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General Comments 
There was a continued improvement in candidates’ approach to the exam with many candidates 
covering all aspects of four questions whilst keeping their answers brief and to the point.  The most 
significant issue for weaker candidates was a lack of thought resulting in both wasted time and a 
failure to identify all of the relevant issues.  Candidates need to be willing to think more and write less. 
 
Specific Comments 
The exam was divided into section A and section B.  Section A consisted of two compulsory questions 
worth a total of 62 marks.  In section B candidates were required to answer two of the three questions 
worth 19 marks each. 
In section B, questions 3 and 4 were equally popular; question 5 was the least popular question. 
Candidates should pay particular attention to the following in order to maximise their chances of 
success in the exam in the future. 
1. Know your stuff 

• Successful candidates are able to demonstrate sufficient, precise knowledge of the UK tax 
system. 

• This knowledge must be up to date.  Candidates sitting the exam in 2010 must familiarise 
themselves with the changes introduced by the Finance Act 2009 as summarised in the 
Finance Act article published in Student Accountant magazine and on the website. 

2. Practise questions from past exams and the Pilot Paper with the aim of adopting the style of  
the model answers. 

3. Address the requirement 
• Read the requirement carefully – in the Section A questions you will need to identify the 

various tasks from the documents provided; instructions may be provided by both the ‘client’ 
and the ‘manager’.  It may be helpful to list them out and tick them off as you address them.  
Marks are awarded for satisfying the requirements and not for other information even if it is 
technically correct. 

• The requirements of each question are carefully worded in order to provide you with guidance 
as regards the style and content of your answers.  You should note the command words 
(calculate, explain etc), any matters which are not to be covered, and the precise issues you 
have been asked to address. 

• You should also note any guidance given in the question regarding the approach you should 
take when answering the question. 

• Pay attention to the number of marks available – this provides you with a clear indication of 
the amount of time you should spend. 

4. Don’t provide general explanations or long introductions. 
• There is no need to explain what you are going to do before you do it; just get on with it. 
• Think before you write.  Then write whatever is necessary to satisfy the requirement. 
• Apply your knowledge to the facts by reference to the requirement. 

5. Think before you start and manage your time 
• Ensure that you allow the correct amount of time for each question. 
• Think about the issues before you start and identify a strategy to solve the problem set. 

If you are preparing to resit the exam, think about the number of additional marks you need and 
identify a strategy to earn them.  For example: 

• Identify those areas of the syllabus where you are weakest and work to improve 
your knowledge in these areas. 
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• Ask yourself whether you could improve the way you manage your time in the 
exam and whether you address all of the parts of all four questions or whether 
you waste time addressing issues which have not been asked for. 

• Make sure that you earn the professional skills marks and that you are prepared 
to address the ethical issues that may be examined. 

 
Marks available in respect of professional skills 
Marks were available for professional skills in questions 1 and 2.  In order to earn these marks 
candidates first had to satisfy the requirement in relation to the format of the document requested.  
Further marks were then available for addressing the specifics of the question (rather than 
generalising), for directing the answer towards the needs of the particular client, for structuring the 
answer in a sensible manner and for the ease with which the answer could be reviewed by a client. 
The performance of candidates in this area was good with the majority of candidates producing well 
structured documents in a style that was easy to follow. 
 
Question One 
This question required candidates to prepare paragraphs for inclusion in a letter to be written by a 
manager in connection with corporation tax and VAT.  There were some very good answers to this 
question, particularly from those candidates who managed their time and addressed all aspects of all 
the parts of the question. 
 
Part (i) concerned the acquisition of the trade and assets of a company, Chase Ltd.  The client 
proposed to form a new company, Falcon Ltd, to acquire the trade and assets and to own the company 
personally so as ‘not to affect the rate of corporation tax’ paid by another company, Automatic Ltd, that 
she also owned.  Candidates were required to respond to her proposals and to summarise the 
corporation tax advantages and disadvantages of Falcon Ltd being owned by Automatic Ltd rather than 
by the client. 
 
Many candidates failed to recognise that this was a purchase of a trade as opposed to a purchase of 
shares.  Because of the style of this particular question, this did not necessarily cost them too many 
marks but such an error could be more costly in a different style of question.  Candidates are strongly 
advised to take sufficient time when starting a question to fully understand the facts of the situation in 
order to ensure that their response addresses appropriate issues. 
The vast majority of candidates recognised that the question required them to consider the rules 
concerning associated companies and their effect on the rate of corporation tax payable.  However, 
many of them did not have sufficient, precise knowledge of the rules in order to score well.  
Performance in relation to the advantages and disadvantages of forming a group was good. 
Part (ii) required candidates to summarise the circumstances that can give rise to a degrouping charge 
and an explanation of how the charge is calculated.  This was an opportunity for candidates to show 
off their knowledge without having to worry too much about applying it to particular circumstances.  
Having said that, degrouping charges are not easy to explain and many candidates would have 
benefited from slowing down and thinking about what they were going to say before they started 
writing.  Although most candidates had a reasonable understanding of degrouping charges, there was 
quite a bit of confusion as regards the purchase of shares versus the purchase of assets; only a small 
number of candidates were confident enough to state that a degrouping charge could not arise in the 
situation in the question as, because it was the purchase of a trade, no company was leaving a group. 
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In part (iii), candidates had to consider the VAT implications of the acquisition of the trade and assets.  
The majority of candidates missed the main point of this part of the question, which was that the 
transaction was likely to be a transfer of a going concern and therefore outside the scope of VAT.  
Many candidates compensated for this by setting out various aspects of the rules surrounding VAT 
including registration and the ability to recover input tax.  Such candidates would have done better to 
stop writing and to think their way through their knowledge of VAT until they arrived at something 
which had particular relevance to the facts of the question, i.e. the transfer of a going concern.  
Fortunately, the marks available for addressing the VAT treatment of the sale of the building were 
picked up by most candidates.   
 
The final part of the question required an amended corporation tax computation based on the 
assumption that a group was formed.  This was a relatively straightforward requirement and was 
performed well by the majority of candidates.  Only a minority of candidates identified the possibility of 
group rollover relief and the availability of the tax relief in respect of the purchase of the corporate 
venturing scheme shares. 
 
Question Two 
This was a substantial question representing 38 marks of the paper or 68 minutes.  Candidates’ 
performance in this question was good with some excellent answers being produced. 
 
Part (a) required a memorandum concerning a number of personal tax issues relating to Grifter, a man 
who was considering two possible strategies to reduce his mortgage.  The question included a letter 
from Grifter setting out various aspects of his financial position and the two options to be considered.  
There was also an email from the candidate’s manager, which set out the steps to be carried out in 
order to evaluate the two options.  It was very pleasing to note that the vast majority of candidates 
followed the instructions carefully such that many were able to score high marks for this part of the 
question. 
 
The memorandum was in two parts.  Part (i) required calculations of the income tax due in respect of 
undeclared income relating to an overseas investment property and calculations of the inheritance due 
in respect of the property following the death of the person who gave it to Grifter.  It also required 
candidates to comment on the client’s behaviour in relation to a tax refund that he had received. 
This first part of the memorandum was done well by the majority of candidates with many scoring full 
marks in respect of the income tax and some scoring full marks for both the income tax and the 
inheritance tax.  The most common error was the failure to gross up the income in respect of the tax 
suffered overseas.  Most candidates identified the need for Grifter to determine whether or not the tax 
refund had been received in error and to refund it to the tax authorities if he was not entitled to it. 
 
The second part of the memorandum concerned the two possible ways of reducing the mortgage; the 
sale by Grifter of either a number of motor cars or his house.  The sale of the motor cars was not 
handled as well as expected due mainly to a lack of thought and self-belief.  Whilst many candidates 
pointed out, correctly, that motor cars were exempt from capital gains tax, a large number then went 
on to calculate capital gains tax on the sale of Grifter’s cars as if the rules somehow could not apply to 
this particular situation.  There was also a failure by a significant minority of candidates to include the 
‘detailed explanation’ of the tax treatment of the sale of the cars as requested by the manager, which 
required consideration of the badges of trade.  This was not technically difficult and most candidates 
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would probably have made a good job of it if they had taken sufficient care to identify the need to do 
so. 
In questions of this type candidates need to start by identifying all of the tasks they have been asked to 
carry out by both the client and the manager.  They should then ensure that all of these tasks are 
addressed in the time available.  Sufficient time will be available provided candidates do not allow 
themselves to be sidetracked into discussing irrelevant issues. 
 
The sale of the house was handled quite well by most candidates with the majority recognising the 
relief available because the property was Grifter’s principal private residence.  The only common 
mistake here was to allow three years of the period of absence as deemed residence.  This was not 
available as the period of absence was not preceded by a period of actual occupation. 
 
Despite many candidates scoring well on this question, I would make two general criticisms of their 
performance,  
1. Many candidates could save themselves time by not providing explanations unless they are 
asked for.  In his email the manager requested candidates to ‘keep any narrative to a minimum unless 
I have specifically asked for it’.  Unfortunately, this guidance was ignored by a large number of 
candidates who provided very time consuming step-by-step explanations of the calculations they were 
about to perform.  A requirement to calculate means just that: calculate. 
2. Candidates must recognise the commercial aspect of the tasks they are performing.  In this 
question there was a need to think in terms of after tax proceeds, i.e. the cash proceeds less any tax 
liabilities as opposed to, in the case of Grifter’s house, the taxable gain less the tax liability (which was 
a meaningless figure).  A failure to do this led to some candidates reaching the conclusion that the 
Porsche should not be sold because ‘it would result in a loss’ whereas, of course, the Porsche should 
be sold because its sale would result in £62,560 (£68,000 x 92%) in the hands of Grifter. 
Part (b) required a briefing note on the remittance basis.  This is an area of the tax system that has 
recently been the subject of significant changes and candidates were clearly well prepared for it to be 
examined.  Although there was often a lack of precision over the terminology used, candidates’ 
knowledge of this complicated area was often very good with many scoring very high marks for this 
part of the question.  Again, however, many candidates’ exam technique let them down in that they 
were not satisfied in explaining the rules once but for some reason felt the need to repeat them, thus 
wasting time.  In addition, many candidates wasted further time by explaining the meaning of 
residence, ordinary residence and domicile which was not required. 
 
Question Three 
This question concerned the late submission of an income tax return and the capital gains tax and 
inheritance tax implications of making a gift of a farm.  It was in two parts. 
 
Part (a) required a list of the consequences of the late submission of an income tax return and the late 
payment of the individual’s income tax liability.  This was a relatively straightforward requirement and 
the majority of candidates earned marks for the points they made.  However, the list should have 
included four separate consequences whereas most candidates only included two.  In particular, very 
few candidates considered the availability of a reasonable excuse for the client’s behaviour despite the 
fact that the client’s husband had died after a long and serious illness.  Candidates would have 
benefited from thinking about the consequences before they started writing rather than, as it appeared 
from many of the scripts, writing about one or two points in great detail. 
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Part (b) concerned the inheritance tax and capital gains tax implications of the gift of a farm and was 
in two parts. 
Part (i) required a reasoned explanation of the availability of both agricultural property relief and 
business property relief in respect of the gift.  This part was answered well with many candidates 
scoring full marks. 
 
Part (ii) required calculations of the capital gains tax and inheritance tax payable in respect of the gift 
together with the due dates of payment.  Answers to this part varied considerably.  Stronger candidates 
were able to score well with accurate calculations and correct dates.  Weaker candidates confused the 
two taxes and the reliefs and exemptions available by, for example, including agricultural property relief 
in the capital gains tax computation.  They also failed to include the dates asked for.  The majority of 
students missed the fact that a proportion of the husband’s nil rate band could be transferred to the 
widow. 
 
Question Four 
This question concerned three possible ways by which an individual, Fedora, might improve his 
financial position.  The question was in three parts. 
 
Part (a) concerned the repayment of a loan by Fedora to his wholly-owned company, Smoke Ltd.  Most 
candidates identified Smoke Ltd as a close company and went on to point out that the 25% charge 
paid when the loan was made would be refunded once the loan had been repaid.  However, for many 
candidates that was the end of the story.  Stronger candidates pointed out that there would no longer 
be an income tax liability for Fedora in respect of the employment benefit and the best candidates 
went on to point out that, consequently, there would no longer be a Class 1A liability for Smoke Ltd.  
Identifying all of these points was not difficult; most of the candidates in the exam were fully aware of 
them.  However, you will only pick up all of these points if you think about the issues before you start 
writing. 
 
Part (b) required calculations of the tax implications of Smoke Ltd employing Fedora’s wife.  Although 
many candidates scored well here, a little bit of thought would have made things much easier.  In 
particular, it was clear that Fedora was a higher rate tax payer and therefore, the tax saved if his salary 
was reduced by £20,000 would be £8,000 together with national insurance of £200 (at 1%).  Many 
candidates prepared a page or more of calculations of the income tax and national insurance due on 
the both the old and the new salaries in order to arrive at the difference of £8,200.  This represented a 
lack of thought and a waste of valuable time as the figure of £8,200 was only worth one mark. 
The final part of the question required the calculation of the gain on a part disposal of land and a 
detailed explanation of the relief available.  The calculation was done well.  However, although the 
majority of candidates recognised that the relief available was rollover relief, the majority of 
explanations were not detailed and did not consider a sufficient number of the relevant rules.  In 
particular, many candidates failed to identify that the engineering machinery would be a depreciating 
asset for the purposes of rollover relief. This may be explained in part by the fact that this was, for 
many candidates, their final question and time was running out. 
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Question Five 
This question required advice to a sole trader on his choice of accounting date and a possible change 
of accounting date together with explanations of certain aspects of the flat rate scheme.  It was in two 
parts. 
 
Part (a) concerned the various aspects of the trader’s year end and was in two parts. 
Part (i) required calculations of the difference in the trader’s tax liability depending on the year end 
adopted.  This was not hard but it was not done particularly well.  Many candidates failed to give the 
annual investment allowance on the vans and were also unable to apply the opening year rules to the 
facts of the question.  In addition, many candidates would have benefited by thinking before they 
started calculating.  The trader was a higher rate taxpayer so it was not necessary to prepare any 
income tax computations; it was merely necessary to calculate the difference in the taxable profits by 
reference to each of the two year ends and then to multiply by 41%.   
 
Part (ii) required explanations of the tax implications of a change of accounting date.  This was the 
more difficult part of the question and was not done well.  In particular, candidates needed to think 
rather than write in order to come up with sensible points to say but most were unable to explain the 
implications well. 
 
Part (b) concerned VAT and the flat rate scheme and was done reasonably well.  Again, however, it 
required some thought in order to solve the problem and many candidates chose to write down 
everything they knew about the scheme, most of which did not earn marks, rather than trying to 
answer the question set. 
 
 
 


