Tax Adjusted Trading Profit Example 2

Fred has a business selling IT equipment and has the following Profit & Loss:

Sales					100000	
Cost of Sales				  25000
Gross Profit		 		  75000
Overheads:
Wages and salaries	20000
Rent			  5000
Motor vehicle expenses	  3500
Depreciation		  4000	
Sundries		  3500
			---------
					  36000

Net Profit				  39000

Notes to consider:

1. Wages. Fred’s son is paid by the business a salary of £10,000 per year but does not actually work in the business. Also, his wife is paid £10,000 per year to fulfil the role of book keeper and administrator. This salary is paid at the going rate for the work done.
2. The Rent is for the retail shop plus a flat above. Fred’s son lives in the flat free of charge. The estimate of rent is 25% for the flat and 75% for the shop
3. Fred took a laptop for a Christmas gift for his son. The retail price was £1500 and the laptop cost the business £1000
4. Motor vehicle – the van is used for deliveries but is also used privately. The mileage per annum is 4000 miles per year for private use and 6000 miles for business
5. Sundries consists of the following costs
a. Christmas gifts to clients of a diary, mug, pen and t-shirt set making a total cost of £35 per package. 20 clients received this gift from the business
b. The business paid for the local rugby team’s new kit and the logo was displayed for advertising purposes. The cost was £200 for the year.
6. The business has assets and was entitled to Capital Allowances in the year of £5000
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