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1. Executive summary 

1.1 We welcome the chance to comment on the proposals to amend the basis period rules.  

1.2 In summary, our key points are as follows: 

• We understand that HMRC wish to change the basis period rules in order to support the 
changes coming as part of the Making Tax Digital for income tax (MTD ITSA) project. 
However, we believe that these changes are not being made in enough time to allow for a 
smooth transition to the new system, and that they will have knock-on consequences for 
the introduction of MTD by introducing too much change over a short period of time. We 
would recommend that HMRC reconsider the timings of these changes, and set out a clear 
roadmap for changes in this area, as well as MTD and other tax administration changes, to 
provide certainty to taxpayers and advisers. We would also recommend that HMRC 
consider staggering the MTD start date for the smallest businesses, to allow them more 
time to deal with these changes. 

• For the majority of businesses who have their accounting end date as 31 March or 5 April, 
these changes will have little negative impact. However, a significant number of businesses 
may be unable or unwilling to change their accounting year end due to commercial 
reasons, and they will encounter increased difficulties in calculating their taxable profits 
for each tax year under these proposals, including needing to estimate profits and amend 
returns. This could cause a significant increase in administrative burden for these 
businesses. We recommend that HMRC continue to look at ways to smooth this process, 
such as allowing returns to be filed on the basis of estimated profits, with an adjustment 
made in the following year’s return to ensure income is not taxed twice.  

• We note that the Office of Tax Simplification is currently preparing a report on the 
possibility of changing the UK tax year end. If these basis period reforms are made, and 
then the tax year end also changes in the future, this will cause a lot of disruption for little 
long-term gain. From a wider perspective, we urge the government to consider changes 
to tax policy in the broader context of future developments, to avoid needing to make 
short term fixes.  

 

1.3 Section 2 below makes some general comments on the proposals, and section 3 covers our 
responses to the specific questions raised in the consultation document. 

1.4 We would be happy to discuss the points raised here in further detail.  If you have any questions, 
or would like any further information, please contact: Robert Langston, National Tax Partner, on 
0207 841 4129 or email robert.langston@saffery.com or Alison Hobbs, Director, National Tax, on 
0207 841 4016 or email alison.hobbs@saffery.com. 

2. General points 

2.1 At first instance, there are advantages to changing the current basis period rules. As highlighted in 
the consultation document, the rules which calculate the basis periods for the opening years of a 
trade can be complex, and result in unrelieved overlap profits. In addition, the change will simplify 
the system ahead of the introduction of MTD for income tax (MTD ITSA).   

2.2 However, not enough time has been left to make these changes ahead of the introduction of MTD 
ITSA, and the changes themselves have knock-on consequences for the introduction of quarterly 
reporting under MTD ITSA. Businesses due to report under MTD will need to ensure they have 
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transitioned to keeping digital records by April 2023, and a lot of this work is likely to take place in 
the tax year 2022/23 – the proposed transitional year for the basis period changes. From an 
adviser’s perspective, we anticipate that moving clients to digital record-keeping, where necessary, 
and preparing them for quarterly reporting will already be a time-consuming exercise, and one 
which will need to take place alongside the delivery of our usual tax compliance services to ensure 
that our clients continue to meet their obligations. This tight timetable is already being 
compounded by the fact that the software pilot for MTD ITSA is still very limited, meaning that it is 
in practice difficult for advisors to understand what MTD will look like in practice and, therefore, 
prepare properly for moving clients over to the new system.  Introducing changes to the basis 
period rules over the same period will place significant additional strain on our resources (and those 
of our clients and other advisors).   

2.3 From our clients’ perspective (and that of taxpayers generally), adding further change to that 
already coming between now and April 2023 will add confusion, with the short notice nature of the 
change creating uncertainty.  We have said before in our response to tax consultations that 
certainty plays a vital role in creating confidence in the tax system and in HMRC as the body that 
administers that system, and introducing these changes on such a tight timetable will have the 
opposite effect.   

2.4 In addition, changing the basis periods as proposed would appear to have the effect of moving all 
affected taxpayers into MTD ITSA at the same time (from 6 April 2023) rather than staggering the 
start dates throughout the following year (depending on the accounting period of the business).  
This will put more strain on tax agents – particularly in a transitional year where they will still be 
managing a full Self-Assessment service for periods before MTD mandation and dealing with the 
effects of the basis period changes – and on HMRC and its systems. 

2.5 One option to tackle the issues identified above would be to push back the start date for MTD ITSA, 
to allow more time for the basis period reform to bed in.  However, given that the start date for 
MTD ITSA has already been pushed back once before (in 2017) this would introduce further 
uncertainty around that programme.  We believe, therefore, that HMRC need to take a clear 
decision and set out a defined roadmap from basis period reform to MTD ITSA to the 
implementation of wider changes to the administration framework, to provide suitable certainty to 
businesses and advisers.   

2.6 If HMRC do want to keep the current timetable for basis period reform and for the introduction of 
MTD ITSA, we would recommend that they consider ways to reduce the impact of the change – 
perhaps by staggering the start dates for MTD ITSA in some other way.  One option here might be 
to roll out MTD ITSA first to those affected businesses already submitting VAT returns under MTD 
for VAT: these businesses are already keeping digital records and should, therefore, find the 
transition to quarterly reporting more straightforward than those businesses who have to start 
keeping records in a new format as well as change the frequency of their submissions to HMRC.  
This approach would also reduce the amount of support that taxpayers require from agents and 
HMRC in the twelve months from 6 April 2023, which could do much to smooth the introduction of 
the new system. 

2.7 As well as the extra work for taxpayers there will be a knock-on effect for professional advisers, 
accounts teams, and others who support businesses to calculate and file their tax. With more 
businesses filing to the same accounting date, this will mean more work is pushed into the same 
part of the year to get accounts finalised in time. Those not filing to that date will still need support 
in calculating their apportioned profits for the year. And as well as this, MTD filings will follow the 
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same quarter ends, so there may be resourcing issues as businesses get to grips with the increased 
filing requirements.  

2.8 In addition, teams may also have extra responsibilities around the accounts filing process. For 
example, LLPs may need to file accounts with Companies House, solicitors file accounting reports 
with the Solicitors Regulation Authority, and so on. At the moment, the freedom to choose an 
accounting date means these requirements can be spread across the year, but with more 
businesses using the same accounting date, there is more likely to be a ‘crunch’ period where 
administrative workloads are high. Depending on the industry or sector, this may also coincide with 
a busy period, where the business would rather be focused on commercial needs instead of 
administrative requirements.  

2.9 We also note that the Office of Tax Simplification (OTS) has recently published a scoping document 
for a review into changing the UK’s tax year end to either 31 March or 31 December. The OTS is due 
to report back this summer – and it seems unhelpful that the government is pushing ahead with 
planned changes to the basis period rules while also considering the possibility of changing the tax 
year.  

2.10 If the government does eventually decide to change the tax year end, reform to the basis period 
rules will cause a lot of disruption and uncertainty in the next few years, for very little long-term 
gain. We recommend that, in the future, the government think about the long-term simplification 
benefits of any changes they are planning to make, and how they may interact or conflict with 
policies being considered for the future.  

3. Specific consultation questions 

3.1 Question 1: Do you think that the proposed ‘tax year basis’ for trading income is the best option 
for simplifying the basis period rules, and the best way to achieve simplicity and fairness between 
businesses? If not, do you think there is a better option? 

3.1.1 From a purely simplification viewpoint, the tax year basis proposals would seem to make sense 
(although note our comment above about the wider work which is ongoing around changes to the 
tax year itself). The current year basis rules can be complex, and so removing them would appear 
to introduce simplicity to the tax system. 

3.1.2 In our experience, and in HMRC’s own consultation document, a number of businesses already use 
the tax year end as their accounting year end. These businesses will either see no change, or a 
beneficial change, as they are allowed to use their overlap profits earlier than anticipated in the 
transition year.  

3.1.3 However, those who choose a different year end usually have a commercial reason for not doing 
so (we give further details on this in our response to Question 2, below). These taxpayers are 
unlikely, and in many cases unable, to change their accounting date in response to these changes.  

3.1.4 As a result, the implementation of these changes, rather than simplification, is likely to cause 
significant difficulties to a significant minority of taxpayers. Nor are we convinced that HMRC’s 
suggested methods to deal with these difficulties will have the desired effect.  

3.1.5 We would recommend that HMRC consider further how they can make apportioning and 
estimating taxable profits as easy as possible for businesses who need to retain a non-tax year end. 
These methods should work in conjunction with any estimating and reporting required for MTD, to 
prevent duplication of effort and different estimates required under different sets of rules.  
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3.2 Question 2: Will the proposed tax year basis have an effect on how businesses choose their 
accounting date, and whether they choose 31 March or 5 April? 

3.2.1 As stated above, a number of businesses for which we act currently use 5 April or 31 March as their 
year end. In most cases, they choose this to make calculating their tax easier. Some, with overseas 
tax affairs, will choose a different year end to assist with overseas tax reporting for jurisdictions 
with tax years that follow the calendar year.  

3.2.2 However, in our experience, some businesses choose a different year end for commercial reasons, 
such as:  

• Farming and agricultural businesses, who will often choose their year end based on the 
agricultural year, such as when crops are harvested or livestock sent to market. For 
contract farming, where farmers enter into a joint venture, getting accounts in time to 
apportion accurately for tax purposes would be extremely difficult and time consuming. 
Often, the divisible surplus is not known until the crops are sold, and can also be affected 
by cross charges for other farming services, which are also not known until the produce is 
ready to sell.  

• Lloyds accounts and partnerships, who choose a 31 December year end in line with the 
underwriting year.  

• Mixed corporate partnerships, who normally follow the accounting date of the corporate 
member for ease of administration.  

• Investment managers who choose a year end in line with the funds they manage, which is 
often 31 December. 

3.2.3 These businesses may struggle to change their accounting date, even if they wished to. In addition, 
these taxpayers are more likely to have complex tax affairs, and are therefore more likely to 
encounter difficulties with these proposed changes.  

3.3 Question 3: For businesses with a non-tax year accounting date, what would be the cost of the 
additional administrative burden of apportioning profits into tax years? Are there any simpler 
alternative approaches to apportionment? 

3.3.1 We believe that the current proposal, which would require businesses to put together projected 
profit figures, apportion those and then submit an amended return once accounts are finalised, 
creates far too much of an administrative burden. Where possible, we would encourage our clients 
to switch to a 31 March or 5 April year end rather than deal with the ongoing effort and additional 
cost that this would create.  

3.3.2 However, as mentioned above, there are many reasons why a business may be genuinely unable to 
have the tax year end as their accounting date, and it seems unfair for them to be burdened with 
more tax administration tasks (and the increased cost that comes with this). Earlier this year, HMRC 
consulted on the tax administration framework, with one of the stated aims being simplification for 
taxpayers. These proposals would appear to be a step backwards. 

3.3.3 Where apportionment is necessary, we urge HMRC to be open to considering reasonable 
alternatives to time-based apportionment. We note that the consultation suggests that alternative 
methods may be acceptable, but in our current experience of the opening period rules, HMRC have 
been known to challenge methods where we use anything other than time apportionment. As long 
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as a method can be shown to be reasonable, HMRC should allow businesses the flexibility to choose 
an alternative. To ensure that apportionment methods are not regularly changed to manipulate 
taxable profits, we would suggest that, where a business elects to use a different apportionment 
method, they are prohibited from changing it for a period of time.  

3.4 Question 4a: Businesses with accounting dates later in the tax year will have to estimate profits 
for a proportion of the tax year, before accounts are prepared. For which accounting dates do 
you think this would be necessary? Do you expect that businesses that have accounting dates 
earlier in the tax year than 30 September will have to estimate profits? If so, which types of 
business would be affected? 

3.4.1 We would estimate that businesses with accounting dates from 30 September to 31 December will 
be most affected, as three months is unlikely to be enough time to calculate final taxable profits. 
However, more complex businesses may also take longer to finalise their accounts, and so are more 
likely to need to make estimates even if their accounting date is earlier than 30 September.  

3.5 Question 4b: Will estimation be a significant burden for those businesses affected, and what will 
the cost be? Are there any simpler alternative methods of estimating profit or finalising 
estimates, which could mitigate any extra administrative burden? 

3.5.1 Estimation, on its own, would probably be acceptable to most businesses, However, we believe that 
the suggested process, which would require an adjustment to the return once the final figures are 
known, would be an additional administrative burden for no benefit to either the taxpayer or 
HMRC. It would also mean that taxpayers would not have certainty on their tax position for a 
particular year for longer, which we do not believe is a desirable outcome generally and which could 
create particular issues where, for instance, the taxpayer may or may not be subject to the claw-
back of Child Benefit depending on the final figures. 

3.5.2 As proposed in the consultation as an alternative to requiring amendments to be made, we believe 
it would be sensible to allow businesses to make a ‘reasonable estimate’ of their expected taxable 
profit, and to file their final return on this basis. This information could be taken from their 
management accounts, their MTD quarterly reporting information, or similar records. In the 
following year’s return, an adjustment could then be made to remove the relevant amount from 
the next year’s profit or loss figures, to ensure that income is only taxed once. This would be a 
simple, workable solution that would reduce administration and filing for taxpayers, and in turn, 
will reduce the number of returns HMRC need to process. In addition, if the returns were based on 
MTD data, HMRC would easily be able to check this information back against the taxpayer’s MTD 
records.  

3.6 Question 5: Would the proposed equivalence of 31 March to 5 April help businesses that would 
have to make apportionments to work out their profit or loss under the tax year basis? Would 
extending this equivalence to property income help property businesses, which would otherwise 
have to apportion profit or loss each year? Are there any problems with this equivalence 
proposal? 

3.6.1 We do not foresee any issues with this proposed equivalence, and we believe that it should be 
extended to those with property income. It is a simple, straightforward way to assist taxpayers from 
needing to make adjustments for only a few days.  

3.7 Question 6: Are there any specific issues, costs, or benefits to the tax year basis for partners in 
trading partnerships? 
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3.7.1 Currently the legislation only creates additional administration for the first two or three years as a 
partner, and additionally in the final year. However, the proposed changes mean that partnerships 
without a 31 March or 5 April year end will suddenly have a lot more adjustments to make on an 
ongoing basis.  These adjustments will potentially not only affect the partnership return, but where 
there is an impact on the profit share, to the individual partners’ returns too. This could quickly 
become unwieldy for large partnerships.   

3.7.2 For LLPs, once the accounts are finalised additional tax adjustments are also needed to calculate 
the partner profits – for example, if the LLP has a complex capital allowance position, or other 
significant queries are raised when completing the calculations. If this takes too long, there could 
be an issue submitting an amendment before the amendment window closes. 

3.8 Question 7: Are there any other issues and interactions to consider for the tax year basis, or the 
transition, in the areas of tax outlined in paragraph 3.33? 

3.8.1 In the transition period, there may be an increase in taxable profit for some businesses. This is likely 
to have a knock-on impact across their tax position, their personal allowance, their tax rate, and 
their liability to the High Income Child Benefit Charge.  

3.8.2 We welcome the proposal to allow for excess transitional profits to be spread. It may also be 
possible to calculate the effects of these excess profits on things such as the personal allowance 
and the HICBC, and make adjustments for these. However, this should be dependent on this being 
possible in a simple, accurate way.  

3.9 Question 8a: Does the proposed method of transitioning to the tax year basis using a long basis 
period combined with allowing all unused overlap relief achieve the best balance between 
simplicity and fairness? If not, is there a better option for transition? 

3.9.1 We believe this is probably the fairest way of transitioning to the new basis. However, where 
businesses have unused overlap relief left over after the transition period, we would suggest that 
HMRC consider allowing them to carry this forward to the cessation of trade, in the interest of 
fairness. Businesses may still be recovering from the economic effects of the pandemic, and may 
not be making as much in the 22/23 period as they would usually to allow them to fully relieve their 
overlap profits. 

3.9.2 If overlap profits cannot be fully relieved, businesses will have suffered an increased and unfair tax 
burden. 

3.9.3 An alternative would be to allow businesses with overlap relief which is unutilised in the transitional 
period to carry the overlap relief back over the previous three years. 

3.10 Question 8b: Are there any other specific circumstances on transition to the tax year basis that 
would require additional rules? 

3.10.1 No further comment.  

3.11 Question 9a: Would the proposals for spreading excess profit mitigate the impact of transition 
without affecting the simplification of moving to the tax year basis? If not, are there any other 
ways of mitigating the transition impact that you would suggest? 

3.11.1 We welcome the proposal to allow excess profits to be spread across five years. While it might 
cause some administrative difficulties in calculating and tracking these payments to HMRC, we 
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believe these would be minor compared to the cash flow difficulties that would arise from more 
profit than expected being taxed in the transitional year.  

3.12 Question 9b: Would the proposal to spread excess transitional profits over five years be enough 
to resolve the cash flow impacts of the proposed reform? Are there any situations which would 
need additional rules or anti-avoidance provisions? 

3.12.1 The cash flow impact is likely to be extremely pronounced for those businesses currently with a 30 
April year end. They will be taxed across a 23 month period, and even with overlap relief available, 
they are likely to have a significant tax bill. They may need additional assistance to manage their 
extra liabilities - while we note that HMRC will allow them to use a Time To Pay (TTP) arrangement 
if necessary, we would urge HMRC to be flexible in letting these affected businesses negotiate 
payment terms due to the one-off nature of these changes.  

3.13 Question 10: Are there any other impacts, benefits, or costs in the core policy, transition, or 
mitigation proposals that we have not considered above? 

3.13.1 No further comment.  

4. About Saffery Champness 

4.1 Saffery Champness is the 15th largest UK accountancy firm by fee income. We presently have more 
than 80 UK partners and over 700 staff in nine offices in the UK and further offices in Guernsey, 
Geneva, Zurich, Dublin and Dubai.  

4.2 We are a firm with a deliberate focus; we do not try to be all things to all people. Instead we choose 
to specialise in specific sectors and areas of business where we have real in-depth expertise and 
experience. These include not-for-profit, private wealth, landed estates and rural businesses, 
professional and consultancy businesses, entrepreneurs, sports and entertainment, international, 
and real estate.  

 


