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by A Lymer and L Oats 

Supplementary Questions: Chapter 5

Source: ACCA Paper 7(U)
Covers:  employment income computation
 
Martin was appointed sales director of Multiple Mechanics Ltd on 1 July, 2026. His employment package was as follows:

1.	Annual salary of £30,000 payable in equal instalments in arrears on the last day of each month.
2.	A commission related to sales and payable annually shortly after the company’s year end, 31 March. The commission to 31 March, 2027, £2,700, was paid on 30 April, 2027.
3. 	Company car, a petrol 1900cc. The car was first registered on 1 July, 2026 has an emission level of 122g/km of carbon dioxide and had a list price of £30,000 when new. No accessories have been added. All running expenses, including private fuel, were to be paid for by the company but Martin was to pay the company £50 per month for private use of the car and £20 per month for private fuel, whatever the amount used. His total mileage from appointment to 5 April, 2027 was 16,000, of which 1,000 were private. These mileage figures were evenly spread over the period. The fuel consumption of the car averaged 5 miles per litre of fuel. Fuel cost an average 135 pence per litre.
4.	A clothing allowance of £600 per annum payable monthly on the first day of each month.
5.	A furnished flat, annual value £1,200, which was provided rent free until such time as Martin could find a suitable house in the locality, which was not until the summer of 2026. The flat had cost Martin’s employer £120,000 in 2003 and the furniture had cost £10,000 at the same time.
Required: Show the amounts assessable as employment income on Martin for the tax year 2026/27. Assume the official rate of interest is 3.75%.

Answer:

Employment income assessment for Martin 
		£
Salary £30,000×9/12	22,500.00
Commission (none paid in fiscal year)	–
Car [(£30,000×30%)×9/12] – (£50×9)	6,300.00
Fuel (Note 1)	–
Clothing allowance £600×10/12	500.00
Flat  (£1,200×9/12)+[(£120,000–£75,000)×9/12×3.75%]	2,587.50
Furniture £10,000×9/12×20%	1,500.00
Employment income	33,387.50

Note 1: The cost of private fuel is chargeable as a benefit if any of it is provided by the employer after taking any employee contributions into account.  A calculation is necessary to find out if this benefit therefore exists. The actual cost of his private fuel is £270.00 (1,000/5×135p) but the minimum guidance amount Martin should have repaid is £140 (14p×1,000 miles). This is less than the amount reimbursed by Martin of £180 (£20×9) and hence no benefit is deemed to exist.
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