
www.carpenterbox.com/making-tax-digital

Making Tax Digital News

August 2018



Making Tax Digital (MTD) is the new digital system being introduced to reform UK tax  compliance. This is a
major change affecting taxpayers in business, including those who have rental income, and will be compulsory.
 
It seems 25% of accountants are not aware of MTD and some of those who are aware, are concerned about
keeping on top of the changes and considering retirement in order to avoid the new regime.  
 
HMRC does not appear to have advertised the introduction of MTD very well. In fact the change is so
significant, HMRC is itself having trouble embracing the changes. Initially, it was proposed that MTD should
be introduced in April 2018 for small businesses and landlords. However, following consultation and some
lobbying from professionals, HMRC has delayed the start date to 1 April 2019.  
 
From 1 April 2019 VAT registered businesses will be required to file their VAT returns under MTD (this does
not include voluntarily VAT registered businesses). From 1 April 2021 all other businesses will be required to
comply with MTD. 
 
You can find more detail in this newsletter which we hope you find useful and informative. Please get in touch
with us on 01903 234094 if you would like help with your MTD planning in any way. 
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Introduction



So what is MTD? Final declaration 
 
In addition to the above, the taxpayer will be required
to make “a final declaration” in respect of a tax year.
This is the new name for the annual tax return. It will
deal with any of the businesses reported under the
above regime and should include any other sources of
income the taxpayer has for that tax year. 
 
Arguably, it will be the sixth submission that a
taxpayer makes in respect of a business 

George is a podiatrist and has his sole trader
business which he runs from home. He makes his
accounts up to 31 March. George owns a second UK
property which he lets out. In addition, George has a
holiday home in Spain and he lets this out from time
to time when he and his family are not using the
property. George is not VAT registered so he will not
be affected by MTD until after April 2021. 
 
George has three businesses for MTD purposes: his
podiatry business, his UK property letting business
and his foreign property letting business. George is
required to file quarterly updates and an EoPS for
each business as well as making the final declaration
that covers all his income.  
 
He will need to complete 16 declarations in relation
to the 2021/22 tax year. 

Case study

HMRC wants businesses to report their information
on a far more frequent basis using a digital system.
From 1 April 2019 MTD will only apply to VAT. From 1
April 2021 the regime will be extended to income tax
and corporation tax.  
 
Quarterly updates 
 
From 1 April 2021, businesses will be required to make
a report of certain tax information on a quarterly basis.
They will have to use compliant software in order to
record their business transactions and through which
they can submit quarterly returns. HMRC will not be
providing free software to businesses but there may
be some incentives and discounts provided to help
smaller businesses comply (HMRC is yet to release any
detailed information about this). 
 
End of period statement 
 
A fifth submission is then required to provide details of
accounting adjustments, capital allowance claims etc.
This will be known as an EoPS. 
 
MTD is relevant to each business so where a taxpayer
has more than one business, they will be required file
the 4 quarterly updates and an EoPS for each business. 
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We are already helping many of our clients with their
accounting software and as a result they will be
“MTD ready”.  
 
We have access to a range of MTD ready software
providers that we can provide along with our
accounting services. No two businesses are the same,
so each business will require a different level of
accounting support.  
 
We can tailor our accounting package to meet the
needs of your business and we will be happy to meet
with you and discuss what assistance you require and
provide a quote. 
 
We are urging our clients to consider getting their
software in place sooner rather than later. This will
allow time to work with the software and get used to
the digital approach in advance of needing to meet
the MTD obligations.  

How can MHA Carpenter
Box help?

Talk to us If you need any more information about MTD please contact us  
on 01903 234094 or email info@carpenterbox.com 

What does this mean for you? 
All businesses will need to review the way they keep
their accounting records. HMRC require that all
businesses maintain their records in a digital format.
There will be no available free software, so a
commercial provider of software that is compatible
with MTD will need to be used.  
 
Records will need to be maintained regularly and kept
up to date in order to meet the quarterly filing dates.
Penalties will be issued for missed deadlines, but
HMRC have said they will take a “light touch”
approach during the implementation of MTD.  
 
Whilst the MTD may sound onerous and will place a
burden on businesses to meet their compliance
obligations at the outset, in time the system should
become efficient and you should find that your records
and affairs will be up to date throughout the tax year.  
 
Accounting treatment will not change although there
may be some simplifications for income tax such as the
widening of the cash basis. Complex rules for tax
adjustments, calculation of capital allowances and VAT
rules will not change. 
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What you can do
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