MODULE: TAXATION AND SOLICITORS ACCOUNTS
MODULE CODE: BMLW6002
STUDENT NAME: FUNMILAYO BUNMI OLANIYAN
STUDENT ID: 2018882
DATE: 9TH May 2023
TASK 1
	Client: Sarah Brown
Matter: Purchase of 2 Overland Close Swansea
	Business Account
	Client Account

	Date 
	Details
	DR
	CR
	Bal
	DR
	CR
	Bal

	11th Sept.
	Account on costs
	£100
	
	£100DR
	
	£100
	£100CR

	2nd Nov.
	SouthWest Building Society -Mortgage advance
	£100,000
	
	£100,000
	
	£100,000
	£110,000CR

	4th Nov.
	Account on costs for SouthWest Building Society 
Plus VAT
	
	£120
£24
	
	
	£120
£24
	

	6th Nov.
	Professional Charges
Plus VAT
	
	£850
£170
	
	£850
£170
	
	











	Cash Account
	Business Account
	Client Account: Sarah Brown

	Date 
	Details
	DR
	CR
	Bal
	DR
	CR
	Bal

	10th Sept.
	Mining Fee
Plus VAT
	
	£60
£12
	£60
£72
	£60
£12

	
	£60
£72

	11th Sept.
	Account on costs
	£100
	
	
	
	£100
	

	16th Sept. 
	Land search
	
	£15
	
	£15
	
	

	2nd Nov.
	SouthWest Building Society
	£100,000
	
	
	
	£100,000
	

	4th Nov.
	Acting for SouthWest Building Society on mortgage advance +VAT
	£120 
£24
	
	
	
	£120
£24
	

	6th Nov
	Account on costs
Plus VAT
	£850
£170
	
	
	
	£850
£170
	

	
	
	
	
	
	
	
	












	
HMRC

	Date 
	Details
	DR
	CR
	Bal

	10th Sept.

	Mining search

	£12


	

	£12DR



	4th Nov.
	Mortgage Advance Charge
	£24
	
	£36DR

	6th Nov.
	Professional Charge
	£170
	
	£206DR










	Mining Search Fee

	Date 
	Details
	DR
	CR
	Bal

	
10th Sept.

	Sarah Brown
Plus VAT
	
	£60
£12
	£60
£72







	Land Search Fee

	Date 
	Details
	DR
	CR
	Bal

	16th Sept.

	Sarah Brown

	
	£15

	£15CR








	
SouthWest Building Society

	Date 
	Details
	DR
	CR
	Bal

	2nd Nov.



	Mortgage Advance to Sarah Brown

	£100,000

	
	£100,000

	4TH Nov
	Account on costs
Plus VAT
	
	£120
£24
	



	Profit Cost Account

	Date 
	Details
	DR
	CR
	Bal

	4th Nov.

	SouthWest Building Society

	
	£120CR

	£120CR


	6th Nov.
	Professional Charges - Sarah Brown
	
	£850CR
	£970CR




TASK 2
BILL FOR SARAH BROWN
Mining Fee -                                                                                £60
Plus VAT -                                                                                   £12
Land search -                                                                               £15
Taxable Disbursement                                                                
Acting for SouthWest Building Society on Mortgage Advance - £120
20% VAT -                                                                                   £24
Professional Charges -                                                                £850
20% VAT-                                                                                    £170
TOTAL  -                                                                                     £1251 
MINUS
Total account on cost paid by client-                                          £100
Total owe firm -                                                                           £1151


TASK 3
	
HMRC

	Date 
	Details
	DR
	CR
	Bal

	5th August
 
	Office furniture (Output Tax)

	£80DR


	

	£80DR




	10th Sept.

	Mining Search (Input Tax)
	
	£12CR
	

	4th Nov.
	Professional Charge for Mortgage Advance (SouthWest Building Society) (Input Tax)
	
	£24CR
	

	10th Nov. 
	Professional Charge for Sarah Brown (Input Tax)
	
	£170CR
	£126CR



TOTAL OF INPUT TAX – OUTPUT TAX
£206 - £80 = £126

TASK 4
Question 1
A bill is sent to a client showing professional charges of £2,000 plus VAT of £400. The client challenges the bill and it is agreed that the professional charges will be reduced by £200 plus VAT as appropriate.
Which of the following statements correctly describes the ledger entries that will be made to reflect the abatement of the bill?
A.	 Profit Costs £200 DR and VAT £40 DR on the business side of the Client account.
B.	 Profit Costs £200 CR and VAT £40 CR on the business side of the Client account.
C.	 Profit Costs £1,800 DR and VAT £360 DR on the business side of the Client account.
D.	 Cash £240DR on the business side of the Client account.
E.	 Cash £240CR on the business side of the Client account.

Question 2
A firm of solicitors acts on behalf of a company that is registered for VAT. Before the firm of solicitors has issued its own invoice for work done, the firm pays a consultant’s fee of £1,000 plus £200 VAT on behalf of the company. The consultant’s invoice is addressed to the firm. Which entry shows how the payment should be recorded on the client account at the time of payment of the invoice for the consultant’s fee?
A.	 DR £1,200 business section
B.	 DR £1,200 client section
C.	 DR £800 business section
D.	 DR £1,000 client section
E.	 DR £1,000 business section

Question 3
A firm sends a client a bill for professional charges of £1,500 plus VAT for work carried out by the firm in setting up a company for the client. The client then sends the firm a cheque for in full payment of the bill and the VAT.
Which of the following represents the pair of double entries the firm would need to make when it issues the bill and then when the client pays the bill?

A. DR the Client account, business section; CR the firm’s Profit Costs and HMRC accounts when the bill is issued.
CR the Client account, business section and DR the Profit Costs and HMRC accounts when the client pays.
B. CR the Client account, business section; DR the firm’s Profit Costs and HMRC accounts when the bill is issued.
DR the Client account, business section and CR the Profit Costs and HMRC accounts when the client pays.
C. DR the Client account, business section; CR the firm’s Profit Costs and HMRC accounts when the bill is issued.
DR the firm’s Cash account; CR the Client account, business section when the client pays.
D. CR the firm’s Cash account, business section; DR the firm’s profit costs and HMRC accounts when the bill is issued.
DR the firm’s cash account, business section; CR the firm’s Profit Costs and HMRC accounts when the client pays.
E. DR the firm’s Cash account, business section; CR the firm’s Profit Costs and HMRC accounts when the bill is issued.
CR the firm’s Cash account, business section; DR the firm’s Profit Costs and HMRC accounts when the client pays.


Question 4 
A firm of solicitors pays off a bank loan and sends a bill to its client for professional charges 
Which of the following pairs of entries show how the transactions should be recorded?
A. CR entry Cash account, DR entry Bank Loan account
CR entry Profit Costs account, DR entry Client’s account
B. DR entry Cash account, CR entry Bank Loan account.
CR entry Profit Costs account, DR entry Client’s account.
C. CR entry Cash account, DR entry Bank Loan account
CR entry Cash account, DR entry Client’s account.
D. CR entry Cash account, DR entry Bank Loan account.
DR entry Profit Costs account, CR entry Client’s account.
E. DR entry Cash account, CR entry Bank Loan account.
DR entry Profit Costs account, CR entry Client’s account.




Question 5
A firm of solicitors buys new office premises for £1 million.

Which of the following pair of double entries shows how the transaction should be recorded?

A.	CR entry Cash account. DR entry Premises account.
B.	CR entry Cash account. DR entry Capital account
C.	CR entry Premises account. DR entry Cash account
D.	CR entry Cash account. DR entry Expense account.
E.	CR entry Expense account. DR entry Premises account

Question 6
A firm of solicitors issues a bill to a client for its professional charges. The firm correctly records the debt now owed to the firm by making a DR entry in a client account in the name of the client.
Which of the following best explains how the corresponding double entry should be recorded?
A.	A DR entry on the Profit costs account because the firm has earned income.
B.	A DR entry on the Cash account because the firm has gained cash.
C.	A CR entry on the Profit costs account because the firm has earned income.
D.	A CR entry on the Profit costs account because the firm has incurred a liability.
E.	A CR entry on an Expense account because the firm has incurred an expense.


Question 7
A firm sends a bill for professional charges to a client. The firm receives a cheque from the client in payment of the bill. 
Which of the following pair of double entries shows how the receipt of the cheque should be recorded?

A. CR cash account business section.
DR profit costs account business section
B. CR client ledger account business section.
DR cash account business section
C. CR profit costs account business section.
DR client ledger account business section
D. CR client ledger client section.
DR cash account client section.
E. CR profit costs account client section.
DR client ledger account client section.




Question 8
During an accounting period, a firm of solicitors bills its clients for total professional charges of £400,000 plus VAT of £80,000. In the same accounting period, the firm buys a computer for £10,000 plus VAT of £2,000. The firm is registered for VAT purposes. How much is the firm required to pay to HMRC in respect of VAT at the end of the accounting period?

A.	£80,000.
B.	£2,000.
C.	£82,000.
D.	£78,000.
E.	Nothing.


Question 9
A solicitor delivers a bill to a client for professional charges of £1,000 plus VAT. The client complains that the bill is too high. The solicitor agrees to reduce the bill by 10%.
Which of the following best describes how the reduction should be recorded on the client ledger account?

A. CR (Business section) Profit costs – abatement £100.
CR (Business section) VAT – abatement £20.
B. CR (Business section) Profit costs – abatement £120.
DR (Business Section) VAT – abatement £20
C. CR (Business section) Profit costs – abatement £100.
DR (Business section) VAT – abatement £20.
D. CR (Client section) Profit costs – abatement £100.
CR (Client section) VAT – abatement £20.
E. DR (Business section) Profit costs – abatement £100
DR (Business section) VAT – abatement £20.


Question 10
A solicitor delivers a bill to a client for professional charges of £1,000 and VAT of £200. The client sends the solicitor a cheque, made payable to the firm, for £1,200 in payment of the bill, but the accompanying letter instructs the solicitor not to pay in the cheque until the client confirms that there are sufficient funds in their bank account for the cheque to clear.
Should the solicitor pay the cheque into the firm’s client bank account?
A. Yes, because client money cannot be withheld from the client bank account.
B. Yes, because the firm is entitled to be paid for the work it has done.
C. No, because the cheque may be dishonoured.
D. No, because this is not a receipt of client money.
E. No, because the client’s instructions have been given in writing.


Question 11
A solicitor is acting for a client in a business transaction. The solicitor receives £100,000 from the client to be used in the transaction. The solicitor pays the money into the firm’s general client account. Unexpectedly, the transaction is delayed, and the money is held in the general client account for much longer than anticipated. In view of the delay, the solicitor decides to allow £50 in interest.

Which of the following pair of double entries shows how the interest owed to the client should be recorded?

A. CR Interest payable ledger account (Business section)
DR Client ledger account (Business section)
B. DR Client ledger account (Client section)
CR Cash (Client section)
C. DR Interest payable ledger account (Business section)
CR Client ledger account (Client section)
D. DR Client ledger account (Business section)
CR Cash (Business section)
E. DR Interest payable ledger account (Business section)
CR Client ledger account (Business section)



Question 12
A firm received £200,000 on behalf of a client and paid the money into a separate designated deposit bank account. The bank informs the firm that £100 interest has been earned on the money. 
Which of the following best describes how the firm should deal with the interest?

A. Instruct the bank to transfer the interest to the firm’s business bank account.
B. Record the interest on the deposit section of the client’s ledger account.
C. Instruct the bank to transfer the interest to the client’s ledger account.
D. Record the interest on the business section of the client’s ledger account.
E. Record the interest on an interest payable ledger account.







