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Task 1
You work for a small firm of accountants. You have been asked to formulate some initial advice for two
unconnected clients who both wish to reduce their future tax liabilities. Both clients are UK resident and
UK domiciled.
The first client is David. He has recently married and he and his wife wish to rearrange their savings and
investments to reduce their joint future tax liability. He wonders whether this is legal, and if so how, in
broad terms, it could be carried out.
The second client is Marcus. He has recently received a large inheritance and wishes to invest the money
overseas. He has heard that there are still some countries whose financial institutions do not share
information with HMRC. He hopes to take advantage of this by investing there and omitting information
about any income generated from his UK tax returns.
Write brief notes regarding the general advice that should be given to each client, noting any implications
for the practice.
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Task 2
Decide whether each of the following statements is true or false.

                                                                                                                 True       False

(a) Use of a company vehicle with emissions of 50 g/km or below would
never incur a benefit charge

(b) Where a vehicle is only available for a proportion of the tax year the
benefit charge is reduced accordingly

(c) There is no benefit charge for use of a company pool car provided it
meets strict criteria

(d) If an employee contributes towards the cost of private fuel this amount
is deducted from the benefit charge

(e) There is no upper limit for the list price of a car used in a benefit
calculation

(f) The percentage used in the benefit calculation for the use of a company
car cannot exceed 37%

(g) If a company car is repaired following an accident the cost of the repair
multiplied by 20% is added to the normal benefit charge

(h) An employee’s revenue contribution towards use of a company car is
deducted from the list price before the appropriate percentage is
applied to calculate the benefit charge

(i) The benefit for private use of a company car calculated as a percentage
of the list price includes the costs of the road fund licence and
insurance and these do not form an additional benefit charge

(j) Where a diesel company car meets ‘Real Driving Emissions Step 2’
(RDE2) the benefit is calculated as if it were a petrol car
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Task 3
(a) (1) An employee was provided with a £12,000 loan from his employer on 1st February 2019.

The employer charged 1% interest. £8,000 was paid off the loan by the employee on 
31 December 2019. The HMRC official interest rate was 2.5%. What is the benefit charge
for 2019/20? 

(a)  £280
(b)  £180
(c)  £200
(d)  £120

(2) When non job-related accommodation that costs over £75,000 is provided for an employee
an additional benefit arises. How is the additional benefit calculated?

(a)  20% of the excess cost
(b)  The whole of the excess cost
(c)  The excess cost multiplied by the HMRC official interest rate
(d)  The excess cost divided by the number of years’ service of the employee

(3) Would the following situations be treated as being job-related where no accommodation
benefit arises? 

                                                                                                                     Yes     No
(a)  Accommodation provided for care manager in a retirement home
(b)  Accommodation provided for Sales Director
(c)  Accommodation provided for vicar

(4) Dirk was provided with accommodation in the form of a flat that the employer purchased
recently for £115,000. It is not job-related. The flat has an annual value of £6,000. The
employer also bought furniture for the flat, costing £4,000. Assume that the HMRC official
interest rate is 2.5%. His taxable benefit is:

(a)  £10,000
(b)  £7,800
(c)  £11,000
(d)  £8,875
(e)  £9,675
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(5)      From the following statements, select the one that is correct.

(a)  Vouchers given to an employee are assessed at the cost to the employer

(b)  Vouchers given to an employee are assessed at 20% of their face value

(c)  Vouchers given to an employee are always assessed at their face value

(d)  Vouchers given to an employee are always tax free

(b) Using the following table, analyse the benefits into those that are exempt from tax, and those that
are taxable.

Description                                                                                            Exempt        Taxable
Use of a zero-emission car
Holiday vouchers with a face value of £1,000 or less
Use of a company van with home to work use and insignificant
other private mileage
Subsidised meals in a staff restaurant available to all staff
Sales commissions
Gratuities (tips) given by customers
Sick pay
Allowance of £4 per week to cover expenses of working from home
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(c) (1) Sue uses her own car for business travelling. During the tax year she travelled 11,500
business miles for which she was paid 50p per mile by her employer. The impact of this is:

(a) She will have a taxable amount of £575
(b) She will have a taxable amount of £5,750
(c) She will have a taxable amount of £875
(d) She will have a taxable amount of £2,875

(2) Ella has an occupational pension scheme to which she contributes 7% of her salary. Her
employer contributes 10% of her salary. Her salary is £40,000. The impact of this is:

(a) Her taxable salary will be increased by £4,000
(b) Her taxable salary will be reduced by £2,800
(c) Her taxable salary will be increased by £1,200
(d) Her basic rate band will be extended by £3,500

(3) Steven paid £400 in a tax year on entertaining customers. His employer gave him an
allowance of £300 to cover entertainment of customers. The impact of this is:

(a) No impact on tax
(b) An allowable deduction of £100
(c) A taxable amount of £100
(d) A taxable amount of £300

(4) Gina has a personal pension scheme, paying £120 each month by direct debit. The tax
implications are:

(a) Her assessable employment income is reduced by £1,440 per year
(b) Her assessable employment income is reduced by £1,800 per year
(c) Her basic rate band is extended by £1,440
(d) Her basic rate band is extended by £1,800
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Task 4
Complete the following sentence for each taxpayer. Enter answers in whole pounds only.
Bethany received a dividend of £10,400. Her other income was £158,000.

The tax payable on the dividends is £

Julian received £750 interest from his bank and £760 interest from his individual savings account. His other
taxable income, after the personal allowance was £38,500.

The tax payable on savings income is £ 

Stephen received building society interest of £1,950. His other income was £131,600.

The tax payable on savings income is £ 
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Task 5
Sophie has two properties in addition to her home, details of which are as follows:
Two bedroom house:
(1) This unfurnished house was initially rented out for £725 per month. The property was occupied this

tax year until 31 December when the tenants moved out, with the rent paid up-to-date. The property
was let again from 1 March at a rent of £775 per month. Rent is payable on the first day of the month.

(2) Sophie paid £560 for redecoration and repainting in February. She also spent £8,000 adding a
garage to the house.

(3) The other expenses paid by Sophie on the house were 14% management charge to the agent on
rent received, and £220 buildings insurance.

One bedroom flat:
(1) This unfurnished flat is rented out for £530 per month. The property was rented all tax year.
(2) She paid buildings insurance of £170 in January 2019 for 2019, and £190 in January 2020 for 2020.
Calculate the profit or loss made on each property, using the following table. 

                                                                             Two bedroom house     One bedroom flat
£ £

Rent received

Expenses paid: 

Profit
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Task 6
(a) Vikram has the following income for the tax year:

Income from employment £48,000
Property income       £4,150
Bank interest received £1,120
Dividends received   £4,600
Vikram has property income losses brought forward of £1,100
During the tax year, he made contributions to a personal pension policy of £600 net 
Using the blank table below, calculate Vikram’s total income tax liability.
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(b) Geraldine has total income of £160,000 (all general income). She has heard that investing a net
amount of £8,000 in a personal pension scheme can reduce her tax liability. Explain how this works.
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Task 7
During the tax year, Cherie received a gross salary of £40,500 and assessable benefits with a value of
£6,750.
Complete the following table to show the National Insurance Contributions relating to Cherie in whole
pounds. Ignore the employment allowance.

                                                                                                                                                                £

The total Class 1 NIC payable by Cherie in the tax year                                                                         

The total Class 1 NIC payable by Cherie’s employer in the tax year                                                      

The total Class 1A NIC payable by Cherie ’s employer relating to the tax year                                      

Task 8
(a) Indicate with ticks whether the following statements are true or false.

                                                                                                                                 True     False
(a)    If a wholly electric car is provided by an employer as a company car

there is a no taxable benefit for use of the car, or for the supply of
electricity

(b)    A transfer of money to a son or daughter has no implications for
Inheritance Tax

         
(b) Complete the sentences below in whole pounds.

Peter and Mary are married. They have a lump sum to invest in savings accounts that they hope
will generate interest of £1,000 per year. They have no other savings or investment income. Peter’s
general income is £26,000 per year, and Mary’s general income is £51,000 per year.
If the money is invested in savings in Peter’s name the tax payable will be £ 
less than if it is invested in Mary’s name.

Joe has total income of £85,000 per year (all general income). If he pays £8,000 (net) to a charity 
under gift aid, his Income Tax liability  will reduce by £ 

Robert will have use of a petrol company car and all fuel for the whole tax year with a list price of
£35,000, and car benefit of 28%. He is a basic-rate taxpayer. If he changes this car to a diesel 
model (not RDE2 compliant) with the same list price, and same CO2 figure it would cost him 
£                                extra per year in tax (including fuel benefit).
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Task 9
(a) Decide whether each of the following is a chargeable or exempt asset.

                                                                                              Chargeable asset    Exempt asset
Shares in a limited company                                                                                                          
Chattel bought for £4,000 and sold for £9,000                                                                               

(b) (1) Ella sold an asset during the tax year for £43,000. She had been left the asset when her
grandfather died in 2008. Her grandfather had paid £46,000 for the asset in 2001, and it was
valued at £39,500 at the time of death. The gain or loss when Ella sold the asset was:

(a)  £3,000 loss
(b)  £3,500 gain
(c)  £6,500 loss
(d)  No gain, no loss

(2) Jane bought an asset in 1999 for £80,000, and paid auctioneer’s commission of 12%. She
sold the asset for £110,000, paying 5% commission on the sale. The gain on the sale was:

(a)  £14,900
(b)  £30,000
(c)  £25,900
(d)  £24,500

(3) Decide whether the following statement is true or false:

Costs of insuring an asset are an allowable cost for capital gains tax purposes.

True / False
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Task 10         
Maria bought 20,000 shares in Lyndon Ltd for £7 per share in February 2000. In April 2004 she took up a
rights issue of 3 for 5 at £5.50 per share. Recently, Maria sold 10,000 shares for £9.50 per share.
Clearly showing the balance of shares, and their value to carry forward, calculate the gain made on these
shares. All workings must be shown in your calculations. 
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(b) Richard bought a house in Exeter on 1 January 2007. He lived in the house until 31 July 2011 when
he bought another property and moved into it as his main residence. He retained the house in
Exeter to use for holidays until he sold it on 1 August 2019. 
Calculate the following periods in months:

                                                                                                                          Months
Actual Occupation Period                                                                                 

Deemed Occupation Period                                                                              

Chargeable Period                                                                                            

Task 11
(a) Gill bought 2 acres of land in January 2002 for £14,000. Recently she sold half of an acre of the

land for £6,000. The remainder of the land was valued at £15,000 at that time.
Calculate the following:

(1)      The cost of the land that was sold is £

(2)      The chargeable gain is £

(c) James is a higher rate income tax payer. He had capital losses of £5,000 brought forward at the
start of the tax year. During the tax year he made a gain of £23,400.
Calculate the following:

                                                                                                                                          £
Chargeable gain after deducting annual exempt amount                                                            

Capital gains tax payable                                                                                                            
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Task 12
(a) The following lifetime transfers were made by unconnected individuals. Complete the table to show

the value of any potentially exempt transfers, assuming that the annual exempt amounts for the
current and previous year have not yet been utilised. If any transfers are wholly exempt enter a
zero.

                                                                                                                                  Value of PET
                                                                                                                                                      £
John gives his daughter, Jo £18,000 to celebrate her wedding anniversary

Rupert donates £11,000 to Save the Children (a registered charity)

Sally gives her mother £7,000 to pay for removal expenses

                                                                                                                                                        
(b) Analyse the following statements about Inheritance Tax into those that are true and those that are

false.

                                                                                                                                 True     False
(a)    The £250 exemption for gifts can be used several times in a year for

gifts to the same person
(b)    Limited companies are liable to Inheritance Tax on gifts made while still

trading
(c)    A donation to a museum is an exempt transfer whether made during the

individual’s lifetime or on death
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Task 13         
Janet made a potentially exempt transfer of £400,000 (after exemptions) on 1 January 2016. This was her
only lifetime transfer.
Janet died on 1 November 2019, leaving an estate valued at £500,000 to her daughter. The estate did not
include a home.
Using the blank table below, calculate the Inheritance Tax payable at death on both the PET and on Janet’s
estate, showing your workings.


