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For Practice Excellence Live 2017 AccountingWEB and Thomson Reuters teamed 
up to steer practitioners in the right direction for the next phase of Making Tax 
Digital, in which VAT filing is due to go live in April 2019. 

Up until July 2017, MTD was the most pressing issue of the year. The scope and 
timetable for MTD may have been softened, but it’s still going to happen and 
there are some obligations you will need to fulfil between now and April 2019. 

This paper summarises the advice of expert panel to help identify the clients 
who will be affected, and explain what practitioners can do to make sure the 
transition is as smooth as possible. 

Our thanks are due to AccountingWEB.co.uk consultant tax editor Rebecca Cave, 
Mark Purdue from Thomson Reuters and pioneering MTD pilot practitioner Gary 
Jacobs of Eazitax for their contributions to this paper.

MTD - What you need to do now

John Stokdyk
Global Editor, AccountingWEB

MTD session 1:



VAT and MTD: The road to 2019
Thanks to the government’s change of heart, 
VAT has taken over from income tax as the first 
MTD process to be implemented. VAT registered 
businesses will have to start filing via MTD 
systems from April 2019. 

The essence behind the MTD projects that 
software will capture data from the point that a 
transaction is made and the information will it 
seamlessly through application programming 
interfaces (APIs) to HMRC’s systems with no 
human interaction. In real life, that rarely 
happens as businesses frequently consolidate 
VAT information from different sources and carry 
out a range of tweaks and calculations before 
submitting final figures.

There will be particular issues under the new 
regime for VAT groups that need to combine 
accounting information for a single VAT return 

from several companies, and for businesses 
that use any type of VAT scheme which requires 
adjustments to the accounting figures, including:

• Flat rate scheme (FRS)

• Tour operators margin scheme (TOMS)

• Cash accounting

• Capital goods scheme.

“VAT registered  
businesses will 
have to start filing 
via MTD systems 
from April 2019.”



Finance Bill 2019-2019: The key issues
Tax advisers are looking for more detail to resolve 
these issues, but so far the draft legislation in 
circulation focuses on income tax. Clauses 60 and 
61 and schedule 14 of the draft Finance Bill 2017-
2019 deal with income tax matters, while clause 
62 makes provision for regulations to be made for 
MTD for VAT.

We don’t have sight of those VAT regulations yet, 
as HMRC as only issued an overview document 
of ideas about what the VAT regulations may 
contain. We do have draft regulations for MTD 
which deal with the general matters which should 
be common to all taxes:

• Digital record keeping requirements.

• Amendments to existing regulations for digital 
communications     

HMRC has also issued an explanatory note on the 
MTD notices which will be issued to taxpayers to 
require them to comply with the MTD regime. 

All of these draft regulations and the overview 
document for VAT regulations are open for 
comments until 10 November 2017. Please post 
your comments below and we will form them into 

a response from the AccountingWEB community, 
alternatively send your comments on the draft 
law regulations directly to: makingtaxdigital.
consultations@hmrc.gsi.gov.uk

Who will be affected?

The first businesses to be drawn into the MTD 
regime will be those who are VAT registered (in 
the UK) and have turnover equal to or in excess 
of the compulsory VAT registration threshold 
(currently £85,000). Note that this is a lobster pot 
requirement, as once the business is within the 
MTD for VAT regime, it won’t be able to exit even 
if it’s turnover falls below the VAT registration 
threshold at a later date.

Businesses with wholly exempt income, or have 
only small amounts of VATable income, will not 
be drawn into the MTD for VAT regime, which 
will be a relief to medical practitioners, dentists, 
and residential landlords. Businesses which have 
voluntarily registered for VAT (as are below VAT 
threshold or are not required – such as a local 
authorities) – will not be required to make MTD 
reports, but will be able to do so voluntarily.

https://www.gov.uk/government/consultations/making-tax-digital-reforms-affecting-businesses/making-tax-digital-for-vat-legislation-overview
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/644163/Making_Tax_Digital_Regulations_YYYY__030817_.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/644165/Amendment_of_SI_2003-282_YYYY__100817_.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/644228/Income_Tax_Digital_Requirements_Regulations.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/644228/Income_Tax_Digital_Requirements_Regulations.pdf


Overseas businesses who trade in the UK, need 
to register for UK VAT, even if their UK turnover 
is very small, but (depending on their trading 
structure), that business may not have to 
register with HMRC for other taxes (eg CT). Such 
businesses will be exempt from MTD reporting 
if their UK turnover is below VAT registration 
threshold. Such businesses may also be exempt 
from the MTD requirements on the basis of digital 
exclusion, as they may not be unable to interact 
with HMRC’s systems from outside UK.

What must businesses do?

The businesses who are within MTD for VAT will 
have two obligations:

• Keep digital records of all transaction details, 
within software that is capable of linking 
directly to HMRC’s systems; and

• Report the VAT return data via that software 
directly to HMRC, within 5 weeks of the end of 
their VAT quarter.

Only the totals for each of the nine boxes on the VAT 
return will need to be reported. The business can 
voluntarily report supplementary information on its 
transactions and the calculation behind each total 
for the nine boxes, but this will not be compulsory.

The submission deadline for MTD for VAT aligns with 
the current VAT return filing deadline, but it will not 
perfectly align with the MTD for income tax deadline, 
which will be exactly one month after the end of the 
quarter for which the MTD report is being supplied 
– i.e. one week earlier. A business will be able to 
submit the voluntary supplementary information for 
VAT (i.e. to align with income tax deadline) and send 
the final VAT return later.

Traders who use annual accounting scheme for VAT 
will only have to submit the MTD for VAT report once 
per year, as is currently the case for that scheme. 

Which makes one ask – what is the point of those 
traders being with MTD for VAT? It is possible that 
the annual accounting scheme will be phased out.

When will it start?

The overview documents for VAT regulations says 
that those regulations will come into from 1 April 
2019. But before then we need to get through a 
period of consultation on the draft regulations, 
and a full year of testing of systems for VAT 
reporting – which has not yet started.

The changes to VAT and customs duties brought 
about by Brexit may well apply from 1 April 
2019, which is exactly the same timing as the 
commencement date for MTD for VAT. Is it 
reasonable that businesses will be expected to cope 
with these two huge changes at the same time?

What happens beyond VAT?

MTD for income tax reporting and corporation tax 
will only become compulsory once MTD for VAT is 
fully up and running. In a written statement to the 
Parliament 31 July 2017, Mel Stride, the Financial 
Secretary to the Treasury, said: “The Government 
will not widen the scope of MTD beyond VAT before 
the system has been shown to have worked well, 
but not before April 2020 at the earliest”. 
 

 

“Changes to VAT and 
customs brought about 
by Brexit may apply 
from 1 April 2019” 



Thus, April 2020 is an aspirational date, but HMRC 
appear to be still treating it as a hard deadline.  

There is a lot of work to do to prepare the ground 
for MTD for corporation tax as that tax is paid by 
such a large range of businesses – from 1-person 
(too small to be VAT registered), to multi-national 
companies. How can one set of MTD reporting 
rules cope with such a wide range of business 
structures and complexities?

A similar argument could be made about MTD for 
partnerships; which range in structure from two 
individuals, to many thousands of individuals 
and companies or LLPs. Tiered partnerships are 
not uncommon in legal and fund-management 
sectors.

HMRC has not issued consultation documents 
for corporation tax or complex partnerships, 
or for that matter VAT! To my mind HMRC/ 
HM Treasury have not produced a convincing 
agreement to show that MTD will create any 
savings for companies or larger partnerships, as 
the proposed MTD reporting provides no benefit 
to anyone other than HMRC.

Practical challenges

Around 12% of VAT registered businesses currently 
use accounting software to submit their VAT return 
directly from their accounting software to HMRC, 
with no intervening step (as required for MTD). The 
software industry has a long way to go to bridge that 
gap.

Traditionally bookkeeping transactions create 
the data for VAT and for the foreseeable future 
spreadsheets will no doubt remain a key link in the 
MTD data chain. 

The work to pave the way for income tax under MTD 
such as authorising agents and their software, and 
passing data to and fro will be there for VAT too, but 
software developers still don’t know what the APIs for 
VAT MTD look like. 

Because of the different demands of the direct and 
indirect tax regimes, there are few products on the 
market that deal with MTD for VAT filing and income 
tax, so businesses face the prospect of using two 
or more software products to complete their MTD 
obligations.



Practical things you can do now 
“Start engaging with MTD, the 
framework is there, it’s not 
going away.” 
Mark Purdue, Thomson Reuters

According to Mark Purdue, even though tax advisers 
don’t know the fine detail, MTD is coming, and 
practitioners should not delay their preparations 
until all the technical points are resolved. Talk to 
clients about how to make the process easier now. 

“Start by looking  at your 
client’s process around VAT, 
and seeing how the accountants 
can get involved. Then prepare 
an accurate process?” 
Rebecca Cave, AccountingWEB 

The job of practitioner now should be to put 
processes in place, to take client education in hand 
and get them ready in good time for the demands 
that will come into play from April 2019.

As part of his firm’s preparations at Eazitax, 
Gary Jacobs is moving paper-reliant clients to 
spreadsheets and spreadsheets-reliant clients 
to software systems will help make the ultimate 
transition to MTD easier.

Internal education is also important. Give staff the 
tools to give clients advice and educate on MTD at 
every touch point, through communications like 
newsletters and emails as well as physical meetings 
and phone conversations. 

MTD presents an opportunity to talk to clients about 
the future of their business, says Jacobs.

 

“Do that newsletter, the one 
you keep meaning to do, the 
one that you send out to a 
company to do for you, write 
it yourself and make it direct 
to your clients. Include in your 
checklist for client meetings 
how they go the information 
from you.”
Gary Jacobs, Eazitax.

Clients who are keen for digitisation may have 
queries over other areas they want to implement 
process in and accountants can help with that 
planning. Equally those who are braced against the 
change could be looking for retirement or selling 
the business and accountants can help here to.



MTD & Data security 
What you need to know about GDPR

MTD session 2:

For the October 2017 Practice Excellence Live webcast series, AccountingWEB 
and Thomson Reuters teamed up to tackle the two big compliance issues facing 
practitioners in 2018-19: the implementation of VAT for Making Tax Digital (MTD) 
in April 2019 and the even more imminent challenge posed by Europe’s General 
Data Protection Regulation (GDPR), which comes into effect in the UK on 25 May 
2018.

Once the scope of MTD was reset to prioritise VAT and the implementation date 
pushed back to April 2019, practitioners started waking up to GDPR and putting 
it on their agendas for action. To address this need, our joint webcast on 16 
October featured three experts with different perspectives on GDPR:

• Victoria Tuffill, managing director, Data Compliant

• David Tucker, partner, Thomson Jeffers

• Ian Cooper, product manager, Thomson Reuters

As Victoria noted, “There is a presumption that every professional body is fully 
informed of all compliance regulations within their field of expertise. But the 
continuing barrage of changes and adjustments to European and British law 
makes it easy to drop the ball. For so many accountants it’s only just appearing 
on the radar. And there’s very little time for them to get ready.” 



This document is designed to help speed up that process by outlining what 
practitioners need to do in the following areas, in order to comply with GDPR 
from next May:

• The specific requirements of the General Data Protection Regulation (GDPR) 

• Why tax agents should be concerned

• Dos and Don’ts: key points practitioners need to understand to  
prepare for compliance

• Practical tips to prepare for GDPR

• Client communication and security principles

AccountingWEB would like to thank Thomson Reuters for supporting this vital 
effort and all our panellists for sharing their time and expertise. To keep up with 
further developments in this area, keep an eye on AccountingWEB’s GDPR topic 
page

John Stokdyk
Global Editor, AccountingWEB

https://www.accountingweb.co.uk/tags/gdpr
https://www.accountingweb.co.uk/tags/gdpr


The General Data Protection Regulation: The basics

In the words of Information Commissioner Elizabeth 
Denham, GDPR is “the biggest change to data 
protection law for a generation.”

The UK Data Protection Act 1998 has been in place 
for almost two decades and in that time technology 
has made huge strides in the way we communicate 
with each other and the volume of personal data that 
is collected and stored. GDPR is Europe’s response 
to those changes and seeks to extend the core 
principles behind the Data Protection Act (DPA) 1998 
into the digital age.

With so many emerging risks and threats, GDPR 
will force cyber security and data protection to 
the front of everyone’s mind.  This may not be a 
bad thing, nor is the underlying principle of giving 
individuals more rights and control over their own 
personal information. But the practical implications 
are significant for accountants. Much of the data they 
control is confidential in nature, requiring careful 
protection under existing legislation. Under the GDPR 
definitions, much of this data is sensitive personal 

information (universal tax references or national 
insurance numbers) that might allow someone to 
identify the individual to whom it relates. If that data 
is compromised, their identities could be stolen.

To meet the key GDPR requirements accountants 
need to recognise, document and minimise the 
personal data they hold and process. 

This could include:

• Data about employees 

• Data held to service clients such as: 

• data in practice management systems 

• data in compliance systems such as 
personal tax, bookkeeping, payroll and 
accounting

• Data held for marketing purposes

• Personal data held within your 
correspondence – including emails – which 
will contain personal data on your employees, 
clients and their employees.



Firms must know precisely where data is held 
so they can they assess the scale of the issue, 
and ensure compliance. The first step towards 
GDPR compliance is to build up a data inventory, 
identifying where data is held, who may access 
it, how it may be accessed, to whom it may be 
transferred, how it is transferred, for how long it’s 
kept; when and how it’s deleted.  

Once the inventory is carried out, focus on where 
the most sensitive data is located and then 
work backwards through your assets to the less 
sensitive areas. This can be a cathartic process, 
but once you’ve started the exercise will reduce 
the stress of the upcoming changes.

The new data regulation puts much store 
in accountability through compiling and 
documenting evidence around all data processing 
and the decisions taken around those processes. 
If you don’t already have one, develop a retention/
deletion policy for each category of personal data 
processed by the accountancy firm.

How GDPR interacts with practice and tax 
systems

On behalf of Thomson Reuters, Ian Cooper 
flagged up some of the areas where GDPR will 
intersect with the software systems used within 
accountancy firms. As digital tax expands, the 
amount of data being shared between different 
applications could increase the risk of personal 

data falling in to the wrong hands, and the 
proliferation of online systems in the cloud 
increases the jeopardy. 

Accountants are classed as data controllers under 
GDPR and the new obligations will include a duty 
to ensure that contracts with processors – the 
organisations that hold data that you may have 
entered about your clients – comply with GDPR. 
The law gives accountants the right to ask for their 
suppliers for their contracts and conditions.

Privacy issues

GDPR introduces new subject rights to allow 
individuals to ask for an organisation to disclose 
any personal information held about them. It’s 
worth noting that an opinion about an individual, 
expressed in writing, falls into the category of 
personal data.  

So if, for example, you have a difficult client, or 
one who raises ethical concerns and you send an 
email to a colleague stating such a view, or minute 
a meeting where that opinion is discussed, then 
that opinion becomes personal data.

This is important because of the clients’ rights to 
make a Subject Access Request.  This allows the 
individual to demand that they are provided with 
copies of ALL personal data held about them.  If 
that client then makes such a request you will be 
obliged to pass the contents of those emails or 
minutes to them.  So pay very careful attention to 

“Pay very careful attention to internal 
communications and staff policies.”



internal communications and staff policies in this 
area, as the number of these requests is likely to 
increase under GDPR.

In the case of tax records which need to be held 
for seven years, and other legal obligations such 
as anti-money laundering suspicious activity 
reports, there will be exemptions to what has to 
be disclosed.

The regulatory infrastructure is changing under 
GDPR. The Information Commissioner’s Office 
(ICO) will remain the responsible body, but the 
current proposal is to introduce a three tier 
regulatory system that differentiates between 
small and big organisations and how much 
personal data an organisation is processing. 

At the same time the fee structure is under review 
and is likely to reflect how much personal data 
and organisation is processing. The way things are 
moving, it appears that the unstated intention is 
to encourage data controllers and data processors 
to keep their data to a minimum. But the need 
to specify how much data is being controlled 
demands good governance – data controllers will 
need good records and systems to make accurate 
data volume declarations.

 
 
 
 
 
 
 
 
 

Data protection techniques

GDPR’s Principle 6, which deals with data security, 
is particularly relevant for accountants and sets 
out recommended data breach risk mitigation 
techniques including:

• Encryption

• Pseudonymisation

• Making sure the data is kept confidential 
through robust access controls

• Ongoing monitoring and assessment to ensure 
the integrity and resilience of the systems and 
services used and the firm’s organisational 
security measures

• That practices review – or if they don’t have 
one, develop – an information security 
management system to include policies and 
procedures for the management of personal, 
confidential and sensitive data

• A requirement to train their staff to ensure 
they understand information security 
requirements, develop security policy, and 
understand the basics of GDPR.



Communicating with clients

During the webcast, it became apparent that many 
accountants routinely email clients unencrypted 
attachments ranging from new client application 
forms asking for personal data that would be 
manna for identity thieves, to confidential data 
such as VAT submissions and tax returns.  

Even under the existing UK Data Protection Act, that 
method of communication is not acceptable, let 
alone GDPR.  So there is going to be a requirement 
for accountants to reconsider how they transfer such 
documents and information to and from their clients.  

The past few years have seen growing adoption 
of web portals within accountancy practices as a 
way to facilitate information transfers and to speed 
up client authorisations when filing deadlines 
near. This “self-service” approach will become 
an even more important enhancement to secure 
communications when GDPR comes into force.

When it comes to marketing communications 
GDPR sets much more stringent requirements for 
the recipients to actively consent to receiving your 
information. “The days of buying lists of thousands 
of email addresses and spamming them until they 
no longer work is over,” warned Ian Cooper.

The Privacy and Electronic Communications 
Regulations (PECR) intended to accompany the 
implementation of GDPR have not yet been 

published, so the conditions surrounding such 
business-to-business messages are not certain. But 
contacts about new services with existing clients 
are likely to be viewed as something of “legitimate 
interest” to them under the law, said Victoria Tuffill. 

Dave Tucker, a partner with Devon firm Thomson 
Jenner, was keen to emphasise that GDPR shouldn’t 
be viewed as purely as a compliance scare story. 

“There are opportunities in relation to this,” he said 
during the webcast. “As accountants we have direct 
communications with clients on a regular basis. 

“Clients are going through the same process. So 
put [GDPR] down as an agenda point. We’re not in 
position to give guidance, but we can put them in 
contact with people who can guide them. It’s an 
extra way to add value and set you apart from the 
normal compliance conversation. Let’s give them 
positive solutions to make it easier for them.”

GDPR was another tool that practitioners can use to 
bolster their reputation and credibility, continue: “If 
clients can see you’re on top of this and understand 
it, they’ll trust you more and they’ll be more willing 
to give you more information.”

Building that confidence among clients that you are 
compliant with GDPR and that you will treat client 
data in the way they expect and the way regulations 
require will give you a competitive edge.

“If clients can see you’re on top of this 
and understand it, they’ll trust you more 
and they’ll be more willing to give you 
more information”



Next steps

Firms can’t do everything at once. Don’t get 
paralysed by the size of the task. Partners and 
directors will need to embrace this task and treat 
it like any other change management process.

It can be a big help to appoint a champion of the 
transition – but NOT necessarily a data protection 
officer (DPO), a formal role that introduces a 
new level of regulatory complications. The non-
statutory champion does not need to be a partner, 
but should be someone who understands the 
importance of protecting client data and can 
calmly instil this importance among other staff. 

All of our GDPR experts emphasised training 
as a priority ahead of the transition. For any 

accountancy firm to be compliant with GDPR, it is 
essential that everyone in the practice, from most 
junior to most senior, understands what GDPR is, 
why it is important for the practice, and what they 
need to do to meet its legal requirements.

Large-scale, government endorsed security 
surveys confirm that the majority of data 
breaches are caused by inadvertent human 
error.  So training in the principles of information 
management and cyber security isn’t just a 
sensible preparation for GDPR compliance, it 
can go a long way to lessening the risks of data 
breaches in the first place.
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