

https://www.taxsystems.com/

Introduction

With less than six months to go, Making Tax Digital (MTD) will soon be a reality.
First mooted back in December 2015, MTD for VAT (MTDfV) will see HMRC take
the first steps towards modernising the UK tax system in line with a global trend that
has seen tax authorities around the world move towards real-time reporting.
Australia brought in digital reporting for indirect tax with GST back in 2000, while
Brazil has gone further, mandating digital invoicing and the submission of both the tax
and the accounting books digitally.

MTD will deliver benefits for
both the taxpayer and HMRC
through introducing process
efficiency, eliminating human
error caused by manual
intervention and providing
HMRC with greater transparency,
helping to close the £33 billion
tax gap reported for 2016-17.

HMRC originally estimated that
MTDfV would raise an extra £945
million' in taxes by 20/21. Now
that estimate has been revised to
£480 million? by 20/21 and £1
billion by 2023.

What is MTD?

Making Tax Digital is the digital
transformation of the tax system
by HMRC aimed at making tax
more effective, efficient and
easier for tax payers whilst
reducing the costs associated
with overseeing the tax process.
HMRC aims to digitalise the tax

But the path to MTDfV has been
far from smooth. There have been
delays to the rollout and changes
in the requirements, the latest
being a deferment period of six
months for a small number with
complex VAT requirements,
making the road a rocky one.

Moreover, the cost savings for
businesses — previously stated at
£100 million — have been
retracted. In its annual report for
2017-18, HMRC states that the
move to MTD for VAT will instead
cost businesses £37 million a year
to administer.

system (VAT, income tax and
corporation tax), commencing
with VAT in 2019.

These changes will require

taxpayers to: keep their
records digitally, exchange data
between software system(s)
used to store records, prepare

: ‘Making Tax Digital: Bringing business tax into the digital age’, HMRC, August 2016
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/5457 1 5/Making_Tax_Digital-Bringing_business_tax_into_the_digital age-consultation.pdf

2 4MRC Annual Report and Accounts 2017-18’, HMRC, March 2018,
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/724943/HMRC_Annual_Report_and_Accounts_2017-18__print_.pdf

This financial burden will make it
imperative that businesses
transitioning to MTDfV do so in a
considered, cost effective way that
creates operational efficiencies.

This means creating a clear
pathway to digitalisation utilising
cloud-based technology that can
then be used not only for VAT
but for other MTD tax
compliance as well.

and submit their tax returns
digitally and submit the tax
return to HMRC using API
enabled software.
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“Making Tax Digital is a massive priority. It's something that will affect
all of the taxes in the next couple of years, starting with VAT and then
corporation tax... it's probably the most pressing issue on the agenda

1
tOde Head of Tax, UK Financial Institution

Timeline for change

October 2018

HMRC launched its pilot® on 16
October 2019 to approximately
500,000 businesses whose “business
affairs are up to date and
straightforward”. Businesses with a
taxable turnover of £85,000 or
more will be required to comply
with the MTDfV mandate due to
come into effect from | April 2019
and are urged to join the pilot
programme as soon as possible in
order to prepare in time.

April 2019

From this date all mandated
businesses will need to maintain
digital records, prepare their return
from those records and submit
their returns digitally. However, the
requirement to maintain a digital
audit trail between the digital
records and the return preparation
software is subject to a soft landing
period relaxation. In order to be
compliant, businesses will need to
ensure that they train their staff to
ensure compliance with the digital
record keeping requirements and
either acquire MTD compatible

What are the MTD
requirements?

* Store VAT records digitally

* Submit VAT returns from those records using

API enabled software

* Maintain a clear audit trail of digital links from

software for their in-house
compliance teams or engage an
adviser who has implemented
software with MTD functionality.
They will also have to sign up for
MTD for their mandated VAT
entities on GOV.UK.

If you engage a tax adviser, the firm
will need to create an Agent
Services Account (ASA) on the
HMRC website and connect it to
their MTD software. They will have
to map across their existing VAT
client relationships for each pre-
MTD Government Gateway ID to
their new ASA (full guidance will be
provided by HMRC). This enables
staff to access MTD through the
ASA and act for their clients.

A deferral of mandation has been
introduced affecting approximately
3.5 percent of businesses. These fall
under the following categories:

* Trusts

* ‘Not for profit’ organisations that
are not set up as a company

* VAT divisions

* VAT groups

* Public sector entities required to
provide additional information on

their VAT return (such as
Government departments and
NHS Trusts)

Local authorities

Public corporations

Traders based overseas

Entities required to make
payments on account

* Annual accounting scheme users

Due to the complexity of their
requirements, HMRC has deferred
mandation for these entities by six
months to | October 2019. This is
to provide HMRC with the time to
fully test the service.

October 2019

This is when the deferral period
ends, all businesses required to
register for VAT have to comply
with MTD from this date.

April 2020

From this date businesses will need
to have put in place a full digital
journey from the digital VAT record
through to the APl submitted VAT
return by implementing digital links
between every component of the
VAT reporting process. Penalties
will be applied for non-compliance.

What is an API?

An Application Programming Interface (API) is a
mechanism whereby a software program enables

exchange of data with other software programs

(by agreeing a common language for them to

source data to the filed VAT return

talk to each other in).

3 ‘Making Tax Digital for VAT pilot open for business’, October 2018, HMRC, https://www.gov.uk/government/news/making-tax-digital-for-vat-pilot-open-for-business
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What does the soft landing for MTDfV mean?

The soft landing period was introduced to give businesses an additional 12 months from | April 2019 to 31
March 2020 to get their infrastructure and systems in place to support the digital link requirement
between the system used to store the VAT records and the return preparation software. Furthermore,
HMRC have indicated that there are no plans to come down hard on businesses who are trying to comply
but are experiencing difficulties. How this leniency will translate is yet to be seen in official guidance.

Once MTD is up and running there will be penalties for non-compliance with HMRC utilising a two-
tier penalty model as outlined in the draft Finance Bill 2018-19. As ever, deliberate non-compliance will

be penalised.

Technical Requirements

The solution required by a business
to comply with MTDfV will depend
upon their current process and
systems. If they have
accounting/ERP software that
supports VAT return preparation
and supports/will support AP
submission, they will need to keep
abreast of timelines for delivery
and implementation, perhaps
purchasing a digital bridge as a fall-
back plan.

However; if the business uses a
separate return preparation
spreadsheet or system and submits
the return via the HMRC portal,
they will require new submission
software at the minimum.

In our discussions with businesses
we have established that the
majority use spreadsheets for a

What is a Digital Link?

A digital link is an electronic or digital transfer or
exchange of data between software programs, products
or applications. These provide a clear digital audit trail
of the data journey between software package(s) used
to constitute the functional compatible software as
prescribed in the VAT 700/22 Notice, 3.2.1:

“Once data has been entered into software used to keep
and maintain digital records, any further transfer, recapture
or modification of that data must be done using digital links.”

part of their VAT process,

with some businesses using
spreadsheets for storing their VAT
records. These businesses have
three choices:

* Do the minimum to be
compliant for 2019 by purchasing
a bridging solution and reviewing
requirements for 2020

* Transform their processes and
systems by purchasing an
accounting/ERP system that
supports end to end VAT
compliance

* Evolve by finding a solution for
2019 that can upgrade to offer
support for future compliance

The VAT Notice 700/22" outlines
examples of different business
processes and where digital links
are mandated for 2019 and where
there is a soft landing until 2020.
These can aid you in identifying

where you need to adapt your
current processes and systems.

Digital records

The digital record keeping
requirements are outlined in VAT
Notice 700/22. It is worth noting
that these are in addition to the
standard VAT record keeping
requirements that exist today.
Digital record keeping is not just
about the technology in that the
records must be kept digitally; the
record keeping requirements are
more onerous than at present.
However, certain relaxations apply
e.g. you can record totals at the
VAT rate, you do not need to
record each line item on the
invoice and if the allowable input
tax credit recoverable is not known
you may record all/none/estimate
and adjust later

Examples of a digital link

The transfer or exchange of data
electronically between software programs,
products or applications (without manual
intervention such as copying)

Linked cells within or between spreadsheets
Emailing or providing by e.g. a memory stick,

a spreadsheet containing digital records to

an adviser
XML/CSV import and export, automated
data transfer and API transfer

* AT Notice 700/22 Section 7', GOV.UK, July 2018, https://www.gov.uk/government/publications/vat-notice-70022-making-tax-digital-for-vat/vat-notice-70022-making-tax-digital-for-vat#examples-of-where-

a-digital-link-is-required
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M TDM will affect over 1. I million
VAT registered businesses in the UK.”

Jane Malkin, Head of fax Development and Professional Engagement, Tax Systems

“VAT automation is
potentially simpler
than corporation tax
automation but it's
more urgent and
there's a lot of
confusion over what
is required.”

Future MTD
requirements

MTDAV is only the beginning and
effectively paves the way for the
digitalisation of all the other taxes.
VAT is often seen as the simpler
process, making it a good regime to
use for a dry run. In comparison,
corporation tax is seen to be more
complex, with data gathering
challenges and the need to file a
single return twelve months after
the end of the accounting period

it covers.

Hence the decision to delay MTD
for corporation tax until the
MTDfV system has been shown to
work, and no earlier than 2020.

By putting in place automation
processes under MTDfV, the
business can therefore prepare for
the digitalisation of other taxes and
eliminate the need for further
change and expense.

“Many clients are
using MTD as an
opportunity to
review their overall
VAT compliance,
systems efficiency
and processes.”

Andy Mills, Commercial Director, Tax Systems

Yet those businesses and firms
turning to the marketplace for
assistance are finding the path to
MTD compliance is far from clear.

What Digital
Records must be
stored in your
electronic
account?

A variety of different
records must be stored
digitally, eliminating the
potential for error.

These include:

Business name

Principal place of business
address

VAT registration number
Any VAT accounting
schemes used

Regarding supplies made:
— Time of supply

— Value of the supply (net)
— Rate of VAT charged
Regarding supplies
received:

— Time of supply

— Value of the supply

— Amount of input tax
that will be claimed

Reverse charge

transactions

Summary data (your VAT

account)

©2018 Tax Systems



Confusion in the
marketplace

As a software supplier supporting
MTD for VAT, we have tested and
demonstrated our solution to
HMRC and over 200 businesses.
During discussions it quickly
became apparent that the state of
MTD readiness varies considerably,
with some businesses having
already selected their new MTD
solution or being in the process of
upgrading their existing software.
However, many more are ill
prepared and are only just
beginning to address the challenges
the overhaul of the tax system will
bring.When it came to seeking a
MTD compliant solution, they
reported:

* Vendors who were unable to
provide timelines on when their
accountancy system solutions

would be upgraded to become
MTD compliant and able to
accommodate digital links
* Software suppliers working on
MTDAV software solutions whose
software development cycles had
slipped due to HMRC delays in
the MTDfV process
A lack of long-term clarity on
how bridging solutions would
facilitate compliance when digital
links to source records are
enforced, following the end of the
soft landing period.
* No vision into how to support
future MTD regimes

Strategically, these businesses were
forced to take a short term view
that would satisfy the initial
compliance obligations required by
April 2019.

Only a select few found they were
able to plan for the adjustment of
their IT systems and operating

models to meet the full digital link

requirements slated for April 2020
and the full digitalisation of the VAT
process. Businesses turning to firms
for advice also experienced a wide
range of experiences from:

* Advisors who were well
prepared with long term end-to-
end strategies in place through in-
house service offerings

Advisors who were partnering
with technology providers to
keep costs down and offer value
add consultancy services. These
firms are able to help identify the
best solutions for their clients and
assist with transformation
projects where needed

Advisors who were unable to
provide a clear framework on
what needs to be done ahead of
the 2019 deadline and/or are
quoting high fees running in to
the thousands for MTD
consultancy.

To address this vacuum of information, HMRC published ‘VAT Notice 700/22: Making Tax Digital for VAT in
July 2018 to outline who will be affected, the calculations involved, and the elements that need to be used in
digital record keeping. This made clear that businesses will need to keep digital records beyond the scope
of the VAT sum. For instance, with regards to supplies received, it’s not sufficient to simply record the
transaction, you must record the time of supply (tax point), value of supply, and the amount of input tax

that you will claim.

In its description of digital record keeping, HMRC also outlines its definition of the term ‘digital link’. HMRC
states:“Data transfer or exchange within and between software programs, applications or products that
make up functional compatible software must be digital where the information continues to form part of

the digital records” and there is also the concept of a “mandatory digital link” for part of the process which
has a more stringent definition.

The ‘digital link’ term is causing some confusion in the market, with different interpretations, some of which
could well be challenged by HMRC once the soft landing period ends and mandatory digital links are
enforced in April 2020. At Tax Systems, we are designing our products to enable customers to adhere to
the strict interpretation of “digitally linked”, whereby the automated data transfer and exchange is digital at
every stage.

X
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This is just one example of a grey
area causing concern in the
marketplace. A detailed analysis of
the likely challenges under MTDfV
is covered in a living document
produced by the Chartered
Institute of Taxation (CIOT) Tax
Technical Team®, the leading body in
the UK for taxation professionals,
which goes into substantial detail
about the implications. It reflects
the concerns being voiced in the
market. Some of the questions we
have heard raised are how will
MTDfV allow amendments prior to
submissions and payments once
manual processing is abolished, and
how will it support data capture
data from existing systems,
particularly when there are
multiple entities to report on?

There are also concerns
surrounding the transformation
project itself. Will the move to
MTD require complex integration
projects to plumb in existing
financial systems to the “functional
compatible software”? Will the tax
team require retraining and/or
technical skillsets to manage the
new MTD solutions? And what will
be the lifecycle costs over the next
five years, particularly given that
MTDAfV is now not going to
generate cost savings but will
instead cost businesses money.

Automation as an
enabler

In spite of these initial issues,
MTDfV does promise to improve
accuracy and make the tax process
easier. According to the HMRC
Annual Report, “the key behaviour
driving the tax gap is a ‘failure to
take reasonable care'".This,
together with ‘avoidable mistakes’
cost the Exchequer £9.2 billion in
2016-17. By automating the process
through MTDfV, HMRC states it will
become "easier for customers to
get their tax right” which in turn will
mean ‘“the cost, uncertainty and
worry that customers face when

we need to intervene to put things
right are avoided.

MTDAV will effectively see the end
of manual processing which will
bring the following benefits:

* Improves accuracy — the use of
digital linking between financial
systems will eliminate errors and
streamline the tax computation
process

¢ Efficiency gains — tax

professionals will no longer find

their time monopolised by data
collection and querying. Instead,
they will have access to a pool of
real-time data, enabling them to
monitor tax obligations, carry out
complex tax claims and
undertake strategic tasks

Potential eradication of the paper

trail — if your system is capable of

scanning and storing an
electronic image of the invoice,
the business does not need to
keep the original invoice unless it
is required for another purpose.
(Note: keeping a digital record of
invoices is not a MTD
requirement, maintaining original
paper invoice is a valid record).

To gain from these benefits, the
business needs to adopt a form of
automation that supports a phased
migration that enables the business
to adapt one step at a time.

This will minimise the impact on
existing systems and processes,
providing time for vendors to play
catch-up, and will keep
administrative costs down which,
following the HMRC report, is now
a real concern for many businesses.

How does MTD affect Amendments?

The process for making amendments to prior returns is unchanged
under MTDAV. If the amount is less than the limit, adjust in the next

return, otherwise, file a VAT652.

$ito. get their tax right” which in

turn wilFmean “the cost, uncertainty and

worry that customers face when we

need to intervene to put things right

are avoided.” \mrc

> ‘Making Tax Digital for VAT — Main issues for consideration’, CIOT, 10 August 2018, https://www.tax.org.uk/policy-technical/technical-news/making-tax-digital-vat-main-issues-consideration
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The Path to Compliance

HMRC has devised a two-step
phased migration to MTDfV to
provide businesses with the time
to adapt their systems and
processes but this has created a
divided approach. Some are taking
a short term view of meeting the
obligations for April 2019 but this
fails to realise operational and cost
benefits. With investment cycles
typically lasting three to five years,
it makes sense to plan a step-by-
step transition that mirrors the
HMRC timetable.

By far the best approach is to use
the HMRC roadmap to control the
costs and limit the disruption of
deployment. This means choosing
technology that is capable of
providing both initial and long-term
support for the digitalisation of tax.

Such an approach entails the use of
a bridging solution in the first
instance to meet the compliance
requirements of April 2019 before
incorporating digital linking software
and then a solution capable of
advanced automated data
collection and computation to
satisfy all future MTD requirements.

We advocate a four step path to
compliance to meet existing and
future demands:

e Step |: A digital ‘bridge’ between
the current method of VAT
calculation and HMRC

¢ Step 2: Automatic digital links to
relevant data from General
Ledgers across multiple types of
accounting systems and the
creation of a central compliance
data pool for future MTD
requirements

* Step 3: Advanced guidance for
complex VAT calculations
removing the need for
spreadsheets and reducing errors

e Step 4: An MTD-compliant
pathway to Corporation Tax and
beyond

AtTax Systems we have been
working closely with HMRC for
more than 25 years on tax
compliance.VWe have business
customers who have volunteered
to participate in the pilot and who
will be joining HMRC's MTDfV pilot
scheme as soon as the HMRC
onboarding restrictions, with
regards to the business types and
business circumstances that can be
accommodated in the pilot, have
been lifted. We have developed
AlphaVAT specifically to meet the
challenges of MTDfV and have
demonstrated a working model to
HMRC and Tax Systems is now
listed as an approved supplier.

©2018 Tax Systems 7



AlphaVAT — Futureproof

MTD compliance

AlphaVAT is our cloud-based family

of products that mirrors the
HMRC roadmap, providing
businesses and firms with a step-
by-step transition to MTD.

The AlphaVAT family comprises
AlphaBridge, a light touch AP
submission module, Alphal.ink, our
digital data extraction module, and
AlphaVAT, an end-to-end indirect
tax compliance solution. Together,
these provide a simple path to
compliance, helping businesses to
gradually transition to meet
evolving compliance demands.

Each of the three products is
designed to satisfy the requirements
timetabled by HMRC, from bridging
between the business and HMRC,
through to digital data collection
and beyond, to the automated
pooling of data to meet future tax
changes.

Rollout of the AlphaVAT solution
can be carried out as follows to
ensure future compliance:

* Step |: AlphaBridge as the ‘digital
bridge’ between existing VAT
calculations and your return
submission to HMRC.

* Step 2: Alphalink to automate
digital links to relevant data,
creating a data pool.

Step 3: AlphaVAT which
removes the need for
spreadsheets and can automate
highly complex VAT calculations
and returns.

Step 4: AlphaTax: utilises the data
pool created by Alphalink to carry
out the necessary calculations to
meet the requirements of future
digital taxes.

Let's explore each in turn to see
the functionality they offer and how
they meet compliance demands.

AlphaBridge

AlphaBridge is a simple and easily
integrated MTD solution, enabling
businesses to digitally submit their
VAT return to HMRC via AP,
AlphaBridge is composed of two
parts: a cloud portal and an Excel
template. Data is held by Microsoft
Azure in the UK with a standby
datacentre also in the UK All data is

encrypted both in transit and at rest.

KEY: (@ YOUR EXISTING SOFTWARE

Our cloud MTD Compliance Portal

features:

* Entity management screen to set
up and manage your VAT entities

° User management screen for
controlling users and setting
permissions

* Excel integration template to
enable the upload of digital
records and/or VAT return details

* Process management to keep
track of obligations and payments

* Submission of MTD data to
HMRC via API

@ MTDfBVAT SOLUTIONS FROM TAX SYSTEMS

Retrieval of MTD records from
HMRC via API

The Excel template features:

Compatibility with Alphalink,
import sales and purchase ledger
data directly into the template
from the accounting system
Simple interface for easy
integration with current
spreadsheets calculations
Digital links posting data to the
portal using APls written by Tax
Systems, ready for review and
submission

@ HMRC BUSINESS TAX ACCOUNT

Digital VAT

HMRC
records

Business
Tax
Account

VAT
calculation
spreadsheet

IMVANIDZNEOL\ §
DIGITAL LINK

accounting AlphaBridge
system or

spreadsheet
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AlphaLink

AlphaLink uses market leading
OSMO™ technology to extract
sales and purchase data from
accounting systems. It provides the
digital link between the VAT records
held in the accounting system and
the other software systems used to
constitute the functional compatible
software, as required by HMRC

KEY: (@ YOUR EXISTING SOFTWARE

from April 2020. Alphalink's data
extraction capabilities also position
it to meet the requirements of
MTD for corporation tax, currently
expected to be introduced no
earlier than April 2020.

Additional features:

* Compatibility with AlphaBridge,
to provide an end-to-end digital
link that satisfies all the

@ MTDfB VAT SOLUTIONS FROM TAX SYSTEMS

@ HMRC BUSINESS TAX ACCOUNT

Digital VAT

requirements under the digital
journey stipulated under MTDfV

¢ Data pool created by Alphalink
can be used not only to drive
VAT calculations but also
corporation tax calculations.
AlphaLink can therefore assist
with future compliance demands
by establishing a digital link to
meet similar requirements

HMRC

\Z\)

calculation

records

Business
e.g.

Tax

MANDATORY
DIGITAL LINK

AlphaBridge

accounting spreadsheet

system

Account

AlphaVAT

AlphaVAT removes the need for
spread-sheet calculations and
functions as a robust compliance
engine capable of handling the
simplest to the most complex VAT
calculations. It provides complete
control over the calculation,
preparation and management of VAT

returns. AlphaVAT can be tailored to
meet business need through the
provision of additional modules (eg
calculation templates, such as partial
exemption) or need by sector.

AlphaVAT is a fully compliant MTD
solution that includes the API
submission functionality and benefits
provided by AlphaBridge whilst

KEY: @ YOUR EXISTING SOFTWARE
@ MTDfBVAT SOLUTIONS FROM TAX SYSTEMS
@ HMRC BUSINESS TAX ACCOUNT

Digital VAT
records

CufZs
accounting
system

DIGITAL LINK
VIA ALPHALINK

AlphaVAT

offering an even more robust end-
to-end VAT return process solution.
It is designed to work seamlessly
with Alphalink so that data can flow
continuously from accounting
systems into the VAT calculation and
on to HMRC.

HMRC
Business
Tax
Account
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AlphaVAT Family Capabilities

How the modules and the AlphaVAT solution work together can be
seen in the table below which outlines their complementary feature sets.

AlphaBridge | Alphalink | AlphaVAT

MTD offering

VAT calculation and submission software No No Yes
Bridging software Yes No No
Integrates with ther systgms (*Yes when used in conjunction with ETL software such as AlphaLink Yes® Yes Yes®
to perform data extraction and loading)

Cloud solution (*An Excel template is used as the interface for uploading the VAT return totals to the cloud Yes* Yes Yes
submission tool)

Submit VAT returns to the API Yes N/A Yes
View summary AP| data (i.e obligations; previous payments; previous returns (MTD Yes N/A Yes

returns only); retrieve VAT liabilities)

Supported calculation features

Automatic production of box level VAT returns for UK single and group submission No N/A Yes

Data consolidation from ERP systems (VAT, Intrastat declaration, ESL and EPL) No Yes Yes

Support for VAT grouping and divisional consolidation No N/A Yes

Management of exchange rates No N/A Yes

Process control and audit (access, review and sign off, audit of manual adjustments) No N/A Yes

Prepare Intrastat, ESL and EPL returns and submission files No N/A Yes

Reverse charge No N/A Yes

VIES check No N/A TBA
Partial exemption (ie group management; standard method; special method;

reconciliation) No N/A Tes

Bespoke partial exemption No N/A Later
VAT MOSS scheme (*BREXIT outcome impacts) No N/A Yes*
TOMS (*BREXIT outcome impacts) No N/A Yes®
Capital goods scheme No N/A Yes

Flat rate scheme No N/A Yes

Annual accounting scheme No N/A Yes

Retail schemes (ie Point of Sale; apportionment; direct calculation; bespoke) No N/A TBA
VAT margin schemes No N/A Yes

Data analysis and error checking (*imited) Yes* N/A Yes

Other process and control features

Submit and view VAT returns Yes N/A Yes
Status summary to show API data by entity (obligation status, liabilities and payments) Yes N/A Yes
VRN entity management Yes N/A Yes
Entity dashboard (#limited) Yes* N/A Yes
User management (*limited) Yes* N/A Yes
Client management (for agents/firms) Yes N/A Yes
Entity/CIient grouping (*to be delivered in later version) Yes* N/A Yes
Security

Option of two-factor authentication to ensure user identity Yes N/A Yes
Data encryption (SSL) Yes Yes Yes
Multi-site data resilience (Microsoft Azure UK data centres) Yes Yes Yes
Advanced user management (*Yes but limited) Yes* No Yes

X
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MTD Pathway to Corporation Tax

KEY: @ YOUR EXISTING SOFTWARE
@ MTDfB VAT SOLUTIONS FROM TAX SYSTEMS
@ HMRC BUSINESS TAX ACCOUNT

Digital CT
records e.g

accounting
system

AlphaTax, the UK and Ireland's No.
| enterprise corporate tax
compliance engine, provides the
next step on your path to MTD
Compliance. AlphaTax provides a
pathway to MTD for Corporation
Tax and is already capable of

Conclusion

DIGITAL LINK
VIA ALPHALINK

AlphaTax

establishing a digital link through
utilisation of the datapool created
by AlphaLink to carry out the
necessary calculations to meet the
requirements of future digital taxes.
With automated data collection
tools, robust tax logic, inbuilt cross

HMRC
Business
Tax
Account

references, comprehensive audit
trail and legislatively up-to-date
help, AlphaTax calculates and e-files
fully iXBRL compliant tax returns
and computations.

MTDfV has the potential to be both costly and disruptive, requiring investment in new
software solutions and processes, technical training and further spend through
integration with (or the swap out of) financial systems. It’s therefore imperative that the
business seeks to curtail these costs through effective forward planning.

A gradual migration to MTDfV
provides the business with the
ability to transition at its

own pace, ensuring minimal
disruption and change to existing
systems and processes. It provides
the breathing space to allow
financial systems in situ to get up to
speed, so that vendors can upgrade
accounting software, preventing the
need for further spend. Plus it
creates a clear linear path towards
meeting future compliance
obligations so that the business can
scale to accommodate MTD for
corporation tax and income tax.
Yet, while MTDfV may not provide
the cost benefits previously
envisaged, it will undoubtedly

provide efficiency gains.

The automation of manual
processes will see processes
streamlined, making the business
more efficient, allow tax resource
to be applied to more complex
tasks to provide strategic gains, and
provide a pool of compliance data
that will be readily available to use
for other computations.

MTD as a process presents an
opportunity to transform the
entire tax process and eliminate
the prospect of errors and
miscalculations. The business will
be able to monitor its obligations
to immediately access the requisite
data in real-time to ensure

compliance. This will render the
risks and costs associated with
misreporting, such as reputational
damage and punitive fines, a thing of
the past.

In order to get to this point, the
business must have a clear
roadmap. One that looks not just
at imminent compliance
requirements but which makes
provision for future demands
expected under MTD for
corporation and income tax.

AlphaVAT provides that
reassurance, giving you a solution
that is truly MTD-compliant now
and into the future.
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About Tax Systems

Tax Systems is a leading specialist in tax compliance and regulatory reporting technology and
services, providing solutions that automate compliance, reduce operational risk and increases
audit control.

We enable accounting firms and corporates to manage much of their end-to-end tax compliance
processes and reduce operational risk associated with tax reporting obligations while building robust
audit processes. We design innovative products and solutions for organisations that want to use
technology to increase the accuracy, auditability, control and efficiency of processes such as the
corporation tax process. We also save time around the performance of manual compliance
processes, freeing up skilled staff to undertake more complex, value added tasks.

For more information on our AlphaVAT family or to book a presentation, please contact a member
of our new business team.

Tel: 01784 777 700 or enquiries@taxsystems.com

www.taxsystems.com
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