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Question 1.   
For the past seven years Jonathan has run a business selling electrical appliances in the UK 
to retailers.  His statement of profit or loss for the year ended 31st December 2019 is as 
follows. 
  
      £        £ 
Sales  750,000 
Cost of Sales   258,750 
Gross Profit  491,250 
Rent received (Note 1)    14,250 
  505,500 
Wages and salaries 245,300  
Rent and rates (Note 1)   21,500  
Light and Heat (Note 1)     9,350  
Depreciation of fixtures and fittings                         4,500  
Insurance     3,295  
Travelling and entertaining (Note 2)   14,125  
Irrecoverable debts (Note3)     2,125  
Depreciation of vehicles     9,250  
Motorcar expenses (Note 4)     9,000  
Sundry expenses (Note 5)     3,125  
Legal and professional charges (Note 6)      4,500  
Interest on bank overdraft     3,500  
Van expenses    17,150  
Telephone      6,550  
Repairs and renewals (Note 7)     3,250  
  (356,520) 
Net Profit    148,980 

          
Notes: 

1) The rent received is in respect of a flat above Jonathan’s business premises that is 
rented out.  Jonathan estimates that on the costs, a tenth of the rent and rates, and 
a tenth of the light and heat is in respect of this flat. 
 

2) Travelling and entertaining expenses: 
Jonathan’s business travelling expenses  8,450 
Christmas presents for staff      875 
Entertaining UK customers    4,325 
Gifts to customers that carry the business name:  
Wine costing £10.00 each      200 
Calendars costing £1.50 each       275 
 14,125 

 
3) Irrecoverable debts:  

Trading debts written off   2,350 
Increase in allowance against general debtors      500 
Non trading loan written off      300 
A trade debt recovered which had been written off the previous year  (1,025) 
  2,125 
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4) Motor car expenses:  

Jonathan’s motor car expenses   3,950 
Salesman’s motor car expenses   5,050 
  9,000 

 
Jonathan’s total mileage for the year was 20000 miles.  During the year he drove 5,000 miles 
on a family holiday around Europe and estimates that the balance of his mileage is 20% 
private and 80% business. 
 

5) Sundry expenses:  
Donation to national charity        75 
Donation to local political party      150 
Subscription to chamber of commerce      537 
A gift to a member of staff upon marriage        68 
Jonathan’s golf club subscription       375 
Advertising in trade press    1,920 
   3,125 

 
Jonathan often uses his golf club as a place to take customers since several of them are keen 
golfers. 
 
 

6) Legal and professional charges: 
The cost of renewing a 21year lease in respect of the business premises     350 
Accountancy (NB * below) 2,700 
Debt collection     450 
Legal fees to deal with an action by an employee for unfair dismissal  1,000 
 4,500 

 
*Included in Jonathan’s accountancy fee is £1200 for taxation services.  Of this, £900 is for 
the normal taxation work involved in submitting accounts to HMRC.  The balance is in 
respect of calculating Jonathan’s capital gains tax liability following the disposal of some 
shares that he had owned.  
 

7) Repairs and renewals:  
Repairs to the office photocopier       50 
A new printer for the office computer     355 
The installation of new central heating for the office  2,360 
Decorating the office     485 
 3,250 

 
During the year, Jonathan took various electrical goods out of stock for his own and his 
family’s use without paying for them.  These goods cost £700 and would have normally been 
sold at a mark-up of 50%. 
 
Jonathan has a room in his private house that he uses as an office as he often works at 
home.  The allowable amount for the use of the office is £500 and appears to be a fair 
estimate.  Also, Jonathan makes business calls from his private telephone and he estimates 
the business use is two fifths.  The total of his private telephone calls for the year was £750. 



 

Page 4 of 11 May 2019/2020 Trosodd/Turn Over 

 
Calculate Jonathan’s adjusted profit (before capital allowances) for the year ended 
31st December 2019. 

 
You should show all calculations and indicate by the use of zero, any items in the 
statement of profit or loss for which no adjustment is required. 
 
          (28 Marks) 

 
 
 
Question 2. 
Jack is employed by ZXY Ltd, a small family company, in which he holds 20,000 £1 ordinary 
shares; the remaining 75% are held by other senior employees.  Jack is married and his wife 
is not in receipt of any income but does help Jack by providing administrative support for his 
work. 
 
The company accounts show the following information: 
 

Year to 31st December 2018 2019 
 £ £ 
Salary to Jack (paid at the end of each month) 34,000 36,000 
Bonus to Jack (paid in the following February)   6,200   5,500 

 
The following information is provided in respect of 2018/19 
 

1) The senior employees have been able to use the company yacht moored on the 
south coast for two weeks each year since its purchase.  Jack spent his fortnight on 
the boat along with his family. The yacht cost the company £52,000 in 2014 (current 
value £33,000) and running and maintenance expenses amounted to £5,200 during 
the year. 
 

2) Jack belongs to a private medical scheme and the company paid the required 
premium of £870 (including £570 for his family) 
 

3) Jack took meals in the fully subsidised executive canteen; the cost for the year being 
£240.  Another fully subsidised canteen was available for the other staff. 
 

4) When at the company premises Jack has use of a 3,500cc Range Rover car owned by 
the company which emits 268 g/km of CO².  It had a list price of £57,000 when new 
in 2013 and costs £5,600 a year to run.  It is garaged at the company’s head office 
and is also used by all the directors for business purposes. 
 
Jack is also provided with a three-year-old 2 litre Mini (list price £20,500) with CO² 
emissions of 149 g/km. Jack is provided with private fuel.  Both cars run on petrol, 
and the list price includes delivery and number plates. 
 

5) He pays 3% of his basic salary into the company’s occupational pension scheme.  The 
company contributes 5% of his salary. 
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6) Jack is provided with a 2% interest rate loan from his employer of £30,000 which was 

granted three years ago to assist with the purchase of his daughter’s residence.  He 
has no other loans and has paid interest only on a monthly basis. 
 

7) The company also loaned Jack one of its personal computers, with a printer, for use 
at home so that he could improve his IT skills.  The equipment had cost the company 
£2,800 (including £850 for the printer) in June 2017.  The market value of the 
equipment when it was first provided to Jack on the 6th April 2018 was £2,100. 
 

8) From 6th June 2018 he lived in Gloucester in a flat owned by the company which cost 
£70,000 in 2015.  Its market value on 6th June 2018 was £73,000.  The annual value 
for the period from 6th June 2018 to 5th April 2019 can be taken as £1,300.   
 
The company paid the following expenses in connection with the flat during his 
period of residence in 2018/19       

  £ 
  Council tax  850 
  Electricity   450 
  Telephone  180 
  Cleaning   270 
 
 The furniture in the property is estimated to have cost £12,000. 
 

9) Jack received a dividend of 80p per share in May 2018 and interest from an ISA of 
£1000 in August 18. 

 
(a)     Compute Jack’s income tax liability for 2018/19. 

 Assume the official rate of interest for 2018/19 is 3% 
          (30 Marks) 

 
(b)     Discuss what types of tax saving techniques individuals should consider when setting 

up a business. You should state at least 4 points for them to consider. 
         (2 Marks)   
 
Question 3  
Tabletop Ltd started trading on 1st December 2019, and its forecasts are as follows: 
 
Turnover: £ 
One month ended 31 December 2019 28,000 
Quarter ended 31 March 2020 93,000 
Quarter ended 30 June 2020 69,000 
Quarter ended 30 September 2020 84,000 

 
Standard Rate Purchases and expenses: 
One month ended 31 December 2019 

 
18,000 

Quarter ended 31 March 2020 35,000 
Quarter ended 30 June 2020 28,000 
Quarter ended 30 September 2020 32,000 
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(You should assume that the quarterly sales and purchases figures accrue evenly within the 
period and that they all occur in the UK) 
 
Note the following: 

1. The expenses include £1,000 per month for entertaining UK customers. 
2. On 15 April 2020 the company expects to write off irrecoverable debts of 

£2,500 which are not included above. 
3. On 30 June 2020 the company intends to purchase a motor car at a cost of 

£30,000 for the use of a director, and machinery at a cost of £12,000.  Both 
these figures are inclusive of VAT.  The motor car is used for both business 
and private mileage. 
 

Unless stated otherwise, all of the above figures are exclusive of VAT. 
 
 
(a)  Advise Tabletop Ltd when it should register for VAT and when HMRC should be 

notified. Show all workings in reaching your conclusion  (6 marks) 
 
 
(b)  Calculate the expected VAT due for the first quarter after VAT registration applies 
showing your full workings and state the normal payment deadline date. (You should 
assume that the quarter commences on the date of registration and is not partial). 
          (14 marks) 
 
 
 
Question 4  
You are presented with the accounts of Hosent Ltd for the year to 31st December 2019 (see 
below).  Hosent Ltd runs a small printing business and the managing director wishes to 
know the amount of the company’s Adjusted Trading Profit for the year ended 31st 
December 2019. 
 

 £ £ 
Gross profit from trading   65,240 
   
Advertising  845  
Depreciation 4,350  
Light and heat  748  
Rates 1,105  
Repairs and Maintenance 3,974  
Motor car expenses (Note 1) 1,100  
Staff Costs (Note 2) 23,767  
Telephone  704  
Sundries (Note 3) 698  
   
     (37,291) 
Net Profit before tax        27,949 
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Notes: 
1) A director uses the motor car 70% for business purposes and 30% for private 

purposes. 
 

2) Staff costs include an amount of £375 for a staff Christmas lunch  
 

3) Sundries include: 
 £ 
Subscription to Printers’ Association    90 
Gifts to customers:  
       Promotional mugs costing £5.00 each 150 
       Two food hampers at Christmas 140 
  

 
4) The company has a Written Down main general pool for capital allowances brought 

forward of £18,500 and completed the following transactions during the year to 31st 
December 2019 

a. Sold an existing van with proceeds of £2000 
b. Purchased a new van on 1st December 2019 for £15,000 
c. Purchased a new piece of machinery for the company on 1st June 2019 

costing £5000  
 

 
(a)  Calculate Hosent Ltd’s Adjusted Trading Profit for year ended 31 December 2019 
before Capital Allowances.  You should indicate by the use of zero any items in the 
accounts for which no adjustment is required.                                           (7 Marks)                                                    
 
 
 
(b)  Calculate the Capital Allowances for Hosent Ltd and the Corporation Tax payable for 

the year ended 31st December 2019.  Also state the payment due date for any tax due.
          (13 Marks) 

 
 
 
 
 
 
 
 
 
 

END OF EXAMINATION 
 
 
 
Tax rates and Allowances can be found on the following 4 pages 
 
 
 
 



 

Page 8 of 11 May 2019/2020 Trosodd/Turn Over 

 
 

 
 
 
 
 
 
 
 



 

Page 9 of 11 May 2019/2020 Trosodd/Turn Over 

 
 

 
 
 
 



 

Page 10 of 11 May 2019/2020 Trosodd/Turn Over 

 
 
 
 
 
 



 

Page 11 of 11 May 2019/2020 Trosodd/Turn Over 

 


