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Task 1

(a) False – VAT is an indirect tax

(b) (b)      A business that only sells products or services that are exempt from VAT

(c) (b)      £75,000 is taxable at standard rate VAT and £26,000 is exempt from VAT

(d) True. MTD for VAT is not just about digitally filing VAT returns. It also requires businesses to keep
and preserve records digitally.

Task 2

(a) (a)      The amount of VAT payable will increase

(b)      (b)      A proforma invoice is not a valid VAT invoice and cannot be used as evidence to reclaim
input VAT

(c) (d)      The customer’s VAT registration number

(d) (b)      1 November

Task 3

(a)      (b)      is not eligible; (a) and (c) are

(b)      (b)      The business has very limited time available to carry out administration and accounting
procedures

(c)      (c)       VAT Return must be submitted every twelve months

(d)      Yes, the annual accounting scheme can be operated in conjunction with the flat-rate accounting
scheme

(e)      (1)      (b)      In its VAT period ending 30 April 

           (2)      £384

Task 4

(a) The VAT can be reclaimed on:

(b)      The cost of the annual staff Christmas lunch

(d)      The purchase of a delivery van

(b) (a) and (c) Debit; (b) and (d) Credit

(c) (c)       HMRC will view this as a deliberate error and issue a penalty

(d) (b)      Professional competence and due care
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Task 5

(a)       (c) £147.20
(b) £235.60
(c) (a)       £41.26

Task 6
(a)       £45,671.22
(b)       £51,433.45                Workings: £51,926.09 – (£1,736.20 x 20%) – (£872.40 x 1/6)
(c)       (1) £5,762.23
           (2) Reclaimed
(d)       (c) Come into the office early to ensure you can hand the VAT Returns to him when he arrives

Task 7 (a)

Online VAT Return for period ended 31 August                                                   £

VAT due in this period on sales and other outputs                       Box 1     38,453.22

VAT due in this period on acquisitions from other                       Box 2      2,849.49EC Member States

Total VAT due (the sum of boxes 1 and 2)                                   Box 3                     
VAT reclaimed in the period on purchases and                           Box 4     22,544.53other inputs, including acquisitions from the EC

Net VAT to be paid to HMRC or reclaimed by you. (Difference   Box 5                     
between boxes 3 and 4.) (If Box 4 is greater than Box 3, use a minus sign.)

Total value of sales and all other outputs excluding any VAT.     Box 6    187,991 Include your box 8 figure. WHOLE POUNDS ONLY

Total value of purchases and all other inputs excluding any        Box 7   108,447VAT. Include your box 9 figure. WHOLE POUNDS ONLY

Total value of all supplies of goods and related costs, excluding Box 8              0 any VAT, to other EC Member States. WHOLE POUNDS ONLY

Total value of all acquisitions of goods and related costs, excluding Box 9      14,247any VAT from other EC Member States. WHOLE POUNDS ONLY

(b)       Box 3: £41,302.71; Box 5: £18,758.18

Calculated
value

Calculated
value
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Task 8
(a)

To:        Arthur Andrews
From:    Accounting Technician
Date:     19 May

The flat-rate scheme is designed for small businesses with an annual taxable turnover that does
not exceed £150,000. If you decide to operate the flat-rate scheme a flat VAT percentage rate
is applied to total sales only. This means that you will not have to identify and record every
single VAT transaction when calculating the net amount of VAT due to HMRC.

The flat-rate accounting scheme can be operated with the annual accounting scheme if you
wish. Operating the annual accounting scheme means that you must pay 90% of your estimated
annual VAT payment by nine equal monthly instalments starting in the fourth month of the year.
Alternatively you can make three interim payments each of 25% of the previous year’s VAT
liability in months 4, 7 and 10. In both cases you would then have to pay the balance two months
after the end of the VAT year.

The advantage of the annual accounting scheme is that you only complete one VAT Return
each year.

I strongly recommend that you consider these suggestions.

Kind regards

A Technician

(b)      (1)      No
           (2)      No


