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Paper 5: Inheritance Tax, Trusts & Estates
Examiners’ report
General comments
Generally a well answered paper by most candidates. It was pleasing how many questions were attempted, even if answers weren’t thorough with a surprising number of candidates earning “easier” marks by attempting all questions. 
Computational aspects were answered strongly, but it is worth mentioning that all elements mentioned in a question are applicable to a question. As examiners, we will not provide information that is irrelevant to the scenario we are examining.
Question 1
Part 1
Most candidates scored highly on this question, identifying annual exemptions and the sharing of the annual exemption.
Part 2
Most candidates scored highly on this questions, correctly offsetting losses, and identifying deadlines. Many candidates failed to answer the part of the question on the Trust Registration Service, losing easy marks to gain. 
Part 3
There was a mixed level of responses to this question, with some candidates failing to identify the accumulated income. In general, the principal charge calculation was done well.
Question 2
Part 1
This part was answered generally well, although a large number of candidates mistakenly stated that an enquiry could be opened 12 months from the date of an amendment, and lost marks by not mentioning that only the amended elements could be enquired into.
Part 2
Candidates answered this generally well, although most candidates failed to notice this was a prompted disclosure. 
Part 3
Most candidates passed this question, but a large number of candidates didn’t explain the process in enough detail the first steps of an appeal, jumping straight to the stage of tribunal. 
Part 4
This was answered generally well, although a large number of candidates talked specifically about their own internal procedures, rather than more generally about the approach to this scenario.
Question 3
Part 1
This question was answered well, although many candidates lost marks by not considering SP02 deductions or not mentioning the informal procedures to disclose the tax to HMRC.
Part 2
This question was answered poorly. Many candidates lost easier marks by not stating the type of legacies paid. A large number of candidates failed to notice that the distribution exceeded the net income available, and were unsure of when income was taxed on beneficiaries. 

Question 4
Part 1
Very well answered on the whole. Candidates should ensure that they provide some explanation as to why BPR and APR were given in order to ensure that they secure all available marks. 
Part 2
Most candidates took the methodical approach of working through each lifetime transfer and then moving onto the death estate; however some attempted to calculate the death tax on lifetime transfers at the same time as the lifetime tax which inevitably led to errors. Very few candidates provided any explanation of the conditional exemption for the painting.
Part 3
Most candidate identified that the IHT recapture charge would apply so answered well on the whole. Quite a few candidates forgot to deduct the annual exemption in the CGT calculation, or to state that the NRB was not available in the IHT calculation.

Question 5
Part 1
Other than those who failed to identify that the question scenario involved a trust for a disabled person, most candidates were able to obtain many of the basic marks allocated for this requirement, however very few answered in sufficient detail to obtain all marks available. Candidates should ensure they consider the number of marks awarded for the requirement to ensure they provide an appropriately detailed answer.
Part 2
Well answered. Some candidates did not state who was liable to pay the tax and the due date. 
Part 3
While many candidates were able to identify the differences between this trust and the trust discussed in the first requirement of the question, quite a few either thought that no beneficial tax treatments could apply due to the trust being settlor interested or failed to identify the correct income tax treatment.
Part 4
The first part of the calculation (the death estate) was very well answered on the whole but many candidates missed the end of the requirement and did not split out the IHT liability between the Executors and the trustees.


