per year.

For expenditure incurred on or after
1January 2026, the government will
introduce a new first year allowance
(FYA) of 40% for all businesses on main
rate assets, including most expenditure
on assets for leasing. Cars, second-
hand assets and assets for leasing
overseas will not be eligible.

The Annual Investment Allowance is
available to both incorporated and
unincorporated businesses. It gives
a 100% write-off on certain types of
plant and machinery up to certain
financial limits per 12-month period.
The limit remains at £1 million.

The 100% FYA for qualifying
expenditure on zero-emission cars
and the 100% FYA for qualifying
expenditure on plant or machinery
for electric vehicle chargepoints have
been extended to 31 March 2027 for
Corporation Tax purposes and 5 April
2027 for Income Tax purposes.

Comment

The AIA was originally introduced as
a simplification measure due to the
plethora of FYAs at the time. It just
goes to show, if you hang around long
enough in tax everything goes full
circle, as we now have the AIA and a
plethora of FYAs!

Targeted Research and
Development Advance Assurance
Service

The government will pilot a targeted
advance assurance service from

spring 2026. This will enable small and
medium-sized enterprises to gain
clarity on key aspects of their Research
and Development (R&D) tax relief
claims before submission to HMRC. A
summary of responses to the advance
clearance consultation will also be
published.

Enterprise Investment Scheme and
Venture Capital Trusts investment
limit increase and restructure

The government has announced
significant changes to the limits
applying to the Enterprise Investment
Scheme (EIS) and Venture Capital
Trusts (VCTs) from 6 April 2026.

The gross assets requirement that a
company must not exceed for EIS and
VCTs will increase from £15 million

to £30 million immediately before

the issue of the shares, and from £16
million to £35 million immediately
after the issue. The annual investment
limit that companies can raise will
increase from £5 million to £10 million.
For Knowledge-Intensive Companies
(KICs), the annual investment limit

will increase from £10 million to

£20 million. The company’s lifetime
investment limit will increase to £24
million and for KICs to £40 million. The
Income Tax relief that can be claimed
by an individual investing in VCTs will
decrease from 30% to 20%.

Expanding the eligibility limits
of the Enterprise Management
Incentives scheme

The government is also increasing
certain limits relating to the Enterprise
Management Incentives (EMI) scheme.
For EMI contracts granted on or after
6 April 2026, the employee limit will
increase from 250 employees to 500
employees, the gross assets test will
be increased from £30 million to £120
million, and the company share option
limit will be increased from £3 million
to £6 million. The limit on the exercise
period will increase to 15 years, and will
also apply retrospectively to existing
EMI contracts which have not already
expired or been exercised.
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