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1. Executive summary 

1.1 We welcome the chance to comment on the proposals put forward on the issue of provisional 
figures arising as part of the government’s changes to the basis period rules. 

1.2 In summary, our key points are as follows: 

• We welcome HMRC’s plans to reduce the administrative burden on taxpayers following the 
changes to the basis period rules.  It is unfortunate, however, that the options laid out in 
the consultation paper do not mention the interaction with Making Tax Digital for Income 
Tax (MTD ITSA). 

• Taking into account our current understanding of the impact of MTD ITSA, our preference 
would be for the first option outlined in the consultation document (that is, correcting the 
return alongside the submission of the return for the following year).  This option avoids 
both the inherent difficulties of option two (such as identifying which taxpayers should 
benefit from an extended timetable) and the potential problems caused by having amounts 
reported in a year to which they do not belong which are inherent in option 3. 

• We recommend, however, that whichever option is chosen, the government reassesses the 
position once the basis period and MTD ITSA changes have bedded in, not least to 
understand the impact of any behavioural change that MTD ITSA, with its emphasis on in-
year corrections for amounts included in quarterly reports, may drive. 

1.3 Section 2 below makes some general comments on the proposals, and sections 3-6 cover 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 As noted in our introduction, considering the interaction of the new basis period rules with the MTD 
ITSA rules changes the perspective, and we do wonder why MTD ITSA was not explicitly considered 
in this latest consultation.   

2.2 In the original consultation into changes to basis periods, the government noted that “an estimated 
93% of sole traders and 67% of trading partnerships…draw up their accounts to 5 April or 31 March 
each year”.  This is a substantial percentage, particularly of sole traders.  Whilst figures are not given 
in the consultation document, our experience leads us to assume that the majority of low-income 
sole traders and partnerships (that is, for these purposes, those with income below the MTD ITSA 
threshold of £10,000) are likely to fall within that 93/67%.  Furthermore, the vast majority of those 
low-income taxpayers that do not are likely to be able to move their accounting date to 31 March 
or 5 April without any commercial disadvantage. 

2.3 In consequence, we deduce that the vast majority of those who are commercially unable to move 
their accounting date will also be within the scope for MTD ITSA.  With this in mind, the interaction 
between the two sets of rules needs to be uppermost in designing (and commenting on) the policy 
options. 
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2.4 Consideration of the interaction is hampered by the fact that there is still not a clear picture of how 
MTD ITSA will work in practice. 

2.5 As it currently stands, the MTD ITSA rules require taxpayers to do the following: 

• Keep digital records of income and expense transactions, in a more real time way than at the 
minute; 

• Submit quarterly reports of income and expenses to HMRC; 
• Correct the underlying digital records “as soon as possible” where they discover an error or 

omission (Reg 17(1) SI 2021/1076); 
• Where a correction has been made to the underlying records, correct the quarterly figures 

provided to HMRC either in the next quarterly update or when the End of Period Statement 
(EOPS) is submitted (Reg 17(2 & 3) SI 2021/1076); 

• Submit an EOPS for each business within MTD and a year end submission finalising their tax 
position for the year by the current Self Assessment (SA) filing deadline. 

2.6 From an MTD ITSA perspective, then, in-year corrections are intended to be as real-time as possible, 
both in the software and in the onward reporting to HMRC.  There may, therefore, be advantages 
in requiring taxpayers to update their post-year end figures in a similar way.  The extent to which 
this is true is likely to depend on: 

• The way in which updates to previously submitted quarterly figures are dealt with in software; 
and 

• The overall user-friendliness of that software (and in particular the amount of manual 
intervention required to process both quarterly returns and updates to previous years). 

At present, both of these are unknown, and it is difficult to predict, therefore, how MTD ITSA will 
influence taxpayer behaviour.   

2.7 Looking at how MTD ITSA will operate in practice, the basis period reforms mean that all taxpayers 
within the regime will need to submit quarterly reports to the same deadlines (5 August/5 
November/5 February/5 May) with the EOPS and year end finalisation submissions due by the 
current SA filing deadline of 31 January after the relevant tax year.  From an agent’s point of view, 
this will increase the workload on our staff in January, which is already a very busy period.  In terms 
of workload management a basis period solution which required updated figures to be submitted 
earlier in the tax year would allow us to spread our workload more effectively throughout the year.   

2.8 It would also reduce the number of different periods we are communicating with our clients about 
at one point in time.  Corrections timed to coincide with the filing deadline for the following year 
could mean that we are trying to obtain and process information on an updated return for Year 1, 
the main year end filing for Year 2 and a set of quarterly data, which could include updates for 
corrections for previous quarters, for Year 3, all in the same month.  This is likely to be confusing 
for clients (and also for unrepresented taxpayers, who would have to negotiate all three sets of 
data without professional help). 

2.9 One option not explored in the consultation paper would be to tie the requirement to file an update 
to one of the MTD quarterly reporting periods (so that updated figures are filed along with the 
quarterly report for the quarter in which they became final).  This could go some way to relieve the 
bunching of work in January (see below) and would have the advantage of ensuring that each 
quarterly report was based on the latest figures (for both current and prior year) available. 
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2.10 We hesitate to recommend this as the solution, however, because of the lack of information 
currently available to us as agents about how MTD reporting will work in practice, and particularly 
the likely impact on our timetables and processes.  This is an example of where clearer 
communication, both on MTD ITSA and on the proposed interaction between the two regimes, 
would have been beneficial. 

2.11 We also note that the response to the Call for Evidence on Timely Payments, published in November 
2021, stated that the government will look to “achieve more accurate in-year tax calculations via a 
voluntary in-year calculation proof-of-concept pilot”.  It will be important that this further work 
takes account of the position of taxpayers who will need to estimate and then update their profit 
figures as a result of the basis period changes, particularly if those updates are made as part of 
(option 3) or alongside (option 1) their tax return for the following year. 

2.12 Whichever option is ultimately chosen, we would recommend that the government carries out a 
review of the position once both the basis period and MTD ITSA changes have bedded in.  This 
would provide an opportunity to assess how successful the easement has been at reducing the 
burden on business (and on tax agents) in practice, and to make any changes required to ensure 
that the rules continue to work effectively. 

3. Specific consultation questions 

3.1 We summarise our views on the four options proposed in the technical paper in the following 
sections of this paper 

Option 1: allowing taxpayers to amend a provisional figure at the same time as they file their 
return for the following tax year 

3.2 As the amendments can be made at the same time as filing the return for the following year, this 
will mean the current year figures and last year’s amended figures can be calculated and filed with 
HMRC at the same time.  Our experience is that this is usually more efficient than making 
amendments part way through a tax year. 

3.3 However, this still leaves the issue of having to calculate final figures, which will take additional 
resource. In addition, it is unclear what effect this will have on the time that HMRC have to open 
an enquiry.  This may also lead to unfairness in situations where profits do not accrue evenly 
throughout the year, as this may result in the estimated amount of tax to be paid being vastly 
different from the final amount due – which could negatively impact cashflow, or give taxpayers 
not enough time to pay an unexpectedly increased tax bill.   

3.4 Looking through the lens of MTD ITSA, some of the concerns above may be mitigated.  If a business 
is collating and submitting data quarterly, it should have relatively early notice of fluctuations in 
income and expenses.  This may not correlate directly to identifying fluctuations in taxable profit 
(we would expect most of our clients to consider tax adjustments after the end of the year rather 
than as part of their quarterly reporting), but it is likely to highlight areas where there is a greater 
than expected shift, allowing for profit estimations to be updated. 
 

3.5 This option does, however, increase the workload around the time of the SA filing deadline, as 
outlined in 2.7 above.  In practice, therefore, we would encourage clients to file amended figures 
ahead of the deadline wherever possible, to allow them earlier certainty on their tax position and 
to allow us to better manage workloads in our tax teams. 
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4. Option 2: allowing an extension of the filing deadline for some groups of taxpayers, such as more 
complex partnerships or seasonal trades 

 
4.1 Extending the filing deadline but keeping the tax payment deadline would be unworkable in 

practice and a filing extension based on specific criteria would no doubt lead to unfairness among 
different groups of taxpayers. An extended deadline would also likely result in a greater degree of 
inaccuracy in filed figures, potentially going against HMRC’s stated aim of closing the tax gap. For 
all those taxpayers who work to a deadline (and there are many!), there would be less incentive to 
prepare the rest of their tax return early (eg for other rental or investment income) and so a greater 
reliance on recalling events from over two years ago. 
 

4.2 Whilst this risk may be mitigated for those filing quarterly under MTD ITSA, there will still be a 
substantial gap between the timing of receipts and payments and the time a tax analysis of those 
figures is carried out, if we are right in our assumption that many clients will leave tax adjustments 
until the end of year process. 
 

4.3 When Self Assessment was first introduced, there were still many businesses who chose not to 
move to a 5 April year end despite the introduction of the complex overlap profits rules. This, and 
the continuing existence of businesses without a 5 April year end, proves that there are many 
businesses for whom changing to a 5 April year end will not work.  

 
4.4 HMRC will also need to consider who qualifies, and how this they prove this to HMRC. This would 

require HMRC to prepare clear guidance for affected businesses on identifying whether they are a 
complex partnership or seasonal trade. They may also need to consider how businesses prove that 
they cannot change their accounting date, or that it would be unreasonable to expect them to do 
so.  

 
4.5 Regarding partnerships, where the partners have to file their own tax returns but final figures are 

not ready for the partnership return, this will also increase complexity. If partners are expected to 
pay their own liabilities on time, then they will need to pay based on the partnership’s provisional 
figures, and amend their own returns when the final figures are available.  

 
4.6 The alternative would be for the filing deadline to be extended for partners as well as partnerships, 

which would increase the number of returns which would have a different filing deadline and make 
it more complex to monitor who was and was not entitled to the extension. 

 
4.7 We are pleased to note that the consultation document acknowledges this, and gives some 

suggestions. In particular, the idea of automatically updating the partner returns when the 
partnership return is updated would be useful. However, is there any particular reason why HMRC 
are not doing this for all partnership return amendments? It seems like it would be useful for all 
partnerships, not just those making amendments to provisional figures.   

 
4.8 Again, this is an area where greater visibility over how MTD ITSA will work in practice would be 

useful.  Previous MTD consultation documents have assumed a digital link between partnership and 
partner tax returns which would create this type of automatic update, but detail on how this would 
operate in practice – including how a partner would be informed that a change had been made – is 
still unavailable. 
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5. Option 3: allowing taxpayers to include in the next year’s tax return any differences between 
provisional and actual figures in the previous year 

 
5.1 This would be our preferred option if we were purely considering how to file the fewest returns. 

However, there are some things HMRC will need to consider before implementing this option:  
 

• How to treat different tax rates. If the rate of tax goes up or down, then the timing of the 
amendment could lead to taxpayers paying more or less than would have been due if profits 
were declared in the year in which they arose.  This will be a particular issue where profits 
fluctuate. 

• Carrying back losses may become more difficult – if they are now generated in the ‘wrong’ year, 
following adjustment, will this lead to a loss of the chance to carry back?  

• Provisional figures may bring an individual into Class 2 NICs but the final amended figures may 
not (or vice versa). 

• Amendments may also impact relevant earnings for pension purposes. 
 

5.2 For all of these items, HMRC will need to carefully consider the method of amending, to ensure that 
all taxes – not just income tax – are correctly adjusted following the filing of the amended returns.  

5.3 Similarly, the changes could have an impact on whether or not a business meets the £10,000 
turnover threshold for MTD ITSA.  This could affect when a business comes within the MTD regime 
and when, if turnover has consistently reduced to below the £10,000 threshold, it is able to opt 
back out of the regime.   

5.4 As HMRC note, this option would be a much more efficient way of dealing with the earlier year’s 
final figures. The drawback would be that it is more likely to be open to abuse given any 
understatement of profits will not incur late payment interest charges from the previous year’s tax 
due date.  

5.5 This option would also increase the mismatch between income and expenses reported quarterly 
under MTD ITSA and the final figures included in a tax return (or equivalent).  Whilst this may not 
be a significant issue if the quarterly figures are (as we currently understand) required mainly to 
ensure that taxpayers meet the requirement to keep digital records, it will make reconciliation more 
difficult if they are used for other purposes.   

5.6 Where a return is enquired into, this option would mean that some figures relating to previous 
years would in effect come under enquiry.  Adopting this option should not, in our view, allow 
HMRC to effectively extend the enquiry window for the earlier year return by a further 12 months, 
but, equally, they should be able to query the changes if necessary. If this option is taken then 
HMRC need to ensure that there is clear guidance on the extent to which taxpayers can be required 
to provide information relating to the previous year.   

5.7 We would also suggest that any profit adjustment relating to a previous year should be identified 
separately on the tax return, to facilitate HMRC review (and, if necessary, reconciliation to the 
underlying records). 

5.8 There may also be disadvantages for partnerships where partners leave part way through the year 
– many such partners would historically have amended provisional figures once the final accounts 
are due, but if provisional figures are dealt with as an adjustment to the following year’s profit, they 
could miss out on significant expenses that they have properly incurred or effectively receive 
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untaxed income.  This could be dealt with by allowing an extension to the amendment window for 
individuals in these specific circumstances. 

6. Option 4: leaving the current rules on provisional figures unchanged 

6.1 As noted in our previous consultation response, the majority of businesses who have their 
accounting end date as 31 March or 5 April will experience little negative impact from these 
changes. However, there are a significant number of businesses who cannot change their 
accounting date, and so, at least one of the previous three options should be put in place to support 
them, otherwise they are likely to experience a significant increase in administrative burden. 

7. About Saffery Champness 

7.1 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.  

7.2 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.  

 


