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Basis Period Reform: Should I Change Accounting Date?

The question of whether to change accounting date is all the more important due to Basis Period Reform. There are advantages 
and disadvantages of changing, and how the change is implemented can impact a trader’s tax position. Unincorporated 
businesses may have their own reasons for changing accounting date, but below is a decision tree incorporating the key things to 
consider when deciding why, when, and how an unincorporated business should change its accounting date.

No, there is no need to change 

Will apportioning profits be diicult in practice?

For instance:
If a trader has a 28 February accounting date, the 2023/24 tax If a trader has a 28 February accounting date, the 2023/24 tax 
return will require profits for the year to 29 February 24, plus 1 
month of profits apportioned from the accounts for the year to 28 
February 2025. The deadline for the 2023/24 return is 31 
January 2025 but the 28 February accounts won’t be ready by 
the deadline because the accounting period hasn’t ended yet!

The workaround is to include an estimate of profits for March The workaround is to include an estimate of profits for March 
2024 in the 2023/24 tax return. Once the28 February 2025 
accounts are ready, an amended 2023/24 return should be filed 
using the correctapportioned figure

Consider changing accounting date in either 2022/23 or 
2023/24.

Will there be a high ‘transitional’ profits figure?

See the ‘2023/24 Transitional Year’ info-graphic for details of how 
to determine the transitional profits

Restrictions on changing accounting date that apply in tax years 
other than 2023/24:

Appropriate notice of the change must be given to HMRC.
The accounting period to the new accounting date must not be 
more than 18 months long. Either:

• The accounting date cannot have been changed in the last 5 tax 
years. or

• If it has been changed in the last 5 tax years, the accounting • If it has been changed in the last 5 tax years, the accounting 
date is being changed for valid commercial
reasons, not for tax savings.

Do the restrictions for changing accounting date (see below) 
apply ?

It may be preferable to change accounting date in 2022/23. See 
if the restrictions (below) apply.

Are there any financial benefits of changing accounting date in 
2022/23?

A trader’s profits or losses, both actual and forecast, may impact 
on the decision of when to change accounting date.

Are there financial benefits from changing?

Post 5 April 2024 transactions may impact the decision to 
change accounting date. For instance:

If a trader incurs significant capital expenditure after 5 April 24 If a trader incurs significant capital expenditure after 5 April 24 
and does not change accounting date, some of those capital 
allowances would be apportioned into the 23/24 tax year, 
reducing profits.

Conversely, if a trader sees a significant increase in profits after Conversely, if a trader sees a significant increase in profits after 
5 April 24 and does not change accounting date, some of those 
profits would be apportioned into the 23/24 tax year, 
increasing the taxable amount.

It is also worth looking at the additional accounting fees that It is also worth looking at the additional accounting fees that 
may be incurred; if accountants need to make estimates and 
subsequently submit an amended return, this is likely to 
increase fees.

It may be better to change accounting date in 2023/24, in 
which case:

• Spreading Relief will be available in 2023/24 for the 
transitional profits (but not in 2022/23).

• The restrictions on changing accounting date do not apply.

• Consider whether the trader will prepare accounts for a long 
accounting period or 2 shorter ones (see
below)below)

If changing accounting date in 2023/24:

Changing accounting date can either result in a long 
accounting period (over 12 months), or 2 shorter
accounting periods (12 months plus the remainder).

The restriction on the length of accounting periods does not The restriction on the length of accounting periods does not 
apply when the accounting date is changed in 2023/24. This 
means that an accounting period that ends on 31 March/5 
April 2024 can be over 18 months long. The question is whether 
to split the long accounting period into 2 shorter ones (12 
months plus the remainder), or apportion the results of a longer 
accounting period.

In some cases, where profits are incurred unevenly, splitting an In some cases, where profits are incurred unevenly, splitting an 
accounting period (or not) could aect the amount of 
transitional profits, which are subject to spreading relief.

Is the current accounting date 31 March/5 April? 
accounting date.


