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MTD for ITSA: what you need to know
Next phase of digital tax scheme to start in April 2026.
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Making Tax Digital for income tax self-assessment (MTD for ITSA) was originally set to roll
out in 2018, but the road to personal tax digitalisation has been relatively rocky to date.

While the Government successfully introduced MTD for VAT for returns starting on or after 1 April
2019, MTD for ITSA has been postponed five times in as many years.

The latest delay means that self-assessment customers won't need to comply until 6 April
2026. These new rules won't affect all taxpayers at once, either; instead, a more phased
approach will aim to ensure the smoothest transition possible.

THE PHASED APPROACH:
When MTD for ITSA arrives in April 2026, only self-employed sole traders and landlords with an
income over £50,000 will be mandated to follow the rules. Those earning £30,000 and above

will need to keep digital records from April 2027 onwards.
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The Government has launched a review into accommodating the needs of smaller businesses
and is yet to announce a date for extending the legislation to partnerships.

REASONS FOR THE DELAY AND OTHER CHANGES:
The Treasury acknowledged that the economic challenges caused by the Covid-19 pandemic
and the ongoing cost of living crisis are already putting a strain on businesses across the UK.
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As such, transitioning to a new way of doing taxes will put a greater administrative burden on
self-assessment customers, many of whom are still unaware of the requirements for MTD for
ITSA.

The Government hopes that implementing the rules in April 2026 will give customers time to
get their finances in order and familiarise themselves with MTD-compatible software.

Furthermore, the proposed phased approach could benefit many taxpayers, particularly those
earning less than £30,000 a year. With more time to spare, HMRC will be able to look into ways
to adapt the new service to support those with the smallest incomes.

WHAT YOU NEED TO DO FOR MTD FOR ITSA:

Keep digital records

Once the Government introduces MTD for ITSA, self-assessment customers must create and
store digital records of all business income and expenses using MTD-compatible software.

You can find a full list of compatible software on the HMRC website.
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Send quarterly updates to HMRC
Once set up, your software will automatically add up your digital records every three months,
creating totals for each income and expense category.

These quarterly updates will give you an estimate of your tax bill. You do not need to adjust
these updates if you don’t want to — but doing so may make the estimate more accurate.

Your software provider will also prompt you to send updates for each income source to HMRC

every quarter. You will need to do this within a month of each standard quarterly period ending
or else face a penalty.

2|Page


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

REPORTING DATES AND DEADLINES:

Quarterly Update | 6 April to 5 July 7 August
Quarterly Update 2 6 April to 5 October 7 November
Quarterly Update 3 6 April to 5 January 7 February
Quarterly Update 4 6 April to 5 April 7 May

= Or you can elect to report calendar quarters (useful for individuals who run their year-end to 3| March)

_ Period Covered Filing Deadline

Quarterly Update | I April to 30 June 7 August
Quarterly Update 2 I April to 30 September 7 November
Quarterly Update 3 I April to 31 December 7 February
Quarterly Update 4 | April to 31 March 7 May

Finalise your business income
For the time being, it looks like the current deadlines for tax payments and payments on
account will stay the same, so you'll still need to keep those dates in your diary.

According to HMRC, your software provider will help you meet these requirements, prompting
you to send updates in time and advising you on how to adjust to this new way of working.

While making the transition to MTD for ITSA is a significant change, there are many advantages
to keeping digital records beyond simply helping you stay compliant.

WHY YOU SHOULD KEEP DIGITAL RECORDS:

Technology has revolutionised how we do our taxes, and paper records are quickly becoming
a thing of the past — not just because of upcoming MTD rules. Storing your financial records
digitally offers a wide range of benefits.

Instant updates

Keeping digital records means no more scrambling around for the latest financial statements.
Instead, all the information you need can be stored in the cloud and updated in real time.

Furthermore, automatic quarterly updates under MTD for ITSA will allow you to keep a closer
eye on your estimated tax bill throughout the year, giving you more time to put cash aside
before the self-assessment deadline.
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Freedom to work from anywhere

It doesn’t matter whether you're at home, in the office, or on a long train journey — so long as
you have a device with an internet connection, you'll be able to log onto your account and view
real-time data with ease.

Stay secure

MTD-compliant software can also help you keep your data secure. You'll be able to restrict
access to financial information to the people you choose and revise permissions at the click of
a button.

Storing everything digitally will also make it easier to create backups, helping to ensure you
don't lose important data.

Easy collaboration

Cloud accounting software is also perfect for collaborating with your accountant on the go.
Multiple users can access the same data simultaneously, allowing you to work on tasks with
others and reducing the risk of anyone using outdated information.

STARTING YOUR DIGITAL JOURNEY:
While MTD for ITSA rules won't come into effect for a little while, going digital sooner rather than
later will help you prepare well ahead of 2026.

CONTACT US:
Get in touch to find out how we can support your business with MTD for ITSA.
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KEEP IN TOUCH:
www.lambert-chapman.co.uk

info@lambert-chapman.co.uk
01376 326266

The views expressed in this presentation are the personal views of the Author and other professionals may express different views.
They may not be the views of Lambert Chapman LLP. The material in the presentation cannot and should not be considered as
exhaustive. Professional advice should be sought in connection with any of the issues contained in the presentation and the
implementation of any actions.
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