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MODULE C

During the year ended 31 March 2017, Hebburn Ltd entered into a contract to buy a new machine for £380,000.
The machine was delivered on 1 February 2017 at which point Hebburn Ltd had an unconditional obligation to pay
for it. Payment was made as follows:

Payment type Payment date Amount
£
Trade-in of old machine 1 February 2017 50,000
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

Mr Benton has the following shareholdings:

Mr Benton

1000/:/

\90%

Jesmond Ltd

Heaton Ltd

The companies’ results are as follows:

Jesmond
Ltd
£
Year ended 31 Mar 2017
Trade profit/(loss) (100,000)
Loan relationship credit 5,000

UK property business loss -

Calculate the taxable total profits for each company, assuming all beneficial claims and elections are

1100%

Gosforth Ltd

Heaton
Ltd
£
31 Mar 2017
64,000

(4,600)

made. State the amount(s) of any unrelieved trading losses.

Gosforth
Ltd
£

31 Dec 2016

(36,000)
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MODULE C

Byker Ltd has the following shareholdings:

Byker Ltd

| 80%

A

Walkergate

Ltd

100‘;//

Howden 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.

w%

Bede Ltd

3) Walkergate Ltd 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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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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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 Inc 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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Simonside Ltd’s tax-adjusted trading profit, before capital allowances, 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 5 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 activities from his home in the
UK.

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

You are required to:

1) State how the charge to UK Corporation Tax applies to a non-UK resident company compared to a UK
resident company.

2) Briefly explain whether or not Chillingham SA is UK resident for Corporation Tax purposes.
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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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Hadrian Ltd’s tax-adjusted trading profits for the year ended 31 March 2017 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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below:
£

Sales to Gateshead Ltd 87,000
Sales to other customers 7,400
Total sales

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

Profit per accounts

10. Mr Whitley provides IT services through Bay Ltd. Bay Ltd’s results for the year ended 5 April 2017 are summarised

94,400

(25,335)

£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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11. Tynemouth Ltd is a large UK resident company. Its shares are held by three non-UK resident companies as follows:

Pallion Inc Millfield Inc Palmersville
Inc
45% M 10%
Tynemouth
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 Ltd 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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12. Heworth Ltd pays its Corporation Tax in instalments. It expects to have a Corporation Tax liability of £400,000 for
the 10-month accounting period ended on 31 March 2017.

You are required to:
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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