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Question 1
Part 1 of this question was answered well with most candidates identifying the blocked input VAT and the self-supply. Part 2 was also answered well as most candidates are familiar with content on a VAT invoice although many failed to note that the supplier could issue a simplified invoice and invoices are only required for business customers or where requested. Candidates struggled to answer to part 3 which dealt with record retention in the scenario of changing accounting systems. The best candidates identified the 6-year retention requirement. Very few identified that there was no obligation to transfer over all historic records but only opening balances, and that the taxpayer would need to ensure that they could access the records for the retention period. Part 4 which addressed penalties and interest was answered well with most identifying this was probably a careless error. Some candidates missed the point on interest, and some used the old rates of BR+2.5% or gave an incorrect fixed value, presumably from an aged textbook. Similarly, some candidates referred to the now obsolete form 652 even though there were no marks for details of how the error would be reported.
Question 2
This question was answered well in most cases. Candidates understood the general rule for place of supply, although most missed the need to deal with each scenario separately ie sales of ESS to businesses and individuals are subject to separate rules. Most knew that the purchase of consultancy services is subject to the reverse charge, but again only a few candidates gained full marks by clearly stating that the place of supply was the UK and that the charging of overseas VAT did not impact on this outcome. Some confidently stated that no overseas VAT was due or went into the routes to recover this overseas VAT which used up valuable time without gaining any marks. Most candidates identified that the firm were likely to breach the ‘professional knowledge and skill’ principle. A few also identified ‘objectivity’. On the final section, most candidates identified that this was a TOGC and the requirements. A lot of candidates explicitly stated that the retention of some clients should not be an issue. Many candidates struggled with the transfer of the property, given we did not state if there was an OTT, candidates needed to deal with the scenario of an OTT being in place and not in order to get full marks.
Question 3
This question was answered well in most cases. Only some candidates were confident around the need to ignore grant funding and include the reverse charge on supplies from Ireland. Unfortunately, some candidates included the prospective data to calculate the date of registration rather than following the question which only required them to look at the historic data to October 2025. Most candidates understood the flat rate scheme and selected the correct rate and were able to do the required analysis to compare this to the standard scheme although a small number grossed up the sales by a factor of 1.2 before calculating the FRS VAT due. On the final part of the questions, candidates now seem to be familiar with the concept of digital links and the impact on compliance with making tax digital so scored well on this part of the question although a small number conflated digital links in your accounting system and the need to use functionally compatible software to submit the return to HMRC.



Question 4
Most candidates appear to have understood the mechanics of the annual accounting scheme and scored well. Dealing with the expected increase in sales was more difficult with very few candidates identifying that a change of 10% ought to trigger an adjustment in the instalment values if/when it occurs. Some candidates missed points by simply stating what the VAT liability of new income streams was rather than ‘explaining’ it – as required by the question.
The treatment of tax points was straight forward and handled well. A small number of candidates missed points by regurgitating the rules rather than applying them to the specifics of Polly’s shop.

Question 5
The partial exemption part of this calculation was mostly handled really well, but it was an entirely different story when candidates reached the capital goods scheme calculation (CGS) with few scoring well. Most identified that no CGS adjustments were due on the 12 year old lease and software. Quite a few candidates said that no reclaim was due on the refurbishment of the commercial building because none was reclaimed at the outset. Those that did identify the availability of a reclaim then frequently adjusted the base value to the partial rate and not the full reclaim which is available. Some concluded erroneously that roads were not in CGS.
Question 6
Many candidates handled this well. Some candidates thought that the option to tax was not binding on the new owner as it had been made by the previous owners. This is not correct – the option was made by the company and the properties continued to be owned by the company. Many failed to identify that the charity building was still subject to the option because it was used as an office, but this was one of the more difficult points in the question.
Some candidates lost time talking about the benefits of an option to tax having already established that the option could not apply to the dwellings and that the sale of the storage facility would be taxable.
Most candidates picked up points on the miscellaneous income, though some went astray with the tennis courts either thinking that the series of 10 or more lets might be applicable to the hotel guests or that the sporting exemption would apply.
