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(PFT) PD
CIPFA PROFESSIONAL QUALIFICATION SYLLABUS AND SYLLABUS GUIDELINES  
PUBLIC FINANCE AND TAXATION 

MODULE PROFILE

This module aims to develop the candidate’s knowledge of public expenditure and the sources of revenue for public service organisations. It also develops the candidate’s technical skills in performing calculations in respect of corporation tax, personal taxes and VAT.
LINKAGES

This module links with the Governance, Public Policy and Ethics module by examining the issues behind public policy making and requiring the candidate to demonstrate knowledge of the public expenditure and revenue implications of public policy decisions. In relation to the Public Sector Financial Reporting module, this module provides candidates with an understanding of how, within the context of their accounting and financial reporting regimes, the various sectors of the UK public services employ funding techniques and access funding sources. In addition, this module links with the Financial Management module in which the utilisation and management of funding is covered, and also to Strategic Financial Management.
OVERALL SYLLABUS AIMS

	Overall aim
	 (%)

	A
	Identify the main classes of public expenditure and public revenue, their differing characteristics and their interaction with public policy development 
	20

	B
	Explain the origins and implications of public borrowing and debt, their significance in the management of the economy, and their influences on the operation and regulation of the financial markets 
	10

	C
	Discuss taxation theory, identifying comparative taxation systems to the UK and evaluate their impact on public sector financing and responsibilities 
	15

	D
	Determine the corporation tax liability of a trading company and identify tax-efficient strategies for it
	25

	E
	Calculate the income tax and National Insurance contributions payable in relation to an employee and identify the taxation treatment of different forms of employee remuneration
	20

	F
	Explain the principles of value added tax (VAT) and apply these principles to public sector organisations
	10


	Syllabus
	Syllabus Guidelines

	Overall aim
	Learning outcome

	

	
	
	
	General note on Assessment

The guidance below includes content regarding the assessment of each Aim. This is intended to provide an indication of the type of examination question that is likely to be set to assess that Aim. Note that questions may test more than one Aim as many topics in this module are inter-related. An indication is also given of the percentage of an examination paper that is likely to relate to this Aim, bearing in mind the overall weighting stated in the syllabus.
Please note that for PFT the examinations in 2012 will be split into two separate sections, to allow students who have a relevant exemption to sit one section only. A specimen examination paper is available, demonstrating how the exam paper will be structured for 2012. From 2013, all candidates will be required to sit the PFT examination in full.
The allocation of syllabus Aims in the 2012 PFT examination papers will be as follows:

Aims A and B – Public Finance section

Aims D to F – Taxation section

Aim C – both sections
General Note on Content Updates: 
The content of the Public Finance and Taxation syllabus is subject to frequent change changes in public policy, changes in economic conditions and changes in practice within the public sector and the financial system occur. This means that frequent updates will be required to materials and examination content relating to Overall Aims A to C of the syllabus (see below), in particular, but not only, after changes in UK governments.
CIPFA practice is to examine the taxation rates, thresholds and rules contained in the Finance Act of a particular year at both sittings of the examination in the following calendar year. Thus in 2012 the June and December examinations will both require understanding of the 2011 Finance Act. For this reason study materials and course and examination content relating to Overall Aims D to F will need to be updated on an annual basis in time for the Spring term and the June examination to reflect the previous year’s Finance Act.

General Note on Practice Examples: 
Practice examples relating to Overall Aims A to C, which will be of a largely narrative nature, can be introduced at exam standard from the outset. These should be reflective of the style, content and level of difficulty in the previous Public Finance examination, including the more analytical style introduced from June 2008.

Practice examples relating to Overall Aims D to F of a computational nature should be initially set at a more elementary level, requiring application of the newly learnt principles and skills, building up to exam standard by increasing complexity and linking to previously acquired knowledge and skills in the same area of taxation.




	A
	Identify the main classes of public expenditure and public revenue, their differing characteristics and their interaction with public policy development
	A1) Describe the nature of public expenditure and its characteristics:
· The categories and relevance of public expenditure

· Trends in UK public expenditure and their causes

· Demand and supply theories to explain the growth in public expenditure over time

· The relationship between public expenditure, public services and the prevailing economic climate.

	The principal categories of public expenditure i.e. Final Consumption; Social Security Transfers; Subsidies to Business; Capital and Interest on Public Debt, their causes and the interdependencies between them.

Mapping of trends in overall public expenditure and the individual categories on the basis of OECD data and a discussion of what this reveals about interdependencies.
Discussion of the impact of the economic and political climate on public expenditure in total and by category.

Recall of specific data is not required, but candidates should be aware of different administrations’ attitude to public expenditure and management of the economy, and should be prepared to discuss how these approaches are reflected in actual or hypothetical data provided.

Differentiation between demand-side and supply-side economics.

Description of demand-side theories on the growth of public expenditure i.e. Demographic Change; Urbanisation; Luxury Goods and Fiscal Illusion.
Description of supply-side theories on the growth of public expenditure i.e. Baumol’s Disease; Weak Incentives to Efficiency and Bureaucratic Over-supply.

Candidates should be prepared to relate these theories to actual or hypothetical data provided in order to offer possible explanations for the movements and trends in the data.

This is a core area of the syllabus, which is likely to be examined frequently with both narrative/theory and numerical/technical application style questions.



	
	
	A2) Discuss the sources of finance in the public services:
· Classes and characteristics of public revenue
· Impact of variants in devolved government – Scotland, Wales and N. Ireland.
	Description and discussion of the main sources of public revenue / sources of finance i.e. Taxation; Borrowing and leasing; Fees and charges; Grants and subsidies including international sources; Private sector sources of finance; Asset finance – securitisation and leasing.

Candidates will understand and be able to describe the main methods for acquiring, and where applicable allocating, funding in local government and the National Health Service (NHS) and the rationale behind the method used in each case. This will include an understanding of recent changes to methodologies and the reasons for those changes and an appreciation of the relative merits of formula and bid-based systems of allocation where applicable.

Relative suitability of different sources for various types of public expenditure. Discussion of legislation, regulation and guidance on the different sources, and of problems that have occurred with respect to each source of finance in particular.

Differences between nature and balance of sources in England, Scotland, Wales and Northern Ireland with particular emphasis on the political, economic and structural reasons for these differences. Examination questions in this area will focus on the factors influencing the sources used, rather than requiring detailed knowledge of arrangements outside England.

Impact of price elasticity of demand (P.E.D.) on decision-making relating to setting of fees, charges and expenditure-based taxes. Candidates should be prepared to use calculations to analyse data provided in this area, and to discuss the factors influencing P.E.D.

This is a core area of the syllabus, which is likely to be examined frequently with narrative/theory type questions with numerical/technical application style questions restricted to the application of P.E.D.

	
	
	A3) Evaluate all forms of internal and external revenue and capital financing (both short and long term) of the public services, including consideration of comparative risk:
· Taxation
· Borrowing and leasing
· Fees and charges
· Grants and subsidies, including international sources
· Private sector sources of finance
· Asset finance – securitisation and leasing.

	Evaluation of different sources of finance on a comparative basis using a suitably comprehensive set of evaluation criteria. Candidates should be able to describe and apply the criteria flexibly to a range of different sources and purposes of expenditure. 

Candidates will consider comparative risk across a number of dimensions including risk of not obtaining required amount of financing, risk of cost of financing differing from expectations, risk of significant unexpected non-financing costs, risk of a failure to achieve wider non-financial objectives of the financing source (where applicable) and the risk of the loss of assets due to financing problems. Risk should be assessed in terms of likelihood and impact, and candidates will demonstrate flexible application of risk identification and measurement.

This is a core area of the syllabus, likely to be examined frequently in a narrative style, but is not likely to comprise a full exam question.



	
	
	Aim A - Assessment
	(See general note on assessment above)

A range of different exam questions are possible to test this part of the syllabus, and as the Overall Aim accounts for 20% of the syllabus, it is possible that a full question would be set entirely from this area. It is unlikely that an exam paper would have less than 10% taken from this area.

Assessment should focus on the ability of the candidate to analyse information and data, and use knowledge of the syllabus material to construct a coherent discussion and explanation either of data and information provided, or of the interaction between public revenue and expenditure and public policy.



	B
	Explain the origins and implications of public borrowing and debt, their significance in the management of the economy, and their influences on the operation and regulation of the financial markets
	B1) Explain the origins and implications of public borrowing and debt:
· Origins, structure, benefits, consequences and burden of public borrowing and public debt
· Alternative approaches to the management of public borrowing and public debt
· Debt and borrowing arrangements in central government, local government and health.
· Role of budgetary limits and estimates
· Role of HM Treasury in the management and control of public sector borrowing and debt
	The economic cycle and its impact on public expenditure and taxation revenues, and ultimately public debt. Definitions of public borrowing and public debt. The impact of higher levels of public borrowing and taxation on economic activity.

The mechanics of raising public debt and the role of the Bank of England and the Debt Management Office (DMO) and HM Treasury including the DMO’s annual remit agreed with HM Treasury.

Approaches of different governments to the management of public expenditure and debt since the start of the 20th Century including the classical view, Keynesian demand management, Monetarism, New Labour’s fiscal rules and its response to the global financial crisis and Coalition policy.

Role of the DMO in influencing market interest rates via its money market operations.

Borrowing opportunities for local authorities and the NHS including brief coverage of prudential borrowing arrangements (detailed coverage of the Prudential Codes is not required).

The UK central government budgeting and control process including the role and purpose of supply estimates; the approval and publication of estimates; the relationship between estimates, budgets and accounts; Departmental Expenditure Limits and Administration Budgets. Candidates will need to be able to describe the process in overview and explain its purpose. Detailed knowledge of the treatment of different items is not required.

This is a core area, which may be examined frequently with a combination of narrative/theory and numerical/technical application style questions.



	
	
	B2) Discuss the nature and impact of public borrowing and debt on the financial markets:
· Public sector financial instruments
· Private sector financial instruments
· Behaviour of interest and exchange rates
· Role of financial institutions in acquiring and trading in public debt.
	Definition of liquidity. The impact of interest rate changes on financial asset values, risk, bond yields and exchange rates.

Definition of primary and secondary financial markets and the implications for liquidity.

Description of financial instruments used for borrowing and investment in both public and private sectors and capital and money markets, with particular emphasis on suitability for use by public sector treasury managers.

Role of the DMO in issuing public debt and financial institutions in acquiring and trading in it, and implications for the cost of public borrowing.

This area of the syllabus is core in so far as some aspects are likely to be examined at all sittings.



	
	
	Aim B - Assessment
	(See general note on assessment above)

A range of different exam questions are possible to test this part of the syllabus, but as the Overall Aim accounts for 10% of the syllabus, no exam should contain more than 15% from this area. It is therefore unlikely that a full question would be set entirely from this area, but it would also be very  unlikely that an exam paper would have less than 5% taken from this area.

Assessment should focus on the ability of the candidate to use knowledge of the syllabus material to construct a coherent discussion and explanation of the impact of public borrowing and debt on the economy and financial markets and vice versa. It is entirely possible that a question requiring the analysis of data or information could be set in this area where the question also covers another Overall Aim.



	C
	Discuss taxation theory, identifying comparative taxation systems to the UK and evaluate their impact on public sector financing and responsibilities
	C1) Discuss tax theory and the nature of tax systems in different jurisdictions, including:
· The functions of taxation
· Direct and indirect taxes
· Tax bases
· Tax structures - progressive, regressive and proportional taxes
· Hypothecation or earmarking
· Tax avoidance versus tax evasion
· Implications for public sector organisation funding
· Comparisons of key systems of taxation in different countries. 

	Description of economic stabilisation, redistribution and market failure. Different types of market failure.

Definition and description of direct and indirect taxes (including formal and effective incidence), different tax bases, structures and units including UK examples in each case. Implications of each for different functions and objectives of taxes.

Definition of hypothecated taxes and the rationale for hypothecation, including UK examples.

Legal difference between avoidance and evasion and examples of each. Regulation of tax avoidance schemes by HM Revenue and Customs.

Analysis of impact of raising/lowering taxation rates on avoidance and evasion and implications for total revenue raised and tax administration costs.

Consideration of complexity of the UK tax system and its impact on administration costs, levels of avoidance/evasion, fiscal illusion and economic activity and comparison with simpler “flat rate” systems used particularly in ex-communist eastern European states.

This area of the syllabus is core in so far as some aspects are likely to be examined at all sittings.



	
	
	C2) Evaluate the UK tax system:
· History of local taxation in the UK
· Personal tax and tax credit system
· Private sector taxes
· Interaction of differing taxes and basic tax planning concepts and behaviours
· Impact of competing political agendas: e.g. lowering of capital (inheritance) taxes and shifting of income to gains.
	Description of local Domestic and Business Taxes in the UK since 1990. Analysis of objectives of local taxation reforms over that period and success in meeting those objectives.

Explanation of features of the UK Income Tax system including tax returns, submission and payment dates, penalties, PAYE, tax codes and PAYE forms, deduction at source on interest and dividends and Gift Aid.

Evaluation of different taxes, both local and national, using suitably comprehensive sets of criteria on a comparative basis. Candidates should be able to describe and apply the criteria flexibly to a range of taxes.

Not a core area, but likely to be examined periodically as part of a longer computational or narrative question.



	
	
	Aim C - Assessment
	(See general note on assessment above)

A range of different exam questions are possible to test this part of the syllabus, but as the Overall Aim accounts for 15% of the syllabus, no exam should contain more than 25% from this area. It is therefore unlikely that a full question would be set entirely from this area, but it would also be very  unlikely that an exam paper would have less than 5% taken from this area.

Assessment should focus on the ability of the candidate to use knowledge of the syllabus material to construct a coherent discussion and explanation of the aims and objectives that have resulted in the range of taxes we currently have, the problems and issues raised by the taxation system and to discuss and evaluate possible amendments and alternatives to the current system.



	D
	Determine the corporation tax liability of a trading company and identify tax-efficient strategies for it
	D1) Identify trading and non-trading activities by reference to the badges of trade.
	Identification and description of the badges of trade and application to a scenario in order to make an assessment of whether activities are trading or non-trading.

Not a core syllabus area, but likely to be examined periodically as part of a longer question. Credit will be given for demonstration of understanding, application and reasoning rather than the “right” answer.



	
	
	D2) Describe periods of account, accounting periods and corporation tax financial years.
	Description of rules determining different time periods and their application to a scenario given in a question.

This area of the syllabus is core and is likely to be examined at most sittings, possibly in narrative form, but more likely by way of application of the rules in a computational question (or even both).



	
	
	D3) Determine the taxable trading profits of a trading company and calculate available capital allowances. (Recognise the impact of international financial reporting standards on taxable profits).
	Determination of taxable trading profit from accounting profit via the elimination of non-trading income (chargeable gains, property income, income from non-trading loan relationships, dividend income) and non-allowable expenses and the calculation and inclusion of capital allowances on plant and machinery.

This area of the syllabus is core and is likely to be examined at most sittings, most likely by way of application of the rules in a computational question, but narrative questions are also a possibility. 



	
	
	D4) Calculate the property income of a company that lets property to tenants.
	Calculation of property income on an accruals basis, and deduction of allowable expenses, including multiple properties, the wear and tear allowance and renewals basis and capital allowances on plant and machinery.

This area of the syllabus is core and is likely to be examined at most sittings, but most likely by way of application of the rules in a computational question the bulk of which is focused on other aspects of Corporation Tax. Narrative questions are also a possibility.

	
	
	D5) Calculate a company's loan relationship income and apply the corporation tax rules with regard to loan relationships.
	Calculation of non-trading loan relationship income and expenditure, although expenditure is less likely to be examined.

This area of the syllabus is core and is likely to be examined at many sittings, but most likely by way of application of the rules in a computational question the bulk of which is focused on other aspects of Corporation Tax. Narrative questions are also a possibility.



	
	
	D6) Determine a company's chargeable gains in relation to its disposals of chargeable assets, dealing correctly with:
· Part disposals
· Assets acquired before 31 March 1982
· Disposals of chattels and wasting assets
· Disposals of stocks and shares
· Roll-over and hold-over relief on the replacement of a business asset.
	Calculate amounts to be included in Corporation Tax computations for all areas of the learning objective including multiple disposals featuring gains and losses in the same or successive periods.

Computation of gains on share disposals to include very recent acquisitions, s104 holding, 1982 holding but not pre-1965 holding.

Replacement of business assets should include replacement with depreciating and non-depreciating assets. 

Explanation and calculation of the interaction with capital allowances, particularly where losses occur.

This area of the syllabus is core and is likely to be examined at most sittings, either in brief by way of application of the rules in a computational question the bulk of which is focused on other aspects of Corporation Tax, or in more detail as a separate question. Narrative questions are also a possibility.



	
	
	D7) Calculate a company's corporation tax liability for an accounting period.
	Calculate Profits Chargeable to Corporation Tax and Profits from a variety of income sources for a company and apply the correct rates of Corporation Tax including small profits and main rates and marginal relief and Accounting Periods straddling Financial Years with rate changes and Accounting Periods of less than 12 months.

This area of the syllabus is core and is likely to be examined at most sittings as part of a computational question.



	
	
	D8) State the normal due date of payment for corporation tax and explain the operation of the system of payment by instalments and the system of self-assessment for companies.
	Calculate and state normal date for payment and dates and amounts for payment by instalments where applicable.

Describe system for self-assessment, penalties and interest and calculate penalties and interest charges.

Not core, but likely to be examined as one part of a larger question through a combination of narrative and computation.



	
	
	D9) Identify tax-efficient ways of relieving a company's trading losses and non-trading losses.
	Apply Carry forward of trade loss relief and Trade loss relief against total profits, property, and capital losses and net debits on non-trading loan relationships appropriately. Calculate losses carried forward and identify qualifying charitable donations lost as a result of loss relief claimed.

Describe the rules for claiming loss reliefs of different types. Calculate the effective rate of loss relief achieved and discuss factors to be considered in deciding how to relieve losses.

Not core but likely to be examined frequently by a combination of calculations and narrative, as a separate question or part of a wider-ranging narrative question.



	
	
	Aim D - Assessment
	(See general note on assessment above)

As the Overall Aim accounts for 25% of the syllabus, it is essential that it is assessed in some depth in every examination, consisting of a full question or substantial part of at least one question.

Assessment should focus on the ability of the candidate to calculate correct figures required for the various types of income in the build-up of a Corporation Tax computation and to calculate the liability itself. Narrative elements should further assess understanding and application of the rules and knowledge of the administration of the system.



	E
	Calculate the income tax and National Insurance contributions payable in relation to an employee and identify the taxation treatment of different forms of employee remuneration
	E1) State the classes of income falling within each category for income tax purposes.
	Describe non-savings, savings and dividend income, calculate tax credits and the amounts to be included in Total Income for Income Tax liability computation purposes.

This is a core syllabus area and is likely to be examined at most sittings by a combination of narrative and computational questions.



	
	
	E2) Prepare the income tax computation of an employee, applying the correct rates of tax to non-savings income, savings income and dividends.
	Carry out Income Tax computations making appropriate adjustments for tax credits, distinguishing between taxable and exempt income explaining the treatment of different income items and calculating taxable amounts as appropriate.

Apply correct personal allowances and adjust for Gift Aid paid.

Apply the correct rates of Income Tax to calculate tax liability.

Adjust tax liability for tax already suffered to give tax payable.

This is a core syllabus area and is likely to be examined at most sittings by a combination of narrative and computational questions.



	
	
	E3) Identify the personal allowances to which an employee may be entitled.
	Apply when applicable basic personal allowance and calculate correct Age-related Personal Allowances and Married Couples Allowance, including where the same individual claims both.

This is a core syllabus area and is likely to be examined at most sittings by a combination of narrative and computational questions.



	
	
	E4) Formulate the income tax reliefs available to an employee who makes charitable gifts.
	Describe the Gift Aid and Give as You Earn schemes and the benefits available to the charity and the taxpayer.

Adjust Income Tax computations for charitable gifts, including Gift Aid payments by taxpayers claiming basic personal allowance, Age-related Personal Allowances and Married Couples Allowance.

This is not a core syllabus area but is likely to be examined frequently by a combination of narrative and computational questions.



	
	
	E5) Explain the distinction between employment and self-employment and explain the tax significance of this distinction.
	Discuss the distinction between employment and self-employment with particular reference to allowable expenses and National Insurance contributions.

Describe the factors to be considered in distinguishing a contract of service from a contract for services, and discuss relevant case law in this area. Apply the factors flexibly in consideration of an individual’s employment/self-employment status.

Discuss the IR35 rules on contracts for personal services and also the rules relating to managed service companies. Describe the implications for individuals who are affected by the rules.

This is not a core syllabus area, but is likely to be examined frequently by way of narrative questions as part of a broader question on Income Tax.



	
	
	E6) Calculate the employment income of an individual, dealing correctly with benefits in kind and non-taxable emoluments.
	Describe the general rules on benefits as they apply to lower-paid and P11D employees.

Describe the rules relating to be benefits in kind received in the form of cars for personal use, other assets loaned and gifted for personal use, beneficial loans, vans, pool cars and living accommodation, including job-related accommodation and ancillary services. Calculate the taxable benefit relating to each benefit.

This is a core syllabus area and is likely to be examined at most sittings by a combination of narrative and computational questions. This could be a whole question with a significant narrative element, or as part of a broader computational question on Income Tax.



	
	
	E7) Calculate the Class 1 and Class 1A National Insurance contributions payable in relation to an employee.
	Calculate Primary and Secondary Class 1 and Class 1A National Insurance contributions, and describe the rules pertaining to them.

Describe the National Insurance system including National Insurance periods and payment dates, thresholds and limits.

This is not a core syllabus area but is likely to be examined frequently by a combination of narrative and computational questions as part of a broader computational question on employment taxation.



	
	
	E8) Describe the system of self-assessment for individuals and the PAYE system.
	Describe the system of Income Tax returns including the circumstances under which a person is likely to be required to complete a return, deadlines for submissions of returns and penalties for non-submission of returns and errors on returns.

Describe the PAYE system including PAYE periods, payment dates, Table A and Table B, tax codes and tax forms including P2, P9D, P11D, P14, P35, P45 and P60 forms.

This is not a core syllabus area, but is likely to be examined frequently by way of narrative questions as part of a broader computational question on employment taxation.



	
	
	Aim E – Assessment
	(See general note on assessment above)

As the Overall Aim accounts for 20% of the syllabus, it is possible that a full question would be set entirely from this area, and could be combined with coverage of Overall Aims D or E. It is unlikely that an exam paper would have less than 15% taken from this area.

Assessment should focus on the ability of the candidate to calculate correct figures required for the various types of income in the build-up of an Income Tax computation and to calculate the liability and tax payable using a good range of benefits and allowances. Narrative elements should further assess understanding and application of the rules and knowledge of the administration of the system.



	F
	Explain the principles of value added tax (VAT) and apply these principles to public sector organisations
	F1) Identify the VAT implications of making standard-rate supplies, reduced-rate supplies, zero-rate supplies and exempt supplies.
	Identify and describe the relevant sections of the VAT Act in respect of reduced-rate, zero-rate and exempt supplies and the consequences of the different types of supply for charging Output Tax and recovery of Input Tax.

This is a core syllabus area and is likely to be examined at most sittings by a combination of narrative and computational questions.



	
	
	F2) State the circumstances in which VAT registration and deregistration are compulsory and explain why registration might occur voluntarily.
	Describe the rules for compulsory VAT registration and apply them to the circumstances of an individual trader. Describe the disaggregation anti-avoidance provisions.

Describe the circumstances under which voluntary registration may be beneficial to a business. Describe the circumstances under which HM Revenue and Customs will allow deregistration or exempt the business from registration.

This is a core syllabus area and is likely to be examined at most sittings by a combination of narrative and computational questions.



	
	
	F3) Explain how a registered person accounts for VAT to HM Revenue and Customs, with particular reference to:
· The meaning and significance of the tax point

· The purpose and contents of a VAT invoice

· The accounting records which must be maintained by a taxable person

· The annual accounting scheme
· The cash accounting scheme
· The flat-rate scheme for small businesses
· The VAT treatment of bad debts
· Non-deductible input tax
· The supply of fuel for private motoring.

	Describe in detail the legal provisions relating to all the items listed in this learning objective including relevant limits on taxable turnover, and time limits.

These cannot in total be described as a core syllabus area, but some aspects of this learning objective are likely to be examined at each exam sitting as part of a broader narrative question. Some aspects such as tax points, the supply of fuel for private motoring and the annual accounting scheme may be included in a computational question.

	
	
	F4) Calculate the amount of VAT payable or reclaimable for a tax period.
	Calculate output tax and income tax recoverable relating to supplies of a variety of types and apply fuel scale charges on fuel for private motoring.

This is a core syllabus area and is likely to be examined at most sittings by as part of a computational question.



	
	
	F5) Apply the VAT rules relating to partial exemption.
	Describe the reasons for VAT partial exemption provisions, the standard and simplified methods for applying partial exemption and the de minimis rules. Apply the standard and simplified methods to the calculation of recoverable input tax for a business including de minimis calculations.

This is not a core syllabus area but is likely to be examined frequently by a combination of narrative and computational questions.



	
	
	F6) Explain the special VAT rules that apply to local authorities and other statutory bodies, NHS bodies, educational institutions and charities.
	Describe and apply the rules, which allow local authorities and NHS bodies to treat non-business supplies as business supplies, and the special de minimis limits that apply to partial exemption.

Describe the VAT reliefs available to charities and the conditions organisations must meet to qualify for these reliefs.

This is not a core syllabus area, but these rules will be examined relatively frequently usually in narrative form as part of a broader question on VAT.



	
	
	F7) State the special VAT rules relating to property transactions.
	Describe the VAT liability of various property supplies (standard-rated, zero-rated or exempt) and the impact this will have on input tax recovery.

Describe the option to waive exemption, the circumstances under which this may be beneficial to a business and the impact on input tax recovery.

This is not a core syllabus area, but these rules will be examined occasionally usually in narrative form as part of a broader question on VAT.



	
	
	F8) Describe the administration of the VAT system and state the penalties which may be imposed for a breach of VAT regulations.
	Describe the administration of the VAT system including the role of the VAT Central Unit and Local VAT Offices, the systems of assessments and appeals, and registration of VAT avoidance schemes.

Describe the main criminal and civil penalties including criminal fraud, failure to notify liability to register, VAT “wrongdoing”, breaches of regulations, default surcharge and the new common penalty regime for incorrect returns.

Describe the provisions for charging and paying interest to and by HM Revenue and Customs including default interest and the related repayment supplement.

These cannot in total be described as a core syllabus area, but some aspects of this learning objective are likely to be examined at each exam sitting as part of a broader narrative question. Some aspects such as default surcharge and repayment supplement may be included in a computational question.



	
	
	Aim F – Assessment
	(See general note on assessment above)

As the Overall Aim accounts for only 10% of the syllabus, it is unlikely that a full question would be set entirely from this area, and it should be assessed in a question containing significant coverage of another Overall Aim. It is unlikely that an exam paper would have less than 5% taken from this area.

Assessment should focus on either the ability of the candidate to calculate elements of a business’s VAT return, including more complex issues such as partial exemption, or the ability to apply and  explain features of the VAT system using calculations as appropriate, or a combination of the two.
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