
Making Tax Digital (“MTD”) for 
UK

In April 2019 Her Majesty’s Revenue and Customs 
(HMRC) introduced MTD for most UK VAT 
registered businesses.

This required businesses to record, maintain and 
submit VAT information digitally. Its aim to reduce 
human intervention and thus error in submitting 
VAT information. 

The 2019 launch was a “soft landing” with the 
second phase (delayed until April 2021) bringing 
in more requirements and also potential penalties 
for businesses failing to make MTD submissions in 
time. 

Currently only businesses with a taxable turnover 
of over £85,000 are compelled to use MTD, but 
businesses below this threshold can voluntarily 
register. However, once you’ve volunteered to 
use MTD you cannot go back unless under 
exceptional circumstances.

With phase 2, the main point is that, after the 
initial data has been entered, if the process 
requires human intervention (including copy and 
paste) then it is likely to be incompatible with 
MTD. However, there are VAT processes that do 
not align with MTD such as partial exemption. 
Partial exemption calculations  requires data to be 
exported from an accounting system, have the 
necessary calculations made (usually using a 
formula populated spreadsheet) and then “re-
imported” back into the accounting software. 
HMRC have confirmed that such a process does 
not break MTD rules. 

For more information or advice on this 

issue please contact our Global VAT 

Specialist Francesco Bartolucci at 
bartolucci@studiopragma.it

Visit our websites
Find more information about our global accounting 
network and association MGI Worldwide and CPAAI 
at mgiworld.com and cpaai.mgiworld.com
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It has been announced that all VAT registered 
businesses will need to use MTD (with some very 
limited exceptions) by April 2022. This 
announcement was made in 2019 to give 
businesses plenty of time to make the necessary 
adjustments. 

HMRC have also announced that due to banking 
regulations they need to confirm that they hold a 
valid email address for the business who pay VAT 
via Direct Debit. This is to enable HMRC to email 
the business about how much and when a Direct 
Debit will be made. 



Please note that certainly for repayment purposes 
HMRC will require a UK bank account. Otherwise 
they will issue a payable order (i.e. a cheque) made 
out the VAT registered entity. If this is a UK 
company then it‘s an obstacle trying to pay it into a 
non-UK account for the non-UK entity. 

In addition, the “old” portal for non-MTD 
submissions will close in April 2021. For agents this 
will mean that they will need to set up an agent 
services account (“ASA”) and ensure that they have 
linked the authorisations for all their VAT clients to 
the old agent portal. Agents may then have to use 
their ASA to submit VAT returns for clients who are 
yet to enrol for MTD. 

If you are registering for UK VAT as a non-
established person please ensure that you talk to 
the UK tax agent to ensure that the MTD protocols 
are followed where required.

Digital record keeping requirements 

Businesses can continue to keep documents in 
paper form but each individual transaction (not 
summaries) will need to be recorded and stored 
digitally. The information required for sales and 
purchases includes:

• The time of supply (date)
• The value of the supply
• The rate of VAT charged
• The amount of VAT charged

You can record the total value of supplies on each 
invoice that has the same time of supply and rate of 
VAT charged.

Equally, if an invoice has supplies at different rates 
of VAT (e.g. adult’s and children’s shoes) there must 
be a separate entry for each rate of VAT charged. 

VAT account

The VAT account links the business records and the 
VAT return. Again the information held in the VAT 
account must be kept digitally.
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Taking a look at the steep learning curve 
businesses had had during the first 100 

days of Brexit and what is on the horizon.
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To show the link between the output tax in the 
records and on the return, there must be a record 
of: 

• The output tax owed on sales
• The tax it is required to pay on behalf of its 

suppliers under the reverse charge procedure
• The tax that needs to be paid following a 

correction or error adjustment
• Any other adjustment required by VAT rules

To show the link between the input tax in the 
records and on the VAT return there must be a 
record of:

• The input tax recoverable from business 
purchases

• The tax that it is entitled to reclaim following a 
correction or error adjustment

• Any other necessary adjustment

There are also digital record keeping requirements 
in particular situations for retail schemes, the flat 
rate scheme and margin schemes.



mgiworld.com cpaai.mgiworld.com

MGI Worldwide is an international network of independent accounting, legal and consulting firms that are licensed to use “MGI” or “member of MGI Worldwide” in connection with the provision of professional services to their clients. Members firms of 
MGI Worldwide are a network as defined in the IESBA Manual and EU Audit Directives. CPAAI, also knowns as CPA Associates International, is an association of independent accounting and consulting firms that are licensed to use "member of CPAAI" in 
connection with the provision of professional services to their clients. The member firms of CPAAI do not form a network under the terms of the IESBA Manual or EU Audit Directives and its members are not members of MGI Worldwide and may not use 
the names MGI or MGI Worldwide in connection with the provision of professional services to their clients.  MGI Worldwide and CPAAI are brand names referring to separate groups of members of MGI-CPAAI, a company limited by guarantee and 
registered in the Isle of Man with registration number 013238V. MGI Worldwide and CPAAI are themselves non-practising entities and do not provide professional services to clients. Services are provided by the member firms of MGI Worldwide and 
CPAAI. MGI Worldwide, CPAAI and their member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.

Follow us

LinkedIn: linkedin.com/company/mgiworld.com

Twitter: twitter.com/mgiworldwide

Facebook: facebook.com/mgiworldwide

YouTube: Subscribe to MGI Worldwide

About MGI Worldwide with CPAAI
MGI Worldwide with CPAAI is a leading top-20 international 
network and association of over 10,000 audit, accounting, tax 
and consulting professionals in some 460 locations around the 
world.

Vimeo: vimeo.com/mgiworldwide 

To show the link between the output tax in the records and 
on the return, there must be a record of: 

• The output tax owed on sales
• The tax it is required to pay on behalf of its suppliers 

under the reverse charge procedure
• The tax that needs to be paid following a correction or 

error adjustment
• Any other adjustment required by VAT rules
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To show the link between the input tax in the records and on the VAT return there must be a record of:

• The input tax recoverable from business purchases
• The tax that it is entitled to reclaim following a correction or error adjustment
• Any other necessary adjustment

There are also digital record keeping requirements in particular situations for retail schemes, the flat 
rate scheme and margin schemes.
Whilst the regulations allow HMRC to relax the digital record keeping requirements where it would be 
impossible, impractical or unduly onerous to comply, this requires the business to make a written 
submission to HMRC requesting this.


