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--------------ANSWER-4-BELOW---------------
-------------------------------------------

Answer-to-Question-_4_

David can't deduct any of the car's value from his prfotis as this needs to be done via 
capital allowances. 

Careless action like this can bring a maximum penalty of 30%. The minimum penalty 
depends on if it is a prompted disclusre by HMRC or an unprompted disclosure. If it's 
unprompted then you can get away with a 0% penalty whereas if it's prompted by HMRC 
this can go up to 15%. This percentage is calculated on the total lost revenue by HMRC. 

If we were to add the full price of the car back on this would be £31,250 and this would 
have been taxed at the basic rate of 20%.

31,250 x 20% = 6,250 

Therefore the maximum penalty can be 6,250 x 30% = £1,875

-------------------------------------------
--------------ANSWER-4-ABOVE---------------
-------------------------------------------



Institution CIOT - ATT
Course / Session ATT Paper 2 Business Taxation Exam Mode OPEN LAPTOP + NETWORK
Extegrity Exam4 > 24.5.19.0 Section  Page 6of 6

__________________________________________________________________________________________

--------------ANSWER-5-BELOW---------------
-------------------------------------------

Answer-to-Question-_5_

The reason that income earned by Jinan will be treated as trading income is the follwoing: 

Profit seeking motive: We can see that Jinan has a profit seeking motive as she has started 
to upload videos weekly to maintain interest and most imporatantly to increase 
advertitsing revenue showing a profit seeking motive. 

Repetition/frequency: We can see that this is not just a one off video that went viral it is 
clear that this is happening weekly and therefore shows this is a trade and not just a one 
off. 

Similar trading activities: We can see that Jinan also has a beauty salon and this shows 
that the hobby Jinan does it very similar to her trade and benefits her trade so this shows 
it is not an independant hobby and is similar to her trade. 

Financing arangement: We can see that the cost of the website was financed by a bank 
loan and this is not the sort of thing that you would do for a hobby. Get a bank loan is 
something a business is liekly to do especially to set up a websit to sell t-shirts. Therefore 
we can see from the financing arragement it is very cleary a trade. 

-------------------------------------------
--------------ANSWER-5-ABOVE---------------
-------------------------------------------
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--------------ANSWER-6-BELOW---------------
-------------------------------------------

Answer-to-Question-_6_

If Gwyn doesn't agree to the ammendment that HMRC have made regarding her self 
assesment tax return then she can challenge the decision by appealing. Notice of appeals 
must be given in writing within 30 days of the ammendment. THe notice should also give 
grounds for the appeal. 

Therefore within 30 days from the 24 August 2024 Gwyn needs to write a notice of 
appeal to HMRC. 

-------------------------------------------
--------------ANSWER-6-ABOVE---------------
-------------------------------------------
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--------------ANSWER-7-BELOW---------------
-------------------------------------------

Answer-to-Question-_7_

THe tax point for VAT is the first of the following: 

- Date of supply
- Invoice date 
- Date of payment 

1) The date of supply is 20 June 2024
The date of invoice is 8 July 2024
The date of payment is 9 July 2024 

2) Date of supply is 26 June 2024
Date of invice is 13,600 
Date of payment is 30 July 2024

-------------------------------------------
--------------ANSWER-7-ABOVE---------------
-------------------------------------------
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--------------ANSWER-10-BELOW--------------
-------------------------------------------

Answer-to-Question-_10_

Loss rleief claim, offset in current year then go back 12 months then carry forward

-------------------------------------------
--------------ANSWER-10-ABOVE--------------
-------------------------------------------
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--------------ANSWER-11-BELOW--------------
-------------------------------------------

Answer-to-Question-_11_

1) Yes this will be elligible for BADR relief as it has been used in the business for over 2 
years prior to disposal and Nabi has ceased trading. It is also a qualifying business asset. 

2)Yes Nabi will be elligible for BADR relif on this as he is selling aprt of the business 
that he owns over 5% of the shares in and has held them for over 2 year prior to sale, And 
it is an elligible trading partnership.

3) No this would not be elligible as he has not held the shares for over 2 years  

-------------------------------------------
--------------ANSWER-11-ABOVE--------------
-------------------------------------------
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--------------ANSWER-12-BELOW--------------
-------------------------------------------

Answer-to-Question-_12_

Qualifying as a large company 1,500,000 x 8/12 = 1,000,000
Therefore qualifies as a large comapny and needs to pay in installments. 
Accounting period started in August 
    
1st installment - 14th Febuary 2025 - £78,375
2nd installemnt - 14th May 2025 - £78,375
3rd installment - 14th July 2025 - £78,375

3/8 X 209,000 = £78,375 

-------------------------------------------
--------------ANSWER-12-ABOVE--------------
-------------------------------------------
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--------------ANSWER-13-BELOW--------------
-------------------------------------------

Answer-to-Question-_13_

2023/24 - This won't be taxed as it is under the trading allowance threhsold of £1,000 

2024/25 - This exceeds the threshold and is likely to be taxed. Even if Sam were t claim 
the trading allowance he would still be £600 over the limit and would therefore be taxed 
on this at the income tax band rate he is in. 

-------------------------------------------
--------------ANSWER-13-ABOVE--------------
-------------------------------------------
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-------------------------------------------
--------------ANSWER-16-ABOVE--------------
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--------------ANSWER-17-BELOW--------------
-------------------------------------------

Answer-to-Question-_17_

1) The comapny must notify HMRC within 3 months of the start of its first accounting 
period to notify chargeability to corporation tax. An accounting period will begin when it 
becomes within charge of corporation tax so in this cas eit would be 1 August as this is 
when the company began to trade and became within charge to corporation tax as before 
this the comapny has no income as even the bank account does not pay interest. 

2) The comapny will have to pay Class 1 NIC on any employees so this will be on the 
salary it pays to any employees and also any taxable benefits paid to employees. 

Rick as an employee will have to pay CLass 1 NIC on salary and bonuses from the 
business.It is likely that the busiess may pay the NIC contributions for Rick through 
payroll but it depends how this is set up. 

Geri will have to apy class 2 and class 4 NICs as he is self emplyed and these will be base 
don profits that he makes. 

3) The rights you would usually expect are the following:
- Rights to vote
- RIghts to dividends 
- Rights to share in the companys asset liquidation 
- Rights to information

100+ 2,000 = 2,100 £1 Ordianry shares

4) The ethical actions they should take is full disclosure of fees 
- They should also have a written agreement including the upfront fees and other general 
practices of business. 
- THere should be a refund policy if services are not carried out in relation to the written 
agreement or engagement letter. 
- 




