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Making Tax Digital 
explained

It aims to provide you and your clients with an up-to-date view on your clients’ tax position 
and enables you to help your clients manage their fi nances bett er. 

The wheels are already in motion and changes may arrive along the way. As a technology 
company born and bred in the UK, Sage is working closely with HMRC, to ensure that our 
customers are heard and that this digital journey runs as smoothly as possible for everyone.

You can rest assured, when you need it, Sage has the right solution for you and your clients.

Making Tax Digital for Business (referred to as Making Tax Digital 
or MTD in this document) is a government initiative all about 
making it easier for you and your clients to manage and pay taxes.
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• All self-employed individuals, landlords and incorporated entities with 
business income over £10,000 will be required to keep digital records of all 
their income and expenditure and submit these records electronically to 
HMRC. Those in employment who have secondary income of more than 
£10,000 per year through self-employment or property will also be aff ected.

• HMRC will not provide you or your clients with the tools for digital record 
keeping and submission. These will be off ered through commercial 
soft ware providers

• Those aff ected have the option to make the electronic submission in 
collaboration with their accountant or bookkeeper or can do this on 
their own. 

• Updates to HMRC will need to be made at least quarterly, taxpayers 
will have an option to pay tax based on their quarterly submissions, if 
they wish.

• Any activity at the end of the year must be concluded and sent either by 
ten months aft er the last day of the accounting period, or by 31st January, 
whichever is sooner.

What Making Tax Digital really means
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Who is exempt from 
Making Tax Digital?

HMRC has stated there will be exemptions for some 
organisations including:

• All self-employed individuals and landlords with income below £10,000. 

• Those in employment who have secondary income below £10,000 per year 
through self-employment or property.

• Charities and Community Amateur Sports Clubs.

• Digitally exempt – the defi nition of which is: 
 " A person who is a practising member of a religious society or order whose beliefs are incompatible 

with the use of electronic communications; and persons for whom Making Tax Digital is not 
reasonably practicable for reasons of disability, age, remoteness of location, or any other reason.  “

 " “
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Here are some key deadlines you should know: 

To make life easier, standing data such as their unique tax reference, name, and address, will be collected at the registration point of Making Tax 
Digital, so won’t need to be submitt ed with quarterly updates. There are further consultation periods to come for those aff ected in April 2019 and 
April 2020, as set out above.  

Timelines

April 2018 April 2019 April 2020

Who is aff ected? Self-employed individuals and landlords with 
income over the VAT threshold.

Those in employment who have a secondary 
income through self-employment or property 
more than the VAT threshold.

Self-employed individuals and landlords with 
income above £10,000 and less than the VAT 
threshold.

Those in employment who have secondary income 
of more than £10,000 and less than the VAT 
threshold through self-employment or property.

Self -employed individuals, landlords and 
incorporated entities who are registered for 
and pay VAT.

Incorporated entities who pay 
Corporation Tax.

What do they need to do? Keep digital records and make tax 
adjustments to income and expenditure, submit 
quarterly updates and a year-end summary for 
income tax.

Keep digital records and make tax adjustments to 
income and expenditure, submit quarterly updates 
and year-end declaration for income tax and/or 
VAT - including any adjustments.

(Note: Consultation with details on VAT arrangements for MTD 
has not yet begun and information provided is subject to this)

Keep digital records and make tax adjustments 
to business income and expenditure, submit 
quarterly corporation tax and/or VAT updates.

(Note: Consultation with details on Corporation Tax 
arrangements for MTD has not yet begun and information 
provided is subject to this)
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Penalties for 
late payment

• A points based penalty – Penalty points are awarded for each deadline missed with a 
penalty issued when the points reach a certain threshold.

• A regular review of compliance – A review would be carried out that looks back over 
a period of time reviewing the compliance of a customer and calculating a penalty 
where appropriate. 

• Suspension of penalties – This model gives the customer the opportunity to prevent 
a penalty payment by providing a late payment. 

The HMRC are also considering penalty interest – a new sanction for late payment.  
HMRC will consult later in 2017 on draft  legislation for penalty interest.

Up until 11 June 2017 HMRC are consulting on the sanctions 
for late submission and late payment. Within this consultation 
document three penalty models are being considered: 
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Go live MTD 
Income Tax 
Unincorporated above 
the VAT threshold. 

Key dates you should know

Finance bill completed

HMRC Public Beta begins 
Essentially taxpayers directly feeding into the 
development of Making Tax Digital for Business with 
changes made as a result of their feedback. You and 
your clients can start participating in the initiative 
prior to it being mandated.  If you and/or your 
clients are interested in participating in Sage’s Beta 
programme we would be delighted to work with you. 
Contact your account manager.

Self Assessment Deadline Second mandated quarterly 
submission (for self-
employments where fi nancial 
year begins April 2018).

Go live MTD Income Tax 
Unincorporated below the VAT threshold. 

The fourth mandated quarterly 
submissions (for self-employments 
where fi nancial year begins April 2018).

April 2017 January 2018 October 2018 April 2019 

July 2017

Sage Summit UK  
An excellent opportunity for you to learn 
more about Making Tax Digital for Business 
and how we at Sage are approaching this. 
Learn more about product developments that 
will make yours and your clients lives easier.

First self-employed individuals and 
landlords to report for their mandated 
quarterly submission (for self-
employments where fi nancial year 
begins April 2018).

Third mandated quarterly submission 
(for self-employments where fi nancial 
year begins in April 2018).  Self-
Assessment deadline for individuals 
and for unincorporated businesses with 
income above £10,000 for tax year 2017-18.

Go live 
Corporation Tax.

April 2017
July 2018

January 2019

April 2020 

April 2018
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*Sage survey in Feb 2017 to 500 existing Sage accountants and bookkeepers

Sage guidance for 
accountants and bookkeepers  

However, we know managing your workload and the fees you charge your clients 
are a major challenge, so boosting the effi  ciency and processes of your practice is 
key. It pays to think ahead.

Considering future clients as well as existing ones is important. 70% of new 
business start-ups are tech-savvy millennials, so their expectations of interacting 
with their accountants will be diff erent to more traditional businesses. 

In a recent survey with 500 accountants and 
bookkeepers*, 40% of accountants saw Making 
Tax Digital as a good opportunity to help small 
businesses thrive and survive, and 38% said it 
would help to acquire new clients.

The 5 key steps you need to take:

Understand which clients 
will be impacted and when

Outline the services you 
provide and your costs

Review your internal 
processes and resources

Prepare your clients Support from Sage

01 02 03 04 05
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• How many may retire or exit - what are their succession plans?

• How many are VAT registered or likely to be? 

• How many are incorporated/unincorporated?

• What is their turnover? 

• What is their entity type? 

• Is their accounting cash or accruals? 

• When is their fi nancial year end? 

• Are your clients easy to interact and correspond with? 

• Who will struggle adapting and what extra support will they need? 

• What soft ware do they use and under what contract? 

• If they’re using Excel, can they adopt soft ware easily? 

• If they use manual records, can they adopt soft ware easily? 

Ask the right questions:

This will help you assess your workload and develop a soft ware solution to manage it. You will need to consider how many clients you 
have and of those, how many will be initially impacted by Making Tax Digital. Think about your clients future needs as well. With potential 
business growth of some clients it could mean an even greater number will be aff ected by 2018. 

Most businesses are using manual records or Excel, so encouraging your clients to adopt cloud-based soft ware now is recommended.

Understand which clients will be impacted and when

Adam Prince, VP Compliance at Sage

Many cite that their business is too small, simple or that they haven’t even thought of using so� ware. 
However, with the digital transformation to our tax system around the corner, this may mean that 
spreadsheets are not the most eff ective way to capture, record and submit your expenses and income.  “

“

01
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Many accountants have found that changes such as Auto enrolment have led to opportunities to provide more support to clients, 
but the challenge has been incorporating this into their fees. 

Outline the services you provide and your costs 

Assess how best to work with your clients. You will know from 
experience which clients are more capable than others. Educate 
your clients on the impact of inaccurate submissions and 
calculations and provide them with extra support and tuition to 
help pre-empt avoidable mistakes.

Making Tax Digital is an opportunity 
for practice and service growth. It 
is worth considering how you will 
package MTD support to existing 
and new clients and how you will 
diff erentiate yourself from your 
competitors.

Make MTD work for you

Sean Evers, Director of Accountants and Bookkeepers at Sage 

There is a real opportunity for accountants to move from a role on 
the side lines as a spectator and become more actively and directly 
involved in the game, taking control and supporting the direction of 
the company more proactively – becoming a virtual CFO for clients.

For some accountants, the move to advisory services can be a 
daunting prospect, but it doesn’t need to be that way. In fact, more 
o� en than not, accountants are already giving this advice and 
sharing their expertise such as tax planning, corporate fi nance or 
cash fl ow management, and it’s about doing this more o� en and 
more in-depth. The scope now requires accountants to take this 
expertise and experience and wrap it up into a coaching role.  ” 

“

Richard Bugler, Managing Partner at Albert Goodman LLP,
advises that to be an accountant of the future you will need to adapt.

Clients’ expectations are changing. Through technology, clients 
will expect a quicker delivery of service and a fast response.  “

“

02

Are your clients

digital
ready?
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Consider how you currently engage with your clients and whether this will need to evolve. Once you’ve reviewed your 
services and costs, it’s also good to know what your team spends most of their time on.

Review your internal processes and resources 

Bank feeds are a great way to automate more manual 
processes and gett ing clients to use soft ware will also 
reduce your costs to serve.

Automating processes is key

• If you are planning on expanding your client base and off ering 
new services, the less time spent processing the bett er. 

• Be confi dent everyone in your practice is familiar with the 
bookkeeping soft ware a client is using and know how to get the 
best out of the soft ware.

• Consider how you will tackle tracking exceptions and errors. 
It will be important to know that adjustments need to be 
identifi ed when managing quarterly returns.

• Make sure your clients have accessed their digital tax account 
well in advance. 

• Agree what the sign off  processes and touch points will be, 
identify the volumes you are working with and what tools you 
have at your disposal to support these.

Remember:

Sean Evers, Director of Accountants and Bookkeepers at Sage  

Small and medium businesses are at the heart of the UK economy. 
Thanks to technology doing the number crunching, the accountant 
can help those companies grow, in turn driving the UK economy’s 
growth.  ”

“

03
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Now is the time to start preparing your clients. Talk to them, let them know they are in safe hands and you are there to support them.  
You could create a communication and engagement plan for the key segments of your clients. 

Prepare your clients

Work out which of your clients use soft ware and which don’t. Get them to use soft ware as soon as you can. The earlier you do, 
the bett er it will be for both of you.

Not all manual receipt clients will be opposed to adoption. Over 
71% of individuals have smartphones and are using technology 
to make purchases every day. So, build case studies to show how 
other clients have benefi ted, and what the adoption experience 
was like, all thanks to you.

Clients who are using spreadsheets already show a willingness 
to input records. Capturing income and expenditure on a 
smartphone using Sage Expenses & Invoices is an excellent, 
easy-to-use alternative. And they don’t need a computer to 
record either, it can all be done from their mobile phone in real-
time. Easier for both of you. Get your clients to download the app 
onto their smartphone and see how simple it is.  

The best time to move clients to so� ware is o� en at the 
beginning of a fi nancial year.  Do this during the 2017/18 tax 
year to make it easier for go live with MTD. 

Current Clients Manual receipt clients 

Let them know they are on the right soft ware now and working 
well, your reassurance will be good to hear.

Many accountants are going to be involved in the public beta
of MTD. It might be worthwhile considering this for your practice 
and involving some of your clients. This way you get to refi ne 
your plans and working practices to ensure a smooth transition. 
Interested in participating? Speak to your account manager.

Future Clients

Clients who’ll transition easily

Use social media, business press and business events to show 
that you’re ready and prepared for Making Tax Digital.

04
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Sage has many accountants who fi nd real value in providing training and 
support on soft ware. Our team of experts would be happy to support you 
with running client workshops.

We will support you and your clients every step of the way, helping you to understand exactly 
what this means for you and your business.

We are working closely with HMRC to ensure transition is smooth. We’re involved in 
HMRC’s private beta and we’ll be participating in the public beta. Use our dedicated area 
on sage.co.uk/makingtaxdigital as a resource for your practice and your clients, and watch 
out for regular updates as we uncover more about Making Tax Digital. 

Sage provides ongoing support to accountants and businesses. Our dedicated team work 
with you, help to train the team in your practice, and we can run events with your clients. 

We are working hard to help small businesses adapt new technology to make the transition 
to Making Tax Digital a positive one.

Support from Sage  

Want to speak to us?

Discover more about MTD and how 
we can work with you and your clients.

0845 111 11 11

Want to learn more?

Check out our website for the latest info 
and get to grips with MTD.

sage.co.uk/makingtaxdigital
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