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PERSONAL TAXATION
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You are required to answer all questions in Part | and any three out of five questions in
Part Il (printed separately).

Part |

You must write your answers in this booklet using the space provided under each
question and complete your candidate number at the top of this page.

Each question carries two marks. It is expected that your answers will be in brief bullet point
format or summary computations. It is not expected that you will require all of the space
provided.



1. Mandy is 34. Her only following sources of income for 2004/05 were:

£
Earnings from part-time employment 3,200
Building society deposit account interest (net) 800
Dividends from UK companies 900

You are required to show your calculation of the Income Tax repayment due to
Mandy for 2004/05.
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2. Jose is UK resident but non-UK domiciled. He lets his house in Spain and all rental
income after deduction of expenses is paid into a Spanish bank account. The income
received and remitted to the UK is as follows:

2003/04  2004/05

£ £
Net income received 14,000 15,000
Income remitted 10,000 18,000

You are required to show the amounts of rental income chargeable to Income Tax
for 2003/04 and 2004/05.
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3. On 5 October 2004, Tim started employment with Candyfloss Ltd on an annual salary
of £25,000. On that date he was provided with a car for private and business use which
was first registered on 1 February 2003 and had a list price when new of £18,000. The
car has emissions of 145g/km (petrol) and on 1 October 2004, before starting his new
job, Tim paid his employer £1,000 to have a new sound system fitted in the car.

No fuel is provided for private use.

You are required to show the amount assessable in respect of the provision of
the car for 2004/05.
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4, Claire Hill was 56 on 14 March 2005. Her employer does not have a pension scheme
so she has decided to start a personal pension plan and wishes to make an initial
payment and claim tax relief for 2004/05. Her earnings for the last three years are:

£
2002/03 55,000
2003/04 45,000
2004/05 50,000

You are required to show the maximum amount of premium which can be paid
for relief in 2004/05.
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5. On 20 May 2005 Michael notified the Inland Revenue that he had a new source of
income for 2004/05 and would therefore be required to complete a tax return form for
that year. The return was issued on 19 December 2005.

You are required to state the due date for filing and the date from which interest
will be calculated on any payment due assuming that Michael does not calculate
his own tax liability.
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6. Nathan is 34 and is registered blind. He had the following sources of income for

2004/05:
£
Employment 8,500
Job-seekers allowance 525
Housing benefit 650

You are required to show your calculation of net income chargeable for 2004/05.
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7. On 5 August 2004 Walter Bigg died at the age of 94. He had been a widower for many
years and had the following sources of income to the date of death:

Gross Tax deducted
£ £
State pension 2,000 -
Bank interest 1,500 300
Pension from former employer 4,000 641

You are required to show the tax repayment for 2004/05 due to his Estate.
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8. Daniel (aged 58) is divorced and has sole custody of his 13 year old son, Peter.

Daniel's earnings from full-time employment for 2004/05 were £13,500 and he also
received £5,000 pension from his former employer.

You are required to show your calculation of Daniel’s entitlement to child tax
credit and working tax credit for 2004/05.
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9. Jodi is 14 and during 2004/05 received £7,200 (net) from his grandfather’s discretionary
trust.

You are required to show your calculation of the amount of Income Tax repayable
for 2004/05.
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10.

Lateagain Ltd had to complete PAYE records for 64 employees during 2004/05.
Unfortunately, the accountant was late preparing the end of year returns and the form
P35 together with forms P14 for 2004/05 were not submitted until 4 September 2005.

You are required to show the amount of penalties chargeable for late filing of the
form P35 for 2004/05.
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11.

Martha is an employee of Remmer Ltd. Under a scheme open to all employees, on
6 April 2004 the company purchased computer equipment for £3,250 which was
installed in Martha’s home and used for both private and business use.

You are required to show the amount assessable in respect of the provision of
computer equipment for 2004/05.
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12. Ellen is 68 and during 2004/05 realised chargeable gains after taper relief of £18,500.
She had no sources of income for that year.

You are required to calculate the Capital Gains Tax payable for 2004/05.
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13.

In May 2004, Richard sold shares realising a gain of £15,000. In September 2004 he
sustained a loss of £4,000 on shares in a company which went into liquidation.

Richard had capital losses brought forward at 6 April 2004 of £5,000.

You are required to show your computation of the amount of capital losses
carried forward at 5 April 2005.
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14. In January 2005, Margaret sold a chargeable business asset to her son for £20,000. Its
open market value at that date was agreed at £30,000. Margaret had purchased the
asset for £15,000 in July 2004 and used it in her business throughout her period of
ownership. Margaret and her son intend to make an election for the gain to be held over
under TCGA 1992 s.165.

You are required to show your calculation of the capital gains cost of the asset
acquired by Margaret’s son.
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15.

In August 2004, William sold a painting for £100,000 which he had purchased in
March 2000 for £65,000. He made no other capital transactions in the year and had no

capital losses brought forward.

You are required to show the net chargeable gain for 2004/05 before annual
exemption.
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16.

In October 2004, Callum sold 5,000 shares in Littlesister plc at £5 per share. His
transactions in the shares had been as follows:

November 1985 - purchase 1,000 shares at £2 per share.
May 2000 - purchase 3,000 shares at £3 per share.
December 2002 - take up rights issue of 1 for 1 at £2.50 per share.

You are required to show the cost before indexation of the shares sold in
2004/05.
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17.

In November 2004, Kathy sold a house for £300,000 which she had purchased in
November 1990 for £100,000. It had been her principal private residence until her
marriage in November 1995 and was then left empty.

You are required to show the amount chargeable to Capital Gains Tax for 2004/05
before taper relief and annual exemption.
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18. In June 2004, Clive gave £4,000 to his son on the occasion of his son’'s second
marriage and £2,000 to his son’s new wife. He also gave £300 to each of his four
grandchildren.

He had also made previous gifts of £3,000 in May 2003 and May 2004.
Clive died in January 2005.

You are required to show the value of the gifts made in 2004/05 to be taken into
account in determining the value of Clive’s estate for Inheritance Tax purposes.
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19. Hugh died on 5 June 2004. At the date of death he owned the following assets:

i) 1,000 shares in Melon Ltd, a family trading company, which he had owned for 15
years. His shareholding represented 10% of the share capital and is valued at
£30 per share. Hugh did not work for the company.

i) Factory premises which he had owned for 12 years and rented to Melon Ltd
throughout his period of ownership at a full commercial rent. Its open market
value is £200,000.

Hugh has made gifts each year to utilise his annual exemptions.

You are required to show the value for Inheritance Tax purposes of the assets to
be included in Hugh’s Estate.
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20. Connor has made the following gifts:

August 1997, £20,000 to his niece.
May 2000, £26,000 to his granddaughter.

In February 2005 Connor died.

You are required to show the value for Inheritance Tax purposes of the assets to
be included in Connor’s Estate.
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