
 

ACS Submission 

Making Tax Digital – sanctions for late submission and late payment 

ACS (the Association of Convenience Stores) welcomes the opportunity to respond to the 

HMRC consultation on the sanctions regime for late submissions through Making Tax 

Digital. ACS continues to engage with policy development on the Making Tax Digital reforms 

through the HMRC SME Digital Service Group and the HMRC SME Overview Forum. ACS 

represents 33,500 local shops across the UK including the Co-op, One Stop, McColls and 

thousands of independent retailers. Further information about ACS is available in Annex A. 

ACS understands the Government’s policy objective for Making Tax Digital to reduce tax 

reporting errors and transfer business tax accounting onto digital platforms. However, the 

pace of implementation of these reforms will place considerable financial and administrative 

burdens on convenience retailers who will be required to absorb the costs of software 

investments, changes in store accounting procedures and higher accountancy costs.  

The dissolution of Parliament and dropping of Making Tax Digital from the Finance Bill 

means clarification on the timetable for the reforms is required as soon as possible as we 

enter a new Parliament. ACS welcomed the recommendation from the House of Lords 

Economic Affairs Finance Bill Sub-Committee to delay rollout until 2020. Business 

obligations on Making Tax Digital should be delayed to allow sufficient time for retailers to 

adapt to the reforms. Providing clarity on Making Tax Digital should be a priority for the 

returning Government. Three-quarters (74%) of convenience stores are operated by 

independent retailers, most of which do not have head office functions or established online 

accounting procedures and will require as much lead in time as possible1. 

We support HMRC’s guiding principles that the sanctions regime for Making Tax Digital 

should be proportionate, fair, consistent and a credible threat against non-compliance. 

Convenience stores operate in a highly competitive low-margin, low-profit grocery market 

and will not benefit from the deferral of MTD obligations for businesses under the £85,000 

VAT threshold. We urge the Government to review their timetable for the introduction of 

MTD and the sanctions regime.   

We have set out our response to the consultation’s questions below. 

Question 2.1 Which of the three penalty models proposed (A - Points-based, B - 

Regular review of compliance, or C – Suspension of penalties) do you consider to be 

the best and why?  

The suspended penalties model (Model C) is the simplest designed sanctions framework to 

encourage improved compliance after late submissions. The Model would discourage the 

development of late submission habits, subject to a thorough and clear notification process 

when a submission deadline has been missed. Further consultation should be made on the 

length of suspension periods before a penalty is issued.  

                                                           
1 ACS Local Shop Report 2016 



A points-based system (Model A) with a points threshold for penalty liability would be 

complicated for small businesses when applied on a tax by tax basis and make the impact of 

poor compliance more abstract for taxpayers. The regular review of compliance model 

(Model B) would struggle to effectively encourage improved compliance due to the time lag 

between submission deadlines and the review of a longer reporting period. Penalties would 

be more likely because businesses would not be notified for late submissions before the 

compliance review occurs. This means the sanctions regime would not prompt behaviour to 

improve compliance until penalties are issued.   

Question 3.1 Do you agree with these proposals for the duration of the required good 

compliance periods?  

The objective to encourage more timely submissions by rewarding improved compliance is 

valid, but must be viewed as achievable by retailers who are working to adapt their tax 

reporting and accounting processes to comply with a significant increase in submission 

deadlines. Therefore, the good compliance period should be no longer than 12 months (or 4 

submissions) for quarterly MTD deadlines. This would ensure the good compliance period 

necessitates a sustained change in reporting behaviour and is realistic for retailers to reset 

their points total to zero.   

Question 4.1 What are your views on the timing of the review?  

We are concerned that the regular review of compliance model would allow a habit of late 

submissions to develop by not notifying businesses when a deadline has been missed. 

Annual reviews could also punish businesses for a number of late submissions accrued over 

the review period when the business may have changed their behaviour if it had received 

earlier notification of the consequences. As the compliance review model could account for 

the length of time that submissions were outstanding before their late submission, this could 

lead to unduly large penalty fines. 

A compliance review model implemented on a tax-by-tax basis would also create a high 

number of notifications to businesses, complicating the system and potentially devaluing 

reviews. Grouping tax submission obligations together would better deliver HMRC’s aim to 

encourage good submission habits, as businesses with regular late submissions are likely to 

miss deadlines across taxes and vice versa.  

Question 4.2 Which of the three options mentioned in paragraphs 4.5 to 4.7 above for 

customers within Making Tax Digital for Business do you think is the most 

appropriate?  

We do not favour either Option A (Fig 4.1) or Option B (Fig 4.2) due to the time lag between 

submissions and the review. This time lag does not efficiently encourage improved 

compliance.  

We believe Option C is the simplest solution, to review compliance with the obligation to 

provide quarterly updates and the obligation to provide an end of year statement separately. 

Reviews into compliance with these two obligations should be separated to reflect their 

different uses, with quarterly updates providing updated tax information whereas end of year 

statements are used as the basis for tax payable calculations. The sanctions regime should 

have less stringent penalties for quarterly deadlines to reflect this difference with end of year 

statements.  

 



Question 4.3 Do you agree this would be a proportionate response to occasional 

lateness that lasted just a short time?  

We agree with the proposal that there should be no penalty liability for the first failure that 

occurs during a review period. This will help to prevent the sanctions regime from penalising 

businesses that make one-off oversights in their reporting obligations. For businesses with 

annual submission deadlines, for example on a Company Tax Return for Corporation Tax, 

we support the suspended penalty model proposed.  

Question 5.1 Do you agree that improved compliance should be recognised? Is there 

a better alternative for recognising it?  

We agree that improved compliance should be rewarded with extended suspensions of 

penalties. This should encourage habits of timely submissions if the period of sustained 

compliance is achievable. The length of the suspension before a penalty is issued should be 

consulted on further.   

Question 5.2 Could any changes be made to the suspension model to make it fairer, 

simpler or more effective? 

This Model would require clear and thorough communication from HMRC to taxpayers when 

a deadline has been missed. When a submission deadline has been missed, the business 

should be directly informed about which deadline they have missed and how long the 

suspended time period is for submission before a penalty is issued. We would support one 

suspension format across taxes. 

 

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

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