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START
About ExPress Notes

We are very pleased that you have downloaded a copy of our ExPress notes for this paper.
We expect that you are keen to get on with the job in hand, so we will keep the introduction
brief.

First, we would like to draw your attention to the terms and conditions of u It's a
condition of printing these notes that you agree to the terms and condltlo@sage

These are available to view at www.theexpgroup.com. Eﬁlally, help people
get through their exams. If you are a student for th ams an u are using these
notes for yourself only, you will have no problem ng wit ‘falr use policy.

You will however need to get our written per to use these

notes as part of a training programme th

WARNING! These notes are not ed to |n the syllabus!
They are designed to help you e and stand st |mportant areas for the
exam as quickly as possible. studyf es tes nIy you will not have covered
everything that is in the A labu tudy gui r this paper.

Components of an % e study

On ExP classroom courses, V|de p W|th the following learning materials:

e The ExPress notes that paper

e The ExP reco ded oénotes / essential text or the ExPedite classroom
course ere we blished our own course notes for that paper

e The E’G& ommended exam kit for that paper.

¢ In addition, we will recommend a study text / complete text from one of the ACCA
official publishers, but we do not necessarily give this as part of a classroom course,

as we think that it can sometimes slow people down and reduce the time that they
are able to spend practising past questions.

ExP classroom course students will also have access to various online support materials,
including:

e The unique ExP & Me e-portal, which amongst other things allows “view again” of
the classroom course that was actually attended.
e ExPand, our online learning tool and questions and answers database
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Everybody in the World has free access to ACCA's own database of past exam questions,

answers, syllabus, study guide and examiner's commentaries on past sittings. This can be
an invaluable resource. You can find links to the most useful pages of the ACCA database
that are relevant to your study on ExPand at www.theexpgroup.com.

How to get the most from these ExPress notes

For people on a classroom course, this is how we recommend that you use the suite of
learning materials that we provide. This depends where you are in terms of your exam

preparation for

each paper.

Your stage in | These ExPress ExP ExP CA online
study for notes recommended recommended st exams
each paper course notes, or kit O b

ExPedite notes / @ C)
Prior to Skim through Don’t use yet %n’t Qt’ Have a quick
study, e.g. the ExPress notes 6 look at the two

deciding which
optional papers
to take

to get a feel for
what'’s in the
syllabus, the
“size” of the paper
and how much it

appeals to you./;

?\
@Q@

most recent real
ACCA exam
papers to get a
feel for
examiner’s style.

At the start of
the learning
phase

Work throu

you hed work
through your

course no@

Don;

tha vet (
and g\

; ything — just
t an idea for
what you are
about to study.

Don’t make any
annotations on
the ExPress notes
at this stage.

%ss at lea
ke s

ell, but also make
e that you can
ecall key

or gh i
evie 0

apter &

onc
you

e& each
sonably

definitions,
concepts,
approaches to exam
questions,
mnemonics, etc.

)
\l}lobody passes an
M

xam by what they
have studied — we
pass exams by
being efficient in
being able to prove
what we know. In
other words, you
need to have
effectively input the
knowledge and be
effective in the
output of what you
know. Exam
practice is key to
this.

Try to do at least
one past exam
guestion on the
learning phase for
each major chapter.

Don’t use at
this stage.
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Your stage in
study for each
paper

These ExPress
notes

ExP
recommended
course notes, or
ExPedite notes

ExP
recommended
exam kit

ACCA online
past exams

Practice phase

Work through
the ExPress notes
again, this time
annotating to
explain bits that
you think are easy
and be brave
enough to cross
out the bits that
you are confident
you'll remember
without reviewing
them.

Q\

The night
before the real
exam

\
.

Read h

XRress
’%n full
Highlight the
that you
importa
thirvl%&ur are most
5

L,

%p on any areas
orgets\c>t at you still don't

Avoid reading
through your
notes again. Try
to focus on doing
past exam
questions first and
then go back to
your course notes/
ExPress notes if
there’s something
in an answer that
you don't
understand.

QVQ

Q)Q)

bu
ams by
<@ ing mock

1o !
&

This is your most
important tool
at this stage. You
should aim to
have worked
through and
understood at
least two or three
questions on each
major area of the
s. You pa

listenin@\t s).
Pa evision
aste of time.

N

Q)

Download the
two most recent
real exam
guestions and
answers.

Read through the
technical
articles written

@e examiner.
ad through the

two most recent
examiner’s
reports in detail.
Read through
some other older
ones. Try to see if
there are any
recurring
criticisms he or
she makes. You
must avoid these!

3/,

)
there &
tha

pecific bits
ou feel

evise
% your

re
|
co notes. Give

ust

understand. It's
too late now.

v

Don’t touch it!

Do a final review
of the two most
recent
examiner’s
reports for the
paper you will be
taking tomorrow.

At the door of
the exam room
before you go
in.

Read quickly
through the full
set of ExPress
notes, focusing on
areas you've
highlighted, key
workings,
approaches to
exam questions,
etc.

Avoid looking at
them in detail,
especially if the
notes are very big.
It will scare you.

Leave at home.

Leave at home.
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Our ExPress notes fit into our portfolio of materials as follows:

EXPress ‘ expedite expert
Notes ‘

Notes Notes
Provide a base Provide a Provide detailed
understanding of comprehensive coverage of
the most important coverage of the particular technical
areas of the syllabus and areas and are used
syllabus only. accompany our on our Professional

face to face De@ment and
tive

professional exam
courses () rammes.

To maximise your chances of success in the exa omrr@gu visit
cess ad al

www.theexpgroup.com where you will be a e?as frequurces to help
. \()

you in your studies. @ %
SO

06\

START @

About Th \\
Born with a desire E leadi ppller ess training services, the ExP Group
delivers courses thro elther |ts ent centres or onsite at a variety of
locations around the world I|ent rom multinational household corporate
names, through local compamies to ipdiv uals furthering themselves through studying for
one of the various pr%

onali r professional development courses.

As well as CN& or ACCA and other professional qualifications, our portfolio of
expertise covers all areas of financial training ranging from introductory financial awareness
courses for non-financial staff to high level corporate finance and banking courses for senior
executives.

Our expert team has worked with many different audiences around the world ranging from
graduate recruits through to senior board level positions.

Full details about us can be found at www.theexpgroup.com and for any specific enquiries
please contact us at info@theexpgroup.com.
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Chapter 1

Introduction

S

e

gains ED

; <)
vidancecontained £ gacuon EXP strong
understand i

> g
g herein E K InSurance
‘£Gains  intricate eg|s at|0n > compu sory

Capital » introduces NIC

understanding

- change
di questlolns explicitly E ":" OreCarporanon
rapidly calculations = c 9
oo ot d getX: - [10 o Sareas £
= = oo
paper successfulcan | atES 4 " comprehensive readmgdesl _g X
F6 e corporation E
Whilst pay Incomes | =]
urlllncorporated demes used deta|led - mamy Y E E N;‘]tiunal
taken
sheexaminedCOMP es
candidate€mployers  believe .

remembertaxa“o nprOV|degood
ACCA Zbogged (G roup iabiliy, SPMInaPes gt Tk T\Quesm

g VAT taxes m&

<
. e @+

Paper F6 (UK) intro Y’Hdldat
is mainly computatl dt
Taxation can get very com ber of detailed calculations and lots of

intricate rules to reme be success andldate must have a good understanding of the
core areas of taxatlo \ %ﬁbre that candidates understand the key areas and do
e

not get bogged the d

The main taxes

¢ Income tax — payable by individuals

e Corporation tax — payable by companies

e Capital Gains tax (CGT) — payable by individuals (companies pay corporation tax
on their capital gains)

¢ Value Added Tax (VAT) - payable by both companies and unincorporated
businesses

¢ National Insurance Contributions (NIC) — not strictly a tax but payable by
individuals and employers.
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Question 1 in the exam will focus on income tax and question 2 will focus on corporation
tax.

Paper F6 has a comprehensive syllabus. These ExPress notes are designed to provide
guidance on the core areas of the syllabus. Whilst we believe that the items contained
herein have a strong chance of being examined, no guarantee can be provided as to what
will be examined.

Taxation legislation can change rapidly. These notes are designed to provide assistance for
students taking the F6 (UK) ACCA exam in 2012. These notes should not be used for any
other purpose.

The ExP Group explicitly denies liability for any action taken as a result of usiiOnthese notes.
The ExP Group does not warrant in any form that these notes represent legislation

as at the date of reading of these notes. C)
C§<’ R
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Chapter 2
Income Tax — An Introduction
-]
—
~
U KNOWLEDGE 2 g[“F'O*""‘:”‘Nmeruns mdlwdualsh‘""qu fidend,,
dividends % % I|ab|I|ty’:“ IIIII c1|cu|.1tec| ml:Qr_eFt KEY Personal PAA
o ;ngu,{ A I MI Centitled TAX j
=23 pri N Indlwduals

All
oances-] CO m_e

I('.l(E'(J

N
START \%

The Big PICté\/ AQ

Income tax is a key are be e %ed s\o

KEY KN@ 3\
Incqr\' roduction

Individuals Who are UK tax resident will be taxed on their worldwide income.

The period of assessment is the tax year. The tax year runs from 6 April to 5 April. For
example, the tax year 2011/12 runs from 6 April 2011 to 5 April 2012 (2010/11 runs from 6
April 2010 to 5 April 2011 and so on)

All of an individual's income arising in the tax year will be assessed in the tax year.
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KEY KNOWLEDGE
Pro-forma Tax Computation — 2011/12

This is the base document for calculating an individual's liability to income tax.

The pro-forma income tax computation is as follows:

INCOME TAX COMPUTATION — 2011/12 O®
Employment income 0 OQ 10,000
Trading income ?\ O Q 25,000
Property income Q K . O 5,000
Bank interest (x 100/80)

UK dividends (x 100/90)

Total income

\/
Less: reliefs ®Q \

<
Q

o
o
o

1,

%
L@,.
\)

(2,000)

Net income 0 40,000

Less: Personal allo ) $ s\ 7.475

Taxable income V% $ @ 32,525
N

Certain income is exg tﬁ incoﬁsé( including:

e Income rtain N Savings Products
e Inco Individual Savings Accounts (ISA)
e Gambling or betting winnings

Personal Allowances (PA)

Every tax payer is entitled to a PA. For 2011/12 this amount is £7,475. It is an income tax
personal allowance and cannot be set against any other tax liability such as CGT.

The PA is deducted from an individual's income to give taxable income.
From 2010/11 the PA is reduced for individuals with income >£100,000.

The reduction is based on adjusted net income (ANI).
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Adjusted Net Income:

Net income X
Less: gross gift aid donations X
Less: gross personal pension contributions X
ANI X

If ANI is >£100,000, the PA is reduced by 50% x (ANI - £100,000). Therefore, individuals

with ANI >£114,950 do not get a PA. @
Personal Age Allowances (PAA) E % ()O

Individuals who are aged > 65 years old are entit] AA&@&, a higher rate of

PA).
Individuals aged 65 — 74: 2011/12 PAA = R &O Q

Individuals aged > 75: 2011/12 PAA@ 090 @
The PAA is given in full in the nd|V|d mes@?S

The PAA is aimed to protegt e pe Iow mes. If however a person who is
entitled to a PAA has A vV £24 011/& AA is reduced by:

50% x (ANI - £24

The PAA can never be red Iess e standard PA (£7,475) but note that if an
individual has ANI > , there a reduction in the PA as mentioned above.
Income Tax Lmbdn@\ Inco Payable

Once the tax mcome has been calculated, the income tax liability can be calculated.

Note that taxable income is after Personal Allowances.
The rate of income tax depends on the type of income.

Employment income, trading income, property income and bank interest (i.e. all income
except dividends) are taxed at the following rate for 2011/12:

Basic rate £1 to £35,000 20%

Higher rate £35,001 to £150,000 40%
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Additional rate £150,001 and above 50%

Income tax on Dividend income is either at 10%, 32.5% or 42.5%.

The summarised income tax rates are:

Other Saving Dividend
income income * income
£1 to £35,000 20% 20% 10%
£35,001 to £150,000 40% 40% 32.5% @
£150,001 and above 50% 50% 42.5%0

(these rates will be provided in the exam) @
NSNS
* Note that special rates of tax may applyQa ings inc Qit is‘in® irst £2,560 of

income. Q/ g

¢

s

L
)
3
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Chapter 3

Income Tax — Employment Income

N

i 5 w ;

o s

@ a-— E . _!.__

E U!ér!tgbkll(!réteg ecn c a I;,JI g Benefit ba3|s.p|r1 g cost g late

_g_ ] r I Vat e bl gpropemes .previous =

= “’ mad . S 5 9  AgSessable
~ 1 i —dbaseaé (), OrIiist- used rfiéessfgd_g
p rOVI ’%W"’_QJE foll 3 o ployer ¢

" employee ::3"9% Q€ Yauwed SS el
it :._ calculatlon

3 Benefits . =5 paideraree
— int Ea 5 tamabile
semissionsindividual & o
= Maher cmployment Relevant | rr:'lc% I[@

receive

Employment income represe inc {@ benefits an individual receives from his or
her employment. 2\
\@‘ KNOWLE DGE

Income Tax — Employment Income

Earnings

Earnings are taxed on the receipts basis. i.e. the amount of earnings received in the tax
year. There are special rules for directors to prevent them manipulating the receipt date.

“Earnings” include salaries, wages, bonuses and benefits received by an individual.

As an example, if an individual receives a salary of £20,000 and benefits of £6,500 his total
employment income will be £26,500. This figure then goes to the income tax computation.
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Benefits
Benefits are regularly tested at Paper F6.
Exempt benefits include:

e One mobile phone.

e Relocation and removal expenses up to £8,000.

o Employer funded training (if training relevant for the job).

e Staff canteen or restaurant (provided it's made available to all employees)

The calculation of the taxable benefit is reduced proportionally if the benefit is provided for
only part of the tax year.

In most cases, contributions towards the provision of the%afrt are de@@ the

calculation of the benefit. @

Assessable benefit — Living Accommodation

An employee provided with living accomm re s em ent and which
is hot exempt job related accommodatlon e as as fofI

Q
®+ Beneflt

All properties (figure will be given in the exam).

nghéx .
‘ Q @ nnual value of the accommodation
O‘) ‘\$ . 2. The rent paid by the employer.

(Cost* minus £75,000) x official rate of

Additional charge for “ex@ropé@g interest (interest rate will be provided in the

{\' O\ exam).

* If the emp\%%qurred the property more than 6 years before providing it to the
employee the market value, when first provided to the employee, should be used rather

than cost.
Assessable benefit — motor cars

This is one of the most common benefits provided to employees and is examined on a
regular basis.

Benefit:
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List price when new x “relevant %6”.
Note the list price is the published brochure price when the car was first registered.

The relevant % depends on the CO2 emissions of the car with the broad concept being that
the more un-environmentally friendly the car is the higher the tax charge.

For petrol cars the % is calculated as follows:

CO2 emissions % (for petrol cars)
<75 grams 5%

76 - 120 grams 10%

121 to 125 grams 15%

. 0 0
Each complete 5 grams above 125 grams Add an@uonal 1% 15% up to a

maxi 35%. C)

For diesel cars 3% is added to the figures abo @e maxi@ﬂQ still_35%.
v O
RV & &9
EXAMPLE 1 Q/ .\9 &
Q" W

Petrol Car Q\/
John is provided with a pet r Wlt r|c \LOO and CO2 emissions of 147

grams. He makes a ion of OQ er mon the use of the car.

Answer 1: @Q
Percentage: $ s\&

Base % 15%

Plus 1% for eacz Nﬂﬁlete 5 gs‘\s of CO2 above 125 grams (i.e. 4%

125 to 145

Relevant % 19%
% x list price = 19% x £22,000 £4,180
Less contributions (£100 x 12 months) (£1,200)
Taxable benefit £2,980

Note that the benefit present when a car is provided is inclusive of servicing and
maintenance costs but does not include any private fuel that is paid for by the employer.
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Assessable benefit — private fuel

Some employers may pay all or part of the private fuel bill of an employee. The provision of
fuel for private use is a separate benefit from the provision of a car.

The benefit is calculated as follows:
“Relevant %" as calculated for the car benefit x “base figure”.
For 2011/12 the base figure is £18,800 and will be given in the exam.

Using the previous example, if the individual had been provided with fuel for private use the
calculation of the benefit for the provision of private fuel would be:

(“Relevant %" as calculated for the car benefit x “base figure™) = O®
19% x £18,800 = £3,572. @

Assessable benefit — private use of vans 0 QQ ’

The benefit for the private use of a van ISQ\% scale@,oop [bo

For private use of assets other vans@fﬁoznl A g (which have different

rules) the general rule is t eneflt is:

Private use of employer’s assets

20%b of an asset’s mar eg\%\\‘lrst provided.
Gift of asset — no p rlvat

If an employer buys an asse en to an employee the benefit is the cost of
the asset to the employer

Gift of asset — afte @( us p

If an asset h used by an employee and then given to him the benefit is calculated as
follows:

Higher of:

1. The market value of the asset when gifted.
2. The market value of the asset when first made available less the benefits assessed
on the individual during the time the individual used it but didn’t own it.
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Chapter 4

Income Tax — Trading Income

unts
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mak erﬂeMCEP\fES % |nd |Cafenl|ke|y ye a rl‘dtrl:kr
roflt 2 .= transaction ewssn | grie
39 O éxpe ndi

E 1E?ant‘fd |Ifemleﬁr§ m -nbt:rSI n\éogs

dlsalluwable Neee &

e

accountmg
JNay allowable

G undertaken

i epende

trade

Caplta
ownersh
self

Badges | te m

START Q\/

The Big P@K %) \\
Trading income is a@a orta®vt’of thessyllabus and is almost always examined in
one way or anothe $ @

KE@’%W

me Tax radlng Income

LTl
&

A person receives trading income if he has his own “business”. A person who receives
trading income is known as one of the following:

e a “sole trader”
¢ self employed
¢ independent consultant

A person who is employed by a company receives employment income and not trading
income.
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Note that a person can receive both employment income (e.g. he has a part time job) and
trading income (e.g. he has a part-time business whereby he trades by selling items on
eBay)

Badges of trade

This is the term which refers to various tests (or badges) to ascertain whether a particular
transaction that an individual undertakes is a capital item (and hence treated under CGT) or
a trading item (and hence treated under income tax).

Badges:

1. Subject matter — are the items that were transacted typically items wre used for
trading?

2. Frequency of transactions — the more often t)@%ction iS Gﬂertaken the more

likely it is that the item will be trading. O ¢

3. Length of ownership — a shorter p@%ners{ more I|k indicate

trading.
4. Profit motive — a clear md%@makeﬁ\&t max@&;cate a trading item.

5. Supplementary work %arketmg itiogal work undertaken on the items to
make them more table indicate tr
6. Method of a ion — Iuntary uisition of the item (e.g. through
inheritance) |nd|ca apltal
Basis of assessment s\
. Q
An individual whg mpI st prepare accounts. These accounts can be for
whatever accous eriod end that he chooses. The accounts are then adjusted for tax
purposes to ge trading income figure (see adjustment of accounting profit section

below).

The trading income figure is then assessed on the individual using the current year basis
rules. This is where the trading income assessed in a tax year is the amount in the 12 month
accounting period ending in that tax year.

For example, an individual that prepares accounts to 31 December and has adjusted trading
income of £35,000 for the year ended 31 December 2011 would have trading income of
£35,000 in the tax year 2011/12.
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Adjustment of the accounting profit
An individual's accounts must be adjusted to obtain the tax adjusted trading profit.

Tax adjusted trading profit

Net profit per accounts 28,000
Add: Disallowed expenditure 5,000
Taxable trading income not included in accounts 4,250

9,250

37,250

] Income included within the accounts but not taxable as
Less: L 1,0
trading income

Expenditure not in the accounts but allowable%

o

trading deduction

Capital allowances @
Tax adjusted trading profit 0
Disallowable expenditure Q E g& Q
General rule — Only expenditure incu%ﬂholly a QﬂUSI g e purposes of the

trade is allowable :
Some of the more commo@Zof dl%%b ex iture include:

e Capital expendlt

. Deprematmn%mor ﬁarg

. Appropriations (wi wals) o"éds from the business by the sole trader

e
:

° Excesswe S id t @&[rader 's family member

° a&;&krtammg (note that employee entertaining is allowable)
e The write off of a non-trade debt

e Subscriptions that are not related to the trade

e Gifts to customers are disallowable unless they satisfy all of the following:

0 Cost less than £50 per recipient per year
0 The gift is not food, drink or tobacco
0 The gift carries the name, logo or advert for the business
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