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November 2025 Examination
PAPER 1
Personal Taxation
Suggested Answers
Candidates will be given credit for relevant points not on the mark scheme.



1.	Amrita
(a) Taxable income computation – 2024/25
	
	Total
	Non-savings
	Savings
	

	
	£
	£
	£
	

	Employment income (W1)
	71,364
	71,364
	
	W1

	Building society interest
	1,320
	
	1,320
	½

	
	–––––––
	
	
	

	Total income = Net income
	72,684
	
	
	

	Less: Personal allowance
	(12,570)
	(12,570)
	
	½

	[bookmark: _Hlk188697489]
	–––––––
	––––––––
	––––––
	

	Taxable income 
	60,114
	58,794
	1,320
	

	
	=======
	========
	======
	


Income Tax 
	
	£
	
	£
	

	Non-savings – Starter rate
	2,306
	x 19%
	438
	½

	Non-savings – Basic rate 
	12,935
	x 20%
	2,587
	½

	
	–––––––
	
	
	

	(W5)
	15,241
	
	
	

	Non-savings – Intermediate rate
	17,101
	x 21%
	3,591
	½

	
	–––––––
	
	
	

	(W5)
	32,342
	
	
	

	Non-savings – Higher rate
	26,452
	x 42%
	11,110
	½

	
	–––––––
	
	
	

	(W5)
	58,794
	
	
	

	Savings – Savings allowance
	500
	x 0%
	0
	½

	Savings – Higher rate
	 (W5)
	820
	x 40%
	328
	½

	
	–––––––
	
	
	

	
	60,114
	
	
	

	
	=======
	
	–––––––
	

	Income tax liability
	
	
	18,054
	

	
	
	
	=======
	



Workings:
(W1)	Employment income
	
	£
	£
	

	Salary 
	
	54,000
	½

	Benefits:
	
	
	

	Company car benefit
	701
	
	W2

	Use of own car
	3,082
	
	W3

	Living accommodation
	17,901
	
	W4

	Employer’s OPCs
	Exempt
	
	½

	
	–––––––
	21,684
	

	
	
	–––––––
	

	
	
	75,684
	

	Less: Allowable deductions 
	
	
	

	         Amrita’s OPCs (£54,000 x 8%)
	
	(4,320)
	½

	
	
	–––––––
	

	Employment income
	
	71,364
	

	
	
	=======
	



(W2)	Car and fuel benefit
CO2 emissions = 47 g/km, electric range = 85 miles 
[bookmark: _Hlk195625167]Appropriate percentage = 5%                                                                                                     ½
[bookmark: _Hlk195625300]Available from 6.4.24 to 31.8.24 = 5 months of the tax year                                                         ½
Manufacturer’s list price = £38,650 – £5,000 (max employee contribution) = £33,650              ½

Car benefit = £33,650 x 5% x 5/12 = £701                                                                                ½

Tutorial note:
Amburton Ltd only provides fuel for business purposes, so there is no private fuel benefit.
If private fuel had been provided, as it is a hybrid powered car, there would be a taxable benefit for the private petrol supplied. Any private electricity supplied would be an exempt benefit, including (if provided) the provision of an electric charging point.

(W3)	Use of car
Business miles = 16,940 x 60% = 10,164 miles                                                                        ½
	
	£
	£
	

	Amount received = 16,940 x 45p
	
	7,623
	½

	HMRC approved rates
	
	
	

	  10,000  x  45p
	4,500
	
	½

	       164  x  25p
	41
	
	½

	 ––––––
	––––––––
	(4,541)
	

	  10,164
	
	
	

	======
	
	––––––
	

	Taxable benefit
	
	3,082
	

	
	
	======
	


[bookmark: _Hlk195625715]Tutorial note:
Relief is given for business mileage only.
Amrita is therefore taxed on all private miles and the excess received on business miles.
Alternative calculation of the benefit:
	
	
	£
	

	Private miles: 16,940 x 40% x 45p
	
	3,049
	

	Excess on business miles: 164 miles x (45p – 25p)
	
	33
	

	
	
	––––––
	

	Taxable benefit
	
	3,082
	

	
	
	======
	



(W4)	Expensive living accommodation
	
	£
	£
	

	Basic benefit:
	
	
	

	  Annual value
	
	8,580
	½

	[bookmark: _Hlk195780132]Additional yearly rent benefit:
	
	
	

	[bookmark: _Hlk195711061]  Cost of house (1 May 2018)
	460,500
	
	½

	  Capital improvements up to 5.4.2024
	
	
	

	· Conservatory (February 2019)
	28,750
	
	½

	
	–––––––
	
	

	
	489,250
	
	

	  Less: Limit
	(75,000)
	
	½

	
	–––––––
	
	

	  Excess
	414,250
	
	

	
	=======
	
	

	  Benefit: £414,250 x 2.25%
	
	9,321
	½

	Use of assets (see Note)
	
	0
	½

	Household expenses benefit (see Note)
	
	0
	½

	
	
	–––––––
	

	Total accommodation benefits
	
	17,901
	

	
	
	=======
	


[bookmark: _Hlk195780211]Tutorial note:
As the property is owned by the employer, in addition to the basic annual value benefit, the annual yearly rent benefit needs to be added.
It is based on the ‘Cost’ of the property to the employer, including any capital improvements incurred up to the start of the tax year.
The six-year market value rule is not applicable in this case as Amburton Ltd purchased the property on 1 May 2018. It had therefore not owned the property for more than six years when Amrita moved in on 1 January 2020.
[bookmark: _Hlk195780359]There is no ‘use of assets’ benefit for the provision of furnishings in the house as it is provided unfurnished and Amrita purchased the furnishings herself.
There is no ‘household expenses’ benefit as Amburton Ltd does not pay any of the household bills on behalf of Amrita. She pays for the annual household bills associated with the property herself.
The requirement is to show your treatment of each item, therefore indicating that there is £Nil assessment for the ‘use of assets’ and ‘household expenses’ is mark-worthy.

(W5)	Extended bands (see Note)                                                                                                                 1
Non-savings income for a Scottish taxpayer 
	
	Starter
	Basic
	Intermediate
	Higher
	

	
	£
	£
	£
	£
	

	Bands
	2,306
	13,991
	31,092
	62,430
	

	Add: Gross Gift Aid donation
	
	
	
	
	

	        (£1,000 x 100/80)
	Nil
	1,250
	1,250
	1,250
	

	
	––––––
	––––––
	––––––
	––––––
	

	Extended bands
	2,306
	15,241
	32,342
	63,680
	

	
	======
	======
	======
	======
	


Savings income for a UK taxpayer                                                                                         
	
	
	
	Basic
	Higher
	

	
	
	
	£
	£
	

	Bands
	
	
	37,700
	125,140
	

	Add: Gross Gift Aid donation (above)
	
	1,250
	1,250
	

	
	
	
	––––––
	–––––––
	

	Extended bands
	
	
	38,950
	126,930
	

	
	
	
	======
	=======
	



Tutorial note:
For Scottish taxpayers:
· Non-savings income is taxed at different rates of tax and using different bandings compared with the rest of the UK. However, note that these rates only apply to non-savings income. 
Savings and dividend income are taxed in the same way as the rest of the UK using the UK bandings and rates.
· The non-savings starter rate band is not extended by gross gift aid donations nor personal pension contributions. All other Scottish bands are extended.
· For savings and dividend income the UK bands will also be extended. The usual savings and dividend allowances are available.
For Amrita:
· As her taxable non-savings income is £58,794, her non-savings income will be taxed through the bandings up to (and including) the higher rate band.
· As her taxable income is £60,114, she is a higher rate taxpayer based on the UK bandings. She is therefore entitled to a savings allowance of £500 and the remaining savings income is taxed at 40%.
The full calculations of the extended bands are given here for completeness.
However, to answer the question it is not necessary to calculate the Scottish higher band extension, nor the extension of the UK higher band.
This is because the income is clearly in the middle of the Scottish Intermediate and Higher band, and the savings income is in the middle of the UK Basic and Higher band.

Total: 14 marks
(b) [bookmark: _Hlk195779909]National Insurance Contributions
Taxable benefits:
	
	£
	

	Company car benefit (W2)
	701
	½

	Living accommodation (W4)
	17,901
	½

	Use of own car (see below)
	3,049
	W

	
	–––––––
	

	Taxable benefits for NICs
	21,651
	

	
	=======
	

	Class 1A NICs – paid by Amburton Ltd on taxable benefits
£21,651 x 13.8%
	
2,988
	
½

	
	=======
	

	
	
	


Due date: 22 July 2025 (19 July 2025 if not paid electronically)                                                   ½

	Working: Use of own car for NICs
	
	
£
	

	Amount received (16,940 x 45p)
	
	7,623
	½

	HMRC approved rates for NICs (10,164 x 45p) (see Note)
	
	(4,574)
	½

	
	
	––––––
	

	Taxable benefit for NICs
	
	3,049
	

	
	
	======
	


Tutorial note:
Class 1A NICs are calculated on Amrita’s taxable benefits.
However, when calculating the ‘use of own car’ benefit, the authorised mileage rate does not drop to 25p per mile over 10,000 miles. 
Total: 3 marks
[bookmark: _Hlk195781509]
(c) Living accommodation benefit if job-related accommodation
If job-related accommodation:
[bookmark: _Hlk195781852][bookmark: _Hlk195780971]Amrita’s total taxable living accommodation benefits would be £Nil. (½)
Reasons:
The basic annual value benefit and the additional yearly rent benefit are exempt benefits. (½) 
[bookmark: _Hlk195781862]
Tutorial note:
Employees with job related accommodation are exempt from the basic and annual yearly rent benefits. 
However, they are liable to the ‘use of assets’ and ‘household expenses’ benefits, subject to a maximum total benefit of 10% of employment income (excluding the living accommodation benefit).
[bookmark: _Hlk195780395]In Amrita’s situation, as Amburton Ltd did not provide furnishings nor pay any household bills, there is no ‘use of assets’ or ‘household expenses’ benefits. Accordingly, there is no need to explain the 10% rule and no marks are assigned to this explanation.

Total: 1 mark

Total: 18 marks


2.

(1)

As the cash was given away but Mrs Hubert continues to enjoy the benefit an asset purchased with the cash, (½) under anti-avoidance legislation the pre-owned asset (POA) rules apply. (½) The rules apply because the arrangement does not fall within the ‘gift with reservation’ rules. (½) The effect of the rules is that an annual income tax charge arises on Mrs Hubert in respect of the benefit she obtains from the use of the painting. (½)

For the first and the following four tax years, the charge is based on the value of the painting when gifted in April 2017, but must be revalued after the first five tax years, so its value at 6 April 2022 is used to calculate the charge. (½)

POA charge - Painting 

							
Value at 6 April 2022			 		£145,000 (½) 

Multiplied by HMRC’s official rate of interest		2.25%   (½) 

Annual value						£3,262     

As the annual value is below £5,000, there is no income tax charge in 2024/25.  (½) 

Total: 4 marks

(2)

CGT computation:			£

Gain on cash element (W1)		68,495

Deferred gain on QCB element (W1)	  7,252

Chargeable gains			75,747		(½)
Less: Annual exempt amount		(3,000)		(½) 
				72,747
Less: Losses brought forward		(16,000)             (½) 
Taxable gains				 56,747                

CGT:
£5,270 (W2) @ 10% (½)   		     527
£51,477 @ 20% (½) 			10,295
Total CGT due				10,822                 




Workings
(W1) XYZ plc takeover

Total consideration received:
					£

Cash					85,000

£15,000 loan stock XYZ plc		18,000 

Total consideration received		103,000


Cost = A/(A+B) x cost of original shares in ABC Ltd
Cost of cash = £20,000 x ((85,000 / (85,000 + 18,000)) = £16,505 (2) See Tutorial note
 
Cost of QCBs = £20,000 x ((18,000 / (18,000 + 85,000)) = £3,495 (2) 

Tutorial note - (1/2) mark each for correct values for each number used in the calculation.

Gain on cash element:

					£
Proceeds				85,000		(½) 
Less: Cost 				(16,505)	(½) 
Chargeable gain			68,495
	
Gain on QCB element:

					£
Proceeds				18,000		(½)
Less: Cost 				(3,495)		(½)
Gain at takeover			14,505

Note

As the loan stock is a QCB, the value of the QCBs received on takeover is treated as cash and a gain is calculated (½), however, the gain is deferred until the QCBs are disposed of. (½)

As half the loan stock is sold in September 2024, half the deferred gain (£14,505 / 2 = £7,252) becomes chargeable (½). As QCBs are exempt assets for capital gains tax purposes, the increase in value of the QCBs between the takeover and the sale is ignored. (½)


 


(W2)

					£
Pension income				45,000            (½) 

Less: Personal allowance		(12,570)          (½) 

Taxable income				32,430            


Basic rate band				37,700            (½) 

Less: Taxable income			(32,430)          (½) 

Unused basic rate band			5,270             




Max 12 marks

Total: 16 marks

3.
[bookmark: _Hlk195556752](1) As Marta has been UK tax resident in one of the three tax years immediately preceding 2024/25 (½), she potentially has a maximum of five (½) ties.
UK resident family 
Louisa, being a UK tax resident minor (½), would normally represent a family tie (½).  However, this will not be the case if she is only in the UK due to being here in full-time education (½) and she spends 20 or fewer days in the UK outside of term-time (½). As Louisa spent a month in Cornwall over the summer of 2024 (½), she will not have met this condition (½). 
Despite not meeting the conditions for this exemption, Louisa will not create the family tie for Marta if Marta sees her in the UK on fewer than 61 days (½). Louisa stayed with Marta most weekends during term time (½) but it is unclear whether that would amount to 61 or more days in the tax year (½). 
It is therefore uncertain whether Marta has this tie (½). 
Substantive employment
Forty or more days (½), on which Marta does more than three hours of work in the UK (½), would represent a tie. Although Marta may have at least forty workdays through her volunteering activities, the legislation specifically states that volunteering does not count as employment for these purposes (½). 
Marta therefore does not have this tie (½).
Available accommodation
Marta has this tie (½) as her two-year lease (½) means that she has place to live in the UK which is available for a continuous period of at least 91 days (½) and she clearly has spent at least one night there during the year (½).
90-day test 
She will have this tie if she was present in the UK for more than 90 days (½) in either of the previous two tax years (½).
Marta was in the UK for more than 182 days during 2023/24 and therefore she has this tie (½).
Present in the UK more than in any other single country 
Marta was in two other countries for around 107 or 108 days each during 2024/25 (½) and so has been in the UK more than in any other single country during 2024/25 (½) and therefore has this tie (½).
(Max 12 marks)

(2) The impact of Marta’s residence status on her UK tax exposure is:

	Source of Income / Gain
	UK tax resident
	Non-UK tax resident

	
UK commercial rental property








	
Subject to tax on net rental income (½).





Subject to CGT on gain since acquisition (½).
	
Subject to tax on net rental income (½); requirement for basic rate tax to be deducted at source (½) unless approved for the non-resident landlord scheme (½).

Subject to CGT on gain since 6/4/19 (½), but could elect to be subject to CGT using the original cost if beneficial (½).


	
Ruritanian residential rental property
	
Subject to tax on net rental income (½).

	
No exposure to UK tax (½).

	
Utopian bank account
	
Subject to UK tax (½).
	
No exposure to UK tax (½).


	
UK dividends
	
Subject to UK tax (½).
	
Subject to UK tax (½).




(Max 6 marks)

Total: 18 marks

4.

1)

Gross property income does not exceed £150,000 for the tax year, so the cash basis is the default method of calculation.  (½) 

Grant of the 25 year head-lease 

The grant of a short lease is partly chargeable to income tax and partly to CGT. (½) The amount of the premium chargeable to income tax as property income on the landlord is calculated as follows: 

					£
Premium received			65,000	  (½)	

Less: 2% x £65,000 x (25 – 1) (1½) 	(31,200)

Property income			33,800    (½) 


Grant of the five year sub-lease 

As Amal granted a short sub-lease, he receives a deduction for the income part of the original premium he paid on the grant of the head-lease. (½) 

					£
Premium received			14,000	(½)

Less: 2% x £14,000 x (5 – 1) (1½) 	(1,120)

					12,880
Less:
Deduction for original premium paid
£33,800 x 5/25 (1)			(6,760)

Property income			6,120    (½) 



Monthly rent = £250

6 October 2024 to 6 March 2025 = 6 months (½) 

Property income = £250 x 6 = £1,500 (½) 


House
					£
Rent (£1,800 x 10) (N1)			18,000 (½) 
Less:  Allowable expenses
New bath (N3)				(500)    (½)
Council tax				(2,000) (½) 
Property income			15,500

(N1)
Under the cash basis, as the rent due in January and February 2025 was not received until September 2025, it is not property income of 2024/25, but will be included in 2025/26. (½)

(N2)
Council tax paid by Amal is an allowable expense as it is incurred ‘wholly and exclusively’ (½) for the letting business. 

(N3)
The bath is attached to the building so it is a fixture.  (½)  The replacement is therefore treated as a repair to the building and is an allowable expense. (½) 


(N4)
The cost of the new garage is not allowable. (½)  It is a capital cost not a revenue expense because it is an enhancement of a capital asset. (½) 

Total taxable property income
					£
Commercial property: £(6,120 + 1,500)	7,620

House					15,500

Taxable property income 2024/25	23,120    (½) 

Max 13 marks


2)
In line with PRPG you should carefully consider whether to confirm the information provided to Amal in writing. (1)
This will allow him the opportunity to correct any mistaken assumptions (1) and to have a written record of the advice given. (1) 

3 marks 

Total: 16 marks


5.
Both Thomas and Alice meet the BADR eligibility condition that they are employed by Moonth Ltd (½) for at least two years (½) prior to the September 2024 disposal.
Thomas
The subscription by Kathy in May 2023 reduces Thomas’s shareholding (½) from 5.5% to 4.4%. 
Before: 5,500/100,000 = 5.5% (½)
After: 5,500/125,000 = 4.4% (½)
He therefore does not qualify for BADR on the disposal in September 2024 (½) as his shareholding is less than the required 5% (½). However, he can elect to make a deemed disposal and reacquisition of his shareholding at the time that his shareholding fell below 5% in 2023/24 (½). He still has time to make this election as the deadline is 31 January 2026 (½).
	
	
	£

	Deemed proceeds
	5,500 x £100
	550,000  (½)

	Cost
	5,500 x £2
	(11,000) (½)

	Gain on deemed disposal
	
	539,000

	
	
	


Thomas can make a further election to defer the gain until the Moonth Ltd shares are sold in 2024/25 (½). 



In 2024/25, when the Moonth Ltd shares are sold, Thomas’s CGT liability is:
	[bookmark: _Hlk196159365]
	
	Gain qualifying for BADR
	Gain not qualifying for BADR

	
	£
	£
	£

	Deferred gain - £539,000 (½)
	
	400,000
	139,000

	
	
	
	

	Proceeds on disposal
	
	
	

	4.4% x £18m (½)
	792,000
	
	

	Cost – from deemed disposal calculation (½)
	(550,000)
	
	

	
	
	
	242,000

	Chargeable gains
	
	400,000
	381,000

	Less: Annual exempt amount (1) – mark given here OR to Alice, not both. [½ for giving AE, ½ for giving vs non-BADR gain] 
	
	-  
	(3,000)

	Taxable gains
	
	400,000
	378,000

	[bookmark: _Hlk196160680]Taxed at (1) – mark given here OR to Alice, not both
	
	10%
	20%

	CGT liability (total £115,600)
	
	40,000
	75,600

	
	
	
	


Alice
The subscription by Kathy in May 2023 does not reduce Alice’s shareholding below 5% and so there is no need for Alice to elect for a deemed disposal in 2023/24 (½).
	Alice’s CGT liability in 2024/25 is:
	
	Gain qualifying for BADR
	Gain not qualifying for BADR

	
	£
	£
	£

	Moonth Ltd shares
	
	
	

	Proceeds on disposal
	
	
	

	7,000/125,000 x £18m (½)
	1,008,000
	
	

	Cost – 7,000 x £3 (½)
	(21,000)
	
	

	
	
	987,000
	

	Lease
	
	
	

	Proceeds (½)
	225,000
	
	

	Less: legal fees (½)
	(2,000)
	
	

	Net proceeds
	223,000
	
	

	Cost
	
	
	

	A/A+B x (145,000 (½) + £15,000 (½))
	(144,000)
	
	

	A = 225,000 (½)
	
	
	79,000

	B = 25,000 (½)
	
	
	

	
	
	
	

	Painting
	
	
	

	Proceeds – deemed (½) 
	6,000
	
	

	Commission - 5% x £3,500 (½)
	(175)
	
	

	Cost (½)
	(20,000)
	
	

	
	
	
	(14,175) (½)

	Chargeable gains 
	
	987,000
	64,825

	Annual exempt amount (1) – mark given here OR to Thomas, not both [½ for giving AE, ½ for giving vs, non-BADR gain]
	
	-  
	(3,000)

	Taxable gains
	
	987,000
	61,825

	Taxed at (1) – mark given here OR to Thomas, not both
	
	10%
	20%

	CGT liability (total £111,065)
	
	98,700
	12,365


(Max 15 marks)
6.	Presentation to audit colleagues: Case Study – Rowland
As Rowland is a high earner and makes substantial pension contributions in 2024/25, the following steps/issues should be considered:
(1) Annual allowance charge 2024/25 – Approach 
· We need to assess whether Rowland will have an annual allowance charge.
This will be calculated at 45% (i.e. additional rate as Rowland an ART) (½) on the excess of the total gross contributions made by both Rowland and his employer (½) into his pension scheme above the annual allowance (AA) available. (½)
· Rowland obtains relief for his contributions at source (RAS) which means that he pays his personal pension contributions (PPCs) net of basic rate tax. (½) 
Accordingly, his gross PPCs paid will be £52,500 (£3,500 x 12 x 100/80). (½)
· ABC plc’s contributions into the scheme are paid gross. (½)
· The total gross contributions made into Rowland’s pension scheme each tax year is therefore £107,500 (£52,500 Rowland + £55,000 ABC plc). (½)
· The AA available is the AA for 2024/25 plus any unused AA for the previous three tax years. (½)
· The AA for each year will be reduced if his ‘threshold income’ exceeds £200,000 (½) and his ‘adjusted income’ exceeds £260,000. (½)
· The ‘threshold income’ is the individual’s net income for tax purposes less the gross amount of any pension contributions for which basic rate tax relief has been given at source (i.e. the individual’s gross PPCs). (½)
For Rowland, this is less than £200,000 in the previous three tax years. (½)
Therefore, the unused AA for 2021/22 and 2022/23 will be £Nil (£40,000 – £107,500). (½)
For 2023/24, the unused AA will also be £Nil (£60,000 – £107,500). (½)
· The ‘threshold income’ for 2024/25 will be £203,500 (£256,000 – £52,500) in 2024/25 which exceeds £200,000. (½)
· The ‘adjusted income’ is net income for tax purposes plus gross contributions made by Rowland’s employer into his pension scheme. (½) 
Therefore for 2024/25, Rowland’s adjusted income is £311,000 (£256,000 + £55,000). (½)  
As this exceeds £260,000, Rowland’s AA for 2024/25 will be reduced to £34,500 (£60,000 (½) – (£311,000 – £260,000) x 50%). (½)
· Accordingly, the total AA available for Rowland in 2024/25 is £34,500 (£34,500 for 2024/25 + £Nil unused AA brought forward from the previous three years). (½)
· The annual allowance charge is calculated at 45% on the excess total gross pension contributions above the AA available, which will be £32,850 ((£107,500 – £34,500) x 45%) (½)

	Max 8 marks

(2) 	Rowland’s income tax liability computation – Approach 
· Employer contributions into any pension scheme are an exempt benefit for the employee. (½)
· [bookmark: _Hlk196223343]Therefore Rowland’s employment income is just his £256,000 salary, which is his only source of taxable income and from which we must deduct any personal allowance (PA). (½) 
· To calculate his PA, we must consider his adjusted net income (ANI), which is his net income for tax purposes (i.e. his employment income) less his gross pension relief available. (½)
· His gross pension relief available is the lower of: (½)
(i) gross pension contributions paid by Rowland, and (½)
(ii) the higher (½) of: 
£3,600 or (½)
100% of his relevant earnings. (½)
· Rowland’s gross pension contributions are lower than his relevant earnings (i.e. employment income) of £256,000, therefore he can get relief for his gross contributions of £52,500. (½)
· Accordingly, his PA will be reduced to £Nil (½) as his ANI exceeds £125,140 ((£256,000 – £52,500) = £203,500). (½)
· His taxable income is therefore £256,000. (½)
· When calculating his income tax liability on his taxable income, his basic rate band (BRB) and higher rate band (HRB) must be extended by his gross pension relief available (½) to obtain higher rate and additional rate relief for the contributions. (½)
· His extended BRB will be £90,200 (£37,700 + £52,500) (½) and his extended HRB will be £177,640 (£125,140 + £52,500). (½) 
Rowland is therefore an additional rate taxpayer (ART). (½)
· His income tax liability is calculated at 20% on his taxable income up to his extended BRB (½), 40% on his taxable income up to his extended HRB (½), and 45% on his remaining taxable income. (½)
· The annual allowance charge of £32,850 is then added to obtain Rowland’s income tax liability. (½) 
	Max 7 marks
Tutorial note:
Adjusted income is net income for tax purposes plus:
· any pension contributions for which the employee has received relief as a deduction in arriving at employment income (i.e. contributions into an occupational scheme under a net pay arrangement), and
· any pension contributions paid by employer (into either an occupational or personal pension scheme).
As Rowland only makes personal pension contributions and he is not a member of ABC plc’s occupational pension scheme, Rowland’s contributions are not added in the calculation of adjusted income. 
There is no need to mention information which is not relevant to the Case Study situation.

[bookmark: _Hlk210991260]	Total: 15 marks
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