
Identify three types  
of capital allowances. 

• Annual investment allowance

• First year allowance

• Writing down allowance

Are machine repair costs classified  
as revenue or capital expenditure? 

Revenue.

Who is liable to pay  
Class 4 NI contributions? 

A sole trader who earns profits above the annual threshold.

What is the basis period 
for new partners? 

For income tax purposes, partners are assessed for tax 
individually like sole traders. This means that a new partner’s 

basis period is calculated in exactly the same way as for  
a sole trader who has just started their own business.
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Is depreciation an allowable expense?

No, it is not allowable. Capital allowances are used to  
gain relief for money spent on non-current assets.

What are the matching rules 
for the disposal of shares? 

Same day, then in the nine days before the disposal,  
and finally against any remaining shares in the pool.

Does a sole trader business  
have to claim capital allowances? 

No. Low profits may mean that future writing down capital 
allowances will be wasted if capital allowances are used  
to reduce tax in the current year instead of fully utilising  

the sole trader’s personal allowance.

What is rollover relief? 

A delay of paying Capital Gains Tax if you dispose of business 
assets and use all or part of the proceeds to buy new assets.

When a business ceases to trade, 
what happens to overlap profits? 

Deducted from the tax due in the final tax year.

What are the initial penalties  
for late completion of  

self-assessment tax returns?

£100 plus £10 per day after three months up  
to £900. After six months, an additional 5% of  

unpaid tax or £300, whichever is greater.


