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Question 1 

The first part of this question was a fairly straightforward adjustment to the profit of a sole trader. Most candidates obtained good marks on this part. The main errors were the incorrect add back for a service provided to a sole trader and the adjustments required for a lease. Candidates often added back £1,500 for the provision of the service to Lotte rather than £750 for the cost. Candidates were also sometimes confused about the van and claimed capital allowances and/or added back the entire cost. 

The second part asked for the best loss relief for Lotte based on a loss of £58,000. Candidates needed to select a loss and then apply it to the scenario. Marks were given where whichever loss chosen was correctly applied to the situation. Marks were not given for listing every loss relief without any consideration of the scenario.

In part 3, some candidates picked up that losses, which had been relieved sideways for Income Tax were still carried forward for Class 4 National Insurance purposes. However, candidates could still get marks for the correct calculation of the National Insurance even if the loss point was missed. Some candidates, however, seemed to have problems with calculating the amount subject to 2% in the second year.

For part 4 a few students noted that they didn’t know what the current date is for the purposes of calculating the penalties due. Candidates should always assume that calculations are at the date of the exam, unless told otherwise.

The due date of the return caused problems to some candidates. The penalties were generally well understood, although, again, candidates needed to apply the information to the question to get full marks: for example that the penalty over 6 months would be £300 as there was a loss.

The final part regarding letters of engagement was generally well answered. 

Question 2

VAT on deregistration was generally well understood and the correct liability calculated. Some candidates added on input tax rather than deducted and occasionally incorrectly calculated the VAT element.

The second part was a Capital Gains Tax computation following the cessation of a sole trader business. A few candidates did include Indexation Allowance, despite this not being a company. Many incorrectly included the sale of the fixtures and fittings.

Although a couple of marks were given for the inclusion of business asset disposal relief, for full marks the reason for the relief was needed, applied to the scenario. 

The explanations of the tax and National Insurance contributions for part 3 were mixed. Some candidates didn’t see the word tax and just considered National Insurance. Many candidates forgot the final payments of both Income and Capital Gains Tax for 2024/25 and just discussed the PAYE situation.

Question 3

Candidates seemed to understand the adjustments to be made when moving to the cash basis. However, this was not necessarily followed through into the calculations of the profit. Structures and buildings allowance caused the most problems, with candidates saying that SBA could no longer be claimed, but then either claiming 3% or the balance on the pool. Some candidates also continued the claim for the general pool.

Part 2 was a consideration of different methods of relief for Yanek’s new car. Quite a few candidates realised the relief for capital allowances in the case was the difference between the purchase cost and the sale price of the vehicle, others calculated the allowance over three years for the same result. Candidates were generally able to discuss the options, however to get full marks a recommendation was required.  

Most candidates calculated the correct gain for tax purposes for Nora, although some missed the annual exemption. The calculation of the basic rate band caused problems and some candidates assumed business asset disposal relief or taxed the whole gain at 20%, assuming she was a higher rate tax payer. Some candidates got a bit mixed up with the calculation of the gift relief. Overall a lot of candidates got full marks.


Question 4

Part 1
This calculation of adjusted trading profits was generally well done with the main errors relating to the calculation of capital allowances, the treatment of the balancing charge and the treatment of employee costs. The calculation of the tax liability was less well done with many students calculating tax on the trading profit. Where an attempt was made to calculate taxable total profits, many students deducted the interest on the workshop loan from property income, and the qualifying charitable donations were often forgotten. The calculation of augmented profits and marginal relief were generally well done.

Part 2
Students appeared to have the knowledge of enquiry deadlines but were often unable to apply these to the scenario provided. Where students identified that discovery assessments were relevant, they generally provided a good response.

Question 5

Part 1
This was generally well done with most students identifying the conditions for investor’s relief and attempting to apply these to Liam.

Part 2
Most students were able to identify that a part disposal calculation was required but many applied the part disposal fraction to the incorrect cost amount. There was a significant minority of students who divided costs by four. Most students did not identify that indexation allowance was relevant and where an attempt was made at calculating indexation allowance, the RPI’s were correctly identified but were not rounded before multiplying by cost.

Part 3
Most students were able to identify the payment dates and amounts, however a minority of students considered the cumulative position when calculating the overpayment on the second instalment. Very few students considered the Corporation Tax treatment of the interest.

Question 6
 
Part 1
This part was generally well done with many students scoring full marks. The main error made by students was to incorrectly identify the change of partnership agreement to have taken place in the year end 30 June 2024.

Part 2
Many students scored full marks on this part. Those who did less well either did not consider the remaining transition profits or did not pro-rate the trading profit allocation calculated in 6.1.  Many students either did not consider the date of the election or were one year early in their date.

Part 3
Students who applied the indicators of self employed to Donald often scored full marks on this part. Many students listed the factors to consider in identifying whether someone is employed or self employed but made no attempt to identify how the factors could suggest self-employment or apply them to Donald.

Part 4
Students who identified that this was about responding to a third party request for information did very well. However, many students did not consider anything beyond consent and confidentiality. Two areas that were often considered by students were conflict of interest and legal requirements to disclose information. This meant students often wasted time writing out significant detail that was not relevant to the scenario.

