
 

 

What digital tax means for your business 

 

 

Confused about government changes to tax? Want to know if it will affect you? We have 

the answers. 

 

Three million small business owners and landlords have been given more time to prepare 

for a controversial new tax system. 

The government’s Making Tax Digital initiative covers the introduction of digital record 

keeping and quarterly reports to HMRC. 

It was set to apply to almost all businesses, self-employed people and landlords from 

April next year. However, following pressure from businesses and its own MPs, the 

government has announced a relaxation of its timetable. 

Now, only those with a turnover above the VAT threshold of £85,000 will have to keep 

digital records for VAT purposes from 2019. 

Businesses will not be asked to keep digital records or update HMRC quarterly for taxes 

until at least 2020. 

Around three million smaller businesses and landlords will be encouraged to move to the 

new system ‘at a pace that is right for them’. 

Despite this, financial experts are urging businesses to start planning now. 

What will change? 

Companies, self-employed people and landlords will need to use online/cloud software to 

keep business records – the days of manual record keeping and spreadsheet records will 

be over. 

Businesses will have to report quarterly instead of annually. 

What are the benefits? 

HMRC says the initiative will modernise and streamline the tax system. 

From a business point of view, having your records on the cloud will mean you can get a 

clear view of your finances. 

The cloud also means your accountant will be able to quickly and easily access the data 

to help you solve queries. 

It can help in planning for your tax payments. 

Having your finances online could help you run your business from anywhere at any time 

– whether that is at work, home or remotely using your mobile phone. 

If you use the correct software, it should automatically post bank receipts and payments 

in real time meaning your records will always be up to date. 



Other options include the ability to photograph purchase invoices and expenses and 

upload them. 

Why were people concerned? 

The initiative was originally set to be implemented from April next year. A timetable the 

House of Lords’ economic affairs committee said was rushed. 

Members were concerned small firms were not ready to cope with the additional 

administrative and financial demands of digital taxation. 

What should I do now? 

Your accountant should be contacting you to discuss the new rules. 

There are already numerous software providers out there for digital record keeping so 

ask your accountant which they would recommend and which is fully compliant. 

If you do not have an accountant, go to the Direct Gov website for advice and support. 

Chartered accountants and tax advisors McPhersons http://www.mcphersons.co.uk/ is 

offering two hours of free training on compliant digital tax software, including the 

transfer of all data. 

Get in touch by calling 01424 730000 or emailing info@mcphersons.co.uk 
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