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Preface
These pocket notes contain the key points 
you need to know for the exam, presented in 
a unique way that makes revision easy and 
effective.

Written by experienced lecturers and 
authors, these pocket notes break down 
content into manageable chunks to maximise 
your concentration.

Quality and accuracy are of the utmost 
importance to us so if you spot an error in 
any of our products, please send an email 
to mykaplanreporting@kaplan.com with full 
details, or follow the link to the feedback 
form in MyKaplan.

Our Quality Co-ordinator will work with our 
technical team to verify the error and take 
action to ensure it is corrected in future 
editions.

The exam
Section A (60%) 
• Two compulsory case-study questions: 

Question 1: 35 marks

Question 2: 25 marks

There will also be 5 ethics marks and 4 
professional skills marks available in this 
section.

Section B (40%)
• 2 compulsory 20-mark questions, covering 

both business and personal tax issues.

The entire syllabus can be tested in either 
section A or section B. 

Candidates will be expected to undertake 
both calculation and narrative work. The 
questions will be scenario-based and may 
involve consideration of more than one 
tax, some elements of planning and the 
interaction of taxes.
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The examining team has stated that the ATX 
exam will concentrate on the application of 
tax rules and will require the demonstration 
of evaluation and explanation skills. 

They will set questions involving:
• the interaction of taxes
• decision making within the facts of a 

given situation
• making choices in a given situation and 

evaluating the tax savings which can be 
made.

Questions in section A will be open ended 
and are likely to require presentation in the 
form of a report or letter.

Section B questions will be more structured 
in their requirements.

Exam focusThe examination time is 3 hours and 15 
minutes.

Topics which are not tested at TX and are 
new to ATX will be frequently examined. 
However, candidates will also need a 
thorough knowledge and understanding of 
the basic tax rules tested in the TX syllabus. 
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Aim of the paper

To apply relevant knowledge and skills and exercise professional judgement in providing relevant 
information and advice to individuals and businesses on the impact of the major taxes on financial 
decisions and situations.

Main capabilities

Understanding	of	the	tax	system	through	the	study	of	
more	advanced	topics	within	the	taxes	studied	previously	and													

the	study	of	stamp	taxes	(A)

Impact	of	relevant	taxes
on	various	situations	and	

courses	of	action,	including	the	
interaction	of	taxes	(B)

Minimising	and/or	
deferring	tax	liabilities	by	the	
use	of	standard	tax	planning	

measures	(C)

Communication	with	clients,	H	M	Revenue	and	Customs	and	
other	professionals	in	an	appropriate	manner	(D)
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The keys to success: ATX
Master the technical content
• Learn the rules, definitions and pro 

formas
• Practise questions to improve your ability 

to apply the techniques and perform the 
calculations

• Practise writing explanations of the rules 
to improve your understanding and 
written skills

• Be prepared to produce a report /letter /
memorandum.

Provide advice and exercise judgement   

– Higher skills
• Express yourself in clear, concise 

technical language.
• Apply common sense to the problem as 

well as your technical knowledge.
• Tailor your answer to the facts of the 

question and make references to the 
scenario given.

• Be prepared to express an opinion or 
draw a conclusion from the facts given   
–  if the question asks for an opinion, give 

one.
• Be prepared to suggest improvements to 

a proposed strategy and to identify tax 
planning opportunities.

• When dealing with more than one tax, 
address each one separately.



Corporation tax 
– liability and losses 
In this chapter
• Accounting periods.
• Taxable total profits computation.
• Corporation tax payable.
• Trading profits – specific issues for companies.
• Capital allowances.
• Long period of account.
• Self-assessment.
• Penalties.
• Trading losses – single company.
• Restriction of carry forward of losses.
• Non-trading losses.
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Exam focus

Corporation tax is very important.

Questions on corporation tax will regularly 
feature in the examination and you need 
to be able to prepare a corporation tax 
computation, as well as explain the tax 
implications of company transactions. 

This chapter revises the key issues in 
preparing a corporation tax computation, 
summarises the self-assessment rules and 
sets out the options for a single company 
making losses. 

Accounting periods (APs)
• Corporation tax computation required for 

each AP.
• Cannot be longer than 12 months.
• Starts:

 – when start to trade
 – previous AP ends.

• Ends:
 – 12 months after start
 –  end of period of account 

(i.e. company’s period for which it 
draws up accounts)

 – cease to trade/be resident in UK
 – go into administration/liquidation.
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Taxable total profits 
computation
ABC Ltd
Corporation tax computation for year 
ended 31 March 2020 
  Notes £
Trading profits (a)  X
Interest income (b)  X
Overseas income (c) X
Property income   X
Net chargeable gains (d) X
   ––
Total profits  X
Less: QCD relief (e) (X)
   ––
Taxable total profits (TTP) (f) X
   ––
 

Corporation tax payable
  Notes
• Tax liability:
  £

TTP 3 19%  (g) X
Less: DTR  (X)
 –––
CT payable  X

  –––
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 –  consider rollover relief and 
substantial shareholding exemption.

(e)  Qualifying charitable donations (QCDs) 
 –  includes all charitable donations by a 

company which are not allowed as a 
trading expense.

(f)  Dividend income from UK and overseas 
companies is never chargeable to 
corporation tax and not included in TTP.

  However, is included in augmented 
profits for instalment purposes.

(g)  The rate of corporation tax is fixed for 
each financial year. The rate for FY2017 
to FY2019 is 19%.

Notes
(a)  Trading profit = Adjusted trading profit 

less capital allowances. Adjustments 
include interest and royalties paid for 
trade purposes.

(b)  Interest income includes on non-trading 
loan relationships (i.e. interest receivable 
and payable). 

(c)  Overseas income may include rental 
income, interest income and branch 
profits, but excludes overseas dividends. 

(d)  Net chargeable gains                            
= capital gains less all capital losses:
 –  Indexation allowance (IA) available 

up to December 2017, or date of 
disposal if earlier

 – Indexation factors given in   
 examination

 – cannot create or increase a capital  
 loss

 – no AEA
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Trading profits – specific 
issues for companies
• Loan relationships
• Goodwill and other intangibles
• Research and development
• Gains on shares of companies

Loan relationships
All income, expenses, capital and revenue 
arising from loans is taxed under the loan 
relationship rules.

Trading loan Non-trading 
loan

Example Loan notes 
issued to 
raise funds to 
acquire P&M

Loan to acquire 
investment 
property or a 
subsidiary

Income/
capital 
profit

Trading 
income

Interest income

Expense/
capital 
loss

Deduct 
from trading 
income

Deduct from 
interest income
Relief available 
for net loss

 
Exam kit questions on this area:
Section A questions
• Helm Ltd Group
Section B questions
• Banger Ltd and Candle Ltd

Exam focus
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Goodwill
• The treatment of goodwill differs from 

other intangible assets. 
• Amortisation or impairments of goodwill 

are disallowable for corporation tax.
• Profit/loss on disposal = proceeds less 

cost (as book value for tax = cost)
 – Profit on disposal = taxable as part  

 of trading profits
 – Loss on disposal = relieved as a  

 non-trading debit.

Special intangibles rollover relief
• If a new intangible is acquired:

 –  within 12 months before or up to 36 
months after 

 –  part of the taxable credit may be 
deferred.

• Applies to goodwill and other intangibles.

Goodwill and other intangibles

Intangibles (excluding goodwill)
• Intangible assets acquired by companies 

are not capital assets for capital 
gains purposes, but follow accounting 
treatment.

• Debits and credits, income and capital   
= part of trading income assessment.

• A company can claim a 4% WDA p.a. if 
no amortisation in financial accounts or 
amortisation rate is < 4% p.a. 

• On sale of intangibles:
 –  profit or loss is assessable/deductible 

for trading purposes. 
• Accounting profit or loss will give rise to 

an identical tax profit or loss:
 –  unless the 4% election is made 
 –  in which case a tax adjustment 

must be made by comparing the 
accounting profit to the taxable profit.
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• Maximum deferral is:
 £
Lower of:
– Proceeds 
– Amount reinvested X
Less: Cost of original intangible (X)
 –––
 X
 –––

Exam kit questions on this area:
Section A questions
• Janus plc Group
Section B questions
• Cinnabar Ltd
• Maria and Granada Ltd
• Achiote Ltd

Exam focus

Research and development expenditure 
(R&D)
• Expenditure on R&D as defined by 

GAAP qualifies for certain reliefs for 
companies.

• Expenditure includes: 
 – Staffing costs
 – Agency staff
 – Materials, water, fuel and power
 – Software
 – Subcontractor payments

Exam kit questions on this area:
Section B questions
• Dent Ltd
• Cinnabar Ltd
• Damiana plc

Exam focus
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• Net benefit of 9.72% 
• If no CT liability or insufficient liability to 

net off all the tax credit the excess will be:
 – paid in cash, net of tax
 –  up to max = PAYE/NIC liability for 

R&D employees for AP
 –  if repayable tax credit > max cash 

repayment allowed:

the remaining tax credit can be:
 –  carried forward and set against the 

first available future CT liability, or
 – group relieved.

• Relief as follows:

Small and medium sized company
+ 130% allowable

Repayment  
= 14.5% x lower of:
• trading loss
• 230% of qualifying R&D expenditure

Optional ‘above the line tax credit’ for 
large companies

Large companies can:
• Opt to claim a tax credit against 

their corporation tax liability                           
= 12% of the qualifying R&D expenditure

• Method of relief:
 – deducted from the CT liability, and
 –  include as taxable income in TTP 

(taxed at 19%).
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Exam kit questions on this area:
Section A questions
• Janus plc Group
• Harrow Tan Ltd
• Helm Ltd Group
• Sprint Ltd and Iron Ltd
• Gail
• Grand Ltd Group
Section B questions
• Cinnabar Ltd
• Acryl Ltd and Cresco Ltd
• Achiote Ltd

Exam focusGains on shares for companies

Substantial shareholding exemption
• Disposal of shares out of a substantial 

shareholding (SSE) in a trading company 
= exempt from corporation tax.

• Substantial shareholding 
= where company has owned:

 – ≥	10%	interest	in	the	shares	
 – for	≥	12	months	continuously
 – in the last 6 years. 

• If shares held < 12 months exemption 
still applies if:

 –  shares disposed of are in a new 
company, and

 –  trade and assets of another 75% 
group company are transferred to 
that new company prior to sale of 
shares, and

 –  trade and assets have been owned 
by	group	for	≥	12	months	in	last	6	
years.
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If SSE does not apply

Gains on shares for companies
• If disposal not out of a substantial 

shareholding:
 –  use matching rules for companies, 

and 
 – calculate a gain.

• The matching rules for company disposal 
of shares are:
 – Same day acquisitions
 –  Acquisitions in the previous nine 

days (FIFO basis)
 – Acquisitions from the share pool.

• Calculation of gains
 –  No IA given on same day 

acquisitions and purchases in 
previous 9 days

 – IA is available on share pool shares.

The share pool

The share pool for companies is different to 
the share pool for individuals as follows:
• It contains shares in the same company, 

of the same class, purchased up to 9 
days before the date of disposal.

• The pool keeps a record of the:
 – number of shares acquired and sold
 – cost of the shares, and 
 –  indexed cost of the shares (i.e. cost 

plus indexation allowance).
• The pool cost and the indexed cost will 

be provided in the examination.
• When shares are disposed of out of the 

share pool, the appropriate proportion 
of the cost and indexed cost which 
relates to the shares disposed of is 
calculated on an average cost basis (as 
for individuals).
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Capital allowances
The changes to the capital allowances 
regime for unincorporated businesses apply 
equally to companies, with the following 
additional points:

(1)  The AIA must be split between related 
companies.

  Companies owned by the same 
individual will be regarded as related 
where they: 

 – are engaged in the same activities,
 – or share the same premises. 

  In such circumstances the owner of the 
companies can choose how to allocate a 
single AIA between them.

  This could be the case if an individual 
runs two companies from home, the AIA 
will be split between the two businesses.

  Unrelated companies owned by the 
same individual will each be entitled to 
the full AIA.

(2)  For capital allowance purposes, only one 
AIA is available to a group of companies. 

Note that:
• A ‘group’ for this purpose is 

defined by the Companies Act and 
essentially applies where a parent 
company holds a simple majority 
shareholding (> 50%) in another 
company or companies at the end of 
the accounting period. 

When allocating the AIA:
• the group members can allocate the 

maximum £1,000,000 AIA in any way 
across the group

• the AIA does not have to be divided 
equally between them
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• all of the allowance can be given to 
one company, or any amount can be 
given to any number of companies 
within the group.

(3)  The 6% special rate of WDA in respect 
of plant and machinery that is integral 
to a building applies to both initial and 
replacement expenditure. 
 
Replacement expenditure occurs where 
more than 50% of an asset is replaced in 
a 12-month period. 
 
This prevents a tax deduction being 
claimed for the repair of such assets 
where such repairs are substantial and 
the asset can be used in the trade.

  Previously, a deduction was allowed 
for repairs expenditure, on an asset if 
it could be used in the trade before the 
‘repairs’ were carried out. 
 

This deduction is no longer available 
for plant and machinery integral to a 
building; instead tax relief is spread via 
the special rate WDA.

(4)  Expenditure on energy saving or 
environmentally beneficial plant and 
machinery qualifies for a 100% FYA.

Where a company has made a loss:
 –  it may surrender that part of the loss 

that relates to such allowances in 
exchange for a payment from HMRC 

 –  payment = loss surrendered × 2/3 CT 
rate (currently 12.67%).

Such a claim can only be made where 
the company is unable to use the losses 
in the current accounting period against:
 – its own profits, or
 – via group relief. 
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The claim is made in the company’s 
corporation tax return.

  The maximum payment that a company 
can claim is the higher of: 
 –  £250,000 and 
 –  its total PAYE and NIC liabilities for 

the relevant accounting period.  

Where any of the qualifying plant and 
machinery is sold within four years of the 
end of the relevant accounting period:

 –  there will be a claw-back of an 
appropriate part of the payment 
made, and 

 – a reinstatement of the loss.
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Long period of account
Accounting period > 12 months must be split 
into two APs:
• First 12 months
• Remainder

For each AP, HMRC require:
• a separate CT comp, and 
• a separate CT600 return.

Note there will be:
• Two separate pay days  

(i.e. 9 months after end of AP)
•  But only one file date of the returns 

(i.e. 12 months after end of long period 
of account).
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Splitting the profits:

Tax adjusted trading profit before 
capital allowances

Time-apportion

Capital allowances Separate computations 
(where the computation is less than 12 months, the WDA/
AIA is reduced accordingly but not FYA)

Interest/Property/Other income Calculate accrued amount for each period separately (Note)

Chargeable gains According to date of disposal

Qualifying charitable donations According to date paid

Note: if information to apply the strict accruals basis is not available, then time apportion.
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Self-assessment

Payment date
• Normal date
• Large company  

(see below)

• 9 months after end of AP
• 4 quarterly instalments:  

on 14th of months 7, 10, 13 and 16 after start of AP
• Based on estimated liability for the year
• Payments must be reviewed and revised as necessary at each 

instalment date
• A company will not be required to make quarterly instalments in two 

circumstances:
(1)  CT liability < £10,000
(2)  Company not large in previous AP, and augmented profits 

≤	£10	million	(÷	number	of	related	51%	group	companies	and/or	
reduced for short AP)

Payment method • Payment must be made electronically

Filing date • 12 months after end of period of account
• Must be filed electronically along with copies of accounts
• Must be filed using Inline eXtensible Business Reporting Language 

(iXBRL)
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Late payment 
interest 
Repayment interest

• Charged from due date
• Earned from date paid
• Charges and receipts are interest income/expense under the loan 

relationship rules

Retention of records • 6 years from end of AP

Group payment 
arrangements

• Optional
• Where at least one group company pays instalments
• Related 51% group companies can arrange for one group company 

to pay quarterly instalments on behalf of group
• Can save interest as overpayments effectively netted off against 

underpayments
• Each company must still prepare separate corporation tax 

computation at end of AP
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Large companies
• Large companies must pay corporation 

tax by instalments (see table above).
• A company is large if its augmented 

profits for the AP > £1.5 million threshold:
 – short AP – time apportion threshold
 – related 51% group companies –  

divide by total number of related 
companies at end of previous AP.

Augmented profits

  £

TTP X

Dividends received  X
  ––––
Augmented profits X
  ––––
• Exclude dividends from 51% group 

companies
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Exam kit questions on this area:  
Section A questions 

• Eet Ltd Group
Section B questions
• Set Ltd Group

Compliance checks
• HMRC must give written notice of their 

intention to commence a compliance 
check (enquiry) into a tax return.

• The time limit to make a compliance 
check:

 Where a return is submitted on time:
 –  12 months after the actual 

submission date.
 Where a return is submitted late:

 –  12 months after 31 January, 30 April, 
31 July or 31 October following the 
actual filing date of the return.

Exam focus • A compliance check ends when HMRC 
give notice.

• Company has 30 days to amend the 
return, if applicable.

Amendments, errors and mistakes
• A company may amend its return:

 – within 12 months from the filing date.
• HMRC may amend a return:

 –  within 9 months from the date the 
return is filed.

• A company may make a claim for 
overpayment relief:
 –  within four years from the end of the 

relevant accounting period.
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Penalties
Standard penalties
• Same	rules	for	income	tax,	corporation	tax,	CGT,	VAT	and	NIC	(see	Chapter	11).

Other penalties for corporation tax

Offence Penalty

Failure to keep and retain required records. Up to £3,000 per accounting period.

Late filing of corporation tax return:
• Within 3 months of filing date
• More than 3 months after filing date

Additional penalties:
• 6-12 months after filing date

• More than 12 months after filing date

• Fixed penalty = £100 (Note)
• Fixed penalty increased to £200 (Note)

• Additonal 10% of tax outstanding 6 months 
after filing date

• Additonal penalty increased to 20%

Note:
Fixed penalties rise to £500 and £1,000 
if persistently filed late (i.e. return for 2 
preceding periods also late)
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Trading losses – single company
Summary of reliefs

Carry forward relief Current year relief Carry back relief 

Current year offset first 
then carry back 12 months

• Offset against:
 –  Total profits 

(income and gains)
 – Before QCD relief

• Optional claim
• Partial claims possible
• Indefinite carry forward

• Offset against
 – Total profits (income and gains)
 – Before QCD relief

• Carry forward any remaining losses
• Must offset maximum amount possible if claimed
• QCD relief is lost if no profits to offset against
• Optional claim
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Trading loss pro forma
 2018 2019 2020
 £  £ £
Trading profit  X  0  X
Other income  X  X  X
Net chargeable gains X X  X
 ––– ––– –––
Total profits X  X  X
Less: Loss relief 
– Current year  (X)1
– Carry back  (X)2
– Carry forward   (X)3
   
 ––– ––– –––
 0  0  X
Less: QCD relief  Wasted  Wasted  (X)
 ––– ––– –––
Taxable total profits  0  0  X
 ––– ––– –––
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2019 is the loss-making year. The trading 
profit assessment in this year is nil.

Keep a separate working of the loss and how 
it is utilised.

Assuming there is sufficient loss available, 
and assuming that the loss is being relieved 
as early as possible, the order in which to 
off-set the loss is as follows:

(1)  Current year relief; in the year the loss is 
made.

(2)  Prior year relief; carrying available losses 
for offset back 12 months. 

(3)  Future year relief; against total profits 
with no need to waste QCDs.

Use the loss pro forma to help you adopt a 
methodical approach to a question involving 
trading losses. 

Show your workings in a loss working 
summarising how the loss has been offset.

Exam focusKey Point
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Approach to loss offset
(1) Lay out years – columnar form.
(2)   Calculate TTP ignoring losses.
(3)  Choose loss relief by reference to:

 – tax saving:
 – aim to save tax at highest possible 

rate
 – corporation tax rates are generally 

falling
 – cash flow:

 – carry back may result in a 
repayment of tax

 – carry forward will only result in a 
reduction of future tax

 – offet as soon as possible
 – wastage of QCDs:

 –  unrelieved QCDs cannot be 
carried foward.

(4)  Use separate loss working.
(5)   If more than one loss, deal with 

earliest first.

Exam kit questions on this area:
Section A questions
• Drench, Hail Ltd and Rain Ltd
• Janus plc Group
• Plad Ltd and Quil Ltd

Exam focus
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Restriction of carry forward 
of losses
• Where the trade becomes small or 

negligible losses can only be carried 
forward against trading profits arising 
from the same trade.

• If the trade ceases losses cannot be 
carried forward.

• Cannot carry forward losses beyond the 
date of a change in ownership (> 50% 
shares) where:
 –  a negligible trading activity is revived 

after a change in ownership, or 
 –  change in ownership and a major 

change in the nature of trade in a 5 
year period.

 –

Exam kit questions on this area:
Section B questions
• Maria and Granada Ltd

Exam focus

Terminal loss relief
• Loss in final 12 months of trading

 – current year offset; then
 –  carryback against total profits   

(before QCD relief)
 –  of 3 years preceding loss making 

period
 – on a LIFO basis.
 –

Exam kit questions on this area:
Section B questions
• Acryl Ltd and Cresco Ltd

Exam focus
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Non-trading losses

PROPERTY INCOME LOSSES

•	 Partial	claims	only	allowed	
for	losses	carried	forward

CAPITAL LOSSES LOAN RELATIONSHIP DEFICITS

NON-TRADING LOSSES

•	 Current	year	then	carry	
forward

•	 Against	chargeable	gains	
only

•	 Current	year	then	carry	
forward

•	 Against	total	profits	
before	QCD	relief

•	 Partial	claims	are	not	
allowed	

•	 Losses	must	be	offset	
as	soon	as	possible

Four options available:

•	 against	total	profits	before	QCD	relief		of	
the	current	period

•	 carry	back	against	interest	income	of	
the	previous	12	months

•	 carry	forward	against	total	profits	before	
QCD	relief	of	future	periods

•	 group	relief

•	 Partial	claims	are	allowed	
•	 The	company	can	therefore	choose	how	much	of	the	deficit	is	relieved	

under	each	option
•	 Claims	for	current	period	and	carry	back	relief	must	be	made	within	two	

years	of	the	end	of	the	AP	of	loss




