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1 INTRODUCTION
The overall aim of this qualification is to accredit candidates’ knowledge and understanding of the fundamental principles concerned in a wide range of skills required in the preparation of reports relating to the area of financial management, and/or overseeing the process of financial management within the business organisation. This over-arching qualification contains five mandatory units and one optional units (from the 3 optional units given).  

The mandatory units are those of the Level 4 Diploma in Accounting to International Standards, the Level 4 Diploma in Personal and Business Tax and the level 4 Diploma in Financial Information for Managers as follows:

Unit 1 Prepare and appraise Financial Statements
Unit 2 Preparing Personal Taxation computations
Unit 3 Preparing Business Taxation computations

Unit 4 Financial Management and Investment Decision Making
Unit 5 Budgetary Control and Assessment of Financial Performance
The first unit is concerned with the processes necessary to prepare financial statements for sole traders, partnerships and limited liability businesses and complete the necessary calculations associated with Cash Flow Statements and consolidated financial statements.  Candidates will also be able to develop the skills necessary to complete analysis of the organisations financial situation using pre-determined ratios. It will specifically concentrate on the preparation of financial statements and cash flow forecasts in accordance with International Accounting Standards. The second unit is looking to develop an understanding of income tax and the work of the Revenue and Customs. It will concentrate on the production of schedules of property and investment income and Income Tax and Capital Gains Tax computations for individuals. Unit 3 will look to develop an understanding of Corporation Tax and the relationship with Income Tax and Capital Gains tax. It will concentrate on calculations for capital allowances and the production of Corporation Tax and Capital Gains tax computations for companies. The fourth unit is concerned with developing knowledge and understanding of management accounting methods and skills which can be used to address specific problems of working capital management, raising finance and evaluating capital investment opportunities. Finally the unit 5 module is concerned with the knowledge and understanding of budgetary control techniques and methods of performance measurement and to develop the necessary skills to address a variety of practical problems presented through scenario questions.
The one option unit can come from the IAB Level 3 Diplomas in Business Law, Computerised Payroll and Payroll and are as follows:
Unit 6 The Application of Business Law in Small Businesses
Unit 7 Computerised Payroll administration

Unit 8 Managing Payroll Administration
By completing one of these further units of study the candidate will demonstrate a wider knowledge of financial management and the relevant skills at Level 3.
To be awarded the qualification, candidates are required to successfully demonstrate their competence by means of six external examinations. It will also provide progression to enable candidates to progress to other related qualifications in the accountancy profession, and Foundation and Bachelor degrees in Accounting.

2
AIMS
In summary, the qualification aims to enable candidates to: 

1 
Assess their competence and understanding in carrying out a range of advanced book-keeping and accounting routines in accordance with International Accounting standards. 
2        Take responsibility for tax computations of individuals and businesses. It is also designed for those providing advice to small businesses such as Accountants, Book-keepers and Business Advisors.
3         Apply knowledge and the application of financial management techniques that help managers to control available resources, make suitable investment decisions and assess whether shareholder value has been enhanced.
4
Assess a wider range of financial skills and knowledge by the study of financially related subjects such as payroll or computerised payroll.  Candidates may also opt to study a unit relating to Business Law which will give an underpinning knowledge of laws relating to the preparation of financial statements and financial operations within the business structure.
3
TARGET GROUP
This IAB qualification is specifically designed to appeal to those who are aspiring to become, or who are already financial managers.  By completing this full qualification candidates will have gained a wide range of skills necessary to work as a Financial Manager within a small to medium sized business structure.
This Level 4 qualification is primarily designed for the following candidates:

1
Those who already have some book-keeping/accounting, taxation or costing experience and who wish to acquire further skills and knowledge required to become Financial Managers.

2
Those candidates who already hold some IAB Level 3 qualifications (including possibly the level 3 Diploma in Financial Administration) and wish to progress onto the higher level 4 qualifications.
3
Those who are already employed in Accounting or allied roles and who wish to enhance their firm foundation to perform some advanced routines in accounting, taxation and financial management. 
4       Those who are preparing for or already obtained one or more of the following IAB level 4 qualifications; the Level 4 Diploma in Accounting to International Standards, the Level 4 Diploma in Personal and Business Tax and the level 4 Diploma in Financial Information for Managers
5 
Those who may wish to continue to a higher level of study in Accounting, Taxation, Management Accounting and Business Law plus other related subjects and qualifications.

4
STATEMENT OF LEVEL

This qualification has been designed to assess the knowledge and skills of personal and business tax, manual accounting and financial management at Level 4 of the National Qualifications Framework. If the Payroll options are taken then the knowledge and skills of manual and computerised payroll at Level 3 of the National Qualifications Framework are also covered.
5
ENTRY REQUIREMENTS

It is recommended that before commencing a course leading to the IAB Level 4 Diploma in Financial Management the prospective candidate has already achieved the IAB Level 3 Diploma in Accounting and Advanced Book-keeping and the IAB Level 3 Diploma in Cost and Management Accounting.  If the Payroll options are taken then the candidate should have already achieved the IAB Level 2 Certificate in Payroll and/or the IAB Level 2 Certificate in Computerised Payroll.  Alternatively, they should have comparable prior knowledge and skills acquired through paid or voluntary work experience.  

The candidate does not need to provide evidence of a qualification at Level 3 to the IAB to enable entry for the examination but the Centre/tutor will be required to confirm, through signature on the examination entry form, that they consider that the candidate has either an IAB Level 3 Diploma in the relevant skills they are wishing to be examined in, or a qualification recognised as equivalent by the IAB or acquired the relevant prior knowledge and skills necessary.

Candidates who are studying independently (ie not undertaking a course of study through an IAB accredited centre either by attendance or distance learning), will be required to confirm by their own signature on the examination entry form that either they have the necessary underpinning knowledge and skills necessary.
As the examinations test the application of knowledge, understanding and skills and not simply the recall of facts and figures, candidates will be expected to demonstrate an understanding of the subject area and to apply this knowledge in the various examinations.

Information regarding equivalent qualifications can be found via the IAB web-site (www.iab.org.uk) or by contacting the IAB directly.

6
PROGRESSION

The qualification has been designed to provide the essential knowledge, understanding and skills required to complement and enable candidates to progress to other related qualifications at Level 4 of the National Qualifications Framework. The qualification will also provide a basis for progression to the professional levels of all forms of accounting and to Foundation and Batchelor degrees in Business Studies and Accounting. 
An IAB Financial Manager is entitled to use both the designatory letters IABFinMgr and the title of ‘Registered Financial Manager®’
7
THE STRUCTURE OF THE QUALIFICATION

The Level 4 qualification consists of 6 units examined by means of 6 examinations ranging between 2½ and 3 hours each.  It contains manual and computerised aspects (if the computerised payroll option is chosen) and comprises thirty (30) mandatory Learning Outcomes with associated Assessment Criteria.  It also contains a minimum of 4 (maximum of 10) further Learning Outcomes with associated Assessment Criteria. 
Teachers/trainers may find it necessary to address the individual Units and therefore the Learning Outcomes in a different order initially to those shown in the Unit Specifications.  Teachers and trainers should ensure that learning programmes are designed to meet the needs of individual candidates.  They should also ensure that learning programmes take account of the need for candidates’ to continue to be fully competent in the knowledge and skills gained during their initial study of manual book-keeping.

It is considered that the full qualification has an estimate of between 255 and 270 GLH covering both the mandatory and optional Units, or 510 to 540 hours of Notional Learning Time (NLT).  It is ‘notional’ because the actual GLH, or NLT, of course must take into account the specific needs of the individual candidates for the full qualification.  For example, candidates who are relatively new to working with some areas of the syllabus may need significantly more GLH/NLT as opposed to those with substantial experience who may need less.  Teachers/trainers should use their professional judgement in assessing the needs of candidates and deciding the GLH/NLT to be provided.  
8
ASSESSMENT AND GRADING

All Learning Outcomes will be assessed through 6, externally set and marked, 2½ - 3  hour examinations each consisting of a series of  hand-written questions. If the computerised payroll option is chosen then this will involve computerised tasks.  The examinations will build on the candidates’ accounting, payroll and costing knowledge within the mandatory units and payroll or business law within the optional units, and will assess the candidate’s ability in relation to the Learning Outcomes. Candidates will be required to carry out the tasks accurately and in keeping with current accounting concepts and practice.  Faults will be incurred where candidates make errors in numeracy, spelling or failing to follow required procedures. 

In order to achieve a Pass, candidates will be required to complete the assessment tasks without exceeding the permitted error tolerance.  Candidates will be required to pass all examinations before successfully completing the qualification.
To achieve the qualification, candidates must obtain at least 55% in the examinations of the following units. Those of the Level 4 Diploma in Accounting to International Standards (Prepare and Appraise Financial Statements), the Diploma in Personal and Business Tax (Preparing Personal Taxation computations and Preparing Business Taxation computations), the Diploma in Financial Information for Managers (Financial Management and Investment Decision Making and Budgetary Control and Assessment of Financial Performance) and the Diploma in Business Law (The Application of Business Law in Small Businesses). Such candidates are categorised into four grades as  as follows:

PASS AND FAIL MARKS/PERCENTAGES – Pass Mark of 55%

A*
DISTINCTION WITH COMMENDATION

95% and above

A
DISTINCTION




85 – 94.99% 

B
CREDIT





70 – 84.99% 

C
PASS






55 – 69.99% 

M
MARGINAL FAIL




50 – 54.99%

F
FAIL






Below 50%

The pass rate for the Diploma in Payroll (Managing Payroll Administration) and the Diploma in Computerised Payroll (Computerised Payroll administration) is 65%.  Such candidates are categorised into four grades as follows:
PASS AND FAIL MARKS/PERCENTAGES – Pass Mark of 65%

A*
DISTINCTION WITH COMMENDATION

95% and above

A
DISTINCTION




85 – 94.99% 

B
CREDIT





75 – 84.99% 

C
PASS






65 – 74.99% 

M
MARGINAL FAIL




60 – 44.99%

F
FAIL






Below 60%

Candidates may sit the examinations on either the specific dates set and published by the IAB or on dates set by centres on an ‘On-demand’ basis (if available). Centres are advised to consult the IAB Centre Handbook on the IAB website (www.iab.org.uk) or contact the IAB for details of how to arrange an 'On-demand' examination.  All necessary security of candidate data and information will be undertaken by the IAB.
9
CERTIFICATION
All candidates who achieve a Pass grade will receive a formal Results Letter for each Unit undertaken and on successful completion of all examinations the candidate may apply for the IAB Level 4 Diploma in Financial Management.
10
NVQ IN ACCOUNTING LEVELS 3 AND 4 SIGN-POSTING 

A sign-posting map is provided within the specification for each individual qualification demonstrating the links between the qualifications and the knowledge and understanding requirements of the NVQ in Accounting at Levels 3 and 4.
11 
SIGNPOSTING TO NATIONAL OCCUPATIONAL STANDARDS IN 
BUSINESS ENTERPRISE

A sign-posting map is provided within the specification for the Level 3 Diploma in Business Law and the knowledge and understanding requirements of the NVQ in Business Enterprise.

12
KEY SKILLS LINKS  

During their study towards the qualification, candidates may have opportunities to develop the knowledge and skills necessary to produce some of the evidence required for the Level 4 for the following Key Skills:
Communication

Working with Others

Application of Number

Information Communication Technology

Improving Own Learning and Performance

Problem Solving
Mapping against Key Skills can be found within the qualification specifications for each individual qualification within this overarching qualification.
13
SPIRITUAL, MORAL, ETHICAL, SOCIAL AND CULTURAL VALUES

Tutors preparing candidates would have opportunities to introduce relevant ethical, social and moral values throughout a course leading to this qualification.  Of specific relevance would be matters of honesty and integrity, probity and confidentiality of information.  In addition, the IAB Framework for Regulation and Code of Best Practice also underpin all Learning Outcomes of the qualification.

14
HEALTH AND SAFETY ISSUES, ENVIRONMENTAL ISSUES AND EUROPEAN DEVELOPMENTS

There is basic coverage of Health and Safety issues relating to the office working environment within the computerised unit of this qualification.
Health and Safety and European Developments will be covered throughout the Unit relating to Business Law.  Specifically, these issues are covered in the Learning Outcomes in the areas of Negligence, Employment Law and the English Legal System.

Health and Safety:  Employer and employee relationships often focus on issues of health and safety and the need to ensure the well-being of all concerned.  Consequently, health and safety issues are addressed throughout this unit.
European developments:  Since the UK joined the European Union, European Law has become an important source of law affecting important areas such as consumer protection, health and safety, human rights and business activities.  Consequently, the impact of European developments on UK laws is considered throughout this unit.
15
REASONABLE ADJUSTMENTS FOR CANDIDATES WITH PARTICULAR REQUIREMENTS

The IAB and IAB Accredited Centres are required to ensure that candidates with particular assessment needs are not disadvantaged and that appropriate arrangements are made to meet their assessment needs. The procedure to make an application for arrangements to meet a candidate’s specific needs is detailed in the IAB Centre Handbook.
16
ENQUIRIES AND APPEALS

The IAB and IAB Accredited Centres are required to process all enquiries and appeals in accordance with the IAB established procedures.

17
UNIT ASSESSMENT
Candidates may sit the examination for any of the units on the specific dates set and published by the IAB. This information can be found on the IAB website (www.iab.org.uk). Contact the IAB for details on whether it is possible to arrange an 'On-demand' examination.  All necessary security of data and information will be undertaken.

18
UNIT SPECIFICATIONS

For Unit Specifications see pages 9 – 39 of this document.

UNIT 1:  Prepare and appraise financial statements (Mandatory) - Unit accreditation number J/501/3710
GLH: 90 hours 




ASSESSMENT TIME: 3 hours

Aim

Upon the completion of study for this qualification, it is intended that the candidate will be able to:

· Prepare financial statements for a limited company in a format suitable for internal use

· Understand the significance and scope of the Regulatory Framework

· Understand the purpose of the Conceptual Framework

· Identify users of financial statements

· Prepare financial statements in a published format in accordance with International Accounting Standards requirements

· Prepare a Cash Flow Statement in accordance with International Accounting Standards requirements

· Prepare Consolidate financial statements

· Use accounting ratios and interpret performance

Prior Knowledge and Skills Requirements 

Before starting a course of study or training leading to the assessment for this qualification, it is assumed and is advisable that the candidate has already acquired the knowledge and skills as specified in the IAB Level 3 Diploma in Accounting and Advanced Book-keeping or any other compatible qualification.  In particular candidates should be proficient in the applications of period end adjustments and the preparation of financial statements for sole traders and partnership organizations.
	Learning Outcome
	Assessment Criteria

	
	

	1
	Prepare financial statements for a limited company in a format suitable for internal use
	Understand the principle of limited liability, the legal status of a limited company and the procedures in forming a limited company.

	
	Be able to:

· Demonstrate an understanding of the term ‘limited liability’.

· Demonstrate an awareness of the classes of limited company (public and private)

· Explain the legal status of a limited company

· Demonstrate an awareness of the advantages and disadvantages of a limited company compared to other types of business organisation

· Demonstrate a knowledge of formation, procedures and documentation:

· Prospectus

· Memorandum of Association

· Articles of Association

· Understand the capital structure of a limited company



	
	Be able to:

· Differentiate between shares and debentures as a source of capital

· Explain the key features of ordinary shares and preference shares


	Learning Outcomes
	Assessment Criteria

	1
	Prepare financial statements for a limited company in a format suitable for internal use

(continued)
	· Show an appreciation of the following terms that apply to share capital:

· Authorised Share Capital

· Issued Share Capital

· Called Up Capital

· Uncalled Capital

· Paid Up Capital

· Share Premium

· Bonus issue of shares

· Rights issue of share

· Explain the meaning of the terms ‘Reserves’ and differentiate between ‘Capital Reserves’ and ‘Revenue Reserves’

· Differentiate between interest paid to debenture holders and dividends paid to share holders

· Account for:

· Debenture interest paid

· Debenture interest accrued

· Interim dividend paid

Understand that the profits of a limited company and that tax is payable in the form of Corporation Tax.

Be able to:

· Account for a year end Corporation Tax provision

· Account for an over-provision or under-provision of Corporation Tax brought forward from a previous financial period.

Understand the form and function of financial statements prepared on behalf of a limited company. 

Be able to prepare financial statements in a format designed for internal use, applying accounting adjustments and appropriate profit in accordance with the proposals of the Company Directors.

Be able to prepare an Income Statement suitable for internal use (to include the appropriation of profit).  The Statement should show:

· Items of income, cost and expense

· Net Profit or loss in year

· Transfers to general or specific reserves

· Interim dividends paid

· Retained profit brought forward

· Retained profit at year end

Be able to prepare a Balance Sheet



	
	

	2
	Understand the significance and scope of the Regulatory Framework
	Understand that the keeping of financial records and preparation of financial statements for a limited company is subject to a much stricter legal framework than is the case for other types of business organisation.

	
	

	Learning Outcomes
	Assessment Criteria

	2
	Understand the significance and scope of the Regulatory Framework (continued)


	Be able to:

· Identify the main sources of legislation within the legal framework.

· Demonstrate a knowledge of the accounting principles embodied within the legislation, in particular the concepts of:

· Going Concern

· Consistency

· Prudence

· Accruals

· Separate Valuation

Understand the purpose of Accounting Standards.

Be able to:

· Demonstrate a knowledge and understanding of the standard setting process.

· Identify who must prepare financial statements in accordance with International Accounting Standards

· Identify the various bodies involved in the International Standard setting process

· Demonstrate an awareness of the function of each of the bodies within the standard setting process

· Have a knowledge of the steps within the standard setting process from the identification of accounting topics for development to the publication of an accounting standard

Demonstrate an awareness of the requirement to prepare financial statements that are true and fair.

	3


	Understand the purpose of the Conceptual Framework
	Understand the purpose of the Conceptual Framework issued by the IASB and be aware of the topic areas within the Conceptual Framework.

Be able to:

· Demonstrate an awareness of the purpose of the Conceptual Framework and know who the framework is designed to assist

· Demonstrate a knowledge and understanding of the topic areas of which the Conceptual Framework comprises:

· The objectives of financial statements 

· Fundamental principles and underlying assumptions

· Qualitative characteristics of financial statements

· The elements of financial statements

· Recognition of the elements of financial statements

· Measurement in financial statements

· Concepts of capital maintenance (not examinable)


	Learning Outcomes
	Assessment Criteria

	4
	Identify users of financial statements
	Understand how financial statements are designed to focus on the information needs of user groups.

Know who uses financial statements and the scope of their interest

Be able to identify the main users of financial statements and indicates the scope of their interest.



	5
	Prepare financial statements in a published format in accordance with International Accounting Standards requirements
	Understand that financial statements prepared for publication, on behalf of a limited company, must conform to a format prescribed by Accounting Standards.

	
	
	Be able to:

· Demonstrate a knowledge of the objectives of financial statements prepare for publication

· Demonstrate a knowledge of the range of financial statements prepared for publications and be aware of their purpose:

· Income Statement

· Statement of changes in Equity

· Cash Flow Statement

· Balance Sheet

· Prepare financial statements (Income Statement and Balance Sheet) for publication form a list of ledger account balances, or form information provided in an Extended Trial Balance format, applying appropriate accounting adjustments.  The Statements are to be prepared in accordance with IAS1 requirements.

· Support accounting adjustments applied in preparing financial statements (Income Statement and Balance Sheet) with appropriate Journal entries.

NOTE:

(1) Whilst candidates should have knowledge of the purpose of the 
Statement of Change in Equity they will not be examined on its preparation.  They should, however, be able to prepare a Workings Statement analysing the retained earnings figures appearing on the Balance Sheet.
For example:

                                                              £000

Retained Profit b/fwd                            X

Add:   Operating profit (this year)        X

Less:   Transfers to Reserves                X

Less:   Interim dividend paid                X
Retained Profit (Balance Sheet)          X

(2) Candidates will be provided with pro-formas form use in 

      completing tasks relating to the preparation of the Income 

      Statement and Balance Sheet.

(3) Candidates will NOT be required to prepare statutory notes to the

      accounts, they should, however, prepare workings where 

      appropriate. 

	
	

	Learning Outcomes
	Assessment Criteria

	6
	Prepare a Cash Flow Statement in accordance with International Accounting Standards requirements
	Understand the purpose of the Cash Flow Statement.

Be able to:

· Explain the purpose of a Cash Flow Statement

· Prepare a Cash Flow Statement in accordance with IAS7 requirements, applying the indirect method.  Account for:

· Cash flows from operating activities

· Cash flows from investing activities

· Net increase/(decrease) in cash and cash equivalents

· Cash and cash equivalents at beginning of period

· Cash and cash equivalents at end of period.

NOTE: Candidates will be provided with a pro forma Cash Flow Statement, showing standard headings, for use in completing questions examining this topic areas of the syllabus.

	7 
	Prepare Consolidate financial statements
	Understand the legal and professional requirements relevant to the preparing of consolidate financial statements.

Be able to:

· Demonstrate a knowledge of the objectives and requirements of the following accounting standards:

· IAS27 – Consolidate and Separate Financial Statements

· IFRS3 – Business Combinations

· IAS28 – Investments in Associates

Understand the purpose of preparing consolidate accounts.

Be able to:

· Prepare financial statements (Consolidated Balance Sheet and Consolidate Income Statement) on behalf of a group (parent company and a subsidiary undertaking).

· Explain the term ‘control’ in the context of a parent company and subsidiary relationship.

· Demonstrate knowledge of the circumstances in which an undertaking is deemed to be the parent of another

· Explain the purpose of preparing consolidates accounts for a group

· Demonstrate the level of knowledge and understanding required to prepare a Consolidated Balance Sheet by:

· Establishing the group structure

· Establishing the net assets of a subsidiary (at the date of acquisition and Balance Sheet date)

· Calculating Goodwill on acquisition (including the calculation of Goodwill in circumstances where a fair value on consolidation adjustment is necessary).

· Calculating minority interest

· Calculating group retained earnings (including the calculation of the group share of post acquisition profits of the subsidiary)



	Learning Outcomes
	Assessment Criteria

	7 
	Prepare Consolidate financial statements (continued)
	· Demonstrate the level of understanding required to prepare a Consolidate Income Statement by:

· Applying the single entity principle to items if income and expense

· Adjusting for intra group items – intra group sales, intra group interest and intra group dividends.

· Accounting for the profit for the period attributable to the equity holders of the parent company

· Accounting for the profit for the period attributable to minority interests

NOTE:  

(1)  Candidates will NOT be required to prepare a Consolidated Cash 

       Flow Statement or notes to the financial statements

(2)  Candidates may be set questions requiring them to prepare 
       either a Consolidates Balance Sheet or a Consolidate Income 
       Statement on behalf of a group (parent company with one 
       subsidiary) but not both financial statements.
(3)  Candidates will be provided with pro-formas, showing standard 

       headings, for use in completing questions examining this topic 

       areas of the syllabus.

(4)  Where there are intra group sales it will be assumed that all 

       goods transferred have been sold outside the group by the year 

      end and that all intra group debts have been settled.  As a result:

(a) There will be requirement to account for unrealised profit in

Inventories held at Balance Sheet date

(b) There will be no requirement to adjust the closing consolidated cost of sales value in respect of unrealised profit.

(c) There will be no requirement to account for intra group indebtedness at Balance Sheet date.

Understand the conditions in which one company is regarded as being an associate of another company.

Be able to:

· Differentiate between:

· An investment

· Exercising control

· Exercising significant influence

· Identify the equity percentage holding range that is normally accepted as the basis for assuming that significant influence exists.

Demonstrate knowledge of how in a investment company’s individual accounts (Balance Sheet and Income Statement) the investment in, and dividend income from, an associate company are treated.

	Learning Outcomes
	Assessment Criteria

	7 
	Prepare Consolidate financial statements (continued)
	· Demonstrate knowledge of the principle of equity accounting used in preparing consolidated accounts where a company is an associate of either a parent of subsidiary company.

NOTE:  Candidates may be required to demonstrate knowledge and

understanding of accounting for investments in associates but 

will NOT be required to prepare financial statements for a 

 business combination which include an associate company



	8


	Use Accounting Ratios and interpret performance
	Understand how Accounting Ratios are used in analysis of financial statements as the basis of trend analysis, inter-firm comparison, control and decision making.

Be able to make ratio calculations in respect of:

· Profitability

· Return on Capital Employed

· Net Profit margin

· Asset turnover

· Gross Profit margin

· Liquidity and asset utilisation

· Current ratio

· Acid test (quick asset) ratio

· Trade Receivables ratio (collection period)

· Trade Payables ratio (payment period)

· Inventories turnover

· Investor Ratios

· Earnings per share

· Price earnings ratio

· Dividend cover

· Risk 

· Gearing

· Interest cover

Be able to:

· Express ratios in their normal form

· Display ratios in table format

· Demonstrate an awareness of the limitations of ratios

· Appraised and comment on the financial performance of a business organisations following a ratio analysis exercise.




UNIT 2 – Preparing Personal taxation computations - Unit accreditation number A/501/4725
Aim of the unit

Upon the completion of study for this unit it is intended that the candidate will be able to:  

· Provide an overview of the system of income tax and the work of the Revenue and Customs

· Appreciate the taxation of employment including ‘Benefits in kind’ and tax codes

· Prepare schedules of property income and investment income

· Prepare income tax computations and calculate income tax payable

· Prepare capital gains tax computations for individuals

Prior knowledge and skills requirements

There are no requirements for this unit

	Learning Outcome


	Assessment Criteria

	1 Provide an overview of the system of income tax and the work of the Revenue and Customs


	· Have an understanding of the main sources of tax legislation in the United Kingdom

· Explain the organisation of the Revenue and Customs and the functions that they perform

· Appreciate common reasons for enquiries and the working of the enquiry system

· Identify  the different schedules and cases of income tax and the yearly allowances, tax bands and tax rates

· Explain the workings of self assessment and the responsibilities of the self employed

· Recognise the need and use of the different tax forms used in income tax 

	2 Appreciate the taxation of employment including ‘Benefits in kind’ and tax codes
	· Explain the indicators which allow self-employment to be distinguished from employment

· Appreciate the workings of the PAYE system including an understanding of tax codes

· Explain the rules relating to the system of ‘Benefits in Kind’ 

· Appreciate the tax rules that affect the treatment of company cars 

· Be able to calculate the value of a company car when classed as a ‘Benefit in kind’

· Have an understanding of the treatment of other benefits including:

                     loans

living accommodation

                     other assets



	3 Prepare schedules of property income and investment income
	· Identify the Schedule A expenditure that is allowable and that which is not allowable

· Be able to calculate the basic profit or loss of property income under Schedule A

· Understand the treatment of Schedule A losses

· Explain the principle of  tax deducted at source for interest and dividends

· Be able to calculate total property and investment income along with any tax credits and tax deducted 

	4 Prepare income tax computations using general, investment and property income


	· Using the various income tax schedules be able to calculate taxable income from all sources

· Understand the application of tax rates, tax bands and allowances to be able to calculate income tax due

· Be able to state when any outstanding balance of income tax will need to be paid to the Revenue and Customs

· Appreciate the impact on computations of :

          pension contributions

          AVC’s

          Gifts

	5 Prepare capital gains tax computations for individuals


	· Have an appreciation of the assets which are exempt from capital gains and those which are chargeable

· Explain the basic format to be applied for the computation of each individual gain in respect of shares, chattels, gift of assets and miscellaneous items 

· Have an understanding of indexation and taper relief and be able to apply this to individual gains

· Be able to group together individual gains to maximise the amount of taper relief

· Identify the basis of capital loss and appreciate the rules to be applied in order to maximise the offset of this loss 


UNIT 3 – Preparing Business taxation computations - Unit accreditation number F/501/4726
Aims of the unit
Upon the completion of study for this unit it is intended that the candidate will be able to:

· Provide an overview of the system of Corporation Tax and the relationship with income tax and capital gains tax

· Adjust net profit for Corporation tax purposes

· Understand the purpose of capital allowances and be able to undertake calculations in relation to plant and machinery 

· Prepare capital gains tax computations for companies

· Undertake Corporation Tax computations

· Appreciate the treatment of trading profits and other issues for income tax

Prior knowledge and skills requirement
There are no requirements for this unit

	Learning outcome


	Assessment criteria

	1 Provide an overview of the system of Corporation Tax and the relationship with income tax and capital gains tax
	· Identify and explain the various types of taxes that businesses pay

· Have an understanding of the way Corporation Tax is applied to Clubs and Associations

· Identify the role of the Revenue and Customs and how tax returns work for individuals and companies

· Explain when to pay the relevant taxes

· Identify the way in which National Insurance affects businesses

· Have an understanding of the Corporation Tax computation in outline

	2 Adjust net profit for Corporation tax purposes
	· Be able to identify:

         expenditure that is not allowable

         expenditure that is allowable

· Be able to adjust the net profit to arrive at the Schedule D case 1 assessment for Corporation Tax purposes

	3 Understand the purpose of capital allowances and be able to undertake calculations in relation to plant and machinery 
	· Be able to demonstrate an understanding of the treatment of Plant and Machinery including:

          First Year Allowances

          Writing Down Allowances

          Balancing allowance or charges

· Be able to calculate a plant and machinery capital allowance computation using a standard format

· Be able to explain the treatment of capital allowances affecting industrial buildings

 

	4 Prepare capital gains tax computations for companies
	· Explain the rules relating to capital gains and how it affects the Corporation Tax computation

· Explain the expression ‘deemed purchase price’ 

· Appreciate the difference between chargeable and exempt assets

· Be able to apply an indexation allowance

· Produce a computation of chargeable gains to include:

        proceeds on disposal

        unindexed gain

       indexation allowance

       chargeable gain

· Have an appreciation of the treatment of shares including the matching rule

	5 Undertake Corporation Tax computations
	· Be able to enter adjusted trading profits, capital allowances and capital gains into the Corporation Tax computation in order to determine ‘Profits Chargeable to Corporation Tax’ (PCTCT)

· Be able to apply the different Corporation Tax rates and the calculation of marginal relief in order to determine Corporation Tax liability

· Be able to calculate tax payable and to state when it should be paid

· Appreciate the impact of groups on computations for marginal relief

	6 Appreciate the treatment of trading profits and other issues for income tax


	· Identify the basis of  business taxation for individuals and partnerships

· Explain overlap relief and transitional relief and its application

· Explain the basis of assessment for trading profits under income tax

· Appreciate the rules relating to the adjustment of trading profits for income tax purposes

· Appreciate the treatment of capital allowances for sole traders and partnerships 

· Be able to compute Schedule D Case 1 profits

· Understand the treatment of losses for:

              companies

              sole traders

              partnerships




Unit 4 – Financial Management and Investment Decision Making 

              (Unit accreditation number L/502/0125)
Aim of the Unit

The overall aim of the Unit is to develop knowledge and understanding of management accounting methods and skills which can be used to address specific problems of working capital management, raising finance and evaluating capital investment opportunities.

By the end of the unit the candidate will:

· Understand the role and purpose of financial management

· Understand the management of working capital 

· Understand the importance of liquidity and the difference between cash and profits

· Understand that different sources if finance are available for different organisations and each has different costs

· Understand and use investment appraisal techniques to evaluate capital investment opportunities

Prior Knowledge and Skills Requirements

Before starting a course of study or training leading to the assessment of this qualification, it is assumed and is advisable that the candidate has already acquired management accounting skills to at least Level 3 and has a fundamental understanding of the financial statements (Profit and Loss Account and Balance Sheet) of limited companies.

	Learning Outcome


	Assessment Criteria

	1. Understand the role and purpose of financial management


	Understand that financial management is about planning and controlling the resources of an organisation.

Be able to:

· Explain the purpose of financial management

· Explain the relationship between financial management, financial accounting and management accounting

· Identify possible objectives for an organisation including long and short term objectives and financial and non-financial objectives

· Identify ways in which the planning and control of resources can help to ensure that an organisation achieves its objectives.

Understand that financial management is influenced by the economic environment.

Be able to:

· Explain what is meant by

· Gross Domestic Product (GDP)

· Macroeconomics

· Fiscal policy

· Explain how government policy on inflation, interest rates and exchange rates can affect the activities and performance of an organisation

· Explain the role of financial intermediaries

· Identify the difference between capital markets and money markets

· Explain the trade off between risk and return

· Outline efficient market hypothesis.



	2. Understand the management of working capital 


	Understand that finance is a resource that needs to be managed effectively within the working capital cycle.

Be able to:

· Identify why an organisation needs to monitor and control its working capital needs

· Calculate working capital (cash operating) cycle time for an organisation

· Define over-capitalisation and over-trading.

Understand that each area of the working capital cycle, stock, debtors, creditors and cash, needs to be managed effectively.

Understand the management of stock.

Be able to:

· Identify the benefits of holding stock and the costs of holding stock

· Calculate the Economic Order Quantity (EOQ)

· Identify the advantages and disadvantages if using EOQ

· Describe and evaluate other stock control procedures that might be employed by an organisation:

· Just in Time (JIT)

· Two bin system

· ABC method

Understand the management of debtors

Be able to:

· State the advantages and cost of offering credit to customers

· Calculate debtor days

· Outline the features of an effective credit control policy

· Evaluate the option of improving debtor collection through offering settlement discount. Calculate the cost of offering a settlement discount

· Explain how debt factoring and invoice discounting can assist in the management of debtors

· Calculate the effect on profit of using debt factoring.

Understand the management of creditors.

Be able to:

· Explain the benefits and costs of obtaining trade credit

· Evaluate the benefit/or reduction in cost of purchasing using early settlement discount.




	3. Understand the importance of liquidity and the difference between cash and profits


	Understand that an organisation must monitor and control its liquidity.

Be able to:

· Explain the difference between cash flow and profits 

· Identify how cash flow problems can arise

· Outline the consequences for an organisation that does not have access to sufficient liquid funds

· Describe actions an organisation might take to ease cash flow shortages

· Prepare a cash flow forecast in columnar form, dealing with cash and credit sales, purchases and expenses.



	4. Understand that different sources of finance are available for different organisations and each has different costs.


	Understand that finance should be raised at optimal cost and that different sources of finance are available to different organisations.

Be able to:

· Evaluate different sources of finance and their associated costs. These include ordinary and preference shares, debentures, bank loans, factoring, invoice discounting, hire purchase, leasing and grants

[Note that convertible bonds and warrants are not assessable.]

· Identify the difference between debt and equity financing and the factors that should be considered when evaluating means of raising finance through debt and/or equity

· Describe the necessary requirements for, and process of, a private limited company becoming a public limited company.

	5. Understand and use investment appraisal techniques to evaluate capital investment opportunities


	Understand the importance of the time value of money when appraising capital investment opportunities.

Be able to:

· Explain why the time value of money is important when assessing investment opportunities

· Be able to select the correct information from use discount tables and use to discount future receipts to present values

· Calculate the present value of annuities using annuity discount tables

· Identify and use appropriate techniques and skills to evaluate capital investment opportunities and make recommendations.  

· Payback

· Discounted payback

· Net Present Value (NPV)

· Internal Rate of Return (IRR)

· Accounting Rate of Return (ARR)

· Identify the strengths and weaknesses of each of method

[Note: the effects of inflation and taxation on cash flows for NPV will not be assessed in computation form but may form part of a written task]

· Use sensitivity analysis and ‘what if’ analyses

· Undertake calculations to support lease or buy propositions


Unit 5 – Budgetary Control and Assessment of Financial Performance

              (Unit accreditation number R/502/0126)
Aim of the Unit

The overall aim of the Unit is to develop the knowledge and understanding of budgetary control techniques and methods of performance measurement and to develop the necessary skills to address a variety of practical problems presented through scenario questions.

By the end of the Unit the candidate will:

· Understand the use of forecasting techniques to aid budget preparation

· Understand the role of budgeting in planning and controlling resource

· Understand how variance analysis can be used to monitor performance

· Understand other methods of measuring performance, both financial and non-financial

· Understand the impact of capital structure on shareholder wealth creation

· Understand that shareholder value can be measured in different ways.

Prior Knowledge and Skills Requirements

Before starting a course of study or training leading to the assessment of this qualification, it is assumed and is advisable that the candidate has already acquired management accounting skills to at least Level 3 and has a fundamental understanding of the financial statements (Profit and Loss Account and Balance Sheet) of limited companies.

	Learning Outcome


	Assessment Criteria

	1. Understand the use of forecasting techniques to aid budget preparation


	Understand that budgeting requires figures to be forecast forward from existing data and that there are various forecasting techniques to help achieve this.

Be able to:

· Calculate forecast sales or total costs using linear regression

· Use time series (moving averages) to establish a trend and use this trend to forecast sales or costs

· Adjust time series to account for seasonal variations

· Adjust trends to take account of inflation using index numbers

Understand that there are a number of factors that influence forecasts

Be able to:

· Identify and evaluate factors that influence budgets such as product life cycle, political, economic, social and technological factors (PEST analysis)

	2.  Understand the role of budgeting in planning and controlling resources


	Understand the budget setting procedure.

Be able to:

· Identify the planning and control cycle

· Outline the role of the budget committee and the budget officer

· Describe the stages of budget preparation

· Describe the features of different methods of preparing budgets: incremental budgeting, zero based budgeting and rolling budgets

· Explain the importance of budget monitoring through feedback, control action, feed forward and performance reporting.

Understand that an organisation may need to prepare a number of different budgets which will be used to create a master budget.

Be able to:

· Prepare a sales budget

· Prepare a production budget

· Prepare a materials usage budget, adjusting for wastage

· Prepare a materials purchases budget

· Prepare a labour utilisation budget, adjusting for idle time

· Prepare a capital expenditure budget

· Adjust budgets to deal with limiting factors: limited materials, limited labour and limited machine hours

· Calculate the optimal product mix when faced with limiting factors

· Flex a budget and calculate variances.

	3. Understand how variance analysis can be used to monitor performance


	Understand that variances from budget can be analysed into constituent parts to assist in monitoring performance and controlling costs

Be able to:

· Explain the principles of standard costing

· Describe different types of standard (ideal, attainable, current and basic)

· Calculate and interpret variances:

· Material price and usage

· Labour rate and efficiency

· Fixed overhead expenditure

· Fixed overhead capacity

· Fixed overhead efficiency

· Variable overhead rate and efficiency

· Prepare a statement reconciling actual cost with standard cost

· Identify the type of action to be taken where variances occur between expected and actual costs.

[Note: Variance analysis could be assessed under a marginal costing system or a full absorption costing system]

	4. Understand other methods of measuring performance, both financial and non-financial


	Understand that there are different ways of measuring performance

Be able to:

· Describe and give examples of quantitative (financial and non-financial) and qualitative performance indicators

· Describe the nature of benchmarking

· Calculate and interpret financial ratios:

· Profitability ratios (gross profit, net profit, ROCE)

· Liquidity (current ratio, acid test ratio)

· Working capital (debtor, creditor and stock days)

· Control (efficiency, activity, capacity)

· Make comparisons of performance over time using ratio analysis

· Explain how the balanced scorecard can be used to measure performance.



	5. Understand the impact of capital structure on shareholder wealth creation
	Understand the significance of financial gearing.

Be able to:

· Distinguish between, and define, financial gearing and operating gearing

· Calculate and interpret the following ratios:

· capital gearing ratio

· debt/equity

· interest cover

· earnings per share (EPS)

· price/earnings (P/E) ratio

Understand that all management decisions carry an element of risk and that this risk is reflected in the return required by investors.

Be able to:

· Define systematic risk, unsystematic risk and beta factors

· Describe the elements of the Capital Asset Pricing Model and its advantages and disadvantages.

Understand that the cost of capital is the required rate of return by investors and that it comprises two elements, the cost of equity and the cost of debt.

Be able to:

· Calculate the cost of equity using dividend valuation method, dividend growth model and CAPM

· Calculate the after tax cost of debt

· Calculate the Weighted Average Cost of Capital (WACC)

Understand that value creation can be achieved by lowering the WACC.

Be able to:

· Describe the effect that increasing financial gearing has on WACC

· Explain how shareholder value can be increased when WACC is reduced.


	6. Understand that shareholder value can be measured in different ways


	Understand that different valuation techniques provide different measures of shareholder value.

Be able to:

· Outline the principles of value-based management

· Calculate the value of a company from given information and evaluate the results using the following methods:

· Market capitalisation

· Net Asset Value

· P/E multiple

· Dividend growth model

· Shareholder Value Analysis (SVA)

· Economic Value Added

· Analyse each valuation method by assessing its strengths and weaknesses 

· Perform sensitivity analysis on shareholder valuation and interpret the results.




UNIT 6  – The Application of Business Law in Small Businesses (Optional) –  Unit accreditation number M/501/4725
Aims of the Unit

Upon completion of study for this qualification it is intended that the candidate will be able to:

· Understand the operation of the English Legal System

· Understand the nature of contractual relationships and the Rights and obligations that flow from these.

· Understand the tort of negligence and demonstrate knowledge of the civil litigation process

· Understand the relationship that exists between employers and employees and the relevant legislation regarding Employment law in the UK.

Prior Knowledge and Skills Requirements

There are no formal qualifications required for entry to the unit at this level.  It is, however, desirable that candidates have appropriate literacy skills.  Candidates are not required to have any legal knowledge.

	Learning Outcome
	Assessment Criteria

	
	

	1
	Understand the operation of the English Legal System


	Be able to:

· Distinguish between criminal law and civil law

· Explain how statute, delegated legislation, case law and European law operate and interrelate

· Explain the legislative process and institutions

· Outline key differences in the role of a Barrister and that of a Solicitor of relevance to a client small business

· Outline the court structure and the alternatives avenues outside the court system for the resolution of disputes (such as Arbitration, Mediation, conciliation)

	
	

	
	
	

	2
	Understand the nature of contractual relationships and the Rights and obligations that flow from these.
	Be able to:

· Explain the nature of a contract and the variety of situations in which contracts are made

· Explain the requirements for a legally binding contract

· Demonstrate an understanding of the contents of a contract

· Explain the invalidating factors likely to affect the legality of a contract

· Explain how a contract comes to an end and the legal remedies available in the event of a failure to fulfil some aspects of the contract

· 

	
	

	
	
	

	3
	Understand the tort of negligence and demonstrate knowledge of the civil litigation process
	Be able to:

· Explain the nature of a duty in the tort of negligence

· Demonstrate an understanding of the basic principles of negligence

· Explain the main defences available under the tort of negligence (such as Contributory Negligence, Consent)

· Explain the remedies available under the tort of negligence and the courts likely to deal with these cases (Damages, Injunctions)

· Explain how civil litigation is financed and the various systems available to claimants to include (legal help and representation, community funding, legal expenses insurance, conditional and contingency fee arrangements)  



	Learning Outcome
	Assessment Criteria

	
	

	4
	Understand the legal relationship which exists between employers and employees and the relevant

legislation regarding Employment Law in the UK
	Be able to:

· Explain the distinction between a contract of service and contract for services

· Outline what is meant by expressed and implied contractual terms

· Explain the rights and duties imposed on employers and employees 

· Understand the relevant UK and European laws regulating the relationship between employers and employees (such as Equal Pay, Discrimination, European Social Charter, Trade Union membership etc)
· Explain the procedure(s) for terminating employment contracts and the role(s) of ACAS and Employment Tribunals

· Outline key UK and European Legislation regulating Health and Safety to include (Management of Health and Safety at Work Regulations 1992, The Workplace (Health, Safety and Welfare) Regulations 1992, COSHH Regulations 1994, EU Directives under Article 118 of the Treaty of Rome ‘six pack’ regulations)
· Explain the role of key regulatory agencies relating to health and safety


UNIT 7 - Computerised Payroll Administration (optional) - Unit accreditation number A/501/3512
Aim of the Unit

Upon the completion of study for this unit, it is intended that the candidate will be able to:

· Make further changes to system settings.
· Make complex gross pay calculations
· Make complex adjustments for expenses and benefits

· Make complex adjustments for additions and deductions

· Make key changes during the year
· Produce key period and data printouts and reconciliations

· Produce management information

· Understand confidentiality, security and other statutory responsibilities

· Take printouts

Prior Knowledge and Skills Requirements

Before starting a course of study or training leading to the assessment for this unit, it is assumed and is advisable that the candidate has already acquired the knowledge and skills as specified in the IAB Level 2 and 3 Certificates in Payroll and the IAB Level 2 Certificate in Computerised Payroll.

	Learning Outcome
	Assessment Criteria

	3.2.1   Make further changes to system settings


	Be able to administer the computer system

· Update and check the system for the new tax year

· Enter company details including different types of pension schemes, holiday schemes etc.

· Enter employee details, including year to date figures

· For Directors joining or becoming directors after 6th April



	3.2.2   Make complex Gross Pay calculations
	Be able to enter details of Gross Pay comprising 

· A variety of commission schemes, bonuses, etc

· Redundancy payments – post and pre tax



	3.2.3   Make complex adjustments for Expenses and Benefits
	Be able to include expense and benefits payments in payroll processing including

· Setting up employees own cars on the system

· Setting up company cars on the system

· Entering mileage payments

· Paying expenses with the payroll



	3.2.4   Make complex adjustments for additions and deductions
	Be able to enter details of:

· Periods of sickness 

· Pension Deductions, including AVCs and FSAVCs

· Holiday Pay

· Maternity leave

· Statutory Paternity Pay 

· Statutory Adoption Pay

· Parental Leave Entitlement



	3.2.5    Make key changes

during the year
	Be able to make changes to stored information:

· Government parameters

· Personal Information

· Tax Codes

· Cash Analysis

· Pension Schemes

Be able to make Legislative and organisational changes



	3.2.6    Produce key period end

data printouts and reconciliations
	Be able to generate information showing

· Payment details for each pay-day

· Month end printouts and P32

· Reconcile Class 1A payments to HMRC

· Year end printouts

· Reconcile P11s to Payments to HMRC etc

· P14/60s, P35s, P38A, P38s etc.

Know and understand the capabilities of the system being used in terms of linking with Accounts package. 

Produce figures for the Book-keeper/Accountant

Understand implications of the payroll relating to the costs to, and liabilities of, the business.



	3.2.7   Produce Management

Information
	Be able to:

· Identify the sources of information for the resolution of discrepancies

· Verify sources of information

· enable information to flow within the organisation according to timescales and requirements

· Prepare internal reports and summaries for management accounting purposes using ‘electronic’ means of communications and word-processing software.  (These should include Departmental and Cost Centre Reports).

Be able to communicate and make reports and supply information in the required electronic format, i.e. disk, email, word-processed, magnetic, within the required timescale.

Understand the importance of authorisations and signatories.



	3.2.8   Understand 

Confidentiality, Security and other Statutory Responsibilities
	Understand the need for complete confidentiality of employees and employer information at all times

Understand the payroll implications of Legislation, e.g. Data Protection Act, that affects payroll administration, and Health and Safety especially in relation to VDU operators



	3.2.9   Take Printouts
	Be able to take routine printouts:

· Government Parameters

· Company and Employee Details

· Payslips

· BACStel Reports

· Payment Summaries, including Year to date figures

· Departmental and Cost Centre Analyses

· Cash Analysis

· P11

· P45

· P32

· P35

· P14/60




 UNIT 8 – Managing Payroll Administration (optional) – Unit accreditation number T/501/3492
Aim of the Unit

Upon the completion of study for this unit, it is intended that the candidate will be able to:

· Understand key organisational procedures 
· Process exceptional and further additional payments

· Make termination payments.
· Administer pension deductions
· Calculate Directors National Insurance contributions

· Perform end of month procedures

· Process benefits in kind and  expenses for 

· Perform end of Year procedures
· Prepare payroll related Management Reports.

· Understand confidentiality, security and other statutory legislation

Prior Knowledge and Skills Requirements

Before starting a course of study or training leading to the assessment for this unit, it is assumed and is advisable that the candidate has already acquired the knowledge and skills as specified in the IAB Level 2 Certificate in Payroll 

	Learning Outcome


	Assessment Criteria

	3.1.1   Understand key organisational  procedures
	Understand the flow of information within the organisation relating to payroll

Understand the procedures to adopt when discrepancies and queries occur between the following, and how to solve them:

· Management and Payroll Office

· Payroll personnel and employees

· Payroll personnel and Accounting personnel

Understand the treatment of documentation in line with legislation and organisational practice.



	3.1.2   Process exceptional and further additional payments


	Understand that allowances and enhancements should be correctly identified for Income Tax and National Insurance Contributions

Be able to calculate exceptional payments, both temporary and permanent, in accordance with organisational requirements, within the required timescale i.e. one-off bonuses and ex-gratia payments

Be able to calculate the necessary Income Tax and National Insurance Contributions (NIC) using the HMRC Calculators, in respect of:

· Lump sum payments

· Out of synch payments



	3.1.3   Make Termination Payments
	Understand the payroll implications of legislation relating to redundancy and ensure all documentation is checked for compliance with statutory requirements.

Understand the organisational position on redundancy and ensure all documentation is checked for compliance with organisational requirements. Ensure confidentiality at all times and the need to Inform all relevant external agencies of the employees being made redundant, i.e. the pension body

Be able to calculate accurately the length of reckonable service, age and value of a week’s pay in line with statutory rules and procedures



	3.1.3   Make Termination Payments (continued)
	Be able to:

· Apply the organisational enhancements to the statutory payment accurately

· Apply redundancy payments to the payroll, accurately calculating the appropriate income tax due.

Understand what is meant by Restrictive Covenants.



	3.1.4   Administer Pension Deductions
	Understand what pension deductions can be made from pay and the authority needed.

Understand an overview of different types of pensions:

· Occupational pension schemes

· Personal Pension Plans

· Final Salary Schemes

· Money Purchase Schemes

· Salary Sacrifice

Understand the terms ‘Additional Voluntary Contributions (AVC’s)’ and ‘Freestanding AVC’s’ (FSAVC’s).

Understand the management of the pension fund from within the organisation.

Understand the meaning of, and current legislation relating to SERPS/S2P

Be able to verify, reconcile and complete a Pension Return.



	3.1.5   Calculate Directors National Insurance Contributions
	Understand, and be able to calculate the National Insurance contributions due from Directors of the organisation in the following situations: 

· A new director as at the start of the tax year

· A current director

· A new director commencing during the tax year.

Be able to use the either of the following methods of calculating NIC due accurately:

· Exact Percentage 

· HM Revenue & Customs Calculator on HMRC CD Rom.



	3.1.6   Perform End of Month procedures
	Know and understand the deadlines, requirements and the procedures for the following and make the relevant calculations:

· Reconciliation of cumulative pay records to month end balances

· Reconciliation of tax and NIC with payments made to the Collector of Taxes

· Reconcile the total value of basic and supplementary payment contributions with the total taxable net pay for each employee

· Monthly and quarterly payments to the Collector of Taxes 

· Payment of all NICs to date 

Be able to complete Form P30b

Be able to produce organisational reports and summaries for accounting purposes in a timescale agreed.

Be able to complete the necessary forms using the HMRC CD Rom.

	3.1.7    Process Benefits in 

Kind, and Expenses, for payroll


	Understand the meaning of benefits in kind and identify the relevant expenses:

· Company Cars/ personal fuel use

· Loans

· Use of vans

· Shares

· Living Accommodation

· Travel and Subsistence

· Relocation packages

· Hotels and entertaining

· Tools, clothing, accommodation etc

Understand the statutory and non statutory liability to income tax and National Insurance for employee and employer, and dispensations

Understand the Income tax and NIC liability on personal benefits and expenses

Be able to complete the following Statutory forms both manually and using the HMRC CD ROM:

· P11D

· P11D(b)

· P9D

Be able to produce internal reports in line with organisational requirement.



	3.1.8   Perform End of Year procedures
	Know and understand the deadlines, requirements and procedures for the following and make the relevant calculations:

· Reconciliation of cumulative pay records to year end balances

· Reconciliation of tax and NI contributions (P11 Deductions sheets) with payments made to the Collector of Taxes (P30b)

· Reconcile the totals of basic and supplementary contributions (AVC’s and FSAVC’s) with the taxable net pay for each employee

Be able to extract information from Weekly/ Monthly working sheets to compile Year end returns to HMRC:

· P14/60 including provision to all employees

· P35

· P11D’s and P9D’s

· P38A/P38S

Be able to complete all year end forms and procedures using both manual routines and those covered by the HMRC CD Rom.

Be able to provide information to employees under the self assessment regulations

Be able to produce organisational reports and summaries for accounting purposes in a timescale agreed.

	3.1.9    Prepare payroll related Management Reports
	Be able to produce the payroll information required by the accounts office and management in relation to department or cost code:

· Gross pay 

· Statutory Payments

· Voluntary deductions, 

· Net Pay

· Employers NIC contributions

· Employer pension contributions

Be able to calculate the total cost to the business of the payroll, including employer’s costs.

Understand the employer’s liability to HMRC and other external organisations, including making/initiating payments to external bodies in accordance with organisational and statutory dates and procedures.

Understand the importance of providing accurate data in respect of departmental analysis within the organisation and the need to reconcile payroll payments to (organisational) budgeted figures.

Understand the need for regular and accurate filing of documents, returns and reports both internally and to HMRC by post, Government Gateway or using the HMRC CD Rom.

Note: Ability to post information to double entry accounts is not required.

	3.1.10   Understand

Confidentiality Security and other Statutory Responsibilities
	Know and understand 

· The need for complete confidentiality of employee and employer information at all times

· Employers’ legal responsibility to forward all appropriate monies to all external agencies at the appropriate time and in line with organisational requirements.

· The need to refer to the Inland Revenue for adjudication where information is incomplete or ambiguous

· When assistance can be provided to the employee and when they should be referred to the Inland Revenue

· The payroll implications of various Legislation, e.g. Data Protection Act 1998, Employments Rights Act 1996, Asylum and Immigration Act 1996, Health and Safety regulations, Attachment of Earnings and Aged-related regulations

· The payroll implications of the European Working Hours Directive

· The payroll implications of the Minimum Wage legislation

· Make payments to non-statutory bodies in line with their organisational requirements

Be able to ensure that the correct authorisation is obtained before releasing information

Be able to communicate and make reports in the require format, i.e. hand written, by telephone, email, fax, letters, memos and face to face.
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