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1. You are a tax adviser in practice and your manager has asked for your help on the following clients: 
 

Jingux Ltd  
 
Jingux Ltd is a retailer running a number of boutique shops across the UK selling adult and 
children’s clothing and children’s car seats. 
 
Jingux Ltd is VAT registered and the Directors are considering registering for a VAT retail scheme. 
 
Jingux Ltd’s purchases for the quarter ended 31 March 2025 were: 
 
 Purchases (VAT exclusive) 
                 £ 
Adult clothing 20,200 
Children’s clothing  7,800 
Children’s car seats 4,600 
 

 Total sales for the period were £97,000 (VAT inclusive). In addition input VAT on overheads for the 
quarter ended 31 March 2025 was £900. 

 
 Jingux Ltd has been approached by a large multi national company interested in taking over the 

Jingux Ltd business.  Jingux Ltd has engaged another firm of tax advisers specialising in mergers 
and acquisitions to advise them on this matter.  The firm has approached your firm to request 
access to documents relating to Jingux Ltd’s tax affairs. 

 
Barter plc 
 
Barter plc has 150 employees whose cash earnings for the tax month to 5 May 2025 were 
£260,000.  Barter plc has recently recruited four new employees. Following the recruitment, the 
total cash earnings are: 
 
  

Tax month                  £ 
To 5 June 2025 330,000 
To 5 July 2025 337,000 
 

  
 Employees are paid on the last day of each month and for payments made in July, August and 

September, Barter plc was 12 days late submitting its Full Payment Submission to HMRC. 
 

Requirements: 
 
1) Explain for Jingux Ltd, the conditions and operation of the VAT apportionment 

scheme 1 and the VAT point of sale scheme.                                                                  (4) 
 

2) Calculate the amount of VAT payable for Jingux Ltd for the quarter ended  
31 March 2025 assuming it adopts VAT apportionment scheme 1.                              (4) 

 
3) Applying the Professional Rules and Practice Guidelines (PRPG), state four ways in 

which your firm can manage the risk of a duty of care being established towards the 
other firm of advisers who are acting for Jingux Ltd.                                                     (4) 

 
4) Calculate the Apprenticeship Levy due for Barter plc for the tax months ending  

5 May, 5 June and 5 July 2025.  Assume the rates and allowances for 2024/25 continue 
into future years.                                                                                                                     (3) 
 

5) Explain to Barter plc in relation to the late filing of the Full Payment Submission: 
 

a) the penalties that will be incurred; 
b) when it will be notified of the penalties; and 
c) when payment will be due.                         (3) 

 
  Total (18) 

 
 
 



Page 3 of 7 

 
ATTBC 

 
2. Elef Ltd is a VAT registered business based in Birmingham, UK.  
 
  It had the following transactions in the quarter ended 31 March 2025 (all stated exclusive of VAT): 
 

a) Sale of cosmetics for £18,000 to a business in France. 
b) Sale of handbags for £10,000 to a business in Northern Ireland. 
c) Purchase of jewellery for £6,000 from a business in Japan. 
d) Purchase of adult clothing for £3,600 from a business in Northern Ireland. 
e) Payment of £20,000 to an accountant in Barbados for advice relating to a potential new 

customer contract in the country. 
 
Elef Ltd does not use postponed accounting for VAT. 

 
Employee termination 
 
Elef Ltd has recently outsourced its payroll function and has made Corah, who was the manager 
of the payroll department, redundant on 1 January 2025.  Her redundancy package was: 
 
        £ 
Termination payment 28,000 
Statutory redundancy payment   5,100 
 
Corah was also allowed to keep her company car which had a market value of £17,500 and a 
mobile phone which had cost Elef Ltd £550.  Corah was paid a salary of £80,000 per annum and 
was entitled to three months’ notice.  The amount of the car benefit for the nine months to  
1 January 2025 was £4,000. Elef Ltd agreed to continue to pay Corah for three months up to  
31 March 2025 but she was not required to work. This pay is included in the termination payment.  
Corah receives no other income. 
 
Potential sale of cosmetics division 
 
At a recent board meeting, the Managing Director of Elef Ltd informed board members that Creq 
Ltd, a VAT registered business had made an offer to buy the cosmetics division of Elef Ltd’s 
business.  The offer is for Creq Ltd to buy all assets, stock, customer contracts and goodwill. 
 
Requirements: 
 
1) Explain the VAT treatment of the transactions during the quarter ended 31 March 2025 

and state the amount of input VAT and output VAT to be included on the VAT return. 
                                                                                                                                               (6) 
 
2) Calculate Corah’s Income Tax liability for 2024/25.                                           (5) 
 

 
3) Explain how the potential sale of the cosmetics division will be treated for VAT.           (4) 

 
  Total (15) 

 
  
 
3. Seine Ltd has approached the firm where you work to act for them as tax advisers.  One of the 

directors of Seine Ltd is married to a partner in your firm. 
 

Corporation Tax 
 
Seine Ltd was incorporated on 1 December 2023 and started to trade on 1 January 2024.  It intends 
to produce its first set of accounts to cover  the 15 month of trading to 31 March 2025 and estimated 
its trading profits at £191,250 for the period.  On 1 March 2025, Seine Ltd received a dividend from 
Danub Ltd of £15,000.  Seine Ltd bought a 1% shareholding in Danub Ltd during 2024. 

 
 
 
 
 

Continued 
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Continuation 
 
VAT accounting 
 
Seine Ltd makes wholly taxable supplies.  However, there have been many customers who have 
either paid late or have not paid for goods at all, resulting in their debts being written off.  The board 
has asked for advice on which VAT accounting scheme should be adopted to help with the situation 
as currently the company is having to wait for six months before it can claim bad debt relief. 

 
Employee mileage payments 
 
During the quarter to 31 March 2025, Seine Ltd made mileage payments to two employees, Jamie 
and Ahmed for use of their own cars whilst on company business.  The employees provide all fuel 
receipts to Seine Ltd to support their claims. 
 
Jamie owns a diesel car with a 2,200cc engine.  Jamie drove 400 miles and submitted a mileage 
claim for 45p per mile. 
 
Ahmed owns a hybrid petrol car with an engine of 1,500cc.  He drove 200 miles and submitted a 
mileage claim of 25p per mile. 

 
Requirements: 
 
1) Applying the Professional Rules and Practice Guidelines (PRPG), explain what your 

firm must do and consider before accepting Seine Ltd as a new client.                                (3) 
 

2) State the date of Seine Ltd’s accounting periods between 1 December 2023  
and 31 March 2025 and calculate the Corporation Tax due for each period.                  (5) 

 
3) Explain to Seine Ltd: 

 
a)  when it should notify HMRC of its chargeability to Corporation Tax. 
b)  the dates by which it should file its Corporation Tax return(s) and pay its 

Corporation Tax liabilities.                                                                                        
  (3) 

 
4) Recommend which VAT accounting scheme would be most appropriate for Seine Ltd 

to adopt and the conditions it must meet to be eligible for the scheme.                       (2) 
 

5) Calculate and explain the amount of VAT that Seine Ltd can recover in relation to the 
employee mileage payments.                                                                                           (3) 

 
Total (16) 

 
 
4.   Gianc Ltd prepared accounts for the eight month period ended 31 December 2024. It had taxable 

total profits for that period of £1,960,000. Gianc Ltd makes all payments electronically. 
 

Subcontractor – Sandy 
 
During the period the company paid subcontractors, including Sandy, under the Construction 
Industry Scheme (CIS).  
 
Sandy is registered with HMRC under CIS but does not receive payments gross. She provided 
services to Gianc Ltd for two weeks from 11 November 2024. She invoiced and was paid weekly. 
The VAT reverse charge applies. 
 
Sandy’s weekly invoice: 
      £ 
Labour costs 800 
Travel to construction site 75 
Materials    500 
Total 1,375 
 

 The materials cost Sandy £400 per week but she charged Gianc Ltd a mark-up for sourcing these. 
Continued 
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Continuation 
 

Regi  
 
Regi was a sole trader until he ceased to trade on 5 April 2024. His recent Class 4 National 
Insurance Contributions (NIC) liabilities were: 
 
Tax year     £ 
2022/23 3,324 
2023/24 3,588 

 
From 1 May 2024, Regi was employed by Gianc Ltd but not as a director. He earned a gross 
monthly salary of £4,000, paid on the last working day of each calendar month. He was paid a 
gross bonus by Gianc Ltd of £10,000 on 22 December 2024. 
 
All payments of NIC were made on the due dates. 
 
Requirements:  
 
1) State the due dates for payment of Gianc Ltd’s Corporation Tax for the eight month 

period ended 31 December 2024, calculating the amount due by each date.                 (3) 
 

2) Calculate the amount Gianc Ltd paid to Sandy to settle each weekly invoice. (2) 
 
3) Explain Gianc Ltd’s reporting obligations to HMRC and to Sandy, regarding payments 

made to Sandy.                                                                                                 (4) 
 

4) Calculate the payments made to HMRC, during the period 6 April 2024 to 5 April 2025, 
of National Insurance Contributions (NIC) suffered by Regi. You should label each 
payment with its class of NIC and include: 

  
 a) dates of payment; 
 b) amounts; and  
 c)  who made the payments to HMRC. 

(6) 
 

Total (15) 
 
 
 

5.  Magcake plc is a listed UK company which prepares accounts to 28 February each year. It makes 
all payments electronically. 

 
Interest and patent royalty 
 
Magcake plc paid interest on £10 million 7% debentures on 1 March 2024 and 1 September 2024. 
65% of the debentures are held by individuals, with the remainder held by UK companies. 
 
On 18 September 2024, Magcake plc received a patent royalty amount of £40,000 from an 
individual. 
 
Idris 
 
Idris was employed by Magcake plc for many years, earning an annual salary always exceeding 
£50,000. He left Magcake plc on 30 June 2024 after resigning to start a new job. Idris had 
participated in Magcake plc’s Share Incentive Plan (SIP). He withdrew all his shares from the plan 
on 30 June 2024, the date he received his last salary payment from Magcake plc. 
 
On 1 May 2020 Idris was awarded the maximum permitted free shares under the legislation. During 
2020/21, he also bought the maximum permitted partnership shares, and the company awarded 
him the maximum permitted matching shares.  
 
Magcake plc shares had a market value of £6 per share throughout 2020/21. The market value 
was £10 per share on 30 June 2024. 
 

Continued 
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Continuation 
 

Flo 
 
Flo was employed by Magcake plc from 1 July 2024. From that date until 31 January 2025, the 
company provided Flo with a house to live in, near the company’s head office.  
 
Details of the house: 
 
       £ 
Annual value 12,000 
Cost when purchased by Magcake plc in 2009 150,000 
Market value at 6 April 2024  240,000 
Market value at 1 July 2024  242,000 
Monthly rent paid by Flo to Magcake plc 300 
 

 Magcake plc furnished the house immediately before Flo moved in. The market value of the 
furniture was £15,000 in July 2024. When Flo moved out on 31 January 2025, Magcake plc agreed 
to sell the furniture to her for £1,000. The market value of the furniture was then £13,000. 

 
Annual party  
 
On 7 March 2025, Magcake plc held its annual party for employees. The party cost the company 
£220 per employee, for 900 employees who are basic rate taxpayers and 170 employees who are 
higher rate taxpayers. Magcake plc has a PAYE Settlement Agreement (PSA) with HMRC for the 
annual party. 
 
Requirements: 
 
1) Calculate the Income Tax payable by Magcake plc, or the Income Tax receivable from 

HMRC, for the year ended 28 February 2025, stating the due dates.                                  (4) 
 

2) a) Calculate the number of shares withdrawn from the SIP by Idris, and, with brief   
  explanations, the amount chargeable to Income Tax as a result. Assume that the 
S SIP rules that apply in 2024/25 also applied in 2020/21.                                                    (4) 
 
b)  Explain how the Income Tax arising on the share withdrawal is collected and 

paid to HMRC.                                                                   (2) 
 

3) Calculate Flo’s employment income on her benefits from Magcake plc for 2024/25. (6) 
 

4) Calculate the National Insurance Contributions (NIC) payable by Magcake plc under 
the PSA for the annual party, stating the class of NIC and the due date.                               (3) 
 

Total (19) 
 
 
 

6.  Braxton, Cindy and Dirk trade as the BCD Partnership.  
 

Employee allowances 
 
The BCD Partnership paid the following allowances to employees during 2024/25: 
 
Employee Allowance Amount 
    £ 
Alex  Relocation – spent on qualifying relocation expenses 10,000 
Brody  Clothing – spent on suits 3,000 
Mitchell General – £4,000 spent on travel between client sites 5,000 
 

   
 Mitchell used the remaining £1,000 of his general allowance for personal expenses. 
 
 
 

Continued 
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Charitable donations 
 
Jamal is an employee of BCD Partnership. He intends to donate to Grow, a UK registered charity. 
He has not decided whether to do this under gift aid or via BCD Partnership’s payroll deduction 
scheme. 
 
Year ended 31 March 2025 
 
The BCD Partnership prepares accounts to 31 March each year and the level of taxable trading 
profits is similar each year. 
 
Until 30 November 2024, the partners shared profits equally. From 1 December 2024, Braxton was 
allocated a salary of £84,000 per annum, and the remaining profits were shared in the ratio  
1:2:2 (Braxton: Cindy: Dirk). 
 
The taxable trading profits of the partnership were £540,000 for the year ended 31 March 2025. 
 
HMRC enquiry – 2022/23 
 
HMRC has closed an enquiry into the partnership return for 2022/23. In 2022/23 all partners were 
additional rate taxpayers due to the level of partnership profits. 
 
The enquiry closure notice amended the partnership return, increasing the partnership’s taxable 
trading profits by £90,000. HMRC deemed the understatement of profits to be due to a careless 
error. This error was discovered by HMRC during the enquiry.  
 
The partners will not appeal the amendment. They want to understand the financial implications of 
the enquiry and the amendment for them personally. 
 
Requirements: 
 
1) Explain the extent to which the allowances paid to employees are chargeable to 

Income Tax and whether PAYE applies.                                                                             (4) 
 

2) Explain the movement of money between entities for Grow to receive the gross 
donation, if Jamal donates: 

 
a) under the gift aid scheme.   
b) using BCD Partnership’s payroll deduction scheme.  

(3) 
 

3) Calculate each partner’s trading profit allocation for the year ended 31 March 2025. 
(3) 

 
4) Write a short email to the partners explaining the financial implications for them 

personally of the enquiry and the amendment to the partnership tax return. Assume 
the same tax rules applied in 2022/23 as in 2024/25.                                                                          (5) 

 
Total (15) 

 
 


