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HMRC wants to transform the 
UK tax system to make it more 
effective, efficient and easier 
for taxpayers to get their tax 
right. Making Tax Digital (MTD) 
is a key part of achieving that 
objective requiring taxpayers 
to make greater use of current 
digital technology.
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HMRC’s vision involves replacing 
paper tax returns with digital records, 
that will enable taxpayers to send their 
tax information to HMRC direct from 
those records quarterly, thus having 
a ‘real-time’ idea of their tax liabilities 
presented to them in their digital tax 
account.

MTD is being introduced in phases and will, in due course, 
affect all types of business.

MTD for VAT
For return periods starting on or after 1 April 2019, VAT 
registered businesses with a taxable turnover above the VAT 
threshold (£85,000) will have to:

	 •	 keep	their	VAT	records	digitally,	and

	 •	 transmit	their	VAT	return	information	to	HMRC	
  using MTD compatible software.

VAT registered businesses with turnover on or below the 
threshold can sign up to MTD for VAT if they wish.

This	means	the	imminent	end	of	the	manual	record	keeping	
for many businesses, while others will need to review their 
accounting	software	to	ensure	it	is	compatible	with	HMRC’s	
new	‘Gateway’	system	and	incorporates	the	necessary	digital	
bridging software.



Do I need to change my accounting software?

Accounting	records	will	need	to	be	kept	digitally	and
every	business	will	need	to	use	a	package	(something
that	HMRC	describes	as	‘functional	compatible
software’)	that	will	communicate	with	HMRC’s	system.
You should initially consider whether your existing
software is compatible with the requirements of MTD
for VAT or when your software provider intends to
release a compatible version.

Businesses will be able to continue to use a spreadsheet
as a digital record for VAT as long as it meets MTD
requirements and is able to transmit the necessary data to
HMRC	using	compliant	bridging	software.	However,	there
will be limitations on the current use of spreadsheets.

MTD for VAT?

HMRC	has	prepared	guidance	that	includes	the
information that must be recorded electronically in order
to comply with MTD for VAT. You can view the guidance
on their website. They have indicated that a “soft landing”
period	(in	relation	to	record-keeping	penalties)	will	be
applied to allow businesses time to update legacy
systems in the first year.

FAQ’s

01.

02.
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Am I going to need to pay my tax earlier?

No.	There	is	an	undertaking	not	to	change	the	current
tax payment dates, at least not for the time being.
However,	HMRC	has	proposed	an	option	to	voluntarily
pay	tax	earlier,	known	as	pay	as	you	go	(PAYG).	It	is
therefore possible that a move to real time reporting is
a precursor to the alignment of tax payment dates to
match the earning of the profits they are paid on.

I have other sources of income.
How	will	this	work?

Your personal digital tax account will be populated with
other	information	that	HMRC	holds	such	as	salary	details,
bank	and	building	society	interest,	state	benefits,	etc...
There may well be remaining sources of income such as
foreign income or capital gains that will require notification
to	HMRC,	potentially	by	making	adjustments	to	your	digital
account by the existing tax return deadline (31 January
following the end of the year of assessment).

03.

04.
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Do I have to do this?

There are very few exemptions from MTD. You will not
have	to	follow	the	MTD	rules	for	VAT	if	HMRC	are	
satisfied that any of the following apply:

 • your business is run by practicing members
  of a religious society or order whose beliefs
  are incompatible with the use of electronic
  communications, or

 • it is not reasonably practicable for you to use digital
	 	 tools	to	keep	your	business	records	or	submit	your
  returns, for reasons of age, disability, remoteness
  of location or for any other reason, or

 •	 you	are	subject	to	an	insolvency	procedure.

05.

The benefits of going digital

Many businesses, large and small, could see significant 
advantages from moving to cloud based accounting 
systems,	including	the	ability	to	track	sales	and	costs	
in	real	time	and	automate	manual	tasks	such	as	invoice	
input	and	bank	reconciliations.
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MTD for business
HMRC	ultimately	wants	to	abolish	annual	tax	returns.	It’s	longer	term	
plan	is	that,	unless	you	are	exempt,	you	will	need	to	update	HMRC	
digitally every quarter (or more frequently if you choose) with details 
of your income and expenditure. These updates are to be filed no 
later than one month after the end of the quarter via MTD compatible 
software.

HMRC	recognises	that	there	will	need	to	be	an	‘end	of	year’	report	
to	make	accounting	and	tax	adjustments	and	to	confirm	that	the	data	
supplied	throughout	the	year	is	correct.	Therefore,	a	final	adjustment	is	
generally to be made ten months after the year end. MTD for business 
will not come in to force until at least April 2020. There are however 
ongoing pilot schemes.

MTD for individuals
For	those	without	business	and	property	income,	it	is	the	Government’s	
ambition that information will be obtained from various third parties 
such	as	banks,	so	avoiding	the	need	for	an	annual	tax	return.



Contact Us

COALISLAND :

2nd Floor, The Cornmill, Coalisland,
Co. Tyrone, Northern Ireland, BT71 4LP

t. (028) 8774 1234
f. (028) 8774 1190

COOKSTOWN :

1st Floor, 58 Loy Street, Cookstown,
Co. Tyrone, Northern Ireland, BT80 8PE

t. (028) 8676 4888
f. (028) 8676 6224

e. office@corrca.com
w. www.corrca.com


