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Answer-to-Question-_5_

1:There can be considered to be a profit seeking motive from their income as a website 
has been set up to sell t shirts relating to their videos to make income.
2:There is a connecting between an existing trade, as they trade as a beauty salon, and 
then sell t shirts with make up designs on them, meaning there is a link.
3:There is a finacing arrangement with the bank loan to set up the website, as this means 
the website has been purchased for the short term and they would be unable to fund this 
without selling the t shirts, meaning it can be considered trading.
4:Nature of the asset, as they are selling t shirts with their own designs on it, the nature of 
this asset means it can be considered as only bought with the reason to sell.
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Answer-to-Question-_6_

HMRC are able to amend tax reurns wihtin 9 months of receiving them, as this has been 
done by the 24 August 2024, they are allowed to do this.
However, as she disagrees with this amendment, she is able to challenge the decsion by 
appealing. Notices of the appeal must be given in writing within 30 days after the 
ammendment and this notice must give the grounds for appeal and these are first sent to 
HMRC.
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Answer-to-Question-_10_

The receipt of the new income of £16,000 is a post-cessation receipt and is itially taxed in 
the year that the payment is received. As both of the £3,800 and £2,600 are in relation to 
remedying defective work and the legal costs in connection to the claim, this are both 
qualifing expenditure for post-cessation expenses, as they are paid within 7 years of him 
ceasing to trade. These expenses will then be offset against the £16,000 he received at the 
same time. Then it is also possible for him to elect for the remaining income to be taxed 
in the year of cessation, instead of the current tax year, as the loss incurred in that tax year 
can offset this income.
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Answer-to-Question-_11_

The shop would not able to claim BADR, this is because it is not a material disposal of 
his business and there has not been, so it would not be able to qualify as an associated 
disposal.

The sale of his share in the partnership would be eligible for BADR, this is because its his 
personal trading company, in which he has owned more than 5% of the partnership and 
this has been satisfied for over 2 years, meaning BADR is avaliable.

The share in the sale of offices used in the partnership would not qualify for BADR, this 
is becasue, even though they would be an associated disposal as they have been sold in 
conjunction with the shares in his partnership, The asset has not been used by the 
business for 2 years, or owned by him for 3 years, so would not qualify.

The claim for BADR must be made by 31 January 2026.
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Answer-to-Question-_13_

Sam's income will not be taxable in 2023/24, this is because the income that he made 
would be able to be covered by the trading allowance of £1,000 instead of using the costs, 
meaning his income would be nil as a loss can not be made when using the trading 
allowance.

In 2024/25, it would still be more benficial for him to use the trading allowance rather 
than the expenses, however £600 of income would still be received, which would be 
chargeable to income tax
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