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It’s now three years 
since George Osborne 
announced the end of 
the tax return in his 
Budget speech: 

We will abolish the annual 
tax return altogether. 
Millions of individuals 
will have the information 
the Revenue needs 
automatically uploaded 
into new digital tax 
accounts. A revolutionary 
simplifcation of tax 
collection [which] spells 
the death of the annual 
tax return. 
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The “Original” MTD timetable
How far has the UK come since then – and what can we expect the 
next three years to hold?

Looking back, the original timetable was an ambitious 
one. The journey to digitisation would require a 
fundamental reimagining of the behaviours of taxpayers 
and their interaction with HMRC, as well as a significant 
legislative framework. In July 2017, the Government 
announced that it was easing the pace slightly, deferring 
some of the changes to end up with the right result. 

In April, HMRC announced a further temporary delay 
to certain aspects of Making Tax Digital for Individuals 
(MTDfI) including simple assessments and real-time tax 
coding. However, the VAT aspect of Making Tax Digital 
for Business (MTDfB) is still scheduled to go ahead as 
planned from April 2019 and it can only be a matter of 
when not if for MTDfl.

2016

Jan - Jun

All of the UK’s five million
small businesses and 
every individual taxpayer 
will have access to their 
own digital tax account.

Taxpayers can see 
how their National 
Insurance contributions
affect their State 
Pension through their 
digital account.

2016

Jul - Dec

–  Testing starts for digital
reporting of accounts by small
businesses.

– Testing starts on using real-
time information to show
taxpayers how their personal
allowances are shared between
jobs and pensions.

–  Bank and building
society interest above
the personal savings
allowance included in
tax codes for employees
and pensioners.

–  Authorised agents able
to manage their clients’
digital tax accounts.

2017

Jul - Dec

Testing starts for digital 
reporting of income 
from letting property.

Taxpayers able to 
report additional 
sources of income 
through their digital 
tax account.

2017

Jul - Dec

–  Digital tax accounts
show taxpayers an
overview of their tax
liabilities in one place.

–  Automatic tax code
adjustments prevent
PAYE under and
overpayments.

2018

Jul - Dec

Interest paid by 
banks and building 
societies starts to be 
shown in digital tax 
accounts.

2018

Jul - Dec

Most businesses, 
self-employed and 
landlords start 
updating HMRC 
quarterly for Income 
tax and National 
Insurance obligations 
through their 
accounting software.

2019

Testing starts for digital 
reporting of income 
from letting property.

Taxpayers able to 
report additional 
sources of income 
through their 
digital tax account.

2019
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–  Most
companies
start updating
HMRC
quarterly for
Corporation
tax obligations
through their
accounting
software.

–  The full range
of HMRC
services are
available
through digital
tax accounts.



Making Tax Digital –  
HMRC’s four foundations
Whilst the original timeline has been pushed out, it would be wrong to think that 
MTD is another faltering victim of Brexit priorities. It is clear from pressing ahead 
of the MTDfB that the Government still fully intends to introduce it, and meet the 
objectives below:

This is about transforming the UK 
tax system into something that feels 
completely different. 

This is about bringing the tax 
system into the digital age, saving 
businesses time and money.

This is about acknowledging that 
digital is already accepted by the 
majority of organisations.

01
Better information

– Taxpayers should not have to give HMRC information it already has, or can get 
elsewhere, and it should be easy to check the information HMRC has received.

– Simpler reporting should reduce mistakes leading to lower penalisation and 
close the tax gap.

02
A single financial account

– Taxpayers will be able to see a full ‘tax picture’ of what taxes they pay and owe 
online, in their ‘digital account’ with HMRC. 

– If they overpay on a tax, they will be entitled to offset the overpayment against 
other liabilities.

03
Tax in real-time

– Allow businesses and individuals to keep track of how much tax they will be 
paying throughout the year.

– Businesses to update HMRC quarterly with accounting information prepared 
digitally and HMRC will use this to enable accurate interim tax calculations.

04
Digital interaction

– Enabling digital interaction with HMRC at any time and giving individuals a 
personalised picture of their tax affairs, along with prompts, advice and support.

– Replace the “more confusing” self-assessment tax return system.
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What can we learn from the 
introduction of MTDfB VAT? 
In terms of MTDfB, the commencement date for VAT reporting is April 2019.  
This applies to all VAT-registered businesses with a turnover above the VAT 
threshold of £85,000. It is clear the introduction involves the following: 

Legislative 
change 

A pilot  
scheme 

Commercial 
software 

compatible with 
HMRC’s systems 

Digital record 
keeping 

The MTDfB - VAT pilot started in April 2018 and HMRC 
have identifed “a few” businesses to participate in this 
scheme. 

So what does this mean for VAT? 

The frst main requirement of the new VAT regime is for 
companies to maintain digital records in a “functional 
compatible software”. The second requirement is to 
create and submit a VAT return digitally from those 
records. Functional compatible software is software 
which can digitally connect with and transfer data to 
HMRC’s systems via an Application Programming 
Interface (API). 

Spreadsheets are digital records – but HMRC was very 
keen initially to move organisations away from using 
Excel-based records. Even if, in the short term, data is 
still maintained in spreadsheets, organisations will need 
to be able to extract the fgures, submit them to HMRC 
and receive information from HMRC regarding their 
MTD regulatory compliance. This would probably need 
to be completed using some kind of bridging software. 

HMRC has been using APIs for the last 17 years and 
they are currently in place for a number of services, 
such as PAYE Real-Time information submissions, 
Income tax returns and Corporate tax returns. 

Organisations do not generally tend to keep completely 
separate records for different taxes. Any investments 
in software that are expected to comply with the VAT 
requirements may therefore need to be leveraged to 
deal with the forthcoming introduction of MTD for 
Income and Corporation tax. 

A seamless digital link will be required from the 
recording of transactional data in the digital record 
through to the submission of the VAT return from an 
appropriate software vehicle, however there will be 
a year’s soft landing period in respect of the creation 
of certain digital links between different parts of 
the functional compatible software. This will give 
businesses time to make more complex systems MTD 
compliant. 

Therefore, we can be fairly confdent that in time, we 
will see similar requirements being introduced for other 
Income tax reporting requirements – for example, for 
P11ds, PAYE settlement agreements, annual share 
returns and business traveller reporting. 

The real-life learnings from the VAT pilot will be 
observed carefully and should provide plenty of useful 
insight for when MTD is widened. 

HMRC has been using APIs for the last 17 years and 
they are currently in place for a number of services 
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What is already happening in the
world of MTD for individuals?
Digitisation is already a partial reality in the form of Personal Tax Accounts 
(PTAs) for individuals. They have been available for the last couple of years 
and are intended to be an easy way for taxpayers to check their tax position 
and to notify HMRC of changes. The list of what can actually be done in 
them is already fairly extensive. Taxpayers can:

See tax codes and make 
immediate adjustments

Claim refunds when leaving 
the UK and claim tax relief for 
employment expenses

Make voluntary disclosures

Complete and submit a variety  
of forms

Apply for certificates of residence

Check their state pension 
forecast

Tell HMRC about other sources 
of income and benefits including 
company cars and medical 
benefits for example.

The latest figures show that

14 million
taxpayers used their PTA

5 million
have used the tax estimate service

3.6 million 
completed online forms

PTAs are being pre-populated with data that HMRC 
has collected from employers and pension providers. 
Individuals can see their year-to-date pay, in line with 
HMRC’s vision that every UK taxpayer with digital 
access will be able to see their year-to-date tax position 
in real-time.

When completing Income tax returns online, individuals 
are now seeing P60 and P11D data pre- populated which 
removes the need to find the paperwork.

HMRC also now has an app where it’s possible  
to access all the data in your PTA and tax calculations 
on a weekly, monthly or annual basis. It looks and feels 
like online banking!
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PTAs already look and feel a lot like online banking! 

At present, not all information already held by HMRC 
and other government departments is being fed into 
PTAs. This is beginning to change. Towards the end of 
last year, HMRC started to collect information on bank 
and building society interest. They are using this data 
to populate and estimate interest for the 2017/2018 tax 
years. The frst calculations including interest in the tax 
codes began to be issued in December 2017. 

In the longer term, HMRC is likely to want to increase 
the amount of information received from third parties, 
potentially including letting agents, charities (in respect 
of Gift Aid donations), trusts, companies (in respect of 
dividend payments) and pension schemes. 

HMRC will need to fnd the right balance between data 
quality (ensuring that the right data is reported and 
attached to the correct individual) and ensuring that any 
new reporting requirements do not impose an excessive 
burden on businesses. One aspect to consider will be 
how to correct third party data, should it be incorrect. 

HMRC began issuing ‘simple assessments’ based upon 
the information held in personal tax accounts, removing 
the need for a tax return to be completed. Initially, this is 
only for two groups of taxpayers: those who underpaid 
PAYE for 2016/17, where the underpayment cannot be 
collected by an adjustment to a tax code, and those who 
started to receive a state pension in 2016/17, where 
this is their only source of income and it exceeds their 
personal allowance. 

Whilst the expansion of simple assessment is 
temporarily on hold, these developments hint at what 
the move to digital really means. We might conclude 
that from HMRC’s initial forays the intention is very 
much to remove more and more taxpayers out of self-
assessment, spelling  the death of the tax return. 
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Next steps 
With the introduction of digital 
delivery, compliance will inevitably 
evolve from ‘post-transaction’ analysis 
to ‘upstream’ compliance. 

For individuals, it will be easier to fully comply and HMRC 
will become less reliant on taxpayers to submit data. 
Taxpayers will be able to self-serve many aspects of their 
affairs using their PTA, which will save time. 

Businesses which invest now in the technology to achieve 
real- time compliance will beneft from enhanced tax risk 
assessment processes, improved tax certainty and a more 
collaborative relationship with HMRC. 

In our next article we will explore how emerging 
technologies may impact on future tax compliance. 
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Contact us 
For further information please contact 
the advisors below or your advisor at 
your local KPMG offce. 

Bethan Thomas 
Director, 
Global Mobility Services 

+44 (0)20 7311 2354 
+44 (0)7917 040 086 
bethan.thomas@kpmg.co.uk

Athos Tziambazis 
Director, 
Global Mobility Services 

+44 (0)20 7311 3451 
+44 (0)7833 484 111 
athos.tziambazis@kpmg.co.uk

Matthew Fox 
Senior Technical Manager, 
Global Mobility Services 

+44 (0)20 7694 3992 
+44 (0)7342 052 397 
matthew.fox@kpmg.co.uk

About KPMG’s Global Mobility Services 
(GMS) 

Aligning our thinking to your talent 
management objectives, we can support you 
with the planning and management of your 
international workforce. 

GMS provides advisory, compliance and administrative 
services, along with outstanding technology, to help you 
manage an international workforce. 

Our network across KPMG member frms of over 4,000 
leading specialists supports more than 2,500 companies 
across 140 countries worldwide. The tools and advice 
we provide helps to simplify business functions and 
reduces time spent on compliance, making the assignee 
experience more seamless. 

For many organisations, the pressure to compete 
effectively has led to an increase in the size and 
complexity of their global workforce, placing greater 
demands on international human resource teams. 
Managing compensation, tax compliance and global 
mobility is becoming more costly, complex and time-
consuming. 

GMS brings together a wealth of tax, technology, 
immigration and mobile administration services to help 
you manage your global workforce in an easier, safer 
and far more effcient way. Whether you are considering 
expansion or relocation to a new location, an acquisition 
or more streamlined processes to help you manage your 
existing workforce, our practice can help support you. 
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