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MODULE A

in June 2016 Cameron, a VAT registered landscape gardener, remodelled the garden of Adam, a plumber. At that
time, Adam agreed to pay Cameron £6,000 for the gardening work and to do some plumbing work for Cameron for

free. Cameron would usually charge £7,000 for the gardening work.

On completion of the work Adam paid £5,500. He has not yet paid the remaining cash or undertaken the plumbing

work. Payment was due in full by 31 August 2016.

You are required to briefly explain:

1) The amount of VAT due on the original supply of gardening work by Cameron in June 2016; and

2) Cameron's position in relation to bad debt relief.
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MODULE A

2. For many years Hamer Ltd, which makes standard rated supplies, has had three wholly owned subsidiaries:

1) Stephens Ltd )
2) Mahon Ltd — making zero rated supplies
3) Nawaz Ltd — making wholly exempt supplies

All companies are incorporated in the UK with the exception of Stephens Ltd which is incorporated and operates

in india. Hamer Ltd intends to form a VAT group.

You are required to briefly explain:

1) Which companies are eligible to form a VAT group; and
2) The potential advantages of VAT group registration.

You are NOT required to consider the disadvantages of VAT group registration.
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MODULE A

Marshy Ltd incurred the following entertaining costs in the quarter to 31 March 2017:

0

\ VA'i' inclusive amount

£
Meal with a potential UK client when trying to win a new contract. The meal was for six -
client staff and three employees of Marshy Ltd, who were involved in the negotiations 750
Team building activity event for the five directors of Marshy Ltd : ) 900
Annual dinner for staff. The dinner was attended by 100 members of staff (including
the five directors) and 80 of their guests. No charge was made to attendees 7,200

~ Lo~

The company has kept all relevant invoices.

Calculate, with brief explanations, the total input tax recoverable by Marshy Ltd on its entertaining costs

in the VAT return for the quarter to 31 March 2017.
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4. Mariella has purchased the freehold of a 20-year old commercial property. Before it is let to tenants, the property
will be renovated at a cost of £200,000 plus VAT at the standard.rate. Following renovation, Mariella expects to let
the property for an annual rent of £35,000. She expects to let to either a firm of solicitors or a bank.

The previous owners did not opt to tax the property.
Briefly explain how the position differs for Mariella and her tenants if she:
1) does; or

2) does not

opt to tax the property.
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5. For the quarter to 31 August 2016, Braithwaite Ltd submitted its VAT return late and paid its VAT late. All previous
VAT returns had been submitted on time and the VAT paid on time. Recent returns have been dealt with as follows:

Quarter to VAT due/{repayable Date return submitted VAT paid
£

30 November 2016 7.000 12 January 2017

28 February 2017 {1,000) 15 April 2017

Braithwaite Ltd has annual turnover of approximately £500,000.

You are required to:

1)

2)

Calculate, with brief explanations, the default surcharges arising on the two VAT returns to 28 February

2017.

State the date when the surcharge period ends, and the rate applying to the next default in the

surcharge period.
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MODULE A 0

6. On 15March 2017, Raza Ltd sold a freehold office building, which it has always used for its own trade, for £600,000.

The company had purchased the freehold of the building when new in Aug'ust 2011 for £400,000 plus VAT. The
company, which only makes taxable supplies, has a VAT year to 31 March each year. No option to tax has been
made in respect of the building.

You are required to:

1) Calculate the adjustment(s) required to Raza Ltd’s VAT return as a result of the sale-of the office
building.

2) Briefly explain, with supporting calculations, whether this would differ if the taxable use of the building
had been only 95% since 1 April 2016.
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MODULE A

7. Matthew, a VAT registered clothing retailer, issues retailer invoices wherever possible. He recently issued an invoice

to a customer which he believed to be a valid retailer invoice, including only the following information:

1)
2)
3)
4)

o)

The clothing supplied by Matthew was sold for a total of £220 plus VAT of £44 at the standard rate.

An invoice number

nvoice date/date of supply ; P

Matthew:s name, address and VAT registration number

A description i;entifying each 6f the 10 i-tems of adult clothing supplied (including unit price)

The total amount payable by the customer

'

You are required to staté: - ) T

1)
2)

The two réasons that prevent this from being‘ a valid retailer invoice.

The additional information required to make.it a valid standard invoice (i.e. rather than a retailer

invoice).
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8. Wood Ltd is a VAT registered UK business, making wholly taxable supplies. The following transactions took place
during the quarter to 31 March 2017:

1) The company received legal advice from a firm of solicitors based in ltaly, in relation to a contract with a
customer in Rome.

2) Wood Ltd supplied some distance learning courses to a UK resident company, for training of employees in the
New York office of that company. The employees will undertake the distance learning in the New York office.

Briefly explain the VAT treatment in the UK of the legal services provided to Wood Ltd and the distance
learning provided by Wood Ltd.
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MODULE A

Phoebe, a client of your firm, operates a launderette in a village close to her home. She has sent you her records
in order to prepare her VAT return for the quarter to 31 March 2017. She assures you that she has kept all invoices,

but you have not yet been able to find the invoices for the following purchases.

Detail VAT inclusive
amount payable
£
Supply of electricity
— to her home - 210 .
— to the shop 450
Uniform provided for the three members of staff 240

in addition, Phoebe has a collection box in the shop for customers to leave tips and gratuities. These are shared

between the members of staff.

You are required to briefly explain:

1) The rate of VAT on these supplies that have been made to Phoebe, and where possible how much

input tax is recoverable, or any further information that is required.

2) The VAT treatment of the tips and gratuities given to the staff from the collection box.
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MODULE A

10. COliver is an antique dealer operating the second-hand goods scheme. He has recently sold the following two items:

Antique brooch

Sold for £20,000 to a customer who bought it as a present for his wife. Oliver purchased the brooch for £5,000 from

a private collector. He spent £1,500 plus*VAT having the brooch cleaned and repaired.

Painting

Sold to a customer for £6,000. Oliver purchased the painting for £30, 000 from a private collector He originally

thought it was by a famous local artist, but later discovered that it was a copy.

Oliver intends to start selling second- hand clothing and is considering operating a global accounting scheme for

VAT

You are required to state:

1) The output tax and input tax to be included on Oliver's VAT return in respect of each of the items sold.

2) Two differences between the second-hand goods scheme and the global accounting scheme.
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MODULE A

11. On 20 June 2016 Rooble Ltd sold a 10% shareholding in Poogle Ltd to Robindo Ltd for £250,000. Rooble Ltd has

had a 45% holding in Robindo Ltd for many years.

The directors of Rooble Ltd believed that there was no Stamp Duty to pay on the transfer on the basis that the
companies are part of the same group. The instrument of transfer has not yet been stamped. The issue will be

resolved and any relevant Stamp Duty paid within the next month. .
You are required to briefly explain:

1) Why the transfer of the shares is not exempt from Stamp Duty.

2) The maximum penalty that may be payable for having the instrument stamped late, assuming payment

is made in May 2017. Use calculations to support your answer.
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12. On 1 September 2016 Jamarcus Ltd entered into leases over two properties:

1) An office building in London. Jamarcus Ltd originally purchased the property in 1990 and sold the freehold of
the property to Harrald Ltd, an unconnected company on 1 September 2016. Harrald Ltd immediately leased
the property to Jamarcus Ltd for 10 years at a premium of £170,000. '

2) A factory on which Jamatcus Ltd paid a lease premium of £300,000 for a 40-year lease. In addition, it pays
an annual rent of £10,000. The rent will be reviewed in 2024. The cumulative factor for a 40-year lease is
21.35507234.

Briefly explain with the aid of calculations, the Stamp Duty Land Tax payable by Jamarcus Ltd on these
transactions.
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During the year ended 31 March 2017, Hebburn Ltd entered into a contract to buy a new maching for £380,000.
The machine was delivered on 1 February 2017 at which point Hebburn Ltd had an unconditional obligation to pay

MODULE C

for it. Payment was made as follows:

Payment type Payment date Amount
£

Trade-in of old machine 1 February 2017 50,600

Cash 1 February 2017 . 110,000

Cash 30 April 2017 110,000

Cash 31 July 2017 110,000

£380,000

The old machine was bought in 2007 for £280,000.

Hebburn Ltd made no other additions or disposals during the year.

The tax written down value of Hebburn Ltd’s main pool at 1 April 2016 was £76,000.

Calculate the maximum capital allowances that Hebburn Ltd may claim for the year ended 31 March 2017.
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MODULE C 0

2. MrBenton has the following shareholdings:

Mr Benton
10071/ \20%

Jesmond Ltd | " Heaton Ltd

+ 100%
Gosforth Ltd

The companies’ results are as follows:

Jesmond Heaton Gosforth
Ltd Ltd Ltd
£ £ £
Year ended 31 Mar 2017 31 Mar 2017 31 Dec 2016
Trade profit/{ioss) (100,000) 64,000 (36,000}
Loan relationship credit 5,000 - —
UK property business loss - (4,000) -

Calculate the taxable total profits for each company, assuming all beneficial claims and elections are
made. State the amount(s) of any unrelieved trading losses.
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3.

MODULE C

Byker Ltd has the following shareholdings:

Byker Ltd

| 80%

k.

Walkergate
Ltd

100V W%

Howden Ltd Bed'e Ltd

During the year ended 31 March 2017:

1) Byker Ltd sold land and buildings previously used for the purposes of its trade for £400,000, realising a gain

of £320,000.

2) Byker Ltd also sold investments in the share capital of listed companies for £800,000, realising a gain of

£330,000. _
3) Walkergate Lid realised a capital loss of £18,000.
4) Howden Ltd acquired land and buildings for use in its trade, paying £300,000.
All transactions were with unconnected companies.
You are required to:

1) Briefly explain which companies form part of Byker Ltd’s group for capital gains purposes.

2) Calculate Byker Ltd’s chargeable gains, assuming all beneficial claims and elections are made.
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MODULE C

O

Cullercoats Ltd is a small company for the purposes of research & development tax relief. it commenced trading
on 1 April 2016. For the year ended 31 March 2017, it has a trading loss of £35,000 before deducting qualifying

revenue expenditure on a research and development project of £50,000.

Briefly explain, with the aid of calculations, the ways in which Cullercoats Ltd could claim tax relief for the

research and development expenditure.
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MODULE ¢ O

Jarrow Ltd is a trading company. For the year ended 31 March 2017, it has a profit of £680,000. The company's
accounting information shows that:

1) Turnover includes overseas sales income of £54,500 (£45,000 received; withholding tax of £9,500 suffered).

2) Expenditure includes pension contributions of £50,000, including £12,500 that was accrued at 31 March 2017
and was paid in April 2017.

3} Jarrow Ltd owns 90% of the issued share capital of Meadow Well Inc, a non-UK resident company. For the
year ended 31 March 2017, Meadow Well In¢ has chargeable profits of £130,000 which pass through one of
the Controlled Foreign Company (CFC) gateways. It paid tax of £nil in its country of residence in respect of
those profits.

Calculate Jarrow Ltd’s UK Corporation Tax payable for the year ended 31 March 2017,
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MODULE C

0

Simonside Ltd's tax-adjusted trading profit, before capital altowances, for its 18-month accounting period ended
31 March 2017 is £183,000. It made a charitable donation of £12,000 on 1 February 2017.

The tax written down value of the company's main pool at 30 September 2015 was £78,000. Its only acquisition in

the period was of a zero emissions car on § October 2016 for £27,000.

Calculate the company’s taxable total profits for the period ended 31 March 2017.
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Chillingham SA was incorporated on 1 March 2017 in Ruritania. It is a manufacturing company and its main asset is
a factory in Ruritania. The company's Board of Directors meet quarterly in Ruritania to make operational decisions.
The company is 100% owned by a UK resident individual who directs the company’s actlwtles from his home in the

UK.

There is no double tax agreement between the UK and Ruritania.

You are required to:

1)

2)

-

State how the charge to UK Corporatlon Tax applies to-a non-UK resudent company compared toaUK

resident company.

Briefly expiain whether or not Chillingham SA is UK resident for Corporation Tax purposes.
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MODULE C

¢

Percy Main Ltd ceased to trade on 31 March 2017, making a trading loss of £200,000 for the three-month period to
31 March 2017 It also made a trading loss of £12,000 for the year ended 31 December 2016. It had trading profits
but no other income or gains, for all earlier accounting periods.

You are required to:

1) Calculate the company’s terminal loss. -

2)

Briefly explain how the terminal loss will be utilised.
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MODULE C
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Hadrian Ltd’s tax-adjusted trading profits for the year ended 31 March 2Q17 are £110,000. The following receipts

have not been included in this figure:

Date Description £
April 2016 Proceeds from sale of factory used in trade . 330,000 -
April 2016  Proceeds from sale of intellectual property used in trade - 120,000
May 2016 Dividend received from 100% UK-resident subsidiary company 60,000

The company bought the factory and the intellectual property in September 2007 from an unconnected party,
paying £145,000 for the factory and £35,000 for the intellectual property. It incurred legal expenses of £2,500 in

respect of the purchase of the factory.
The tax written down value of the goodwill at 31 March 2016 was £3,500.

Calculate the company’s taxable total profits for the year ended 31 March 2017.
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10. Mr Whitley provides IT services through Bay Ltd. Bay Ltd's results for the year ended 5 April 2017 are summarised

below:
£ £

Sales to Gateshead Ltd 87,000
Sales to other customers 7,400
Total sales 94,400
Salary paid to Mr Whitley plus employer's NICs 15,951
Pension contributions made in respect of Mr Whitley 3,000
Other allowable expenses ' 6,384

{25,335)
Profit per accounts _ ) £69,065

The contract between Bay Ltd and Gateshead Ltd is a relevant engagement for the purposes of the IR35 rules. The

other allowable expenses above do not relate to this engagement.
Calculate Bay Ltd’s trading profit for the year ended 5 April 2017.
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MODULE C
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11. Tynemouth Ltd is a large UK resident company. Its shares are held by three non-UK resident companies as follows:

Pallion Inc Milifield Inc Palmersville
Inc
\ 45% /
45% v 10%
Tyhemouth
. Ltd

During the year ended 31 March 2017, Tynemouth Ltd sold goods to Millfield Inc for £2,100,000. Tynemouth Ltd
would have received £3,500,000 if the goods had been sold at an arms-length price. Tynemouth Lid has entered
into similar transactions with the other shareholders.

Briefly explain the application of the transfer pricing rules to the transaction between Tynemouth Ltd and
Millfield Inc.
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MCDULE C

the 10-month accounting period ended on 31 March 2017.

You are required to:

0

12. Heworth Ltd pays its Corporation Tax in instalments. it expects to have a Corporation Tax liability of £400,000 for

1) Calculate the amount of each instalment payment for Heworth Ltd for the period ended 31 March 2017.

2) State the date by which each instalment is due for payment.
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MODULE E

Freda began trading on 6 April 2016 as a sales agent. Freda has decided to use the cash basis of accounting to

calculate her trading income.

During the year ended 5 April 2017, she had the following income and expenses:

Income £
Sales commissions received during the year 28,500
Expenses

Total cost of goods purchased during the year 23,300
Loan interest paid during the year 850
Staff wages 7,400

At 5 April 2017 goods remaining in stock were valued at £900 and there were unpaid sales commissions owed to

Freda of £1,200.
You are required to:
1) Calculate the loss for the year ended 5 April 2017 using the cash basis of accounting.

2) Briefly explain how the loss for the year ended 5 April 2017 could be relieved.
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MODULE E
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Bob had operated as a sole trader for many years. On 5 October 2016 Bob asked Jack to join the business as a

partner, sharing profits on a 60:40 basis in favour of Bob from that date. -

The trading profits of the business for the year ended 5 April 2017 were £88,000.
Calculate the total National Insurance Contributions payable by each of Bob and Jack for 2016/17.
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Claire began trading on 6 April 2015. Tax adjusted trading profits/{iosses) are as follows:

Profit/{|
, £
Year ended 5 April 2016 7,000
Year ended 5 April 2017 (91,000)
Year ended 5 April 2018 (forecast) 10,000

Until 5 April 2015, Claire received employment income of £60,000 each year.

Prepare a loss memo to show how the £91,000 loss will be relieved assuming Claire claims to use the loss

in the most beneficial manner.
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O

Perry ceased trading on 28 February 2017. Tax adjusted trading profits for recent periods were as follows:

£
Year ended 30 June 2015 44,000
Year ended 30 June 2016 36,000
Eight months ended 28 February 2017 32,000

Perry had overlap profits brought forward of £11,500.

In the final accounts, a provision had been made for a bad debt as Perry believed the debt Would not be paid.
You are required to:

1} Calculate Perry’s trading income for 2016/17.

2) Briefly explain how a subsequent receipt in April 2018 of the bad debt should be treated for Income
Tax purposes.
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O

Jill is a partner in The Baking Studio with Kate and Liz. Kate deals with all of the paperwork for the business and
liaises with the accountant in relation to the financial accounts and partnership tax return. The 2015/16 partnership
tax return was not filed until 20 April 2017.

Jill prepares her own personal tax return and submitted her 2015/16 return electronically on 18 January 2017. As
the partnership information was not available, she submitted the return with her best estimate of her income from
the partnership.

You are required to briefly explain:

1) Jill's potential penalties in relation to the filing of the 2015/16 personal and partnership returns.

2) The action Jill needs to take to complete her filing obligations for 2015/16.

You are not required to consider the implications of any late paid tax.
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Paul retired on 1 January 2017 and transferred his
to operate the business.

O

sole trade business to his daughter Kerry, who has continued

The chargeable assets transferred were a warehouse used in the business and a small storage unit which Paul had
always rented out to a third party.

Details of these assets are as follows:

1 June 2002
1 January 2017
1 January 2017

Kerry and Paul made a joint election for gift relief to apply where possible on the transfer of the business.

Original cost to Paul
Market value
Amount paid by Kerry

Warehouse
E
65,000
140,000
120,000

Storage unit
-

20,000
42,000
30,000

Calculate the chargeable gain on the transfer of the assets on 1 January 2017 and show the base cost of

each asset for Kerry.
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MODULE E

O

Debbie is a sole trader who prepared accounts to 31 July annually but has now changed her accounting date and
prepared accounts for the 14-month period to 30 September 2016,

On 1 November 2015 Debbie sold a delivery van for £8,000. The van was sold for less than its cost and had only
ever been used for business purposes.

On the same day, she purchased a new car costing £21,500, with CO, emissions of 68g/km. From 1 November
2015 to 30 September 2016 Debbie travelied a total of 18,000 miles in the car, of which 4,500 were private in

nature.

The tax written down values at 1 August 2015 were £7,200 on the main pool and £18,800 on the special rate pool.

Calculate the maximum capital allowances for the 14-month period to 30 September 2016.
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MODULE E

Samir prepared accounts for the year ended 31 March 2017 including the following expenses:
1) £8,000 for annual use of a private box at a local sports ground used to entertain clients.

2) £850 on legal fees for the renewal of a 15-year lease on the warehouse used in his business.

3) £3,400 on running costs for a car provided to an employee. The car is used 20% of the time by the employee

personally.

4) £80 as a donation to a local charity not made under the gift aid scheme. The donation was made in return for

a small advertisement in the charity newsletter.

5) £15,000 for replacement ovens in the on-site staff canteen which is open to all staff.

Briefly explain whether each of these expenses are allowable or disallowable for tax purposes.
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MODULE £
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Adele incorporated her sole trade business on 1 August 2016 by transferring assets to a new company, ADL Ltd in

exchange for 100% of the company issued share capital. The chargeable gains on incorporation were:

Office building used in the business 180,200
Goodwill 100,000
Adele had taxable income for 2016/17 of £25,000 and capital losses brought forward at 6 April 2016 of £13,000.
She has made an election fo disclaim incorporation relief.
Calculate the Capital Gains Tax liability on the incorporation of the business.
Cntiins _on 1$0 000
[ 00000
250000
KLess Loss b ffod (1320 005
~ 267000
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MODULE E 0

10. Oliver and Poppy have been in partnership for many years, sharing revenue and capital profits and losses on a
60:40 basis. The partnership purchased a property for use in its trade on 1 April 2004 for £280,000.

Poppy left the partnership on 31 March 2017, with ownership of the business property passing to her. At 31 March
2017 the property was valued at £400,000.
You are required to calculate:
1) The chargeable gain(s) arising on 31 March 2017 as a result of the property being transferred to Poppy.
2) Poppy’s base cost of the property after the transfer. .
605 F0 2,
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;{-74—00 000

Less W nd dy000

C%W 2920007 Bme/ 003 F

-

FOR EXAMINER
USE ONLY

Module E Page 20 of 25

I . Y o - |

REI ™M I IWAARA 1T AhAI """ Ted ™ LESd ™ D113 AIFI “™ ¥ BLE BB

™ LAY CLLE R



FOR EXAMINER
USE ONLY

iy iy IR

BRI ™8 3 2R1 AB

F A Al AN/

Ld ™ RV £ 1Lk 1]

RIL ™ 1101 AA

I al A a¥Yal

Madule E Paae 21 of 25



11.

MODULE E 0

Nick, Tim and Caroline formed a limited liability partnership (LLP) on 1 January 2015. Nick and Tim introduced
£100,000 each into the business to purchase a small office and provide working capital. The LLP agreement states
that Caroline is entitled to a fixed profit share of £70,000 per annum for the four days per week she works in the
business, and any remaining profits are shared equally between Nick and Tim.

Caroline works Monday to Thursday each week and Nick and Tim hold the partners’ meeting on Fridays to discuss
the business plans.

Briefly explain how the LLP profits are subject to Income Tax and National Insurance Contributions.
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MODULE E

0

12. Rick sold a property on 1 March 2017 for £1.2 million with the consideration to be paid in five instalments. Rick
received £200,000 on 1 March 2017 with a further four instalments of £250,000 each, payable annually thereafter.

The total Capital Gains Tax liability in respect of the property amounts to £230,800.

Briefly explain when the Capital Gains Tax liability is payable assuming Rick elects to pay by instalments.
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