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Welcome from the editor

The Spring edition of 
Tax Navigator looks at a 
really topical issue; how 
international and geo-political 
uncertainty a�ects matters of 
taxation.

To cover this topic in sufficient 
depth, we have deployed expertise 
from across our HaysMac tax team, 
including experts in corporate tax, 
private client tax, VAT and investor 
tax reporting, to name just a few.

Our articles on remote working 
across borders and on leaving the 
UK permanently address a topic 
that arises in client discussions 
increasingly often and covers the 
tax issues arising for the Corporate 
and for the individual. 

Dougie Todd
Partner, Co-Head of VAT

+44 20 7082 5839

dtodd@haysmac.com

Additionally, we have included a 
follow up article on Making Income 
Tax Digital (MTD), which was the 
focus of our last Tax Navigator 
newsletter and webinar. MTD for 
Landlords and Sole Traders is now 
in place, so we share some final 
thoughts on the new system and 
potential penalties involved. 

I hope you find this Spring edition 
helpful. The international outlook 
is ever-changing, but by having 
trusted tax advisors by your side, 
you gain an advantage to seize 
opportunities and mitigate risks. 
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Late Payment Penalties
The new late payment penalty structure is based on how long the tax remains 

unpaid. It applies to balancing payments and amendments but not to payments 

on account.

Late payment interest continues to apply in addition to penalties.

E[p+ſã¼ĔſÉĂüśĐûÒÎſĚã¼ĚſÞĂĐſĚãÒſśĐĔĚſİÒ¼ĐſĂÞſ[z0ſƗŢŠŢŦƏŢŧƘƃſĚãÒſśĐĔĚſõ¼ĚÒſ

payment penalty only applies if tax remains unpaid 30 days after the due date. 

From 2027/28 onwards, this reduces to 15 days.

Late Payment Penalties – Comparison Table

Days after due 

date

2026/27 Penality 2027/28 Penalty

0-15 days No penalty No penalty

16-30 days 3% of tax outstanding at day 

15 (or no penalty if it is your 

śĐĔĚſ[z0ſİÒ¼ĐƘ

4% of tax outstanding at day 

15 (or no penalty if it is your 

śĐĔĚſ[z0ſİÒ¼ĐƘ

31+ days 3% at day 15 and 3% at day 

30, plus daily penalties at an 

annualised rate of 10% until 

paid (up to 2 years)

4% at day 15 and 4% at day 

30, plus daily penalties at an 

annualised rate of 10% until 

paid (up to 2 years)

A Time to Pay (TTP) arrangement will pause the penalty clock, so taxpayers 

unable to pay should contact HMRC as early as possible. Once an arrangement is 

in place, it is important that the agreed payments are met.

Making an appeal
HMRC will issue taxpayers with a letter if they have:

	 A late payment penalty,

	 A late submission penalty point, or

	 A £200 late submission penalty.

zãÒſčÒü¼õĚİſüĂĚåśÉ¼ĚåĂüſĪåõõſåüÉõĞÎÒſåüÞĂĐû¼ĚåĂüſĂüſãĂĪſĚĂſ¼ččÒ¼õſ¼ß¼åüĔĚſĚãÒſ

penalty and the timeframe in which to do so, typically within 30 days from the 

date of the letter.

Summary
The new MTD penalty regime is designed to promote regular and punctual digital 

submissions. The soft landing period for 2026/27 provides a welcome breathing 

space, but taxpayers should still ensure quarterly updates are submitted on time 

to avoid accumulating points once penalties begin in 2027/28.

If you would like us to review your MTD readiness or discuss how these changes 

may affect you, the Haysmac MTD team are here to help.

Making Tax Digital (MTD) for Income Tax – 
Penalties

HMRC has introduced a new penalty framework for late submission and late payment 
as part of Making Tax Digital (MTD) for Income Tax. These rules will apply to taxpayers 
with income over £50,000 gross mandated into MTD from 6 April 2026, with a phased 
introduction for taxpayers with lower income thresholds.

Current Self Assessment 
Penalties (applying up to and 
including 2025/26)
The existing Self Assessment penalty 

regime continues to apply until the 

2026/27 tax year:

	 ǈšŠŠſśįÒÎſčÒü¼õĚİſåÞſĚãÒſz¼įſ

pÒĚĞĐüſåĔſśõÒÎſ¼ÞĚÒĐſţšſR¼üĞ¼ĐİƂ

	 Daily penalties of £10 (up to 

£900) if still outstanding on 1 

May.

	 5% of the tax due or £300 

(whichever is greater) if still 

outstanding on 1 August.

	 A further 5% of the tax due or 

£300 (whichever is greater) if still 

outstanding on 1 February of the 

following year.

These rules will remain in place for the 

ŢŠŢťƏŢŦſz¼įſpÒĚĞĐüƃſÎĞÒſÈİſţšſR¼üĞ¼Đİſ

2027.

New Penalty Regime for MTD 
for Income Tax (from 2026/27)
The new system applies to:

	 Quarterly updates

	 The Final Declaration (replacing 

the SA Tax Return)

	 Late payment of Income Tax

E[p+ſã¼ĔſÉĂüśĐûÒÎſĚã¼ĚſüĂſõ¼ĚÒſ

submission penalties will apply to 

quarterly updates during the 2026/27 

tax year, giving taxpayers time to adapt 

to the new reporting requirements.

Late Submission Penalties – 
Points Based System
Under MTD, late submissions attract 

penalty points rather than immediate 

śüÒĔƂ

How points are awarded
One penalty point is issued for each 

missed deadline (a quarterly update or 

Final Declaration).

Once a taxpayer reaches 4 points, a 

£200 penalty is charged.

Any further missed deadlines while 

at the 4 point threshold trigger an 

additional £200 penalty each time.

Only one point per deadline is issued, 

even if the taxpayer has multiple 

ÈĞĔåüÒĔĔÒĔſĂĐſśõÒĔſûĂĐÒſĚã¼üſĂüÒſ

update.

Removing penalty points
	 If the taxpayer has fewer than 

4 points, each point expires 

24 months after the missed 

deadline.

	 If the taxpayer has 4 points, all 

points are removed only when 

both of the following conditions 

are met: 

1. All outstanding submissions for the 

čĐÒĩåĂĞĔſŢŤſûĂüĚãĔſ¼ĐÒſśõÒÎƃſ¼üÎ

2. The taxpayer submits all required 

updates on time for 12 months.

Penalty points for MTD for Income Tax 

are kept separate from those for MTD 

for VAT.
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