Taxation: Policy and Practice (2026/27 – 33rd Edition) 
by A Lymer and L Oats 

Supplementary Questions: Chapter 6

Source: ACCA Paper F6 (modified to take out partnership and add in financing costs restrictions)
Covers:  employment income, property income,
 
On 6 April 2026 Flick Pick, aged 23, commenced employment with 3D Ltd as a film critic. The following information is available for the tax year 2026/27:

Employment
(1) During the tax year 2026/27 Flick was paid a gross annual salary of £24,935.
(2) Throughout the tax year 2026/27 3D Ltd provided Flick with living accommodation. The company had purchased the property in 2006 for £89,000, and it was valued at £159,923 on 6 April 2026. The annual value of the property is £4,600. The property was furnished by 3D Ltd during March 2023 at a cost of £9,400.
(3) PAYE deductions totaled £4,165.

Property income
(1) Flick owns a house which is let out furnished. He has a mortgage on this property that cost him £3,040 in interest payments in the tax year. The property was let throughout the tax year 2026/27 at a monthly rent of £660.
(2) During the tax year 2026/27 Flick paid council tax of £1,320 in respect of the property, and also spent £2,560 on replacing damaged furniture with similar quality furniture.

Required: Calculate Flick Pick’s taxable income for the tax year 2026/27. Assume an official interest rate of 3.75%.


Answer:
Employment & Property income for Flick Pick
		£
Salary	24,935.00
Accommodation
Annual value	4,600.00
Additional benefit (159,923 – 75,000) x 3.75%	3,184.61
Furniture £9,400×20%	1,880.00
Employment income	34,599.61

Property business:
Rent receivable (660 x 12)	7,920.00
Council tax	1,320.00
Furniture	2,560.00	(3,880.00)
Property business profit		4,040.00




Personal tax computation for Flick Pick for 2026/27

	Non-Savings	        Savings	       Dividends	 Total
	£	£	          £	£
Employment income	34,599			34,599
Property business	4,040			4,040
Net income	38,639			38,639
Less personal allowance	(12,570)			(12,570)
Taxable income	26,069 			26,069

Income tax due:
Non-savings income
26,069 @ 20%	5,213.92
Less: 	PAYE	(4,165.00)
	Finance costs reduction
	(£3,040 x 20%)	(608.00)
Tax payable	440.92
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