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VAT portal 
closing for 
Making Tax 
Digital
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The only option will be to use software 

compatible with Making Tax Digital (MTD) to 

keep VAT records and file returns. Businesses 

that file annual returns will be able to use their 

online VAT account until 15 May 2023.

MTD was extended to voluntarily registered 

businesses below the VAT registration 

threshold from 1 April 2022, but not all have 

signed up. 

Businesses that fail to do so may face a 

default surcharge or, from January 2023, late 

submission penalties and interest. HMRC has 

advised that businesses yet to sign up to MTD 

should first choose MTD-compatible software 

suitable for their needs, permit it to work with 

MTD, then sign up to MTD and use it to file 

returns. 

Software discounts may be available
The government recently expanded the ‘Help 

to Grow’ software discount scheme to include 

businesses with at least one employee. The 

scheme o�ers a 50% discount on digital 

technology of up to £5,000 but still excludes 

the very smallest businesses. 

Businesses that are exempt from MTD will still 

be able to use the online portal. You should 

apply for an exemption as soon as possible if it 

is not reasonable or practical for your business 

to use computers, software or the internet.
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TAXTAX

At present, the profits of a tax year are generally based on the profits of the accounting period 

ending in that tax year, with special rules for the opening and closing years of a business. 

From the 2024/25 tax year, businesses will be taxed on the profits arising in that tax year, calculated 

by time-apportioning profits of the accounting periods that fall within the tax year. Businesses that 

cannot finalise the accounts needed for the second part of the tax year in time will have to file 

returns based on provisional figures and revise them once final figures are available. Businesses can 

avoid this complication by changing their accounting date to 31 March or 5 April – both dates are 

treated as aligned with the tax year so avoiding apportionment.

Under transitional rules, taxable profits for 

2023/24 will be based on the period from the 

end of the 2022/23 basis period plus a transition 

component running from the end of this 12-month 

period up to 5 April 2024. Any unrelieved 

overlap profits – generally those that arose in 

the business’s opening years – will be deducted. 

Should this calculation result in higher profits than 

for the normal 12 months, the transitional period 

additional profits can be spread over a period of five years. 

The change runs alongside the implementation of Making Tax Digital for Income Tax (MTD). 

Businesses will have to use MTD-compatible software to keep digital accounting records, send 

quarterly digital reports to HMRC of receipts and expenses and provide a digital ‘end of period 

statement’ to finalise the year’s taxable profit. MTD will generally start on 6 April 2024 for sole 

traders and from 6 April 2025 for general partnerships. 

With just 17 months to go, time can run quickly, so allow plenty of time to plan through the 

implications of these changes.

Start planning for accounting 
basis changes
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