
 

1 
 

 

 

MTD for Income Tax FAQs  A ccountancy P ractices  

 

What is Making Tax Digital for Income Tax (MTD for  IT )?  

MTD for Income Tax is a major reform to the UK tax system requiring taxpayers with self -employment 
or property income to keep digital records and submit quarterly summaries through software rather 
than a single annual Self -Assessment tax return.  

When will MTD for Income Tax start?  

The rollout begins:  

• April 2026 – taxpayers with income over £50,000  

• April 2027 – income over £30,000  

• April 2028 – income over £20,000  

Eventually this could affect around 3 million taxpayers.  

What replaces the Self -Assessment tax return?  

The traditional annual tax return is replaced by:  

• Quarterly updates during the tax year  

• A year -end Final Declaration confirming the taxpayer’s overall position.  

The Final Declaration deadline remains 31 January following the tax year.  

How many submissions will we handle per client each year?  

Minimum requirement:  

• 4 quarterly updates  

• 1 final declaration  

If a client has multiple income sources (for example property and a sole trade), separate quarterly 
updates must be submitted for each source, increasing submission volumes.  

What information is included in quarterly updates?  

Quarterly updates contain summary totals of income and expense categories generated from digital 
records.  They are not full tax calculations, and adjustments are made later at year end.  

Will quarterly updates replace the year -end accounts?  

No.  Quarterly updates are informational summaries only, while the final declaration still requires proper 
tax adjustments such as:  

• capital allowances  

• private use adjustments  

• relief claims.  

Do tax payment dates change under MTD?  

No.  Payment dates remain the same:  

• 31 January – balancing payment  

• 31 July – payment on account.  
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What technology should we use?  

You  must use HMRC -recognised MTD -compatible software to:  

• maintain digital records  

• submit quarterly updates  

• submit the final declaration.  

Can spreadsheets still be used?  

• Yes, but they must be connected to bridging software that can submit data digitally to HMRC’s 
systems.  

What digital records must be maintained?  

• Digital records must include:  

• transaction dates  

• amounts  

• income source  

• expense categories.  

These records must be stored digitally rather than manually.  

What penalties apply under MTD?  

Late submissions are subject to a points -based penalty system.  For example:  

• Each late submission adds a penalty point  

• Reaching the threshold (usually 4 points) triggers a £200 fine.  

Will HMRC apply penalties immediately?  

No.  The first year will have a soft -landing approach, giving businesses time to adapt before strict 
penalties are enforced.  

How will MTD affect accounting firm workloads?  

MTD will increase the number of compliance events per client . The o ld model  is 1 tax return per year . 
The n ew model  will be  4 quarterly updates  and 1 final declaration ;  however, the workload can be 
reduced through automated bookkeeping and digital integrations.  

How will MTD change our client relationships?  

You  will shift from annual compliance interactions to ongoing engagement, including:  

• quarterly bookkeeping reviews  

• regular tax estimates  

• advisory conversations.  

 

What operational changes should we implement?  

You  should:  

• standardise accounting software  

• move clients onto digital bookkeeping systems  

• automate bank feeds and receipt capture  

• build quarterly reporting workflows.  
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Which of our clients will struggle most with MTD?  

• older clients used to annual tax returns  

• spreadsheet -only clients  

• landlords with manual records  

• clients who only provide data once per year.  

Should we introduce monthly pricing models?  

Many firms are switching to monthly subscription pricing because MTD requires ongoing support 
rather than annual compliance.  

How should we prepare now?  

Preparation steps include:  

• Identify your affected clients  

• Move them onto digital software  

• Introduce bookkeeping systems  

• educate clients about quarterly reporting  

• update  your internal workflows.  

What opportunities does MTD create for u s?  

MTD creates opportunities for:  

• bookkeeping services  

• real-time tax planning  

• management reporting  

• cashflow advisory  

• Potential “ virtual” finance departments.  

Will MTD reduce the January tax return rush?  

Potentially yes.  Much of the data will already be submitted during the year, reducing last -minute work 
in January.  

 


