MTDtalk, April 2026

Digital record keeping



Ask a question

You asked
What happens when | raise my hand?

To ask a question

Click on the Q&A button in the bottom toolbar to
open the submit question prompt.

Type your question and click send

NOTE: If you wish to ask your question
anonymously check the send anonymously box

shown on the illustration.




Did you know?

ICAEW's revised Continuing Professional Development (CPD) Regulations
brought in new CPD requirements, including a minimum number of hours and an
ethics requirement.

This webinar could contribute to up to 30 minutes of verifiable CPD, so long as you
can demonstrate that the content is relevant to your role.

Find out more about how these changes affect you at




Speakers

Stephen Relf, Tax Manager Lindsey Wicks, Senior Tax Manager

1

. o



Agenda

» Software

* Digital links

« Digital record keeping requirements
» Specific scenarios

e Questions
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Requirements (sole traders and landlords)

« Maintain digital accounting records in a software product or spreadsheet

« Submit quarterly updates to HMRC within just over a month of the end of the
quarter and a year-end tax return after the end of the tax year using a
functional compatible software product
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Software



Types of software

« Two broad types of software
- Creates digital records
- Software that connects to records (bridging software)

* Not all products support

all MTD income sources

quarterly updates and the year-end tax return

calendar quarter reporting

all income types in the year-end return
« Some products are only suitable for agents/taxpayers
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HMRC software finder tool

Ready now This features is ready to use now. You can submit your
quarterly updates for this feature and start preparing your
2026/27 tax return.

In development This feature is still being built by the software provider. It
should be ready to use when you prepare your 2026/27
tax return.

Not included This feature isn’t available in this software product. You
should choose a different product is you think you may
need this in the future.

Find software that works with Making Tax Digital for Income Tax - GOV.UK rii

).


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

Software features

Features provided
Free version
Software that creates digital records

Software that connects to your records (bridging
software)

Agent software
Individual software
Standard update period (6 April to 5 April)

Calendar update period (1 Aprilto 31 March)

Status
Not included
Not included

Ready now

Ready now
Not included
Ready now

Not included
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What you need for your quarterly updates

You'll still need to send these income sources in your tax return.

Business income sources Status

Sole trader Ready now
UK property Not included
Foreign property Not included
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What you need foryour tax return

Otherincome sources and items
UK interest

Construction Industry Scheme
Employment (PAYE)

UK dividends

State Pension income

Private pension incomes

Partner income from a partnership
Foreign dividends

Foreign interest

Private pension contributions
Charitable giving

Capital Gains

Student Loan

Marriage Allowance

Voluntary Class 2 National Insurance

High Income Child Benefit Charge

Status

In development
In development
In development
In development
In development
In development
Not included

In development
In development
In development
In development
In development
In development
In development
In development

In development
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Digital links

Required once a digital record has been created



Examples of acceptable forms of digital
data transfer

 Linked cells in spreadsheets
« Emailing a spreadsheet for importing into another software product

 Transferring digital records onto a portable device to transfer to an agent to
be imported into another system

« XML, CSV imports and exports, file downloads and uploads
« Automated data transfer
« Using an application programming interface (API) transfer
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API transfers in action

Quarterly Year-end tax
updates API transfer API transfer return
Sole trade
(record keeping ,
software)
Summary H M RC Summary Tax return
totals totals
software product
UK property
business

(spreadsheet and
bridging software) \'%~V

. o



Unacceptable forms of digital data transfer

« Manually transferring data within or between software programs (ie, rekeying
information)

« Using ‘cut and paste’ or ‘copy and paste’ to move records
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You do not need to digitally link

« Records of other income sources (eg, employment income, dividends,
interest)

» Booking systems, till systems

« Software that is only used to submit the year-end return (as the software gets
the data via an API transfer from HMRC)

« With other landlords where property is held jointly
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Digital record keeping
requirements



When, what and how?

« HMRC encourages keeping records close to real time — legislation says
before submission of quarterly update

 Electronic scanning/storage of documents is NOT a requirement
* Need to record transaction dates, amounts, category
» Sole traders must keep separate records for each business

« Separate records are required for a UK property business and for each
property within an overall foreign property business

« Can maintain records in a spreadsheet, non-MTD software or MTD-compliant

software Y%«
)
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Start date

* Depends on accounting period
» Tax year — 6 April

« Calendar periods — 1 April (software must support calendar period reporting
and must select in software before submitting Q1)
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How long do you need to keep records?

« Same as SA - at least five years after the 31 January submission deadline
« Records for 2026/27 return must be kept until at least 31 January 2033

 Factor to consider if changing software (ie, exporting data from old software
and storing securely)
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Categories — trading income

 Turnover

 Other business income



Categories — trading business expenditure

» Cost of goods bought for resale or Phone, fax, stationery, and other office
goods used costs

« Construction industry — payments to Advertising

subcontractors

Business entertainment costs
« Wages, salaries, and other staff costs

Interest on bank and other loans
« Car, van, and travel expenses

Bank, credit card and other financial
* Rent, rates, power, and insurance charges
costs

Accountancy, legal and other
« Repairs and maintenance of property professional fees

and equipment Other business expenses Y%\V
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Categories - UK property income

 Total rent
* Other income from property
* Premiums for the grant of a lease

* Reverse premiums and inducements
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Categories — UK property expenses

Rent, rates, insurance and ground rents

Property repairs and maintenance

Non-residential property finance costs

Residential property finance costs

Residential finance costs brought forward

Legal, management and other professional fees

Costs of services provided, including wages

Travel expenses
Other allowable property expenses %
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Categories — foreign property

* Income « Expenditure
- Total rents and other receipts - Allowable property expenses (rent,
- Premiums for the grant of a lease repairs, legal fees, cost of services
provided)
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Foreign property — additional points

« A property name for each individual foreign property must be set up in the
submission software

 Name must be unique for each country

* Three-letter country code

« HMRC assigns a unique property ID for that property

* Income and expenses will need to be recorded for each foreign property

« |f letting stops from an individual foreign property, the cessation date and
reason for cessation must also be recorded in software
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Specific scenarios



We will cover

« Jointly-held property

« Simpler categorisation
 Retailers

 Trading allowance

* Rent-a-room

* Property income allowance
 Childminders

 Disallowable expenses
« Simplified expenses
 Part capital / part revenue

* Net income receipts

« Estimating v waiting for information

 Correcting digital records
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Jointly-held property (for jointly-held
properties only)

* Income: for their share income from jointly-held property only, a
taxpayer can create one digital record (a single entry) for each
category of property income that was received during a
quarterly update period

« Expenses: for their share of expenditure of jointly-held property
only, a taxpayer can create one digital record (a single entry) for
each category of property expense that was incurred during a
tax year



Simpler categorisation (three-line accounts)

Allows categorisation to be ‘income’ or ‘expense’

Permitted where either:
- annual income from self-employment source < £90,000
- Total UK property income < £90,000

Exception: landlords must record residential property finance costs separately

If income reaches £90,000 in the tax year, full categorisation is required before
submitting quarterly updates and year-end return

Landlords with jointly-held UK property can use this in combination with the rules for

jointly-held property
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Retallers

« Can make a single digital record of daily gross takings
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Trading allowance

» Digital records of income and expenditure required if income from sole trade
IS above the trading allowance even if taxpayer claims the allowance

« HMRC example of taxpayer declaring the following on their 2024/25 self
assessment return:

- property income £60,000
- self-employment income of £1,900 from a side hustle

* Do not need to keep digital records of income from sole trade if both of the
following apply:
- the income was below the £1,000 trading allowance threshold
- the income was not declared on a previous tax return Y%w
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Property income allowance

« Digital records of income and expenditure required if UK property income is
above property income allowance even if taxpayer claims the allowance.
HMRC gives example of taxpayer declaring the following on their 2024/25 self
assessment return:

- income from sole trade £64,000
- property income of £1,800

* Do not need to keep digital records of property income if both of the following
apply:
- the income was below the £1,000 property income allowance threshold
- the income was not declared on a previous tax return Y%\V
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Rent-a-room

» Digital records required if:
- use rent-a-room for home and had income from another UK property in last SA return OR
- gross income for own property exceeded rent-a-room threshold on last SA return

« HMRC example: 2024/25 return included UK property income of £55,000 but
income from own home was not declared as it was below rent-a-room
threshold. Digital records for 2026/27 would need to include rent-a-room
Income and expenditure

1

. o



New source (reminder)

 \When new source starts:

file first tax return

requirements start from April following the first tax return filing date

no need to monitor turnover

Eg, new source commences 1 January 2027; first tax return 2026/27; filing date 31 Jan
2028; MTD mandated source from April 2028

* This applies even if the taxpayer is already in MTD

- can choose to keep digital accounting records for new sources
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Childminders

« Option of using alternative approaches:
- Household expenditure — deduct fixed % of costs
- Wear and tear — 10% of childminding income
- Food and drink — can use estimates
- Record keeping — no receipt needed where item less than £10

 However, must use rules normally applying under MTD
« HMRC updates its quidance for childminders | ICAEW
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https://www.icaew.com/insights/tax-news/2026/mar-2026/hmrc-updates-its-guidance-for-childminders
https://www.icaew.com/insights/tax-news/2026/mar-2026/hmrc-updates-its-guidance-for-childminders

Disallowable expenses

Choice
 Just record the allowable proportion
* Record the total amount and the disallowable proportion

« Record the total amount and adjust the category total before submitting year-
end return

« Example: Mobile phone bill totals £200. £125 is business calls and £75 is
personal calls (disallowable)
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Simplified expenses

* No need to keep digital records of certain expenses if taxpayer is sure that
they will use simplified expenses, eqg:
- flat rate for business mileage
- working from home
- living at business premises (eg, guesthouse, B&B, care home)

« Simplified expenses are claimed in the year-end tax return
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Part capital / part revenue

« Example: mortgage payments with capital and interest elements

e Either:

- record full value and then adjust (for capital element) before submitting return OR
- create a digital record of the revenue amount
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Net income receipts

« Example: letting income is received net of agent fees
* Must establish the gross income amount
« Create a digital record for the full amount of income

 Create a digital record for the expenses

1

. o



Estimating v waiting for information

* If estimating income or expense * If recording only when amount is

- create a digital record for the estimate confirmed
- quarterly updates should still be

- update estimate once amount
submitted on time

confirmed
- create digital record when information
received
» Correction will be included in next
quarterly update (but if Q4 has » Transaction will be included in next
been submitted, then it will need to quarterly update (but if Q4 has been
be resent) submitted, then it will need to be

resent) Y%‘V
)
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Correcting digital records

» Correct as soon as possible
« Changes reflected in next quarterly update
* If Q4 has been submitted:

- can resubmit Q4

- can update digital records and adjust category totals in year-end software (need to take
care not to resubmit Q4)
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Any questions?



Resources

 [CAEW’S MTD hub
« PCRT MTD topical guidance

« HMRC’s Making Tax Diqgital for income tax hub
« HMRC’s Get ready for MTD: an agent toolkit

« HMRC’s Use Making Tax Digital for Income Tax - Create diqital records

* The Income Tax (Digital Obligations) Requlations 2026

 Making Tax Digital for Income Tax: digital record-keeping direction

 Making Tax Digital for Income Tax: quarterly update direction Y%\V
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https://www.icaew.com/technical/tax/making-tax-digital
https://www.icaew.com/technical/tax/making-tax-digital
https://www.icaew.com/technical/tax/working-in-tax/pcrt/topical-guidance-on-applying-professional-standards-to-mtd-for-income-tax-services
https://www.icaew.com/technical/tax/working-in-tax/pcrt/topical-guidance-on-applying-professional-standards-to-mtd-for-income-tax-services
https://www.gov.uk/government/collections/making-tax-digital-for-income-tax
https://www.gov.uk/government/collections/making-tax-digital-for-income-tax
https://www.gov.uk/guidance/get-ready-for-mtd-an-agent-toolkit
https://www.gov.uk/guidance/get-ready-for-mtd-an-agent-toolkit
https://www.gov.uk/guidance/use-making-tax-digital-for-income-tax/create-digital-records
https://www.gov.uk/guidance/use-making-tax-digital-for-income-tax/create-digital-records
https://www.gov.uk/guidance/use-making-tax-digital-for-income-tax/create-digital-records
https://www.gov.uk/guidance/use-making-tax-digital-for-income-tax/create-digital-records
https://www.legislation.gov.uk/uksi/2026/336/made
https://www.legislation.gov.uk/uksi/2026/336/made
https://www.gov.uk/government/publications/digital-record-keeping-notice-for-making-tax-digital-for-income-tax/making-tax-digital-for-income-tax-digital-record-keeping-notice
https://www.gov.uk/government/publications/digital-record-keeping-notice-for-making-tax-digital-for-income-tax/making-tax-digital-for-income-tax-digital-record-keeping-notice
https://www.gov.uk/government/publications/digital-record-keeping-notice-for-making-tax-digital-for-income-tax/making-tax-digital-for-income-tax-digital-record-keeping-notice
https://www.gov.uk/government/publications/digital-record-keeping-notice-for-making-tax-digital-for-income-tax/making-tax-digital-for-income-tax-digital-record-keeping-notice
https://www.gov.uk/government/publications/update-notice-for-making-tax-digital-for-income-tax/making-tax-digital-for-income-tax-update-notice
https://www.gov.uk/government/publications/update-notice-for-making-tax-digital-for-income-tax/making-tax-digital-for-income-tax-update-notice

Upcoming MTDtalks

9 July: Quarterly update requirements

24 September: Year end tax return
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