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What I’ll cover today 

1.  A little about me

2.  Overview of the new Penalties 

3.  Preview of the digital system for agents

4.  Questions and Answers



OFFICIAL

About me 

• I joined HMRC’s Making Tax Digital programme in November 2020 
and lead the internal and external customer readiness team for 
Penalty Reform.

• I joined HMRC (what was then Customs & Excise) in 1997 and have 
an indirect tax background, spending many years in various roles in 
the Customer Compliance Directorate. 

• Prior to joining Making Tax Digital I was working on preparing 
businesses for the EU Exit changes.

Christopher Jennings, Internal and External Customer Readiness lead for Penalty Reform, Making Tax 
Digital Programme, HMRC
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https://docs.google.com/file/d/1_QDuwX-mfeerWn9LOsToCvqRMPYnJf4Q/preview
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Penalties Overview 

The new penalties cover late submission, late payment and interest harmonisation.

The new penalties take effect:

• for VAT taxpayers for their first VAT return period starting on or after 1 April 2022;
• for ITSA taxpayers who are required to submit their returns via Making Tax Digital (MTD) for their first tax year or 

accounting period starting on or after 6 April 2023. 
• for those ITSA taxpayers not mandated to submit their returns via MTD, the new penalties will apply for their first tax 

year or accounting period starting on or after 6 April 2024. 

The new penalties are designed to be fairer and more effective. 

The new points-based system for late submissions is designed to be more lenient to those who make the occasional 
slip-up whilst still penalising those who deliberately avoid their obligations

We're introducing a common approach across VAT and ITSA, making late payment penalties more proportionate to the 
length of time payment is outstanding. 

We're also introducing a new approach to interest harmonisation bringing VAT in line with Income Tax Self-Assessment, 
providing consistency across the taxes.
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Late Submission Penalties 

• The new points-based penalties are the same across VAT and ITSA. 

• When a taxpayer misses a submission deadline, they will incur a point. Points accrue separately for VAT and ITSA. 
• Once a penalty threshold has been reached a fixed penalty amount of £200 will be issued for every missed submission. The 

threshold will vary according to the filing frequency. 
• Taxpayers will be able to appeal both the penalty points and the penalty charges. 

Submission frequency Penalty threshold

Annual 2 points

Quarterly 4 Points

Monthly 5 Points

• Total points will only be reset to zero once customers have met these two conditions:
1. A period of compliance based on their submission frequency;
2. All submissions that were due within the preceding 24 months have been submitted. 

• If you don't meet both the above conditions to reset all points to zero, as long as you have not met the threshold each individual 
point will expire after 24 months.

Submission frequency Period of Compliance

Annual 24 months

Quarterly 12 months

Monthly 6 months
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Late Payment Penalty 

• Will harmonise penalties across ITSA and VAT, beginning with VAT.
• Late Payment could potentially mean you receive two penalties depending on when you pay.
• The first penalty will be levied 31 days after the payment due date and will be based on a set percentage of the balance outstanding.
• The second penalty will be calculated on amounts outstanding from day 31 until the principal balance is paid in full.
• Arranging a payment plan (Time to Pay) with HMRC will result in the penalty charges being suspended.
• HMRC will notify the customer of both penalties separately.

Penalty Days after payment due date Penalty charge

First Penalty 0 to 15 No penalty payable

16 to 29 Penalty calculated at 2% of what was outstanding 
at day 15 

30 Penalty calculated at 2% of what was outstanding 
at day 15 

plus 2% of what is still outstanding at day 30

Second Penalty Day 31 plus Penalty calculated as a daily rate of 4% on APR for 
the duration of outstanding balance 

• Taxpayers will be able to appeal the penalty charges.
• To help our customers adjust to this new late payment approach, there will be a period of familiarisation for the first year of 

introduction.
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Interest Harmonisation 

The VAT interest rules will change and will be like those that currently exist in ITSA. The measure will 
make the following changes to interest payments in VAT:  

• When an amount is not paid by the due date, late payment interest will be charged to the 
taxpayer from the date that tax becomes overdue until the date the payment is received. 

• VAT Repayment Supplement will be replaced with Repayment Interest. Repayment Interest will be 
paid from the later of: 

a. the due date of the return
b. the date the return is submitted
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Choosing a client from Agent Services
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4 new elements on this page: 

● Penalty notification banner (blue)
● ‘Check what your client owes’ so 

agents can see a client’s charges
● Access to ‘Payment history’ 
● Penalties and appeals section where 

agents can make appeals or get an 
up-to-date view of existing appeals

Client's VAT homepage
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The current view is on 
the left. 

We hope to iterate to a 
version closer to what’s 
on the right (to match 
Income Tax 
Self-Assessment). 

Users we’ve shown this 
to like the additional info, 
total figures and links to 
a breakdown of 
amounts.

What your client owes
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This is the top section (overview) of the main 
penalties and appeals page. 

The overview helps agents to see their overall 
client position – we have heard from agents that 
this is the section they would screenshot for 
their clients. 

Agents have a ‘check amounts’ button here, 
which leads to the client’s ‘What you owe’ page. 

Note that agents won’t find a pay button on any 
screen – it’s not possible for agents to actually 
pay clients’ bills from Agent Services. 

Penalty and appeals view – top section
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Information about your client’s account comes first – this 
includes any warnings about what happens next if the client fails 
to meet their next late submission deadline. 

This information changes according to the state of a client’s 
account. The link takes you to guidance on GOV.UK.  

Penalty and appeals view - messages



OFFICIAL

We use summary 
cards under the 
message section 
to show relevant 
information about 
a particular 
penalty point or 
financial penalty.

The link to appeal 
a penalty is also 
on the summary 
card. 

Late submission points can be appealed once the VAT Return is submitted.

Penalty and appeals view – summary 1
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Summary cards on the late payment 
penalty tab. 

Status tags can be: 

● ‘DUE’ (a payment owed by the 
user)

● ‘PAID’ (a payment which has 
cleared to HMRC’s account)

● ‘£XXX TO PAY’ (a partial payment 
remaining after one or more have 
been made)

Penalty and appeals view – summary 2
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We’re now offering a ‘calculation’ link against each 
late payment financial penalty or penalty interest 
amount. 

(Calculation 
pages are also 
reached from 
links on the 
newer version of 
the ‘What your 
client owes’ 
page)

Calculation links – summary cards
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VAT obligations usually have to be met 
before a client can appeal a penalty. 

For Late Submission Penalties a client 
must have submitted the return to 
appeal. For Late Payment Penalties 
they must have paid their liability. 

Here, as the client has not yet submitted 
their VAT return, the link into the 
appeals service says ‘Check if you can 
appeal’. 

Appeal links – Summary cards
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If clients reach a certain number of 
points HMRC will guide them back into 
good standing. 

Top of page

Second part 
of page

Helping clients get their accounts in order
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Although tax obligations are the client’s responsibility in law, it’s 
helpful to know if the agent didn’t meet a submission deadline. 
We do not plan to penalise agents. 

Agent appeal journey – standard appeal
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This list is standard for late submission penalties 
and late payment penalties. 

You can see which penalty is being appealed 
above the page heading. 

If you’re logged in as an agent, and appealing 
because YOU were late, some questions are 
worded differently than if your client missed the 
deadline. 

Agent appeal journey – reasonable excuse
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All appeal reasons have honesty declarations specific to them. 

The one on the left 
is for an agent 
reporting a health 
issue that 
prevented their 
client from 
submitting on time.    

Right is the wording 
for if it was the 
agent was affected 
by a health issue. 

Agent appeal journey – honesty declarations
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All reasonable excuses have their own journeys. We ask 
different questions on each journey. 

The content here (on the health reason journey) talks 
about ‘you’ being unable to manage the VAT account – 
this question is used when an agent tells us THEY had a 
health issue which prevented them submitting on time. 

On the right is the content 
for when an agent has told 
us it’s the client who was 
affected by a health issue.

Agent appeal journey – example question
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The late appeal journey is the same as the 
standard appeal journey, with an extra question 
(below) about why the appeal was not made 
sooner. 

The start page for 
the journey is 
slightly different 
from the standard 
start page, with an 
extra bullet point 
about needing to 
give a reason for 
the late appeal. 

Making a late appeal
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We ask this question on all appeal journeys where a 
client has not met their obligation to submit a return 
or pay VAT. A ‘no’ response takes the user out of the 
appeal journey. 

A ‘yes’ response leads to this: 

Appeal against the obligation
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We do not expect many (if any) users to get a 
penalty after they ask HMRC to cancel the VAT 
registration. 

But if they do, we 
have a simple 
journey based on 
filling in a text box 
and uploading 
evidence.

Appeal against the obligation – ‘yes’ journey
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Uploaded documents 
would be listed here

Screens like 
these are used on 
all appeal 
journeys and 
complete the 
appeal journey.

Appeal ‘Check your answers’ and confirmation 
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When an appeal has been 
submitted, the summary card 
will show that the penalty is 
under review. 

The appeal link is now 
removed so a duplicate 
appeal cannot be made. 

The appeal status will 
change once HMRC 
has decided the review. 
If the appeal is 
successful, the point 
will be removed and 
the tag will read 
‘CANCELLED’. 

Appeal status updates
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The screens that you have seen today have been shaped by the 
research we have done with our users.

If you would like to sign up to take part in future research 
sessions, please sign up to the HMRC User Panel.

Signing up for the user panel does not commit you to taking part 
in research - you can say no to invites and unsubscribe at any 
time.

Take part in future research  

https://signup.take-part-in-research.service.gov.uk/?utm_campaign=List_VAT_Penalties_Feb_21&utm_source=&utm_medium=other&t=HMRC&id=273
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Questions and Answers  

Please ask any 
questions 

Chris Jennings 
Penalty Reform External Engagement and Internal 
Readiness Team Leader
Chris.Jennings@hmrc.gov.uk 
03000 586810 | 07471 027634

mailto:Chris.Jennings@hmrc.gsi.gov.uk

