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1. Executive summary 

1.1 We welcome the chance to comment on the proposals to extend the Making Tax Digital (MTD) 

regime to Corporation Tax (CT). 

1.2 In summary, our key points are as follows: 

• The government should consider deferring the timetable for MTD for CT to allow a proper 

evaluation of MTD for VAT and ITSA; 

• It should also consider the MTD programme holistically and evaluate whether or not the 

existing record-keeping requirements for VAT have driven the desired behavioural change, 

before mandating that all companies should be within scope of MTD reporting.  

• Charities and dormant companies should be exempted from the requirements. 

• The design of MTD for CT should be sufficiently flexible that those companies and groups 

which already keep detailed financial records in a digital system should not be required to 

make significant changes to their current processes.  Larger companies and groups in 

particular have structured their systems and data to deliver the internal management 

reporting that they need and this should not be overridden by the requirements of MTD 

for CT. 

• The design and development of MTD for CT needs to take account of the fact that many 

companies use an agent.  Agent access to services must be built at the same time as 

taxpayer access, rather than developed later. 

• There should be no extension of the current iXBRL tagging requirements; instead, HMRC 

should consider whether there is an ongoing need for tagging if information is submitted 

quarterly. 

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 We live and work within an increasingly digital world, and we can see clear benefits to targeted 

digitisation of the tax system, as well as a wider uptake of cloud-based accounting and record-

keeping systems, particularly amongst smaller businesses. 

2.2 We are, however, concerned that some of the specific proposals around Making Tax Digital (MTD) 

for corporation tax (CT) will not achieve their intended goals.  Moreover, if introduced in the way 

and to the timeline outlined in the consultation document, MTD reporting for CT has the potential 

to add to the administrative burden for business, whilst not taking the opportunity to learn from 

the experiences of MTD for VAT and Income Tax Self Assessment (ITSA). 

2.3 The intention is for the voluntary pilot of MTD for CT to start from April 2024.  This will not, in our 

view, give HMRC sufficient opportunity to properly assess the impact of MTD ITSA, and to make any 

necessary design changes to MTD for CT.  By April 2024, no business within MTD ITSA will even have 

submitted a full year’s worth of quarterly reports, let alone gone through the year end process.  We 

would recommend that the timetable for MTD for CT be postponed by several years to allow MTD 
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for ITSA to properly bed in (so at least two full reporting cycles, including the year end submissions) 

and be evaluated, before a trial is commenced.   

2.4 The additional time taken by postponing MTD for CT should be used not just to ensure that lessons 

learnt from MTD for VAT and ITSA are applied to the development and rollout of MTD for CT, but 

also that government takes a suitably holistic approach to the MTD programme generally.   

2.5 Our understanding is that the primary reason for the quarterly reporting requirement for both ITSA 

and CT is to help ensure that a business is keeping financial records in real time (or, at least, 

relatively close to real time) in order to drive an improvement in the accuracy of that underlying 

data.  Many companies will already subject to digital record-keeping requirements as part of MTD 

for VAT: we believe that the government should take the time to assess the extent to which this 

will already have delivered the required improvement – particularly after the expansion of MTD for 

VAT to all VAT-registered businesses from April 2022 - before introducing any further extension.  

Any such extension can then be better targeted. 

2.6 The consultation document notes that “a reformed tax administration system will also support the 

government’s ability to respond flexibly to future unpredictable events, by collecting data more 

regularly and storing it in modern data systems”.  We agree that government should look to learn 

lessons from the Covid-19 pandemic, and, as far as possible, strengthen systems to better deal with 

a similar event in future.   

2.7 However, in order for this to be effective there needs to be a proper assessment of what additional 

data would have been useful, and how it would have to have been stored and interrogated, in order 

to allow for the flexible response the consultation document refers to.  Once those requirements 

have been gathered, HMRC should assess whether MTD as currently envisaged can deliver them 

and, if not, amend its plans to help ensure that this goal is met.  Our concern would be that in 

pressing ahead with a model based on MTD ITSA would not allow this to be done in good time, 

increasing the likelihood that the goal is not met (or that substantial, and expensive, changes will 

need to be made post-implementation in order for them to be met).  It is perhaps inevitable that 

such changes will need to be made to MTD ITSA and VAT, but there is a chance to build MTD for CT 

to achieve this aim first time, and we think the government should take that. 

2.8 We also believe that, regardless of whether the timetable for MTD for CT is pushed back or not, 

what we would term the ‘active’ trial period needs to be longer than for MTD for VAT or ITSA.  It 

has been generally acknowledged that there was insufficient time for the live trial of MTD for VAT; 

although the ITSA trial has been running in a very limited form for a number of years, we are 

concerned that it will still not allow businesses and their agents to prepare adequately.  The trial, 

which is currently open only to a very limited number of taxpayers, is set to be expanded from April 

2021: in real terms, as agents, we are only likely to be in a position to get some clients into the trial 

later this calendar year.  This will mean that we do not have time to work through a full compliance 

cycle in the trial before we need to prepare the remainder of affected clients for MTD reporting, 

and that HMRC only have full feedback from that compliance cycle shortly before the April 2023 

mandation date. 

2.9 In addition, in order to participate in the MTD ITSA trial at all, we will have to invest in new software 

which can make the required reports.  That means that we have to make a decision on which 

software to adopt before it is fully developed and, indeed, while the scope of MTD ITSA is still 

uncertain.  The latest version of the MTD ITSA regulations, published for comments at the end of 

2020, have permanently excluded trusts and temporarily excluded some partnerships from the 

quarterly reporting requirements.  Significant changes in scope such as this could have an effect on 
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our software choices and on the internal systems and processes that we need to adapt, and we 

would recommend that the government takes more time to consult up front on the scope of MTD 

for CT to ensure that such changes are not necessary this close to mandation. 

2.10 When considering the design of MTD for CT, the government should consider the value of 

presenting companies with estimates of their tax position in-year.  If accounting and tax 

adjustments are only made after the year end, the estimates will be inaccurate for all but the most 

straightforward companies.  We would suggest that these estimates not be included, or, if they are, 

can be switched off so that companies do not receive misleading data through their software or 

their Business Tax Account.  Similar concerns have been raised about the tax estimate in MTD ITSA, 

and HMRC should take those into account when deciding the way forward for CT. 

2.11 Similarly, the consultation document refers to ‘nudge messaging’ being used to support taxpayers.  

Whilst this has been a feature of previous consultations on MTD for VAT and ITSA, we are yet to 

see it delivered in practice.  HMRC should consider deferring the concept of nudge messaging for 

CT until further work has been done on these other areas and both the benefits and any challenges 

are better understood. 

2.12 Further work also needs to be done to ensure that the detailed proposals are clear.  For instance, 

can the data submitted quarterly be the same as the data which underlies existing MTD for VAT 

reporting?  Where the consultation document refers to ‘groups’ of companies, it will be important 

to make sure that a consistent definition of group is used as policy develops – there is more than 

one even within the CT legislation, and these may not tie up with a group’s actual structure or with 

any VAT groups in place. 

2.13 Finally in this section, we would like to emphasise the need for the design of MTD for CT to take 

into account the fact that many companies use an agent (or more than one agent).  This has not 

happened adequately for MTD for VAT and ITSA, meaning that agents have not been able to see 

what our clients can see and act for them in the way that they expect from the outset.  Addressing 

this up front, and ensuring that agent access is built in as systems are developed, will be key. 

3. Specific consultation questions 

3.1 Question 1: Do you think there are any reasons why an entity within the charge to CT should not 

fall within the overarching scope of MTD? 

3.1.1 This, and all the answers to the remaining specific questions, should be read in the context of our 

general comments above. 

3.1.2 Depending on the overall decision on timetable for MTD for CT, we believe that the government 

should consider excluding more complex corporates from the requirements either initially or 

permanently.  Whilst the proposals to exclude those companies within the quarterly instalment 

payments (QIPs) regime for very large companies from the quarterly reporting requirement are 

welcome, we do not believe that they go far enough.  For example, companies making QIPs under 

the regime for large (as opposed to very large) companies are also required to consider their 

financial position in-year, and by 2022 all VAT-registered companies will need to keep digital 

records under the MTD for VAT legislation.  Before bringing in a further reporting requirement, the 

government should evaluate whether existing provisions have already driven the required 

behaviour change. 
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3.1.3 More specifically, we do not believe that there should be a blanket requirement for charities and 

other not-for-profits within the scope of CT to submit quarterly reports under MTD.  Our response 

to question 19 considers this in more detail.  

3.1.4 Similarly, there should be no requirement for dormant companies to submit quarterly reports. 

3.2 Question 2: Do you agree that all entities should be required to record the date, amount, and 

category for all transactions within MTD-compatible software? 

3.2.1 The government needs to be clear about what information it is actually looking for a business to 

record (which will depend on the use to which that data will ultimately be put).  We would suggest 

that, as the quarterly reporting requirement is intended to show that a company is keeping data in 

digital format in real time, or close to real time, that the basic requirements here should, if possible, 

be aligned with those for MTD for VAT.  This will mean that companies are only required to keep 

one set of records which will satisfy the quarterly reporting requirement for MTD for CT as well as 

provide the correct data for VAT returns. 

3.2.2 As we state elsewhere in this response, whilst the government should set clear basic standards to 

enable those companies not already keeping digital records to comply, these should be drafted in 

a way which is flexible enough that larger companies with established record-keeping systems do 

not need to make significant changes purely to establish that they are, indeed, keeping such 

records. 

3.2.3 Retail businesses should be able to record transactions on a daily basis rather than on a purely 

transactional basis, as is already the case for MTD for VAT and is proposed as part of MTD ITSA. 

3.2.4 The consultation focuses primarily on trading businesses with income and expenses which is 

capable of being categorised in a similar way to that of unincorporated businesses.  However, 

corporation tax is wider in scope than ITSA, including, for example, chargeable gains and investment 

income.  The government needs to be clear as to whether and how these should be recorded and 

reported under MTD for CT.  In practice, this will require changes to how frequently investment 

managers report to companies, and it will be impossible to mandate this for all investment 

managers and portfolios. 

3.3 Question 3: Would group companies value the ability to keep digital records at a group level?  Are 

there any additional benefits to utilising a mixed approach? 

3.3.1 We agree that an option for groups to keep records at a group level would be useful.  This should, 

however, be structured as flexibly as possible to allow groups to keep records and report in the way 

that suits them best. 

3.3.2 For instance, some smaller groups might want to carry out all record-keeping and reporting at the 

level of their top company.  For others, particularly larger groups, it might be beneficial for them to 

have ‘sub-groups’ which align with their own internal financial reporting structure (for example a 

divisional structure), or with an existing VAT group structure.  Giving this flexibility will allow groups 

to approach the requirement in a way which best suits their business; without it this option is likely 

to be of limited use and will not achieve the administrative benefit that it otherwise might. 

3.4 Supplementary question: the government would welcome the views of business on the type of 

data they currently maintain and the proposal for group structure data. 
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3.4.1 The government again needs to be clear here on what it is trying to achieve, and, in particular 

whether and how any data would need to be reported to HMRC. 

3.4.2 The consultation document refers only to group structure data being ‘recorded’ digitally.  If that is 

what is meant, however, it is unclear how this will benefit HMRC, although we would agree that 

there are potential benefits to businesses (assuming they do not already have this data held 

digitally).  There can also be other data which are relevant to determining group membership for 

corporation tax purposes (such as options, certain loans, and contractual arrangements) – we 

would be concerned if HMRC expected these unstructured data to be held digitally as it would place 

a significant burden on groups and their advisers. 

3.4.3 If the government intends that this data be sent to HMRC, however, then it will, presumably, be 

necessary for it to be kept in MTD-compliant software, with the relevant digital links in place for 

submission to be possible.  The impact of this will depend on where a business currently holds data, 

and whether that can be readily linked to the MTD-compliant record-keeping system.  For larger 

groups, the requirement could prove onerous, and the benefits unclear. 

3.4.4 We are also concerned that much group structure data would not be relevant to the group’s 

corporation tax position and would go significantly beyond what a group is currently required to 

report to HMRC. 

3.5 Question 4: Do you agree with the minimum categorisation for MTD compatible software, as 

suggested above?/ Question 5: Are there further categories or alternative approaches to the 

categorisation of records…that you consider would be appropriate? 

3.5.1 We believe that the appropriate starting point should be that expenses should be categorised in a 

way which matches the company’s detailed profit and loss account, rather than a ‘one-size-fits-all’ 

list.   

3.5.2 It may be appropriate to use the categories suggested in the consultation document for the smallest 

companies, but both the legislation and the software need to be constructed with enough flexibility 

for larger companies and groups to structure their information into a structure which is suited to 

their particular circumstances. 

3.5.3 We would mention again here that information from financial systems will often be used for 

internal management reporting and analysis and the government should ensure that any MTD 

requirements do not play against this (either by requiring information to be restructured or held in 

two separate systems in order for the business to meet its own needs as well as those of HMRC). 

3.6 Question 6: Would group companies value the ability to provide regular updates through a 

nominated company?/ Question 7: Do you foresee any constraints to providing updates at group 

level? 

3.6.1 We assume that this suggestion would mean that a group company could submit the required 

quarterly and year end reports on behalf of other group companies, but that those reports would 

remain separate.  If the intention is instead for some form of consolidated reporting then this 

should be consulted on further, as it would represent a significant change to the current position. 

3.6.2 As with group record-keeping, this could be a valuable option for some groups.  Again, however, 

the key will be ensuring that there is sufficient flexibility to allow groups to report in a way which 

best suits their structure. 
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3.6.3 It will also be important to ensure that there is a suitable process to allow one company to report 

on behalf of another, which needs to take into account the fact that the group might well also have 

a separate tax agent authorised to act on their behalf.  Authorisation for multiple agents under the 

same head of duty is a known issue which HMRC are looking to address, and the solution here 

should be aligned with that.  MTD for CT should not even proceed to a pilot until this issue has been 

properly addressed. 

3.7 Question 8: Which forms and processes around incentives, allowances and reliefs would you most 

like to see digitised?  

3.7.1 Whilst we agree that it would be beneficial for this type of form to be digitised, and, where 

appropriate, included in the MTD for CT journey, there are some important general provisos that 

need to be considered. 

3.7.2 There may be instances where a company uses a separate agent to prepare and submit certain 

claims (for instance, claims for R&D tax relief).  Any digital system needs to be able to cope with 

this scenario, or a non-digital submission route needs to be maintained, with a clear process to 

ensure that data submitted via that route is then incorporated into HMRC’s systems. 

3.7.3 Many of these incentives (for instance, claims for R&D tax relief) rely on unstructured data and the 

value of digitising this would be limited. 

3.7.4 The consultation document suggests that, although the government hopes that some free software 

will become available to help the smallest companies meet the new MTD obligations, this will not 

be guaranteed.  Care needs to be taken to ensure that there is an alternative path for companies 

to submit claims and elections, so that free or low-cost software remains a viable proposition.  Our 

concern is that, if there was a wholesale shift to moving this type of interaction into software, the 

price of that software would inevitably increase.  We also have the example of Country by Country 

Reporting, where groups are required to use third party software but there are few options (and 

certainly no free options). 

3.7.5 Given our comments above about the timing of any rollout of MTD for CT, and the need for 

adequate testing time, we would also suggest that HMRC concentrate in the first instance on the 

basic CT reporting requirements, rather than seeking to build in too much additional digitisation 

from the outset.  

3.8 Question 9: What practical benefits do you think could result from standardising how entities 

submit claims and elections through software? 

3.8.1 Subject to our comments above, giving businesses an option to submit claims and elections through 

software could bring benefits.  These would include making it easier for businesses and their agents 

to track claims and elections, and (depending on the design of the system) making the process 

faster and more efficient. We assume that receiving most claims and elections in a standard format 

via an API would also allow HMRC to process them more efficiently. 

3.8.2 Allowing relevant claims and elections to be made quarterly, as part of the MTD reporting, might 

mean that there is a reduced chance that a claim is missed and that, therefore, a late adjustment 

has to be made to a tax return.   

3.9 Question 10: Do you agree that an entity’s update cycle should be based upon its expected 

accounting period with updates due one month after each quarter end? 
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3.9.1 Yes.  This seems like the most logical approach, and fits with the equivalent deadlines for quarterly 

reporting under MTD ITSA. 

3.10 Question 11: Do you agree with the principles for very large companies within the QIPs regime? 

3.10.1 Subject to our comments in section 2, should the government decide to press ahead with requiring 

quarterly reports from other large and complex companies, yes, we do believe it is appropriate that 

companies within this QIPs regime should not be required to submit quarterly updates.  We would 

also suggest there is a specific exclusion for groups which are within the Senior Accounting Officer 

(SAO) rules. 

3.10.2 We do, however, believe that further thought needs to be given to the position of companies at the 

threshold, or those who make a loss in a given year.  As stated in the consultation document, the 

enhanced levels of tax assurance that these companies already provide to HMRC means that “the 

government is satisfied that these very large companies are already meeting many of the MTD 

principles in their business practices”. 

3.10.3 The fact that a company drops below the QIPs threshold or makes a loss in a particular period will 

not have an effect on these business practices.  We would, therefore, suggest that a company 

should be below the threshold (or loss-making) for a number of years before the requirement to 

submit quarterly returns kicks in.  This would smooth the position administratively and reduce the 

burden on those companies which do operate around the threshold. 

3.11 Supplementary question: We welcome views on whether the regular update requirements 

should be adapted for dormant companies and different business segments with additional 

statutory reporting requirements, such as those required to submit an annual country-by-country 

report. 

3.11.1 There should be no requirement for a dormant company to submit quarterly reports to HMRC.  If a 

company is genuinely dormant, these updates will offer no useful information to HMRC, and will 

represent nothing more than an unnecessary burden on the business.   

3.11.2 Directors of dormant companies are not always aware of when such companies become active for 

corporation tax purposes, and HMRC will need to consider carefully how they deal with the entry 

of such companies into MTD for CT. 

3.12 Supplementary question: We welcome views on these and other areas of the international tax 

system, including how the rules for double taxation relief, hybrid entities and transactions, 

corporate interest restriction and transfer pricing might interact with the design of MTD for CT. 

3.12.1 The working assumption in the consultation document is that non-resident companies with a UK 

permanent establishment (PE) should be within scope for MTD for CT.  We believe that the 

government should reconsider this approach.  As we state elsewhere, for MTD for CT to be a success 

it will be important to ensure that companies with good record-keeping systems are not forced to 

make unnecessary changes to those systems.  Many companies in this position will not keep the 

financial records for their PE separately (and indeed are not required to do so), and splitting them 

out on a quarterly basis is likely to involve considerable time and effort, with no improvement in 

the accuracy of the underlying data. 

3.12.2 We would suggest that complex adjustments such as those for transfer pricing, the corporate 

interest restriction and the other examples given in the consultation document are best left to the 

year end filing rather than being required as part of the quarterly submissions.  This would fit with 
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the overall design principle that accounting and tax adjustments do not need to be made on a 

quarterly basis.  HMRC should also work with software developers to understand at an early stage 

in the process whether these adjustments can be readily made through the software or whether 

there should be a carve-out to allow them to be done as a standalone calculation and then input 

into the software (as is the case at present for complex VAT adjustments).  This should take account 

of the likely impact of incorporating this type of calculation on the price of software. 

3.13 Question 12: Do you consider that any of these other scenarios require a different approach to 

the process of updating HMRC? If so, please provide details of any barriers and how these could 

be addressed within the overall approach outlined in this chapter. 

3.13.1 As has already been the case with MTD for VAT, there are likely to be complexities in situations 

where only a small proportion of an overseas company’s income is taxable in the UK, or where the 

company uses specialist software which cannot easily be adapted to fit the MTD requirements. 

3.13.2 Options to address these difficulties could vary: for instance, reducing or eliminating a requirement 

for digital links, or eliminating the requirement for quarterly updates altogether where a business 

can demonstrate strong business practices (perhaps through regular filings with their local tax 

authority).   

3.14 Supplementary question: The government would welcome views on the alignment of these 

obligations from group members who would choose to meet their individual MTD requirements 

through a nominated entity. Please provide details of any increased or reduced administrative 

burdens or costs that could result from this. 

3.14.1 As in our response to question 6, we assume that this suggestion would mean that a group company 

could submit the required year end reports on behalf of other group companies, but that those 

reports would remain separate.  If the intention is instead for some form of consolidated reporting 

then this should be consulted on further, as it would represent a significant change to the current 

position. 

3.14.2 Our comments above about the need to make any such combined reporting flexible, and the need 

to ensure that any nominated companies have suitable authority to deal with HMRC on behalf of 

other group companies, apply equally here. 

3.15 Question 13: Do you agree it is appropriate to align the filing dates for tax and company law 

purposes?  If not, what difficulties do you foresee? 

3.15.1 We do not agree that this would be appropriate. 

3.15.2 Whilst many smaller companies can prepare their tax computations and accounts at the same time, 

and finalise and file the two together, this is not a viable option for larger or more complex business.  

Although some preparatory work can be carried out on the tax position before the accounts are 

finalised, there is inevitably some adjustment required once the final position is confirmed.  As 

finalised accounts are often not available until shortly before the Companies House due date, this 

would not allow sufficient time to make the relevant tax adjustments. 

3.15.3 This is particularly likely to be the case where a company uses a different accountant or agent for 

their accounting/audit work and tax (which will be the case for many larger companies and groups).   

3.15.4 We have seen challenges arising from this over the past few months when the Companies House 

filing deadline has been extended due to Covid-19 but the tax filing deadline has not.  As a result, 
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many companies have finalised their accounts close to the 12 month Companies House filing 

deadline which makes it impossible to file the corporation tax return by the deadline. 

3.16 Question 14: Do you agree that amendments to an entity’s Company Tax Return should be made 

through MTD compatible software? 

3.16.1 We agree that this should become the primary, but not the only, method for amendments in future.  

We refer to our comments earlier in this response about multiple agents being involved in a 

company’s tax filings, and there are also situations where the company itself may wish to submit 

an amendment – in both of these situations, an alternative method for amendment would be 

required. 

3.17 Question 15: How can MTD for CT ensure that accounts and tax computations submitted as part 

of a Company Tax return are fully and accurately tagged in iXBRL format? 

3.17.1 It is unclear why MTD for CT will retain (and, in fact, seek to extend) the use of iXBRL tagging where 

this is not a requirement for either MTD for VAT or MTD ITSA.  It seems to us that a requirement to 

keep detailed digital records and to submit a categorised summary of those records quarterly will 

allow HMRC to carry out relevant risk assessments and that there should not be two parallel 

systems trying to achieve the same outcome.  We would suggest further thought is given to this 

issue. 

3.17.2 As we have outlined elsewhere in this response, we believe that the government should seek to 

minimise the impact of the MTD changes on the way in which companies keep their underlying 

accounting records, where those records are already kept in a digital format.  If the requirement 

for iXBRL is retained, this should include not requiring any changes to incorporate tagging at a 

transactional level, or at any point in the record-keeping system other than that which interfaces 

directly with HMRC’s systems.  This point of interface is likely to be where companies, or their 

agents, will need to invest in new software, and if continued iXBRL tagging is required this should 

be incorporated as part of the design of that software. 

3.18 Question 16: Do you think HMRC should reject returns or charge penalties where the XBRL 

tagging is incomplete or inaccurate? 

3.18.1 If any requirement for tagging is incorporated into the software specification for the system that 

provides quarterly and end of year updates to HMRC, then there should be no need for this, as the 

categorised data will be tagged as part of that process.  As we have said above, however, it is unclear 

why there is an ongoing requirement for tagging in only this strand of MTD. 

3.19 Question 17: What hurdles do you think would need to be overcome should HMRC want 

businesses to tag data at a transactional level? 

3.19.1 We do not believe that HMRC should be seeking to have data tagged at a transactional level.  

Introducing such a requirement would mean that many companies would need to make substantial 

changes to their existing accounting systems, with no clear benefit to HMRC. 

3.19.2 We note that, prior to the launch of MTD for VAT, HMRC suggested that there would be a 

mechanism for VAT-registered businesses to submit more detailed information, potentially 

including transactional data, alongside their VAT returns.  This option has not, to date, materialised.  

We would suggest that HMRC takes a holistic view of its aims and needs around the recording and 

reporting of transactional level data, and works with businesses, agents and software developers 

to ensure that any future changes deliver on these aims without creating a requirement for 
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duplicate records, additional tagging or other administrative burdens on business.  We would 

suggest that such an exercise take place after MTD for CT has been implemented more generally, 

and the impact on companies’ record keeping systems can be assessed. 

3.20 Question 18: What do you think are the potential impacts of HMRC withdrawing the free filing 

product, known as CATO? 

3.20.1 Whilst the withdrawal of this product will not have a direct impact on us as agents, we believe that 

HMRC should consider the impact on the smallest companies if CATO were to be withdrawn, and 

ensure that such companies are not disadvantaged by the move to MTD.  In this context, it is 

significant that the consultation document does not guarantee the availability of free MTD-

compliant software (as has been the case, for instance, for MTD ITSA).   

3.21 Question 19: Should charities, CASCs and other not for profit organisations, be within the scope 

of MTD for CT where they have income within the charge to CT and required to complete a 

Company Tax Return? 

3.21.1 We do not believe that this is an appropriate approach for charities and other not-for-profits within 

the scope of CT.  The analogy drawn in the consultation document with MTD for VAT is a false one.  

In VAT terms, a charity is not dissimilar to a business, however, in terms of corporation tax, there 

are significant differences, and this should be reflected in the design of MTD for CT. 

3.21.2 Furthermore, we would welcome clarification at the outset  that in referring to charities etc “within 

the charge to CT”, the government is referring only to charities that have income or gains that are 

not within a charitable tax exemption and that charities with income and gains that fall within such 

exemptions are not to be brought into the scope of MTD for CT, which would represent a very 

significant increase in the reporting requirement for charities bearing in mind that under the 

current regime few charities are required to file CT returns.  

3.21.3 We cannot see any value to HMRC in receiving quarterly updates where all of a charity’s income is 

exempt from CT (as will be the case in the vast majority of cases).  Although there might, as the 

consultation document suggests, be benefits to the charity from the adoption of digital record-

keeping systems, we believe that there are better ways to achieve this than via MTD.  

3.21.4 Further consideration also needs to be given to situations where a charity has a one-off taxable 

transaction.  At present, HMRC’s view seems to be that the charity should report this in the relevant 

quarter and HMRC would then recognise that it was a one-off transaction.  This approach is likely 

to prove complex in practice both for charities and for HMRC, and to result in charities either 

moving in and out of the MTD regime, or submitting unnecessary reports. 

3.21.5 From the charity’s perspective, it will need to put MTD-compatible software and processes in place 

to identify and report one-off taxable transactions in the right timeframe.  This is likely to represent 

an additional administrative and cash cost, with no balancing benefit.   

3.21.6 If such income were to be reported via the quarterly reporting system, HMRC would need to ensure 

that it had adequate systems and processes in place to correctly identify it as one-off income.  This 

would add unnecessary complexity for both HMRC and taxpayers (and their agents). 

3.21.7 We would, therefore, recommend that, as outlined in the initial proposals, charities and other not-

for-profits are excluded from MTD for CT.   
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3.22 Question 20: Do you agree that MTD obligations should cease where a company is exempted 

from mandatory online filing of CT returns due to insolvency? 

3.22.1 Yes. 

3.23 Question 21: What timescales and costs do you consider would be involved in acquiring, 

updating, replacing or adapting existing software in order to be MTD compliant? /Question 22: 

Apart from software costs, what timescales and costs do you consider would be involved in 

making the transition to MTD for CT?  

3.23.1 From the point of view of taxpayers, this will very much depend on what systems a company, or 

group of companies, already uses, and the shape of the final MTD for CT requirements.  Smaller 

companies who already use a digitised accounting system (perhaps as a result of MTD for VAT) may 

find that the costs are relatively limited and that the preparation time is short. 

3.23.2 In contrast, larger groups of companies with legacy systems will be faced with a much more complex 

task to ensure that those systems work as intended for MTD.  Ensuring that the requirements for 

MTD for CT are structured in a way which allows businesses to maintain their existing accounting 

practices (where those are already digital) and which provides flexibility on areas such as group 

record-keeping and reporting, will help to mitigate the impact. 

3.23.3 It is difficult to offer a clear view on the cost of new software required as the relevant software has 

yet to be developed and it is unclear what the software market for MTD for CT will look like.  It is, 

perhaps, inevitable that more specialist businesses (those to which specific tax regimes apply, such 

as – but not limited to – insurance companies, companies within the tonnage tax regime, large and 

complex groups, those with overseas operations and, as noted in the consultation document, 

charities) will require more specialist software, which is likely to drive up costs.   

3.23.4 There are also some businesses which are in such specialist sectors that there will be no effective 

software market, and potentially no software which meets the MTD for CT requirements.  We have 

seen this with MTD for VAT where companies in the creative sector have been particularly 

disadvantaged. 

3.23.5 Where a company uses an agent to file their tax return, that agent will also incur time and cost in 

acquiring suitable software and in adapting internal processes.  Our experience so far with MTD 

ITSA suggests that upgrading to MTD-compliant software will come at a significant cost, and that 

the move to quarterly reporting for income tax requires a substantial reworking of our internal 

processes to meet multiple deadlines rather than one single deadline.  We would expect the same 

to be the case for MTD for CT.  A clear roadmap, and adequate time for consultation and for the 

active trial of new systems, would go some way to mitigating the impact.    

 

4. About Saffery Champness 

4.1 Saffery Champness is the 13th largest UK accountancy firm by fee income. We presently have more 

than 80 UK partners and over 600 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, 
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professional and consultancy businesses, entrepreneurs, sports and entertainment, and 

international. 

 


