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paper. 

SECTION A consists of TWO 
questions, answer ALL questions. 
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questions. 
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& allowances. 
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SECTION A (Answer ALL Questions) 
 
Question 1 
(a) 
You work as a Tax senior for Smith and Co (Tax Advisors) and your client Jack would 
like CGT advice in relation to the disposal of his house.  
 
On 30 June 2018 Jack sold his house for £307,500.  The house which is located in 
Manchester was acquired by Jack on 01 January 2001 for £105,000. The property 
was used in the following manner throughout the period of ownership: 
 
Months  Use of property  
16 Occupied by Jack 
18 Unoccupied – travelling in Malaysia 
24 Unoccupied – working in USA 
11 Occupied by Jack 
30  Unoccupied – working in London 
22 Unoccupied – travelling in Australia 
26 Unoccupied – working in Newcastle  
27  Occupied by Jack 
7  Unoccupied – Working in Dubai 
14 Unoccupied – travelling in India 
15 Unoccupied – living with brother 

 
Jack had never let out his house (in periods of absence) as he wanted it to remain in 
excellent condition in his absence.  The property was always Jack’s main residence 
throughout the period of ownership.  

 
 

Question 1 continued over the page 
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Question 1 continued 
Required: 
 
(b) 
Another client of Smith & Co is Maria Khan who would like some advice on CGT in 
relation to her share disposal which she made on 31st January 2019 in relation to her 
shares in Ahmed Plc. 
 
Maria had made the following acquisition of shares over a period of time prior to the 
disposal of shares: 
 

Date No. of Shares Cost (£) 
18 January 2009 2,000 8,400 

19 June 2010 1,400 5,900 
31 December 2016 2,400 11,240 

11 August 2018 800 4,200 
 
On 31 May 2017 Ahmed Plc made a rights issue of 1 for 4 at £7.00 per share and 
Maria decided to take up the offer.   
Finally Maria did not acquire any shares in the next 30 days and she made no other 
disposals for CGT purposes for the tax year ended 05.04.2019.  
Assume Maria is a higher rate taxpayer.  
 
Required: 
Calculate Maria’s CGT payable and explain clearly how the share matching rules 
have been applied.                  (10 marks) 
 
(c)    
Peter is also a client of Smith & Co and would like some advice in relation to 
Entrepreneur’s Relief (ER). On 1 January 2019, Peter sold his car dealership 
business (sole trader) and realized a chargeable gain of £375,000.  Peter started the 
business in June 1996.   
 
Required: 
Critically appraise the conditions which must be satisfied for Peter to be able to use 
Entrepreneur’s Relief (ER) and the benefits of using ER.             (10 marks) 

 
(Total: 30 marks) 
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Question 2  
 
(a) 
You work for Bridge and Co (Tax advisors) as a Tax manager and manage several 
clients in relation to various VAT matters.  
 
One of your clients is Alex who is a sole trader who started his business on 1 
September 2018. The business supplies fashion clothing to market stalls across 
wealthy market towns in Cheshire.  Alex voluntarily registered for VAT when he 
commenced his business.  
 
The sales revenue and purchases are summarised as follows: 
 

Period (months) Sales revenue £ 
(monthly basis) 

Purchases £ (monthly 
basis) 

September to December 
2018 

8,400 4,000 

January to April 2019 11,000 6,000 
May to August 2019 12,500 7,000 

 
The above figures are stated exclusive of value added tax (VAT). Alex’s sales are all 
standard rated and arise evenly over the month.  
 
In the quarter to 30 November 2018 Alex’s transactions included the following:  
 

- Input VAT of £3,600 in relation to a car purchased for 100% private use by 
Alex’s wife 

- Input VAT of £325 in relation to client entertaining   
 
Additionally Alex would like advice in relation bad debts incurred and the VAT 
implications of this for future reference.  
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Question 2 continued 
 
Required: 
(i) Complete the VAT return for the three-month period ended 30 November 2018, 
showing how much VAT is payable. State when the VAT is payable to HMRC and 
any penalties which may arise if the VAT return is incorrect.    
                   (10 marks) 

(ii) Critically advise Alex in relation to bad debts and the VAT implications  

           (6 marks) 

(b)  

Additionally several other clients require VAT advice in relation to different matters 
which your firm Bridge and Co will be assisting with. The advice is to be given to 
different clients in relation to the following: 

- Flat rate scheme  

- Group VAT  
 
Required:  

(i) Critically appraise the flat rate scheme for VAT and the conditions in which 
it can be used         (7 marks) 
 

(ii) Critically appraise the consequences of registering for group VAT 
(7 marks) 

    (Total: 30 marks)  

 

 

    END OF SECTION A 
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SECTION B: TWO Questions ONLY to be attempted  
 
Question 3 
 
(a)  
You work as a Senior Tax manager at Javed & Co (Tax Advisors) and specialize in 
corporation taxation matters for groups of companies.  

One of your clients is Harry Ltd who requires advice in relation to group tax matters. 
Harry Ltd owns 100% of the share capital of Lisa Ltd.  The companies are both UK 
resident and prepare accounts to 31 March each year.  The following are the most 
recent results for the year ended 31 March 2019: 
 
 Harry Ltd (£) Lisa Ltd (£) 
Trading profit(loss) 200,000 (360,000) 
Chargeable gains 10,000 150,000 
Gift Aid donations  24,000  

 
Required: 
Critically explain the ways in which the trading loss of Lisa Ltd can be relieved.  

         (10 marks) 

(b)  
Another client of Javed & Co would like advice in relation to group relief for a 
consortium as they are unsure as to whether this will be available and if the 
companies are classed as a consortium. 

 
Required: 
Critically explain the situation in which consortium companies arise and how losses 
can be relieved if a group is a consortium.     (5 marks) 

(c)  A tax junior who works for Javed & Co is unsure about the factors which should 
be considered  

 
Required: 
Critically explain the factors which should be considered in order to use group relief 
effectively           (5 marks) 

 
(Total: 20 marks) 
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Question 4  

(a)  

Terry died on 13 July 2018, leaving an estate valued at £875,000.  None of the 
transfers below made on his death were exempt from IHT.  Terry made the following 
transfers during his lifetime: 

           £ 

5 May 2010 Gift to relevant property trust (tax paid by Terry)   75,000 

3 June 2011 Gift to daughter        145,000 

9 August 2011 Gift to son       235,000 

12 November 2012 Gift to relevant property trust (tax paid by trustees) 425,000 

Terry was not married or in a civil partnership and was single at the time of his 
death. 

His entire estate was left to his children. 

Farhan’s funeral expenses were £5,500. 

 

Required: 

Calculate the inheritance tax payable as a result of Terry’s death with clear 
explanations and workings of IHT payable.                  (15 marks) 

 

(b)  

Evaluate the circumstances in which a taxpayer can use Agricultural Property Relief 
(APR) and the tax benefit of using APR.      (5 marks) 

                  (Total: 20 marks) 
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Question 5 

(a)  
You work as Tax Senior in Cohen & Co and one of your clients Rosie has asked you 
for advice about the tax implications of changing her business medium from being a 
sole trader to operating as a Ltd company.  Rosie’s business is a cake shop which is 
experiencing rapid growth in the Greater Manchester area.  
 
Required: 
Critically appraise the factors that a taxpayer should consider when deciding to either 
operate as a sole trader OR as a Ltd company.  Use examples to illustrate your 
answer.  

(10 marks) 

(b)  
Additionally as Rosie is expanding her business if she changes her business 
medium to a Ltd company she will have her husband as a shareholder and other 
relatives may be part of the business as directors and/or shareholders. Hence she 
needs advise about close company rules as she is unsure what this means. 
 
Required: 
Critically explain to Rosie the factors which result in a company being classed as a 
close company.         (6 marks) 

 

(c)  
Another client of Cohen & co is Diamond Ltd which is an owner managed business 
and falls under the close company tax rules. 

 
Required: 
Critically advise Diamond Ltd about the tax rules on loans made to participators.                                               
 (4 marks) 

(Total: 20 marks) 

 

END OF QUESTIONS 
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