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Assessment information
You have 90 minutes to complete this sample assessment.
· This assessment contains 8 tasks, and you should attempt to complete every task.
· Each task is independent. You will not need to refer to your answers to previous tasks.
· The total number of marks for this assessment is 70.
· Read every task carefully to make sure you understand what is required.
· Where the date is relevant, it is given in the task data.
· Never use minus signs or brackets to indicate negative numbers unless task instructions say otherwise.
· You must us a full stop to indicate a decimal point. For example, write 100.57 not 100,57 or 10057.
· You may use a comma to indicate a number in the thousands, but you don’t have to. For example, 10000 and 10,000 are both acceptable
· If your answer requires rounding, apply normal mathematical rounding rules unless the task instructions say otherwise. If your answer is a calculation of VAT and requires rounding, apply the relevant VAT rounding rules.
Assessment tasks
Task 1 (8 marks)
A business reached the VAT registration threshold six months ago but did not register for VAT. It has since charged £42,000 to customers for standard-rated taxable supplies.
(a) (i) Calculate how much the business will have to pay HMRC in respect of output tax for its period of non-registration. The business has chosen to treat the amount charged as VAT- inclusive.
£
4200
(2 marks)
(b) (ii) Identify whether the following statement is true or false.
	Statement
	True
√
	False
√

	The business’s customers must reimburse the business for the output tax now payable to HMRC.
	√
	


(1   mark)
(c) Complete the following statement.
To find out information about registering on a special scheme for VAT, a business should begin by….
	Options
	√

	… calling HMRC on the General Enquiries helpline.
	

	… looking at the HMRC website.
	√

	… writing to HMRC.
	


(2 marks)
(d) Complete the following statement.
Voluntary registration for VAT is available to any business…
	Options
	√

	…with taxable turnover above the registration threshold.
	

	…that makes at least some taxable supplies.
	√


(1 mark)
(e) Select TWO options which correctly complete the following statement.
Under the rules of Making Tax Digital, a business must...
	Options
	√

	… keep VAT records digitally.
	√

	...use software to submit VAT returns.
	√

	...upload sales and purchases transactions to HMRC in real time.
	

	...maintain paper records as back up.
	



(2 marks)
Task 2 (9 marks)
A business makes the following purchase:
· standard-rated goods for £110 plus VAT of £22
· zero-rated goods for £68.
(a) Identify which one of the following amounts must appear on the simplified VAT invoice issued to the business.
	Options
	√

	£22
	

	£68
	

	£110
	

	£200
	√


(2   marks)
A business makes a supply of standard-rated goods for £185 plus VAT of £37.
(b) Identify whether or not the business may issue a simplified invoice for this sale.
	Yes/No
	√

	Yes
	√

	No
	


(1   mark)
A business incurs input tax in relation to its exempt, zero-rated and standard-rated supplies. The input tax that it incurs in relation to its exempt supplies is more than the "de minimis" amount.
(c) Complete the following statement regarding the business’s input tax for this period.
	The business
	Gap 1
	reclaim all of its input tax because it makes
	Gap 2


	Gap 1
	√

	can
	√

	cannot
	


	Gap 2
	√

	exempt supplies that are more than the "de minimis" amount.
	√

	some standard-rated supplies.
	


(3 marks)
A business delivers goods to its customer on 11 February and issues a VAT invoice on 27 February.
(d) Identify the tax point for this supply.
	
	√

	11 February
	

	27 February
	√


(1 mark)
A business despatches goods to its customer on 15 July. It does not have permission from HMRC to issue invoices late.
(e) Complete the following statement.
The maximum number of days the business has to issue a VAT invoice is…
	
	√

	13 days
	

	7 days
	

	14 days
	√

	60 days
	


(1 mark)
Task 3 (5 marks)
A business operates the annual accounting scheme and always has more output tax than input tax. The end of its VAT period is 30 September.
(a) Identify whether each of the following statements is true or false.
	
	True
√
	False
√

	The due date for the VAT return is 31 October.
	√
	

	Businesses that choose to pay VAT monthly must make at least nine VAT payments in any calendar year.
	
	√


(2 marks)
A business operates no special accounting schemes. It invoiced a standard-rated supply of £1,500 plus VAT on 1 February offering one month credit but wrote the debt off on 15 June. All the conditions for claiming bad debt relief have been met by the business.
(b) Identify the earliest opportunity for the business to claim bad debt relief.
	
	√

	In its VAT period ending 31 March.
	

	In its VAT period ending 30 June.
	√

	In its VAT period ending 30 September.
	

	In its VAT period ending 31 December.
	


(2 marks)
A business uses the flat rate VAT scheme for small businesses and is not in its first year of VAT registration. The appropriate flat rate for the business is 11%.
(c) Identify which of the following rates the business must use to calculate VAT on invoices it issues for taxable supplies.
	
	√

	11%
	√

	20%
	


(1 mark)
Task 4 (9 marks)
A business has just discovered it made the following non-deliberate, non-careless errors that affect its previous VAT return:
· VAT of £56 on an invoice to a UK customer was omitted in the accounting records
· VAT of £178 on a credit note to a UK customer was included twice in the accounting records
· the business is permitted to correct the net error on its current VAT return.
(a) Identify which correction the business should make in Box 1 of its current VAT return.
	
	√

	Add £122
	

	Add £234
	√

	Deduct £122
	

	Deduct £234
	


(2 marks)
A large business has a Box 6 figure on its current VAT return of £1,355,000. It has discovered a net error in a previous VAT period of £14,025. It has corrected this error on the current VAT return without separate notification to HMRC.
(b) Identify which of the following will be the consequence for the business.
HMRC will regard this as...
	
	√

	... the correct action so there will be no further consequence.
	√

	... the incorrect action and issue a surcharge liability notice.
	

	... a deliberate error and issue a penalty.
	


(2 marks)
(c) Complete the following statement.
A business’s accountant needs to keep up-to-date with changes in VAT regulations and practice to comply with the ethical principle of…
	
	√

	...objectivity.
	√

	...professional competence.
	√

	...confidentiality.
	√


(2   marks)
(d) State whether each of the following statements about VAT rules and practice is true or false.
	
	True/False

	A business which fails to submit a VAT return may have to pay an amount which HMRC assesses to be due.
	True

	A business which receives a surcharge liability notice issued by HMRC must immediately pay a surcharge to HMRC.
	True


(3   marks)
(e) Complete the following statement:
A business incurs input VAT on the cost of a summer party for its staff and UK customers. It can recover:
 SHAPE  \* MERGEFORMAT 



	
	Gap 1

	None of the input VAT
	

	All of the input VAT
	√

	Some of the input VAT
	


(1 mark)
Task 5 (7 marks)
A business supplies a standard-rated item at a price of £780 excluding VAT. The customer pays within 10 days and takes advantage of a 5% prompt payment discount offered.
(a) Calculate how much output tax the business should include in its VAT account for this supply. Enter the value in pounds sterling, including pence.
£
37.05

(2 marks)
A manufacturer supplies a standard-rated item at a VAT-inclusive price of £520.
(b) Calculate how much output tax the manufacturer should include in its VAT account for this supply. Enter the value in pounds sterling, including pence.
£
26
(2 marks)
A business has recorded a credit note from a supplier showing VAT of £96, when it should have been
£69. Currently, the business’s VAT account shows output tax of £5,490 and input tax of £1,340.
(c) Identify which of the following figures will be shown in the business's VAT account once the error is corrected.
	Options
	√

	Input tax £1,313
	

	Input tax £1,367
	

	Output tax £5,463
	√

	Output tax £5,517
	


(2 marks)
Businesses must maintain a number of accounting records in order to complete a VAT return accurately and on time.
(d) Identify which of the following accounting records is not relevant to completing a VAT return.
	Options
	√

	Sales account
	

	Purchases account
	

	Payroll account
	√


(1 mark)
Task 6 (7 marks)
A business has voluntarily registered for VAT but has not registered for Making Tax Digital. You need to prepare selected figures for its VAT return for the period ended 30 April.
The following accounts have been extracted from the ledgers:
	Sales account
	

	Date
	Reference
	Debit
	Date
	Reference
	Credit

	
	
	
	01/02
– 30/04
	Sales day-book
– UK sales
	7,591.16

	30/04
	Balance c/d
	8,456.37
	01/02
– 30/04
	Sales day-book
– EU despatches
	865.21

	
	
	8,456.37
	
	
	8,456.37


	VAT account
	

	Date
	Reference
	Debit
	Date
	Reference
	Credit

	01/02
– 30/04
	Purchases day- book – UK sales
	1,047.09
	01/02
– 30/04
	Sales day-book
– UK sales
	1,218.23

	
	
	
	01/02
– 30/04
	Purchase returns daybook
– UK purchases returns
	174.28


You discover that during the VAT period the business sold a van for £1,500, including VAT of £250. It recorded the gross sale in the sales account and made no entry in the VAT account.
The business owner tries to persuade you to ignore this matter.
(a) Identify which of the following should be your response to the business owner.
	Options
	√

	If you insist then I will respect your authority and ignore the matter.
	

	Both VAT regulations and my ethical principles mean I cannot ignore the matter.
	√


(1 mark)
The business owner decides that both the sales account and the VAT account need to be corrected.
(b)
(i) Calculate the figure to be included in Box 1 of the VAT return, once any necessary corrections to the ledger accounts have been made.
Enter value in pounds sterling, including pence.
£
(2 marks)
(ii) Calculate the figure to be included in Box 4 of the VAT return, once any necessary corrections to the ledger accounts have been made.
Enter value in pounds sterling, including pence.
£
(2 marks)
(iii) Calculate the figure to be included in Box 6 of the VAT return, once any necessary corrections to the ledger accounts have been made.
Your figure should be in whole pounds only.
£
(2 marks)
Task 7 (17 marks)
A business has voluntarily registered for VAT but has not registered for Making Tax Digital. You need to prepare all the figures for completion of its online VAT return for the period ended 30 June.
	Sales account
	

	Date
	Reference
	Debit
	Date
	Reference
	Credit

	30/06
	Bank c/d
	11,369.14
	01/04 –
30/06
	Sales day-book
– UK sales
	8,916.77

	
	
	
	01/04 –
30/06
	Cash-book
- UK sales
	2,452.37

	
	Total
	11,369.14
	
	Total
	11,369.14


	Purchases account
	

	Date
	Reference
	Debit
	Date
	Reference
	Credit

	01/04 –
30/06
	Purchases day-book – UK sales
	4,974.73
	30/06
	Balance c/d
	6,759.38

	01/04 –
30/06
	Purchases day-book – EU
acquisitions
	1,784.65
	
	
	

	
	Total
	6,759.38
	
	Total
	6,759.38


	VAT account
	

	Date
	Reference
	Debit
	Date
	Reference
	Credit

	01/04 –
30/06
	Purchases day-book – UK sales
	994.94
	01/04 –
30/06
	Sales day-book
– UK sales
	1,783.35

	
	
	
	01/04 –
30/06
	Cash book – UK sales
	490.47


You are told that all the acquisitions were standard-rated goods.
(a) Enter the relevant figures into all available boxes of the online VAT return for the period ended 30 June.
	Online VAT Return for period ended 30 June

	Please note: Enter values in pounds sterling, including pence, for example 1000.00, except where indicated.

	VAT due in this period on sales and other outputs (Box 1)
	

	VAT due in this period on acquisitions from other EC member states (Box 2)
	

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

	VAT reclaimed in the period on purchases and other inputs (including acquisitions from the EC) (Box 4)
	

	Net VAT to be paid to HM Revenue & Customs or reclaimed by you (difference between boxes 3 and 4) (Box 5)
	Calculated value

	Total value of sales and all other outputs excluding any VAT. Include your Box 8 figure. (Box 6)
	

	
	Whole pounds only

	Total value of purchases and all other inputs excluding any VAT. Include your Box 9 figure. (Box 7)
	

	
	Whole pounds only

	Total value of all supplies of goods and related costs, excluding any VAT, to other EC member states.
(Box 8)
	

	
	Whole pounds only

	Total value of all acquisitions of goods and related costs, excluding any VAT, from other EC member states. (Box 9)
	

	
	Whole pounds only


(13 marks)
(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. Enter the values in pounds sterling, including pence.
Total VAT due (the sum of boxes 1 and 2) (Box 3)
 SHAPE  \* MERGEFORMAT 



Net VAT to be paid to HM Revenue & Customs or reclaimed by you (difference between boxes 3 and
4) (Box 5)
 SHAPE  \* MERGEFORMAT 



(4 marks)
Task 8 (8 marks)
You are an Accounting Technician for a business. It does not operate any special accounting schemes and has a direct debit arrangement in place with HMRC for VAT payments.
This is the completed online VAT return for the period ended 30 June.
	Online VAT Return for period ended 30 June
	

	Vat due in this period on sales and other inputs (Box 1)
	652.12

	VAT due in this period on acquisitions from other EC member states
(Box 2)
	0

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

	VAT reclaimed in the period on purchases and other inputs (including
acquisitions from the EC) (Box 4)
	329,89

	Net VAT to be paid to HM Revenue and Customs or reclaimed by you
(difference between boxes 3 and 4) (Box 5)
	Calculated value

	Total value of sales and all other outputs excluding any VAT. Include
your Box 8 figure. (Box 6)
	5,039

	Total value of purchases and all other inputs excluding VAT. Include
your Box 9 figures. (Box 7)
	1,649

	Total value of all supplies of goods and related costs, excluding any
VAT to other EC member states. (Box 8)
	1,778

	Total value of all acquisitions of goods and other related costs, excluding any VAT from other EC member states. (Box 9)
	0


Today’s date is Thursday 16 July.
Bank working days are Monday to Friday. There are no bank holidays in July or the first half of August.
(a) Complete the following email to the Finance Manager of the business. Enter value in pound sterling, including pence.
 SHAPE  \* MERGEFORMAT 



	Option 1
	√

	Payable
	√

	To be reclaimed
	


	Option 2
	√

	to reclaim this amount in due course.
	

	to pay this electronically to arrive no later than Friday 31 July.
	√

	to pay this electronically to arrive no later than Friday 7 August.
	

	for sufficient funds to permit HMRC to direct debit our account on Wednesday 12 August.
	


(5 marks)
The business is considering supplying a new service to business and non-business customers throughout the EU. The Sales Director wants a precise answer today about the exact rate of VAT to charge to all customers.
The Finance Manager is busy so instructs you to reply to the Sales Director. You are concerned that the detail required for the answer is beyond your current expertise.
(b) Identify how you should respond to the Finance Manager’s instruction.
	
	√

	“I think I know the answer so I will advise the Sales Director accordingly.”
	

	“I don’t know the answer, but I will advise the Sales Director that it is always best to charge VAT at 20%.”
	√

	“I don’t know the answer so I cannot advise the Sales Director without guidance from you.”
	


(2 marks)
The business is joining the annual accounting scheme with immediate effect. The Finance Manager has asked you to state the effect of this scheme on the business’s payment or recovery of VAT.
(c) Complete the following statement.
Joining the annual accounting scheme will affect Option 1 VAT is paid or recovered.
	Option 1
	√

	how much
	

	when
	√


(1 mark)
Gap 1








.








To: Finance Manager





From: Accounting Technician Date: Thursday 16 July Subject: Completed VAT return


Please be advised that I have just completed the online VAT return for the period ended 30 June.





The amount of VAT Option1 will be £         











Please arrange Option 2











Kind regards Accounting Technician.










