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SECTION A – Answer ALL THREE questions 
 
Question 1 
 

Ryan is self-employed running a music shop. His statement of profit or loss for 
the year ended 5 April is as follows: 

 £       £       
Gross profit   347,830 
Expenses: 
Depreciation  2,640 
Motor expenses (Note 1)  9,800 
Professional fees (Note 2)  4,680 
Repairs and renewals (Note 3) 670 
Travelling and entertaining (Note 4)  4,630 
Wages and salaries (Note 5)  77,200 
Other expenses (Note 6)  78,780 
 ––––––––––  (178,400) 
  –––––––– 
Net profit   169,430 
  –––––––– 
Note 1 – Motor expenses 
During the year ended 5 April Ryan drove a total of 20,000 miles, of which 2,500 
were driven when he went on holiday to Europe. The balance of the mileage is 
20% for private journeys and 80% for business journeys. 
Note 2 – Professional fees 
The figure for professional fees consists of £1,460 for accountancy, £620 for 
personal financial planning advice and £2,600 for fees in connection with an 
unsuccessful application for planning permission to enlarge Ryan’s freehold 
music shop. 
Note 3 – Repairs and renewals 
The figure for repairs and renewals consists of £270 for a replacement hard drive 
for the shop’s computer, and £400 for a new printer for this computer. 
Note 4 – Travelling and entertaining 
The figure for travelling and entertaining consists of £4,150 for Ryan’s business 
travelling expenses and £480 for entertaining suppliers. 
 

Question 1 continues over the page… 
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Question 1 continued…. 

Note 5 – Wages and salaries 
The figure for wages and salaries includes a salary of £16,000 paid to Ryan’s 
wife. She works in the music shop as a sales assistant. The other sales 
assistants doing the same job are paid a salary of £12,000 per annum. 
Note 6 – Other expenses 
The figure for other expenses includes £75 in respect of a present to an 
employee for trade purposes, £770 for Ryan’s health club subscription and £180 
for a trade subscription to the Guild of Musical Instrument Retailers. 
Note 7 – Private telephone 
Ryan uses his private telephone to make business telephone calls. The total cost 
of the private telephone for the year ended 5 April was £680, and 25% of this 
related to business telephone calls. The cost of the private telephone is not 
included in the statement of profit or loss expenses of £178,400. 
Note 8 – Goods for own use 
During the year ended 5 April, Ryan took goods out of the music shop for his 
personal use without paying for them, and no entry has been made in the 
accounts to record this. The goods cost £600, and had a selling price of £950. 
 

Required: 
Calculate Ryan’s tax adjusted trading profit for the year ended 5 April. 
Your computation should commence with the net profit figure of £169,430 
and should list all the items referred to in Notes (1) to (8), indicating by the 
use of zero (0) any items that do not require adjustment.  
You should also briefly explain the reasons behind the adjustments you 
have made PLUS any items you have decided are not required for 
adjustment in your computation.  

(30 marks) 
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Question 2 
 
Kindy Ltd commenced trading on 1 July 2021, preparing its first accounts for the 
six-month period ended 31 December 2021.  
 
The following information is available: 
 
Trading profit 
The tax adjusted trading profit is £542,273. This figure is before making any tax 
adjustments required for: 
(1) Capital allowances 
(2) The premium paid in respect of the leasehold property 
(3) Advertising expenditure of £4,600. This expenditure was incurred during 

June 2021 and was deducted in arriving at the accounting profit for the 
period ended 31 December 2021. 

 
Plant and machinery 
The following purchases and disposals of plant and machinery took place in 
respect of the six-month period ended 31 December 2021. 

 Cost/(Proceeds) 
  £ 
10 May 2021 Purchased equipment 8,900 
12 July 2021 Purchased machinery 94,400 
29 September 2021 Purchased new motor car (1)  

(CO2 emissions of 70 g/km) 11,600 
18 October 2021 Purchased motor car (2)  

(CO2 emissions of 151 g/km) 14,800 
7 November 2021 Purchased equipment 7,700 
28 December 2021 Sold motor car (2) (11,300) 
28 December 2021 Purchased motor car (3)  

(CO2 emissions of 129 g/km) 18,500 

 

 
Question 2 continues over the page… 
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Question 2 continued…. 

Leasehold property 
On 1 July 2021, Kindy Ltd acquired a leasehold office building, paying a premium 
of £80,000 for the grant of a twenty-year lease. The office building was used for 
business purposes by Kindy Ltd throughout the six-month period ended 31 
December 2021. 
 
Loan interest received 
Loan interest of £1,652 was received on 31 December 2021. The loan was made 
for non-trading purposes. 

 
Dividends received 
During the period ended 31 December 2021 Kindy Ltd received dividends of 
£21,600 from Dranpipe plc, a UK company. This figure was the actual cash 
amount received. 

Required: 

a) Prepare a capital allowance computation and calculate Kindy Ltd.’s 
corporation tax liability for the six-month period ended 
31 December 2021. 

(20 Marks) 

b) Briefly explain why HMRC disallow depreciation for tax purposes 
and replace it with capital allowances. 

(5 Marks) 
 
 

Total 25 Marks 
 
 
 
 

PLEASE TURN THE PAGE… 
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Question 3 
 

Part (a)  
Rudy’s income for the tax year 2021/22 comprises the following: 

 £      
State retirement pension 6,426 
Pension from former employer 17,255 
Building society interest 4,185 
National lottery winnings 10,000 

Required: 
 Calculate Rudy’s income tax liability for the tax year 2021/22.  

(5 marks) 
 
 
 

Part (b)  
Congola’s income and expenditure for the tax year 2021/22 comprises the 

following: 
 £      

Salary  8,426 
Dividends 88,889 
NS&I Investment account interest 9,205 
Charitable donation under the gift aid scheme 2,000 

Required: 
 Calculate Congola’s income tax liability for the tax year 2021/22.  

(5 marks) 
 
 
 
 
 
 

Question 3 continues over the page 
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Question 3 continued…. 

Part (c) 
Anita, who is employed as a fashion designer for Taring Designs Limited, was 
relocated from London to Manchester on 6 April 2021.  Her annual salary is 
£50,910.   
Anita received the following in the tax year 2021/22: 
(1) She was immediately provided with a house with an annual value of 

£4,100 for which her employer paid an annual rent of £3,500. The house 
had a market value of £180,000 on 6 April 2021. Anita was reimbursed 
relevant relocation expenditure of £12,000.   

 
Taring Designs Limited also incurred the following expenses in connection 
with the house in the tax year 2021/22 as follows: 

       £      
Electricity 1,400 
Gas 1,500 
Water 1,000 
Council tax 3,300 
 –––––– 
 7,200 
 –––––– 

The house had been furnished by Taring Designs Limited immediately prior to 
Anita’s occupation at a cost of £30,000.   

(2) On 6 April 2021 Anita was provided with a laptop computer, which cost 
£1,500 and a smart phone, which cost £300. Both were provided for her 
personal use. 

(3) Taring Designs Limited had made a loan to Anita in 2021 of £12,000 at a 
rate of interest of 2% per year (Assuming the official rate of interest was 
2.25% at that time). The loan is not being used for a ‘qualifying purpose’.  
No part of the loan has been repaid. 

(4) Anita was provided with a company car.  It had a list price of £18,500 
when new in August 2013 and has a carbon dioxide emission rating of 
162 g/km.  Taring Designs Limited paid for the petrol for all the mileage 
travelled by Anita until 5 December 2021.   

 
Question 3 continues over the page… 
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Question 3 continued…. 

 
On 5 December 2021, the company discontinued the company car scheme 
and sold the car to Anita for £5,000, its market value at that date.  Her 
mileage from 6 April 2021 to 5 December 2021 was 20,000 of which 13,000 
was on business. 

(5) From 6 December 2021 Anita travelled 11,000 miles for business 
purposes, in the car that she had purchased from the company. The 
company reimbursed her 45p for each business mile. 

(6) During the tax year 2021/22 Anita was provided with childcare vouchers, 
of £40 per week for 46 weeks. They were used to purchase approved 
childcare for her daughter.  

Anita has no other income. 
 

Required: 
Calculate Anita’s employment income for the tax year 2021/22.  

(15 marks) 
 

 
Total 25 Marks 

 

 
 

 
 

END OF SECTION A 
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SECTION B – Answer ONE question 
 

Question 4 
Simon Butler is a computer programmer who started working for Int Designs Ltd 
on 6 April 2021.  
The following information is available in respect of the tax year : 
(1) Simon received income of £60,000 from Int Designs Ltd. He is paid a fixed 

fee for each contract that he works on, and each contract lasts an average 
of two weeks.  

Simon is under no obligation to accept any of the contracts offered, and carries 
out the work under his own control. He is, however, obliged to do the work 
personally. 

(2) Simon works from home, and never visits the premises of Int Designs Ltd. 
He uses one room of his five-room private residence exclusively for 
business purposes. The total running costs of the house for the year were 
£4,000. 

(3) Simon’s telephone bills are £500 per quarter. This is £400 per quarter 
higher than they were prior to the commencement of his working from 
home. 

(4) Simon is required to provide all of his own equipment. He purchased a 
computer on 6 April 2021 for £2,800.  

(5) Simon had no other sources of income in the tax year 2021/22. 

Required: 
(a) List the factors that indicate that Simon should be treated as self-

employed rather than as an employee in relation to his work for Int 
Designs Ltd. You should confine your answer to the information given 
in the question.  

(8 marks) 
(b) HMRC is often guided by the ‘badges of trade’ when determining 

whether or not a trade is being carried on.  
Assess using examples the extent to which the ‘badges of trade’ 
provide a useful basis from which HMRC may determine trading 
activities to be undertaken. 

(12 Marks) 
Total 20 Marks 
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Question 5 
 
Part (a) 
Sandy began trading on 1 June 2017 and will cease trading on 31 July 2022 due to 
moving abroad. He prepares accounts to 30 September annually, with results as 
follows: 
 
Period/Year to  Trading profits 
  £       
30 September 2018  34,500 
30 September 2019  22,300 
30 September 2020  16,400 
30 September 2021  17,200 
31 July 2022  14,350 
   
   

Required: 

Compute Sandy’s trading profits for each tax year and clearly state any 
overlap profit. 

All workings need to be shown clearly stating the dates each period covers. 

 
(12 Marks) 

 
 
 

Part (b) 
 
Evaluate Stamp Duty Land Tax (SDLT) and briefly explain the environmental    
tax relief for business. 
 

(8 Marks) 
 

Total 20 Marks 
 

 
END OF SECTION B 
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