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Question 1 

As of April 2015, UK income tax applied at the following rates (assume that this table contains all the 
information needed to answer the question):1 

Standard personal allowance (0%) £0 - £10,600 

Basic rate (20%) £10,601 - £31,785  

Higher rate (40%) £31,786 - £150,000 

Additional rate (45%) £150,000 + 

 

Complete the table below: 

Job Salary Tax obligation Proportion of 
income paid in tax 

Bar staff £12,000   

Trainee manager, 
McDonalds 

£18,500   

Recent graduate, 
ESCP 

£33,200   

CEO, HSBC £7.4m   

 

  

Question 2 

An economics lecturer is invited to provide a day of teaching in Bulgaria, for a fee of £700. Although 
the flights will be paid for he will incur £65 of out of pocket travel expenses. Generally speaking, he 
feels that he needs to be able to earn £500 to compensate for being away from home overnight.  

a. Assuming that this income would incur a 40% tax rate, will he take the job? 
b. What would the tax rate need to be for him to take the job? 
c. How much tax revenue is generated in both cases? 

 

																																																								
* Prof. Anthony J. Evans prepared this note for the purpose of aiding classroom discussion. Data 
sources are available in a separate solution. © Anthony J. Evans 2020. 
 
1 It is slightly more complicated than this, due to the fact that once income reaches a certain level the 
personal allowance is removed. This actually means that any income earned between £100,000 and 
£125,000 is effectively taxed at 60%! However, you should ignore this for your analysis. 
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Question 3 

 
 
Consider this photo of a residential building in Hackney, North London. Try to guess what tax was 
levied in the 18th century that influenced its construction. 
 

 

Question 4 

Match each description to the correct term. 

Failing to report income  Tax avoidance (gaming) 

Investing in a tax-free Junior 
ISA 

 Tax avoidance (planning) 

Establishing a shell company to 
take ownership of image rights 
for which you pay a fee to use 

 Tax evasion 

Moving operations to a country 
with a lower tax rate 

 Working less 

Turning down work 
opportunities 

 Emigrating 

 

 


