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Institution   CIOT - CTA
Course   Adv Tech Owner-Managed Business

Event   NA

Exam Mode   OPEN LAPTOP + NETWORK

Exam ID   

Count(s)       Word(s)    Char(s)    Char(s) (WS)

 Section 1       627         3050        3561       
 Section 2       751         3633        4261       
 Section 3       483         2120        2550       
 Section 4       287         1310        1537       
 Section 5       1028        4577        5570       
 Section 6       540         2575        3072       
 Total           3716        17265       20551      
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-------------------------------------------
--------------ANSWER-3-BELOW---------------
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Answer-to-Question-_3_

Part 1

Errors in 2022/23

1) Kay should have disallowed private use from her fuel expense at 25% being £1,687. 

2) the expenditure of fuel for Ruth is fully allowable as she is an employee. Kay should 
have however declared the car as a benefit for Ruth with both the car and the fuel benefit 
being subject to class 1A NIC. 

This should have been submitted on P11d by 6 July 2024.

The car benefit is:

List price £22,500 x 21% (note) = £4,725 x 3/12 = £1,181

Fuel benefit

£27,800 x 21% (note) x 3/12 = £1,460 

Note: Percentage is calc from CO2 emissions as (80-75)/5 +20

Total benefit value = 1,460 + 1,181 = £2,641

Class 1A not paid/returned of £364 (2,641 x 13.58)

3) the meals and overnight stays are allowable provided they are for the pupose of the 
trade. However, Kays meals are not allowable as the sole trader. £1,500 should have been 
disallowed. 

4) capital allowances 
Kay should have had her car in a special rate pool with a private use restriction as it has 
high CO2 emisssions and private use. 

Ruths car should have also only had WDA of 8% as it also has high emissions. 
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--------------ANSWER-5-BELOW---------------
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Answer-to-Question-_5_

Part 1

A close company is one that is controlled by 5 or fewer participators, or is controlled by 
its directores. As defined in s.439 of CTA 2010. 

Controlled by 5 or fewer participators:

A participator is someone who has a share or interest in the capital of a company. This 
also includes a participators associated who are the participators relatives. 

Relatives includes, borthers, sisters, spouses, parents and children. 

Max is the largest shareholder, his associates will include Paul his son, but not his partner 
Jenny as they are not married. 

Together Max and Paul have 1,400 share capital, he 

The next participators in order of sharehold are:

John Wallace has 1,000

Jenny Smith has 1,000

Martha Bubb 750

Fiona Maxwell 750

The above 5 participators, posses between them 4,900, which is not a controlling 
shareholding. 

The company is not a close company on this basis. 

Controlled by its directors:

The directors posess 5,500 out of 10,000 and therefore control the company with 55% of 
the share capital, which is in excess of 50%. 
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As the loan has remained at this level ever since there is no change to the s.455 tax paid 
until the loan is repaid or written off. 

This is a withholding tax and is reclaimable by the company at the usual due date for the 
year in which the loan is repaid or written off.  

If the loan is waived on 28 Feb 2026, the s.455 tax of £14,175 will be reclaimable by the 
company. The company will need to complete form L2P to reclaim the tax, this would be 
refunded by 1 December 2026.

However, if the loan is waiver on 31 March 2026, this is within the period of account 
ending 28 February 2027, therefore the repayment would not be due back to the company 
untul 1 December 2027, a whole year later. 

The waived loan will not be tax deductable by the company in the acocunting period it is 
written off, this is because it is a distribution to Phil.  

Phil will be assessed on the whole value of the loan in the tax year it is written off as a 
dividend distribution , taxed at his marinal rate of tax of 33.75% as he is a higher rate tax 
payer. 

The company will pay secondary class 1 NIC on the loan written off of £5,796, £42,000 x 
13.8%. 

Benefit 

As an employee Phil has also received a benefit in kind, being the provision of a low 
interest loan. 

The benefit is calculated at the amount of interest at the ORI, official rate of interest, 
2.25% less the amount of interest charged being 1%.

This means that 1.25% of the loan balances will be assessable as a benefit in kind on Phil 
for each tax year the loan is outstanding, this is apportioned if the loan is repaid before 
the end of the tax year, which would be the case if it were to be waived on 28 Feb 2026 
instead of 31 March 2026.

For a whole tax year:

Phil will be subject to income tax at 40% on the value of the benefit each tax year, being 
£525 (£42,000 x 1.25%). he will pay income tax at 40% £210. But will not be sbject to 
NIC. Phil would need to report this on his self assessment tax return. 
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The company will be required to pay Class 1A NIC on the value of the benefit which is at 
13.8%, this would be due by 6 July following the end of each tax year. 

Loan benefits cannot be payrolled.  

Fiona 

s.455

Fioan was lent £100,000 on 31 Decmeber 2023, Fiona is a participator as she holds 7.5% 
shares in the company. 

By the year ended 28/02/24 the balance of the loan remained unchanged at £100,000.

By the due date of 1/12/24 Fiona had repaid £40,000 on 15 November, leaving £60,000 
outstanding. 

There are provisions that where repayments are made and further advances of the loan are 
subsequently taken either 30 days before or after the repayment then the repayment is 
first matched to the new advance. This is called B&B rules. 

The company advances a further £30,000 to Fiona within this time frame therefore the 
repayment is only £10,000.

Has this of been repaid from a dividend from the comapny it would have been matched to 
the opening balance of the loan and not been impacted by the further withdrawal. 
However, the repayment was from Fionas own funds. 

The company will therefore pay s.455 on the balance of £90,000, being £30,375 (90,000 
33.75%). This will be payable by 1/12/2024.

The s.455 tax will be repaid when Fioan repays the loans and the company will obtain the 
refund as desribed aboe for phil. 

Benefit

There is no benefit as Fiona has been charged interest at the official rate of interest. 
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-------------------------------------------
--------------ANSWER-6-BELOW---------------
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Answer-to-Question-_6_

Post cessation transactions:

ITTOIA 2005 s 256 deals with the post cessation receipts where an individual has 
permanently ceased trade and income arising from the trade is taxable as relevant 
earnings in the year of receipt. 

Steve ceased in the tax year 2023/24. 

He has since received £10,000 for a debt that had not been subject to tax in any other 
period, as the debt had been written off. s.248 specifically lists the receipt of bad debts 
written off as a post cessation receipt. 

Steve can elect to carry any post cessation receipts back to the year of cessation being 
2023/24 if this is beneficial. 

Post cessation expenses are deductible from post cessation receipts to the point that they 
would have been deducted from trade profits if the person had not ceased to trade. 

The expenses incurred:

Debt collection fees, this would be allowable in a continueing trade, even though the debt 
was written off, and therefore will be a post cessation expense. 

Legal fees - the legal fees are in relation to a claim for faulty workmanship, in a 
continuing trade, this would have been an allowable expense, and therefore will be a post 
cessation expense. 

physiothereapy - this would not have been deductible by Steve as it would have duality of 
purpose and would not have been whollt and exclusively for the trade, as he is the sole 
trader in this case, the expense is not a post cessation expenses. 

However, s.255 does not allow a deduction of post cessation expenses as above, from bad 
debts paid after cessation. 

Therefore the £10,000 remains taxable as a post cessation receipt. No relief is obtained 
from the post cessation expenses. 








