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Task 1

(a) Ultimately, VAT is a tax that is paid by which of the following?

Choose one of the following options.

(a)      The manufacturer of the goods

(b)      The wholesaler of the goods

(c)      The retailer of the goods

(d)      The final consumer of the goods

(b) Percy owns a newsagent and is considering applying to operate the cash accounting scheme for
VAT.

Complete the following statement by selecting one option.

To find out more information about the cash accounting scheme for VAT, Percy should first of all …

(a)      ... call HMRC on the General Enquiries helpline.                   

(b)      ... write to HMRC                                                                     

(c)      … look at the HMRC website.                                                 

(c) A business reached the VAT registration threshold three months ago but did not register for VAT.
Since that date it has invoiced customers £21,240 for standard-rated taxable supplies.

(1)      How much must the business pay to HMRC in respect of output tax for the period that it was
not registered?

           £

(2)      In these circumstances the customers not are required to reimburse the business for the
VAT that they have paid to HMRC for these sales.

           True / False

(d) Decide if the following statement is true or false.

‘Sole traders who are registered for VAT do not have to register for Making Tax Digital.’

True / False
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Task 2

(a)     In which of the following circumstances is a VAT invoice not needed? Choose one answer.

(a)      Where a business only supplies goods which are zero-rated

(b)      Where the seller is a retailer

(c)      For businesses registered for cash accounting

(d)      Where a business has been registered for VAT for less than three months
and has not prepared a VAT Return

(b)     In which of the following circumstances can a simplified VAT invoice be issued?

         Choose one answer.

(a)      Where the invoice is for less than £250 including VAT

(b)      Where the invoice is for less than £250 excluding VAT

(c)      Where the invoice is for less than £500 including VAT

(d)      Where the invoice is for less than £500 excluding VAT

(c) A business supplies goods that are a mixture of standard-rated and VAT-exempt. Which of the
following statements is true? Choose one answer.

(a)      All of the input VAT can be reclaimed as the business supplies some
standard-rated goods

(b)      None of the input VAT can be reclaimed as the business supplies some VAT-
exempt goods

(c)      All of the input VAT can be reclaimed providing certain (de minimis)
conditions are met

(d) A customer orders goods from a VAT registered business on 10 May. The goods are delivered to the
customer on 13 May. A VAT invoice is raised by the business on 30 May which the customer pays
on 7 June. What is the tax point? Choose one answer.

(a)      10 May

(b)      13 May 

(c)      30 May 

(d)      7 June 
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Task 3

(a) Which of the following businesses is not eligible for the annual accounting scheme? Choose one
answer.

                                                                                                                                                Not Eligible

                                                                                                                                                             

(a) A business with a taxable turnover of £1.6 million at the time it wishes
to register for the annual accounting scheme

(b) A business with a taxable turnover of £1.6 million which is already
registered for the cash accounting scheme

(c) A business with a turnover of £1.3 million which is already registered
under the flat-rate accounting scheme

(b) Choose one reason why a business might find it beneficial to register for the cash accounting
scheme.

(a) The business receives most of its payments from customers when the
goods are delivered and pays its suppliers on credit

(b) The business pays its suppliers when the goods are delivered and
supplies to its customers on credit

(c) The business trades with its customers and suppliers solely in cash

(d) The business only wishes to file one VAT Return each year

(c) What is the turnover limit (for taxable supplies) for eligibility to join the flat-rate accounting scheme?
Choose one option.

(a) Estimated turnover for the next 12 months of not more than £150,000
including VAT

(b) Estimated turnover for the next 12 months of not more than £150,000
excluding VAT
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(d) Under the rules relating to bad debt relief businesses are permitted to claim back VAT which has
been charged to a credit customer provided certain conditions are met. For each of the following
scenarios select Yes or No in the right hand box to show whether the seller can reclaim the output
VAT on the VAT Return for the quarter ended 30 September. The seller’s terms are 30 days net. 

  Description                                                                                                            Reclaim output VAT?

(a)   An amount of £487 owed to the seller on an invoice dated 15 April which
has been written off in the seller’s accounts

(b)   An amount of £364 owed to the seller on an invoice dated 25 February
which has been written off in the seller’s accounts

(c)   An amount of £1,120 owed to the seller on an invoice dated 28 February
for which the seller has made a provision for bad debt but has not yet
written off

(d)   An amount of £731 owed to the seller on an invoice dated 8 May  for which
the seller has made a provision for bad debt but has not yet written off
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Yes / No

Yes / No

Yes / No

Yes / No



Task 4

(a) A business has made an error on a previous VAT Return. In what circumstances must the business
make a voluntary disclosure of the error to HMRC on a form VAT 652? Choose one option.

(a) If the net error is more than £5,000 or 1% of the seller’s quarterly
turnover

(b) If the net error is more than £10,000 or 1% of the seller’s quarterly
turnover

(c) All errors on previous VAT Returns must be included on a VAT 652 form

(d) Only if the error results in an additional payment of VAT to HMRC

(b) Misha is completing the VAT return for her business for the quarter ended 31 May. She has noticed
that she has entered a purchase invoice for £360 plus standard rate VAT as a sales invoice.

She must make the necessary adjustment for this in the VAT Return. What effect will this
adjustment have on the net VAT figure for the quarter ended 31 May. Choose one option.

(a) The net VAT will decrease by £72

(b) The net VAT will increase by £72

(c) The net VAT will decrease by £144

(d) The net VAT will increase by £144

                      

(c) Charles has recently purchased a new computer for his son to take to university. He has asked the
accountant to process the invoice for the computer through the business’s accounts and reclaim
the VAT in the usual way. 

Which of the following is the ethical approach for the accountant to take in this situation? Choose
one option.

(a) Explain to Charles that as this is personal expenditure it is disallowed
for VAT so the VAT cannot be reclaimed

(b) Resign as Charles’s accountant immediately

(c) Immediately report Charles to HMRC

(d) Fileum Ltd submitted its VAT Return a month late due to a failure in its computer systems. This is
the first time that Fileum Ltd has submitted its VAT Return late.  In this situation the business will
not be subject to a default surcharge.

True / False
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Task 5

(a) You have issued a credit note for standard-rated supplies to one of your customers. What effect will
this have on the amount of VAT due to HMRC? Choose one answer.

(a) The amount payable will increase

(b) The amount payable will decrease

(c) The amount payable will not be affected

(b) A business that provides catering services makes a taxable supply at the standard rate of 20%. The
list price of the supply is £1,220. A trade discount of 12% is applied if a customer spends over
£1,000 excluding VAT. What is the correct amount of VAT to be charged on the invoice?
Choose one answer.

(a) £244.00

(b) £214.72

(c) £203.33

(d) £178.93

(c) You work in the Accounts Department of a local building firm. You are processing some receipts for
bills that have been paid in cash. One receipt for printer ink cartridges does not have the VAT shown
separately on the receipt. The total amount paid for the two ink cartridges that were purchased was
£62.04. The current rate of VAT is 20%. What is the correct amount of VAT included in the gross
amount? Choose one answer.

(a) £10.34

(b) £12.40

(c) £12.41

(d) £51.70
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Task 6
This task is about preparing figures for a business’s VAT Return for the quarter ended 30 September.
The standard rate of VAT is 20%.
The following accounts have been extracted from the business’s ledgers:

Purchases account

Date       Reference                              Debit      Date          Reference                                        Credit
                                                                      £                                                                                         £
01/07 to Purchases day book                              30/09        Balance c/d                              321,758.96
30/09      – UK purchases             274,588.33                        
01/07 to Purchases day book
30/09      – zero rated imports       47,170.63                                                                                            
               Total                               321,758.96                        Total                                          321,758.96

VAT account

Date       Reference                              Debit      Date          Reference                                        Credit
                                                                      £                                                                                         £
01/07 to  Purchases day book                             01/07 to    Sales day book
30/09      – UK purchases              54,917.66      30/09        – UK sales                                 30,705.57
                                                                              01/07 to    Cash book 
                                                                              30/09        – UK sales                                    2,057.17

You are told that in the VAT Return for the quarter ended 30/06 the input tax claimed has been overstated
by £326. This must be adjusted this quarter.
Also bad debt relief on a sales invoice for £4,866 including VAT is to be claimed in this quarter.
(a) Calculate the figure that can be reclaimed for bad debt relief on the VAT Return.

£                                                                   

(b) Calculate the figure for Box 4 of the VAT Return – once any necessary corrections have been made.

£                                                                   

(c) Calculate the figure for Box 7 of the VAT Return – once any necessary corrections have been made
excluding any VAT.

£
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(d) The owner of the business tells you that despite the bad debt being written off there is a possibility
that he might be able to get the customer to pay the money. He says that should this happen it
would be great for the business and there would be no need to tell HMRC.

Which of the following should be your response to the owner of the business?

(a) You’re right this would be good for the business so I agree we should
ignore it

(b) My ethical principles means that I cannot ignore this and we would need
to inform HMRC if you managed to recover the debt from the customer
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Task 7
This task is about completing an online VAT Return for a business for the quarter ended 30 June.
The following accounts have been extracted from the business’s ledgers:

Sales account

Date       Reference                              Debit      Date          Reference                                        Credit
                                                                      £                                                                                         £
30/06      Balance c/d                    585,739.28      01/04-       Sales day book – 
                                                                              30/06       UK sales                                   463,016.58
                                                                              01/04-       Sales day book – 
                                                                              30/06       EU despatches                           61,524.10
                                                                              01/04-       Sales day book – 
                                                                              30/06        non-EU exports                          61,198.60
               Total                               585,739.28                        Total                                          585,739.28

Purchases account

Date       Reference                              Debit      Date          Reference                                        Credit
                                                                      £                                                                                         £
01/04-    Purchases day book –                           01/04-       Balance c/d                              341,702.41
30/06      UK purchases                297,452.41      30/06       
01/04-    Purchases day book –
30/06      zero-rated imports           44,250.00                                                                                            
               Total                               341,702.41                        Total                                          341,702.41

VAT account

Date       Reference                              Debit      Date          Reference                                        Credit
                                                                      £                                                                                         £
01/04-    Purchases day book                             01/04-       Sales day book
30/06      – UK purchases              59,490.48      30/06        – UK sales                                 92,603.31
                                                                              

You are told that standard-rated sales of £6,425 plus VAT were left off the previous VAT Return and have
to be included in this Return.



p r a c t i c e  a s s e s s m e n t  1   1 1

Online VAT Return for period ended 30 June                                                      £

VAT due in this period on sales and other outputs                      Box 1               
VAT due in this period on acquisitions from other                       Box 2               EC Member States

Total VAT due (the sum of boxes 1 and 2)                                  Box 3        

VAT reclaimed in the period on purchases and                           Box 4                
other 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                
Include your box 8 figure. WHOLE POUNDS ONLY

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

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

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

(a)      Enter the relevant figures into the online VAT Return for the quarter ended 30 June. Do not leave
any box blank. 

Calculated
value

Calculated
value

(b)      Calculate the values that will be shown online when you submit the VAT return for the following
boxes. If a repayment is due, use a minus sign in Box 5.

           Total VAT due (the sum of boxes 1 and 2) (Box 3)

           £
           
           Net VAT to be paid to HMRC or reclaimed by you (difference between boxes 2 and 4)  (Box 5)   

           £
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Task 8
You are an Accounting Technician who works for a large garden supplies business that sells to the public
from a number of locations throughout the Midlands. You report to the Finance Manager. He has asked
you to explain how an increase in the rate of VAT would affect the firm and what action the business may
have to take as a consequence.
Today’s date is 29 November.

(a) Prepare a draft email to the Finance Manager providing information about some of the potential
effects and consequences of a change. Choose one option to complete each sentence.

To:          (Accounting Technician/Finance Manager)
From:      (Accounting Technician/Finance Manager)
Date:      29 November

If the rate of VAT increases the business must decide whether the prices we charge to our
customers, which are inclusive of VAT, should change. The rate of VAT included in our sales
prices (must change on the date of the VAT change as specified by HMRC/ must remain
unchanged until the business has to purchase further supplies at the higher rate of VAT/
cannot be changed until after we submit our next VAT Return). 

If the date of the change in VAT rate falls during one of our VAT quarters, our system must (wait
until the beginning of the next VAT quarter before applying the new VAT rate/ apply both
the old and the new rates of VAT during that VAT period depending on the date of each
sales transaction/ apply the new higher rate from the beginning of the VAT quarter during
which the rate changes).

The new rate of VAT must be reflected in the amount of VAT we pay to HMRC (only if we
change our VAT inclusive prices to customers/ whether we change our prices to
customers or not). 
Kind regards

A Technician



(b) The Production Director is keen to purchase an additional machine and has asked you about the
VAT implications of leasing the machine or buying it outright. You are concerned that you do not
have the necessary expertise to help him with this.
How should you respond to the Production Director? Choose one option.

(a) ‘I don’t know the answers but I’ll have a look on the HMRC website and
I should be able to answer your question.’

(b) ‘I don’t know the answer so I cannot advise you without guidance from
the Finance Manager.’

(c) ‘This is very straightforward I’ll have the information you need in the
next half an hour.’
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