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Making Tax 
Digital for VAT 
as a Business 
(and a bit of 
MTD ITSA)
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What is 
Making Tax 

Digital?

Making Tax Digital is a key government initiative to transform and digitise the tax 
administration system, to create a modern, digital tax service.

It aims to make the tax administration system more effective, more efficient, and 
easier for businesses to get their tax right, first time.

Part of a long-term vision: to have all taxes managed through a single, digital 
account, with similar, effortless processes.
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Why sign up 
to Making 

Tax Digital?

MTD requires taxpayers to maintain their records digitally and to file digital 
updates and returns for (ITSA) and digital returns for (VAT), through MTD-
compatible software, to HMRC.

It is designed to deliver a wide range of benefits for both HMRC and the taxpayer. 

MTD will benefit:  

HMRC by bringing in more of the correct tax revenue at the right time 
through reducing errors, and 
Taxpayers through productivity gains and encouraging a shift to increasing 
digitisation.



OFFICIAL

Where to 
find out 

more about 
MTD –
Gov.uk



OFFICIAL

Where to 
find out 

more about 
MTD –
Gov.uk
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Where to 
find out 

more – VAT 
Notice 
700/22
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The MTD 
Timeline so 

far

Budget 2015 – The then Chancellor announces the ‘death of the tax return’. He 
further clarified the end of the "complex, costly and time consuming" tax return. In 
the same year, the government set out its long-term vision for the digitisation of 
the tax system – Making Tax Digital.

April 2017 - HMRC launch a private pilot to test MTD for Income Tax. 

July 2017 - Following a wide range of consultations, and after listening carefully to 
the concerns of businesses and stakeholders, a decision was made to slow the 
pace of the introduction for Making Tax Digital (MTD) but the commitment to the 
values that underpinned the vision remained.

April 2018 – HMRC launch a private pilot to test MTD for VAT with a small number 
of customer types.
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The MTD 
Timeline so 

far

October 2018 – HMRC launch a live public pilot to test MTD for VAT. All eligible VAT 
registered can voluntarily sign up.

April 2019 – MTD for VAT goes live, all VAT-registered businesses (1.2m) with turnover 
above the VAT threshold must sign up (some complex customers had a short deferral to 
October 2019 – under 50k affected).

July 2020 – Government announces that:
• The remaining VAT-registered businesses must sign up to MTD from April 2022;
• Unincorporated businesses and landlords with over £10k total business and 

property income must sign up to MTD Income Tax from April 2023;
• A consultation on MTD for Corporation Tax.

23rd Sept 2021 HMRC :
• Laid The Income Tax (Digital Requirements) Regulations which set out the 

design and scope of MTD for Income Tax.
• Published a Tax Information and Impact Note (TIIN) which sets out the 

projected benefit and cost impacts of MTD for ITSA alongside a more 
detailed Policy Paper.

• Announced that the introduction of MTD for ITSA has been delayed by 
one year until the tax year beginning in April 2024, as has the introduction 
of reformed penalties for ITSA.
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MTD VAT 
Progress to 

date

There have been 
over 1.5 million 
sign-ups for 
MTD for VAT.

Over 89% of all 
businesses
mandated to join 
MTD for VAT are 
now signed up 
to the MTD 
service.

Over 30% of 
non-mandated 
businesses 
have signed up 
to submit MTD 
VAT returns 
voluntarily.

Over 8m VAT 
returns (over 
£100bn) have 
been 
successfully 
submitted 
through the MTD 
service.

There is a wide 
variety of MTD 
for VAT software 
products on offer 
for businesses -
currently over 
500.

Businesses can 
use bridging 
software products 
and continue to 
use spreadsheets 
or older software 
products to meet 
MTD requirements

Existing subscribed 
users of over 250 
products have been 
upgraded to MTD 
for free where 
they have been 
using the latest 
version.
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Changes to 
record 

keeping 
behaviour

The proportion of businesses using software and/or apps in record keeping has 
increased from 72% of businesses prior to the introduction of MTD to 87% 
currently. Since moving to MTD 18% of businesses that weren’t using software or 
apps have started to do so. 

Just under three-quarters of all businesses (74%) reported that they submit via 
MTD using fully compatible software. However, this was less likely among self-
employed (64%) and businesses with 250 or more employees (42%). Just over one 
in seven (14%) businesses reported they are submitting via MTD using bridging 
software that either links to spreadsheets (11%) or to legacy software (3%).

MTD appears to have had an impact on businesses’ record-keeping frequency. The 
proportion of businesses updating their records on a continuous basis has 
increased since MTD’s introduction, from 38% to 48%, with nearly all businesses 
(97%) updating their VAT records at least once a quarter (up from 95%).

The majority of businesses found the process of transitioning to submitting via 
MTD easy. Two-thirds stated that signing up to MTD (67%) and making their first 
submission (63%) was easy, while four-fifths (80%) said the same about making 
ongoing submissions.

MTD Evaluation:  Independent research by IFF Research recently published on GOV.UK (Impact of Making Tax Digital for VAT) 
shows many positive outcomes:
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Costs of 
MTD for VAT 

to 
businesses

MTD Evaluation:  Independent research by IFF Research recently published on GOV.UK (Impact of Making Tax Digital for VAT) 
shows many positive outcomes:

Nearly all businesses (93%) carried out at least one activity to prepare for MTD with 
just over half (55%) of all businesses reporting financial costs as a result of their 
activities. Transitional financial costs were reported by 25% of businesses, and 38% 
reported financial costs on an ongoing basis. Businesses that were using 
spreadsheets or paper methods to keep VAT records prior to MTD were more likely 
to incur costs.

Just over a quarter (27%) of businesses that used software prior to MTD paid more 
for their current software than previously. Amongst those that paid for software, 
half (50%) were not aware free options were available, compared to 46% that were.

Of the businesses that were using agents prior to MTD, 20% stated that they 
currently use their agent more, equivalent to 13% of all businesses. Meanwhile, 7% 
of these businesses have decreased their use of agents while 69% currently use their 
agents the same amount as they did prior to MTD.
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Benefits of 
MTD for VAT

MTD Evaluation:  Independent research by IFF Research recently published on GOV.UK (Impact of Making Tax Digital for VAT) 
shows many positive outcomes:

Almost seven in ten (69%) businesses have experienced at least one benefit 
from MTD. Experiencing benefits was more common for those businesses using 
fully compatible software (76%), those that started using software for record 
keeping since MTD’s introduction (80%), those that have submitted more than 
7 returns via MTD (76%), and businesses with an annual turnover exceeding 
£250,000 (71%). 

The most common benefits reported were that MTD made preparing and 
submitting VAT returns faster (55%), and that it made businesses feel more 
confident they are getting tax right (53%). Of those businesses that reported a 
benefit, over three-quarters (78%) stated that at least one benefit had 
increased over time. Most commonly reported as increasing were increased 
confidence getting tax right (76%), speed of returns (74%), and confidence 
using technology (72%).

Two-thirds (67%) of businesses also noted at least one way they thought MTD 
had reduced the potential for mistakes. The most commonly reported ways 
were in the process of making the return (61%), calculating the amount owed 
(48%), and checking for errors in the calculation (46%).



OFFICIAL

Benefits of 
MTD for VAT

MTD Evaluation:  Independent research by IFF Research recently published on GOV.UK (Impact of Making Tax Digital for VAT) 
shows many positive outcomes:

One in three (31%) businesses reported spending less time on their record 
keeping and tax returns since MTD, increasing to 35% of businesses using fully 
compatible software. Conversely, 16% reported spending more time, increasing 
to 36% of businesses using bridging software. For those businesses that have 
experienced a reduction in the time spent on their tax returns, time savings 
have been found in inputting financial data (67%), checking for errors (67%), 
and calculating the amount of tax owed (65%).

One in three (30%) businesses felt that the benefits of MTD outweighed the 
cost and effort associated with it, almost double the proportion that found the 
reverse (14%). Businesses using fully compatible software were more likely to 
find benefits outweighed costs and effort (35%) while those using bridging 
software were more likely to find the costs and effort to outweigh the benefits 
(33%). A quarter (25%) of businesses found that the costs and effort were 
balanced out by the benefits, while a similar proportion (26%) stated that they 
did not experience costs or benefits.
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Upcoming 
milestones

April 2022 - All remaining VAT registered businesses must sign up to 
MTD (affecting accounting periods that start on or after 1 April 2022).

April 2024 - All unincorporated (self-employed) businesses and 
landlords with annual business or property income above £10,000 must 
sign up to MTD (affecting accounting periods that start, or deemed to 
start for tax purposes, on or after 6th April 2024).
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New MTD 
Cohorts –

who will be 
affected by 
the changes

In total, the changes to MTD VAT and ITSA would affect around 4.7m businesses, 
including c.1.3m landlords.

3.4m non-VAT registered, self-employed sole traders or landlords, with turnover 
between £10k and £85k, who would be required to use MTD for ITSA.

1.37m VAT registered businesses in total which include:

285k below £85k turnover who have already signed up to MTD for VAT 
voluntarily.

650k below £85k turnover who are yet to sign up to MTD for VAT.

430k who are mandated to MTD already (turnover above £85k) – but also have 
ITSA income above £10k so would be required to use MTD for ITSA.
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202

2024
ITSA 
Mandation 
unincorporated 
businesses and 
landlords with total 
business or 
property income 
above £10k

CT
As part of the Tax Administration 
Strategy, the government announced 
plans to consult later this year on 
extending Making Tax Digital to those 
entities within the charge to 
Corporation Tax. VAT Expansion

(businesses with turnover below 
the £85,000 VAT threshold) for 
their first return on or after 1 April 
2022 

ITSA Public 
Beta
Wider testing

2020
ITSA 
Announcement
ITSA mandation 
announcement

2021
ITSA 
Extended 
pilot 
to allow more 
businesses and 
landlords to help  
improve how the 
service works for 
them

Test new software and E2E journey (2020 – 2021)

Gear up for mandation. Test new functionality 80% - 100% (2022 – 2023)

Wider eligibility - test at scale. Test new functionality 40% - 80% (2021 – 2022)

MTD Road Map2017
ITSA Pilot Starts

Sole traders with income 
from one business and 
landlords who rent out 
UK property

Mass Market comms (2021-2023)

6*

40*

ITSA
VAT
CT
Onboarding
No of SW developers *Estimate only

2022
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Making Tax 
Digital for 

VAT

What is Making Tax Digital for Value Added Tax?

All VAT registered businesses, regardless of their turnover will need to comply with 
Making Tax Digital rules for their first VAT return starting on or after 1st April 2022

You may also be able to sign-up voluntarily now. 
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What does 
this mean for 

customers

This means customers who sign-up to Making Tax Digital for VAT will be required 
to:

Using MTD compatible software to:

§ keep digital records

§ prepare the VAT return

§ send and receive information to HMRC from API* enabled software or theird party 
software 
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What Isn’t 
Changing for 

MTD VAT

Things that won’t change?

§ 9 Box VAT return

§ VAT return frequency and payment deadlines

§ Eligibility for VAT Special Schemes

§ Most other VAT rules
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What Is 
Taxable 

Turnover? 

Taxable turnover includes 

Supplies that are:
Standard rate
Reduced rate 
Zero rate

Excludes Supplies that are:
Exempt
Outside the scope
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Who is 
affected and 

When? 

VAT registered businesses must register 

from the first VAT period starting on or 

after 1 April 2022.

For Example if your 

Return covers  1st March to 31 May 2022 

Start MTD         1st June 2022

First MTD return due 7th October 2022
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Common 
Questions 

Does this include non-
established businesses?

Yes as long as they are VAT registered in 
the UK
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Common 
Questions 

Does that 
include 

spreadsheets?

Can I still use 
spreadsheets?

Yes as long as your spreadsheet meets all the 
MTD requirements:
• Keeps records digitally
• Prepares the VAT return
• Sends/receives information from HMRC

You may need a bridging product 
in addition to using a 
spreadsheet
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Common 
Questions

What is Bridging Software? 

It is a digital tool that can be used to connect 
accounting software to HMRC systems
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Digital Link

What is a digital link?

An electronic or digital transfer of data between 
software programmes, products or applications 

Paragraph 4.2.1 VAT Notice 
700/22

No manual intervention or 
re-typing information from 
one software system to 
another

No cut and pasting/copying 
and pasting

XML Import, macros and 
linked cells in 
spreadsheets are 
considered to be digital 
links
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Choosing 
Software
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Choosing 
software
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Choosing 
software
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Keeping 
other 

records

Section 4.3
Notice 700/22

Invoices may still be kept – in paper or 
electronic form

By law some records must be in their 
original form
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How to sign 
up to MTD 

for VAT
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Sign up to 
MTD for VAT
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Authorise
your 

software

Remember:

Before you can send VAT Returns you will 
need to authorise your software.

That process is inherent to the software. If 
you are unsure how to do this, your 
software supplier will be able to help you.
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How to get 
help from 

HMRC
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Exemptions 
from MTD 

for VAT

Some businesses will be exempt from following the MTD 
process.

VAT Notice 700/22 Para 3
it’s not practical for you to use digital tools to keep your business 
records or submit your VAT Returns because of age, disability, 
remoteness of location or for any other reason.

You do not need to sign up for Making Tax Digital or apply for an 
exemption if you are already exempt from filing VAT Returns 
online.

HMRC will not give an exemption purely on the basis that 
reasonable effort, time and cost may be involved in making the 
transition to Making Tax Digital.

HMRC will however take effort, time and cost into account in its 
overall assessment of whether it is practical for you to follow the 
rules for Making Tax Digital.
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Compliance

HMRC ensure that VAT is correctly declared and 
paid.

Compliance officers will continue to visit or make 
inquiries.
Digital records will be reviewed.
Penalties for non or late payment will remain in 
place.

Appreciate that MTD is a change and HMRC will 
help, encourage and support businesses to 
implement MTD.
Businesses genuinely working towards 
implementation, but encountering delays will be 
treated sympathetically.
Businesses making no effort…..
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Get Ready 
for MTD VAT

Do you have a plan to get ready?
Do you have digital records in place?

Do you have MTD software?

When you do, and at the appropriate time, 
sign up to MTD.

Once you’ve signed up, only use MTD 
software to send your VAT returns.
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Making Tax 
Digital for 

Income Tax 
Self 

Assessment

What is Making Tax Digital for Income Tax Self Assessment?

Self-employed businesses and landlords with annual business or property income 
above £10,000 will need to follow the rules for Making Tax Digital for Income Tax 
Self Assessment from their next accounting period starting on, or after, 6 April 
2024.

You may also be able to sign-up voluntarily now. 
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What does 
this mean for 

customers

This means customers who sign-up to Making Tax Digital for Income Tax Self 
Assessment will be required to:

Send business income and expenses updates on a quarterly basis throughout the 
year

Finalise business income at the end of the year

Submit a final declaration instead of a Self-Assessment Tax Return.
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What you 
need to 

submit and 
when

Quarterly - You will need to submit mandated business income from your self-
employment or income from property business on a quarterly basis.

Annually - Other income types that are not mandated can be submitted annually, 
but optionally you can choose to submit these in year as well e.g. any dividends 
or bank interest you need to declare.
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What does 
this mean for 

customers

This means customers who sign-up to Making Tax Digital for Income Tax Self 
Assessment will be required to:

Send business income and expenses updates on a quarterly basis throughout the 
year

Finalise business income at the end of the year

Submit a final declaration instead of a Self-Assessment Tax Return.
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Thank you 
for listening


