
 

 

 

 

ACS Submission: House of Lords Economic Affairs Finance Bill Sub-Committee 

 

1. ACS (the Association of Convenience Stores) welcomes the opportunity to submit 

evidence to the House of Lords Economic Affairs Finance Bill Sub-Committee on 

Making Tax Digital (MTD). ACS represents 33,500 local shops and petrol forecourts, 

including Co-op, McColls, BP and thousands of independent retailers, many of which 

trade under brands such as Spar, Londis and Costcutter. Further information about 

ACS is available as an Annex to this submission.  

 

2. MTD represents a seismic change to the taxation landscape with significant 

operational and cost implications for convenience retailers. ACS is engaging closely 

with HMRC through its SME Digital Services Group as a trade body partner to 

communicate MTD reforms out to members and feedback on policy development. 

We understand the policy objectives for MTD reforms to reduce the tax gap and 

improve the efficiency of tax reporting but remain concerned about HMRC support for 

business to adequately prepare for the reforms. 

 

3. There is now less than six months until retailers must comply with MTD for VAT and 

begin submitting quarterly VAT updates digitally. Larger multiple groups in the sector 

may have dedicated finance teams managing the move to MTD, but the majority 

(72%) of convenience stores are operated by independent retailers, most of which do 

not have accounts expertise1. Some symbol groups may provide support to retailers, 

but most are reliant on HMRC communications and their accountant to ensure they 

are compliant by the April 2019 deadline.  

 

4. Many retailers do not have established online procedures for accounts and urgently 

require support and guidance from HMRC detailing practical steps to comply with the 

reforms and a breakdown of software providers. We are sceptical about HMRC’s 

estimates on the cost to business of MTD, which does not appear to consider in 

sufficient detail time spent familiarising colleagues with new software and the cost of 

upgrading software.  

 

5. We welcome that there will be no penalty sanctions enforced in 2019/20 to allow 

retailers a year to comply with new regulatory responsibilities under MTD. HMRC, as 

well as trade bodies such as ACS, must be prepared for a large volume of business 

queries as the April 2019 deadline approaches. For more information on this 

submission, please contact Steve Dowling, ACS Public Affairs Manager, via 

steve.dowling@acs.org.uk or 01252 533009. 
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How prepared are HMRC, businesses (small and large) and software providers for the 

implementation of Making Tax Digital for VAT in April 2019, and what are the 

challenges of concurrent preparations for Brexit? 

 

6. Three-quarters (72%) of convenience stores are operated by independent retailers, 

most of which do not have head office functions or established online accounting 

procedures2. These retailers require comprehensive support from Government and a 

proper lead in time to prepare for the reforms. We therefore welcomed the July 2017 

announcement of a revised timetable for the rollout of MTD on the basis that this 

would allow sufficient time for an effective communications strategy and pilot process 

from Government. 

 

7. Despite the delayed timetable, we are very concerned that awareness amongst small 

businesses remains poor. HMRC’s own research from December 2017 suggests that 

70%3 of businesses are unaware of the forthcoming rollout of MTD while BCC 

research published in June 2018 suggests 24%4 of businesses have never heard of 

MTD. The Government’s communications strategy is integral to the successful rollout 

of MTD and must reach all businesses regardless of their use of agent services or 

experiences with software to keep accounting records.  

 

8. HMRC’s support and guidance for businesses on MTD is daunting for many 

independent retailers without accounts expertise. HMRC’s stakeholder 

communications pack is too technical for small business owners to understand while 

promotional materials about the reforms published in September do not include a 

step-by-step process to compliance for business. Although we appreciate HMRC is 

looking to recruit businesses to its MTD for Income Tax pilot, messages on 

mandatory MTD for VAT and voluntary MTD for Income Tax within the same 

communications are too complicated for businesses and should be either separated 

or communications on the Income Tax pilot paused.        

 

9. Convenience retailers need better information from HMRC about MTD-compatible 

software providers in the market. HMRC is working with more than 150 software 

suppliers aiming to provide MTD-compatible software in time for April 2019 and has 

provided an online list of suppliers via gov.uk. These software providers have 

developed a range of products designed for businesses across all sectors. For 

independent businesses, comparing hundreds of software providers with limited 

knowledge of accounts software will be a burdensome process. HMRC should 

provide further practical information to businesses about these software products, for 

example what types of business the products target, to save businesses time when 

comparing the MTD software market.  

 

10. The public beta stage of the pilot is scheduled to begin in October, despite MTD for 

VAT being mandated in less than six months. The short timeframe for the public beta 
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means many convenience retailers have so far not participated in the pilot to test 

their software products with HMRC systems. The limited pilot length also restricts the 

feedback HMRC can gain from its customers to improve its systems. We regret that 

the public beta stage of the pilot has not been longer to provide evidence of the 

additional financial burdens on businesses following the questionable HMRC 

assessment of costs.     

 

What are the potential costs of Making Tax Digital for VAT for businesses? 

 

11. Retailers are set to absorb the costs of compliance with MTD reforms, which will 

transcend initial software costs and significantly increase the costs of accountancy 

services to approve quarterly updates. We agreed with the Committee’s 2017 report 

on MTD that HMRC’s assessment that initial business costs to ensure compliance 

would be £280 ‘does not reflect the reality of small business operations’5. HMRC has 

since revised its assessment to £109 per business in transitional costs and £43 per 

business per annum for steady-state costs6.  

 

12. The cost of being fully prepared for MTD will vary based on the current accounting 

procedures a convenience retailer has in place. However, we remain highly sceptical 

that these figures accurately reflect costs beyond the purchase of new or upgraded 

software, for example time spent familiarising staff with new digital tools and 

submission processes and additional accountancy costs for business.    

 

How could the penalty regime and the new VAT interest regime proposed in the draft 

Finance Bill be improved or simplified? 

 

13. We recognise that the penalty regime for MTD will not be enforced until April 2020, 

allowing business a full tax year to become familiar with their new quarterly reporting 

obligations and comply with the reforms. We also support HMRC’s guiding principles 

that the sanctions regime for MTD should be proportionate, fair, consistent and a 

credible threat against non-compliance.  

 

14. The Finance Bill includes proposals to introduce a points-based late submission 

penalties model for MTD, whereby businesses reaching a set points threshold based 

on a number of late submissions would then incur a penalty. This system will be 

complicated for small businesses when applied on a tax by tax basis as the MTD 

programme expands and make the impact of non-compliance more abstract for 

taxpayers.   

 

15. Alternatively, we supported a suspended penalties model to provide the simplest 

sanctions regime and encourage improved compliance immediately after late 

submissions. This regime would notify a business when a reporting deadline has 

been missed to discourage late submission habits, with penalties being suspended 

for a period from the notification to allow the business an opportunity to comply. 
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Subject to a thorough and clear notification process when a submission deadline has 

been missed, this would discourage the development of late submission habits 

earlier than the points-based model.        

 

For more information on this submission, please contact Steve Dowling, ACS Public 

Affairs Manager, via steve.dowling@acs.org.uk or 01252 533009. 
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