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Our guide to navigating the new 
Making Tax Digital rules
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1. Hold records digitally 
Simply put, manual (paper) records such as a ‘cash-
book’ or ‘paper receipts’ are no longer considered a 
sufficient method for record-keeping.

Instead, these records need to be stored digitally. This 
would usually take the form of one of the following:

a) Spreadsheet

b) Cloud software

c) Other computer software

2. Send and receive information (VAT 
returns) to/from HMRC via API (in 
other words, electronically) 
To satisfy this requirement, one of HMRC’s published 
list of software will need to be used as the means of 
submitting VAT returns.

A list of this software can be found using the 
following link:

https://www.gov.uk/guidance/find-software-thats-
compatible-with-making-tax-digital-for-vat

MTD does not 
apply

Are you VAT 
registered?

Making Tax Digital (MTD) is a key part of the 
government’s plans to make it easier for individuals 
and businesses to:

a) Get their tax right, and 

b) Keep on top of their affairs.

HMRC’s ambition is to become one of the most 
digitally advanced tax administrations in the world. 
Making Tax Digital is making fundamental changes 
to the way the tax system works – transforming tax 
administration so that it is:

• More effective

• More efficient, and

• Easier for taxpayers to get their tax right.

From April 2019, all VAT registered businesses will be 
required to start using the new digital service, known 
as Making Tax Digital for Business (MTDfB).

From April 2020, at the earliest, all businesses, self-
employed individuals and landlords will be required to 
use MTDfB to provide details of profits, income and 
expenditure to HMRC on a quarterly basis. 

A new penalty for failure to keep adequate digital 
records will apply, so businesses need to be prepared 
for these changes in order to ensure compliance. 

UHY are here to help and guide you through this 
change in legislation. We are well placed to help 
you meet the requirements for accounting, record-
keeping and VAT reporting, and to ensure the digital 
connections with HMRC are in place before the filing 
of your first VAT return under MTD. 

 

What is Making Tax Digital? Does Making Tax Digital apply to my business?

MTD does not 
apply

If you meet the criteria set out above, the changes in regards to MTD will apply to you. 

Phase one of the government’s plan is the MTD VAT phase; this is effective from the 1 April 2019 and means 
that business are required to:

https://www.gov.uk/guidance/find-software-thats-compatible-with-making-tax-digital-for-vat
https://www.gov.uk/guidance/find-software-thats-compatible-with-making-tax-digital-for-vat


Bridging software has the functionality to 
convert data held in spreadsheets into a VAT 
return that can be submitted electronically to 
HMRC in the required format.

VAT information from HMRC also feeds in to the 
software.

What are the benefits of using 
Bridging software?
Bridging software is a quick solution for MTD 
compliance. It’s a cheaper alternative to Cloud 
software and is simple and easy to use, although 
basic spreadsheet skills are required. 

What are the drawbacks?
Data processing can be a lengthy and time- 
consuming process, depending on the number of 
transactions in a quarter. There is no automation 
compared to Cloud accounting software, therefore 
the risk of errors will be higher due to the manual 
input of data. Also, Bridging software is seen as a 
short-term solution as HMRC are aiming to automate 
the tax process as much as possible in the future.

How does it work?
1. Set up your Bridging account

2. Maintain a quarterly excel spreadsheet of all your 
income and expenditure

3. Login to the software and submit to HMRC.

There are a number of Bridging software solutions 
available with similar pricing structures.

At UHY, we recommend ‘CCH one-click’, which 
provides a cost effective and simple solution for MTD 
compliance. 

We have the tools and skills to set you up, provide 
support and give guidance on using CCH one-click. 

As part of this service, we can provide you with a 
template spreadsheet for tracking your income and 
expenditure, and support you every step of the way. 

What next?
If you’re interested, have a question, or would like 
to know more about Bridging software, then please 
contact your usual UHY adviser.

What is ‘Cloud software’?
Cloud software is computer software which uses the 
internet to store, prepare and compute data.

It is accessible via the internet, which is also referred 
to as ‘the cloud’.

What are the benefits of ‘the Cloud’ 
and ‘Cloud accounting’?
Imagine being able to view your accounts and key 
management information on virtually any digital 
device, at your desk or on the move, wherever you 
are. No more spreadsheets, back-ups, restoring data 
or installing updates. 

Cloud accounting provides you with a whole new 
level of access. Just one subscription with multiple 
users means you can view and share your data in 
real-time. This allows you to easily keep track of your 
company’s performance as well as working closely 
with your finance team and your UHY accountant 
sharing the same information at any point in time. 

We recommend Xero Accounting Software as the 
cloud solution for Making Tax Digital due to its 

simplicity, user-friendly interface and expansive time-
saving features. 

We are proud Xero Platinum Partners, meaning that 
within UHY we have a number of Xero specialists 
who are both knowledgeable and experienced with 
using the software. This allows us to offer the best 
support, training and advice to our clients.

In addition, we offer a ‘Xero workshop’, which 
provides an introduction to Xero and explores some 
of its key functions.

Follow the link below to register for one of our Xero 
workshops:

https://xeroletchworth.eventbrite.co.uk?discount= 
UHY-Client 

If you would like to find out more about Xero and 
how your business will benefit, please get in touch 
with your usual UHY adviser. 

We can assist you in setting up Xero, transferring 
your existing data and providing training (online or 
on site). We also offer a full range of outsourcing 
services, including bookkeeping, VAT, payroll and 
management accounting.

How do I comply?

Cloud software

Desktop software 
(e.g. Sage 50)

Paper records, 
Excel (manual)
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Please refer to ‘MTD VAT 
Submission’ section

Contact your UHY adviser

Convert to cloud software

Convert to cloud software

Convert to Sage cloud 
*Sage 50 users only*

Use Bridging software

Yes

No/Unsure

Bridging software

The options for compliance are shown below. UHY can provide as much support as you need; from completely 
handling your VAT requirements to providing guidance on suitable cloud solutions.

https://xeroletchworth.eventbrite.co.uk?discount= UHY-Client 
https://xeroletchworth.eventbrite.co.uk?discount= UHY-Client 


Below is a step by step guide on how to sign up for MTD if you 

use Xero Accounting Software:

1) Check when you need to sign up

MTD applies to VAT return periods starting on or after 1   
April 2019.

You will need to sign up after submitting your final non-MTD return, 
but before submitting your first MTD return. You must sign up 
to MTD at least one week before your MTD VAT return is due for 
submission.

If you pay by Direct Debit, do not sign up seven working days before, 
or five working days after, a return is due.

For example…

VAT return periods:

Return one: 1 January 2019 to 31 March 2019 (submission deadline 7 May 2019) – Non-MTD return

Return two: 1 April 2019 to 30 June 2019 (submission deadline 7 August 2019) – MTD return

Sign up to MTD before 31 July 2019.

2) Sign up for MTD with HMRC

To sign up for MTD with HMRC, follow the link below and work through the steps.

https://www.tax.service.gov.uk/vat-through-software/sign-up/have-software

You should receive a confirmation email within 72 hours. Please note, you are not signed up for MTD until you 
have received this confirmation email.

3) Authorise Xero with HMRC

To authorise Xero with HMRC, follow the instructions under ‘Connect your organisation with HMRC’ here:

https://central.xero.com/s/article/Switch-to-our-new-VAT-return-for-MTD#ConnectyourorganisationtoHMRC

You are now set up for MTD and all VAT returns must be submitted through the new Xero VAT portal. Please 
contact your usual UHY adviser if you have any questions.

If UHY already prepare and submit your company’s VAT return using Xero, we will ensure you are MTD 
compliant.

If you already have MTD compliant software in 
place, such as Xero, then you will need to follow 
the guidelines below to submit your first VAT 
return.

When is my first MTD VAT return 
submission?
Your first mandatory MTD VAT return submission 
is dependent on when your VAT quarters end, as 
detailed below:

VAT quarters ending First MTD VAT return Submission deadline
Jan/Apr/Jul/Oct Q/E July 2019 7 September 2019

Feb/May/Aug/Nov Q/E August 2019 7 October 2019

Mar/Jun/Sep/Dec Q/E June 2019 7 August 2019

Please note: annual returns are delayed until October 
2019.

How do I submit my first MTD VAT 
submission?
Firstly, you will need to sign up for MTD by following 
this link:
https://www.gov.uk/guidance/sign-up-for-making-tax-
digital-for-vat

Before signing-up, are you sure you have an MTD 
compatible software in place? If you are unsure, 
please contact us.

Alternatively, we can sign up on your behalf; please 
contact your usual UHY adviser.

When should I sign up? 
The process is irreversible, so we recommend that you 
sign up (at least 72 hrs) after your last non-MTD VAT 
submission. 

Now what? 
The submission process will not be carried out via the 
government gateway. Instead, VAT return submissions 
will be now be made through the MTD software you 
have chosen.

Please note: to do so, you will need to activate the 
MTD solution for your chosen software.

MTD VAT submission MTD sign up for XERO users

https://www.tax.service.gov.uk/vat-through-software/sign-up/have-software
https://central.xero.com/s/article/Switch-to-our-new-VAT-return-for-MTD#ConnectyourorganisationtoHMRC
https://www.gov.uk/guidance/sign-up-for-making-tax-digital-for-vat
https://www.gov.uk/guidance/sign-up-for-making-tax-digital-for-vat
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