Making Tax Digital for VAT - FAQs II
1

I am one of the entities that has
been deferred. Do I need to do
anything special?
MTDfV is deferred until 1 October 2019
for the following businesses:
• trusts
•	not for profit organisations that are
not set up as a company
• VAT groups and divisions
• certain public sector organisations
• public corporations
• traders based overseas
•	businesses that are required to make
payments on account
• annual accounting scheme users
If you are one of the entities above and
should be deferred, you should have
received a letter from HMRC to confirm
deferral. If you have not received a letter,
we recommend that you contact HMRC
and request a letter as soon as possible.
We have been made aware that some
entities have received a letter incorrectly
from HMRC confirming that they are
deferred. HMRC have said that in these
cases, they will honour the letter and the
deferral will apply to the entity.

2

 hat should I include in the value
W
of my turnover when considering
whether I need to comply with
MTDfV?
In order to establish whether your
business will need to comply with MTDfV
the value of taxable supplies over the
last 12 months will need to be assessed.
Taxable turnover is calculated by
considering all standard rated, reduced
rated and zero rated income i.e. all
income other than exempt income and
income that is outside the scope of VAT.
If your business is not required to comply
with MTDfV at the present time it may
become liable to comply with MTDfV in

the future. If at any point in the future the
taxable turnover of your business in the
previous 12 months exceeds £85,000,
MTDfV will apply.
3  I run a hotel and have separate
software for bookings. How must
I account for the bookings on my
accounting software under MTDfV?
Manual posting of bookings totals
to accounting software will be
acceptable in the soft-landing period.
However, from 1 April 2020 there
must be a digital link from the booking
system to the accounting software.
Some of the supplies made by a
hotel business will fall under the retail
scheme, for example catering, bar and
shop sales. HMRC have confirmed
that where businesses account for
VAT using a retail scheme they must
keep a digital record of the Daily Gross
Takings (DGT). This means that a daily
total of takings can be posted to the
accounting system rather than every
transaction.
There is currently no requirement to
keep a separate record of the supplies
that make up the DGT within functional
compatible software.
Note that retail schemes are aimed at
retailers that cannot account for VAT
using normal accounting. Retail is
the selling of goods or services to the
public for use or consumption rather
than resale.
Businesses can only use the retail
schemes to account for retail sales.
If you make a mixture of retail and
non-retail sales you can use a retail
scheme to calculate the tax due
on your retail sales only. You must
account for non-retail sales using the
normal method of accounting.
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Under MTDfV can I post supplier
statements on accounting
software rather than each
individual invoice?
Yes, using supplier statements to
create the digital record is accepted
under MTDfV. The statement must
show a full VAT breakdown.
Who is exempt from MTDfV?
The expectation is that most taxpayers
will be able to meet the legal obligations
of MTDfV however, HMRC accept that it
may not be possible for a small number
of taxpayers to do so.
Businesses may be exempt for reasons
of religion, age, location, disability or if
the business is subject to an insolvency
procedure. Applications for exemption
must be made in writing to HMRC.
Businesses do not need to sign up
to MTDfV if they are already exempt
from filing VAT returns online or taxable
turnover is less than £85,000.
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Once I have MTD compatible
software in place I am ready for
MTDfV, right?
Almost! Once compatible software is in
place, businesses will still need to enrol
for MTDfV through HMRC’s VAT Online
Services website before it can submit
returns digitally.
The timing of this is crucial as once
signed up VAT returns must be
submitted using compatible software.
The current online services channel will
no longer be active to submit returns.
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Does PKF Francis Clark have a
recommendation for a Bridging
Software supplier?
PKF Francis Clark has engaged with
BTC to offer a bridging software
solution. If you are interested in
bridging software, please contact one
of our MTDfV specialists who will be
able to talk through your requirements
and make recommendations specific
to your needs.
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10 When will my first return be due
8 Will there be any penalties for
under MTDfV?
non-compliance?
The above table shows the first VAT
It is likely that HMRC will issue penalties
return periods which must meet the
to businesses that make no effort to
requirements of MTDfV.
comply with MTDfV. During the softlanding period, HMRC will not enforce
Businesses that pay VAT by Direct Debit
the requirement to have digital links
cannot sign up in the 15 working days
between software programs.
leading up to, or the 5 working days
after sending a VAT return. Businesses
VAT must be paid on time regardless of
paying by Direct Debit will also have to
filing under MTDfV or not. If payment
provide a valid email address as part
is late, default surcharges may still be
of banking regulation rules. Note that
charged as at present unless you have
those businesses on monthly returns
a reasonable excuse.
have a very small window to enrol.
9 I account for VAT using the Cash
Accounting Scheme. Can I use
bank feeds to capture the banked
date, net amount and rate of
VAT charged and will that be
compliant with the MTDfV?
Under MTDfV businesses must retain
a record of specific information digitally
within functional compatible software.
This includes the following for each
transaction:
• Time of supply
• Value of supply
• Rate of VAT charged
Therefore, if the bank feed transfers
the required information into functional
compatible software and the VAT return
is then calculated in the software then
this will be compliant for MTDfV.
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