ATT May 2025

Paper 3: Business Compliance
Examiners’ report

General comments
Overall, candidates performed well.  The well prepared candidates scored highly.  

Question 1
Part 1
Most candidates made a good attempt at this part with detailed explanation on the operation of the apportionment scheme.  Many candidates did not mention that the point of sale scheme ensured the correct liability was calculated at the time of sale.  They also thought that it could only be used if the business was selling goods which all had the same VAT rate.
Part 2
The poorer answers could not distinguish between the VAT exclusive and VAT inclusive amounts and so there were some inaccurate calculations.  Many candidates also incorrectly calculated input VAT either by not including overheads or by only including overheads and ignoring completely the VAT on cost of goods purchased.
Part 3
This part was done quite poorly and a significant number of candidates discussed PII and managing conflicts of interest which is not what the question was about.  Those that made sensible points such as excluding liability in the engagement letter and communicating this with clients were awarded good marks.
Part 4
A number of candidates scored full marks on this and found it straightforward.  A small number made some errors in the final calculation of tax month 3 by not deducting the £50 from month 1 and only dealing with the £400 from month 2.
Part 5
Some candidates produced high quality answers in this part.  The weaker candidates discussed the common penalty regime and behaviour related penalties instead of focussing on the specifics from within the scenario.

Question 2
Part 1
This was done very well by most.  Some candidates got a little muddled and thought that exports were standard rated.  Where full marks were not awarded it was because candidates had failed to explain the reverse charge provision in full.
Part 2
Candidates dealt well with the PENP element.  Some candidates did not deal with the car or mobile phone correctly and others failed to reduce the £30,000 exemption but a good level of competence was shown in this part.
Part 3
Some candidates did not identify that the question required them to discuss Transfer of Going Concern.  A high number that did just wrote down some of the conditions and did not apply them to the scenario at all.

Question 3
Part 1
This part was done very well by most.  Some candidates didn’t consider the question fully from the firm’s perspective and instead just defined conflict of interest and how this had arisen.
Part 2
Some errors were made in identifying the accounting periods with the poorer scoring answers thinking that 1 November 2024 was the end date of the new accounting period.  Calculations were for the most part very accurate but with some minor errors such as taxing the augmented profit amount or leaving the dividend out of the marginal relief calculation completely.
Part 3
Surprisingly a number of candidates did not explain that despite there being two accounting periods, there is only one filing date and so 31 December 2025 and 31 March 2026 were identified separately.
Part 4
Candidates who identified and explained the benefits of the cash accounting scheme were awarded full marks.  Some candidates described every VAT scheme they could demonstrating a lack of application skills.
Part 5
Candidates often got to £75 for Jamie and £30 for Ahmed but then failed to calculate the VAT element.
Question 4
Part 1
This was a straightforward corporation tax requirement. It was well answered and most scored full marks. Of those who did not, a few candidates jumped straight to pro rating without having calculated the total corporation tax, and some divided the tax into three or four equal shares.
Part 2 
This CIS deduction calculation was mostly well attempted. Some candidates gathered the correct costs for deduction, including the profit on the materials, but did not then correctly apply the 20%. Others worked out the deduction but did not show it being deducted from the gross pay.
Part 3
There were some good answers to this on the CIS reporting obligations, but some candidates wasted time on superfluous points. For example some wrote in detail about the process for verifying contractors, or the tax treatment, rather than the reporting. Most gave the information that was needed in the return. Few gave the December dates. 
Part 4
This part offered some straightforward marks for national insurance calculations and identification of dates and payers, provided the requirements were read carefully. Many candidates missed out on some of the easy marks. Some candidates wasted time working secondary Class 1 NICs, and some showed workings for every month which again took up a lot of time. There was confusion apparent from some candidates between different classes of NICs. Many did not mention Class 4 at all. But there were some good calculations, especially of Class 1 primary NICs.

Question 5
A fair number of candidates omitted Q5 entirely, however many who attempted all requirements scored reasonably well overall.
Part 1 
This requirement on income tax payable by/to a company was well attempted. A common error was omitting part of the pro rating of the tax needed. Some candidates gave dates without stating the year, which was not enough to score marks.
Part 2
Many candidates scored well here, applying their knowledge of how SIP withdrawals are treated. Some showed very extended and unnecessary calculations, which would have taken up time, for no extra marks. In part b, most identified the readily convertible assets, but few went on to the detail about how collection of PAYE would work.
Part 3 
This was a straightforward calculation of benefits in kind. Many lost only one mark on this part. There were some errors with the pro rating, omitting to pro rate some amounts. Where candidates prorated using the wrong number of months, follow-through marks were given where this was applied consistently. There was also some uncertainty over what to deduct for employee payments.
Part 4 
This requirement concerned NICs on a PAYE settlement arrangement, but many candidates referred to Class 1A and gave a July date for payment. Few managed the full calculation correctly, with the grossing up seldom done correctly.

Question 6
Part 1 
In this part, it appeared that candidates often knew the rules but did not manage to describe these well enough. Most knew what was or was not taxable, but for example the round sum allowance was not mentioned often. Only a handful of answers included the full phrase ‘wholly, exclusively and necessarily’: some included part of this, or some gave vague reference to ‘business’ expenses. 
Part 2 
Here again there were some incomplete or poor explanations which belied a higher level of knowledge of how tax relief on payments to charity works. Many candidates focused more, sometimes only, on Jamal’s situation rather than on the charity’s, and the use of the payroll giving agency.
Part 3
The partnership calculation was better attempted than the written sections by most candidates, was well presented, and usually scored most or all of the available marks. The most frequent error was inclusion of a whole year’s salary. It was worth taking the few extra moments here to record the relevant dates, which was a good reminder of the need to pro rate.
Part 4 
This communication to partners following an enquiry into the partnership tax return was often well attempted. Some candidates spent a lot of time discussing amendments and deadlines, rather than what the requirement asked for which was the financial impact on the partners. This should have indicated that penalties for the individuals would be a key topic here.
