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1 Foreword

| remember the moment vividly. A fair few years aigo,
fact in 1989/)'d only been training fdt for a couple of
months and | was boring ridjiy the 4 people in front of
me with my version of death by acetate. PowerPoint
hadn’t been invented at the time.

| was so ashamed asdiore never to do that again.

Since then I've run all sorts of exerciseames and
activities to get the whole person learnigot Death by
PowerPoint but interactivity and learning technical stuff
using allthesenses.Enjoying financial services training?
Now there’s a novelty.

This is a collection of exercises, quizzdmrs tests,
crosswordscasestudies, activities, amvork andtests that
I've used myself whilst running exam based workshops.
This one is devoted to CeMAP 1

| use it during my training courses but I've designed this
pack for geople studying for thein@m right now who are
getting fed up and boregdading the textbook. These
people need soniespiration something slightly different
and more active on their part. The pack can be worked
through as part of your revision plan but there’s nothing to
stop you doing the exercises and constantly referring to
the textbook or our Revision Guide.

That's how | see things but you might see it differently.
Good luck.

Paul Archer
Blog — paul@paul archer.co m
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2 The FLrossword

This first activity comes from thfirst part of the syllabus
and is to do with the Financial Services Industry. The
idea behind the crossword is not to test you but to give
you a different way of learning the first few pages of the
textbook.

| would suggest you have a good read of e $ection

and then have a stab at the crossword. Standard crossword
rules apply. If you get stuck, have a look at the section in
the book. This is not a test, but a way of actively learning

2011/2012

the syllabus.

Across

Down

1 Life companies or banks which
have shareholders are known as?

4. The process when banks settle
up with each other at the end of
the day is known as?

6. A mutual organisation is
owned by it's ....?

8. What is the 4h level of UK
regulation?

10. What does the government
raise to fund its spending?

11. Which type of bank gets its
money from city institutions?

2. Which European legislation is
binding upon the UK Government?

3. The term used to describe the
middleman who brings savers and
borrowers together.

5. The Bank of England looks after
the .... Exchange Market.

7. The ... controls interest rates for
the Bank of England.

9. These people operate same day
transfers for the banking system.
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3 The Financial
Services Marketplace

The Financial Services marketplace here in the UK is
enormous. Although you're probably only interested in

the mortgage lending side, we have to appreciate the sheer
extent of the market.

The financial services industry employs almost 1 in 7
adults in the UK and is therefore an extremely important
elementof the economy

This activity will get you accustomed to this.

On the next page you'll find a graph which categorises the
different sectors within the industry. Below this graph are
a number of well known companies. Your job is to mark
these companies xieto the sectothat they belong to and
then briefly describe that sector.

You can write this down or just read it out lodgiour
choice

For example next to the retail banking sector you’ll want
to jot down Barclays Banénd then describe the retail
barking sector As always throughout our Active
Learning Workbooks, you'll find the answers on the next

page.
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Companies

x Norwich Union

x Nationwide

X Lloyds TSB

X GMAC Bank

X Charles Stanleg Co

X Jupiter Asset Management
X  Churchill

X Wesleyan Group

X Kensington

Wholesale Proprietary Mutual
Banks Insurers Insurers

Insurance
Companies

Centralised
Lender

The Financial Services Industry

General Investment Building
Stockbrokers -
Insurers Houses Societies
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Answeas

Norwich Wesleyan
Union Group

Lloyds TSB

Wholesale Proprietary
Banks Insurers

Insurance
Companies

Centralised

Kensington Lender

The Financial Services Industry

neral Investment Buildin
Ge Stockbrokers - <
Insurers Houses Societies

harl , .
Churchill Jupiter Charles Nationwide
Stanley
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4 The Money

Transmission Maze

Michael Flaherty is 28, single and lives in a small country
town called Tewkesbury. He's a practising vet and has a
salary of £38,000. He brings home £2,050 per month
after tax.

His salary goes into his First Direct Cemt Account each
month which issues a debit card (Maestro), a cash card
and a cheque book. He is also an avid user of their on line
internet system.

Michael has £10,000 is his First Direct Deposit Account
which is maintained using the internéde also s a First
Direct Visa Credit Card which, again, is controlled on the
internet.

Yes—he’s a major fan of the internet!

He is looking to finance some major purchases over the
next few months and that's where you come in as a
Money Transmission expert.

Your task, if you choose to accept it, is to match the
purchase with the most appropriate method of
transmitting the money and to give one reason why
you've chosen that method.

Sometimes Michael won't have the ready cash so will
need to borrow so you need tonsider his present
financial products and any new products that you'll find
on the attached “best buy” list.

On the next page isgrid which we’d like you to
complete with your answers and on the page following
that one, you'll find our suggested answeidese are
only suggestions. I’'m sure you have your own valid
ideas.

Good luck and remember you can always refer to the
book whenever you wish as this is not a test.

2011/2012
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supledty A@MIEYSuUpermarket.

the price comparison site

EDIT CARDS

OVERDRAFTS
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Your Answers

Purchase Money Transmission Method One Reason Why
and Product

Weekly shop at
Morrisons

A new car —a Renault
Clio —list price
£10,500

1 bed house on the
market for £145,000

Fruit and vegetables
from the Saturday
market

New Wide Screen TV
and surround sound
system

Holiday in Crete with
his new girlfriend

Bedroom furniture

Council Tax monthly
payment

Car Insurance

Installation of a new
kitchen in about 2
years'’ time

12 2011/2012
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Our Suggested Answers

Purchase

Money Transmission Method and
Product

One Reason Why

Weekly shop at
Morrisons

Debit card (Maestro)

Quick and easy and the money comes straight
out of his current account

A new car —a Renault
Clio —list price
£10,500

Minimal deposit (10% taken from savings —
internet transfer into his current account and
then he can use his debit card or cheque
book to make deposit payment) and a
Personal Loan either taken from “best buy”
list, First Direct or with the Renault dealer if
he can negotiate nil percent finance.
Repayment term of 3 years

Personal loans are ideal for short term
financing especially a car. After 3 years he
may wish to sell his car and buy another one.
Interest rates count here and the market is
very competitive.

1 bed house on the
market for £145,000

5% deposit from his savings (£7,250) plus
mortgage for the remainder on a

straightf orward repayment loan basis over
25 years with First Direct or a lender from

the “Best Buy” list

Mortgage lending is long term and 25 years
would suit Michael. A 5% deposit is prudent
and this will allow him to get some really
good deals.

Fruit and vegetables
from the Saturday
market

£20 cash from the cash machine

Market traders don't take cards...yet!

New Wide Screen TV
and surround sound
system for his new
house

Credit Card purchase as his savings money
is rapidly running out and he might be
better off leaving his cash alone. He might
want to try the in store credit but only if the
APR interest is less than his credit card

Glad to see Michael has his priorities right.
This is an ideal credit card purchase and he
could buy it on the internet as well and have
extra purchase protection. Sometimes stores
have a very competitive interest rate.

Holiday in Crete with
his new girlfriend

Credit Card purchase

Seems the best way to handle the purchase
but he mustn’t keep a credit balance on his
account otherwise the interest will rack up

Bedroom furniture

Hopefully he still has some money left in his
deposit account so he could use this.

Makes sense to use his own money in his
savings account to finance the furniture.

Council Tax monthly
payment

Direct Debit straight from his current
account

Simple and automated and many councils
will give a small percentage discount for
paying this.

Car Insurance

Either a debit card payment, if he can afford
it, or arrange to pay by instalments but he
needs to check the inteest rate that'll be
charged as they can sometimes be quite
high.

Best to pay it all upfront if he can afford it.

Installation of a new
kitchen in about 2
years'’ time

This is classed as home improvements so it
will be easy for him to obtain a further
advance from his new mortgage lender. This
will be the cheapest option. Or he may
consider re-mortgaging or a personal loan if
the rate is low.

The further advance is the best option.
Usually a small admin fee is paid and the
extra money lent over the same tem and
under the same mortgage repayment method.

2011/2012
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5 What's the CGT BIll?

Bob Brown and Barbara Brown own a 2 bedroom flat
over looking the harbour. Their main residence is in the
Capital.

They bought their flat i1990for £25,000and sold
yesterday fo£175,000

X The costs of buying and selling werk,@00 each
X The house is in joint names

X Bob lost £1,500 in share dealing this year

X They fixed the roof which cost them £10,000
X The balcony installation cost £15,000

X They areboth highrate taxpayers

List the geps you would need to take to calculate their
CGT liability, and you don't need to calculate, if you
don’t want to.

"WELL NOW, THAT'S A GOOD ONE.
KNOW ANY MORE JOKES?"
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What's the CGT BiIll?

2011/2012

Answer

. Adjust the purchase price to reflect costs i.e. add

£1,000 and improvements of £15,000 to purchase
price = £41,000

. Adjust sellirg price by deducting costs i.e. £1,000

= £174,000

Profit now £133,000

Divide profit 50:50 for both Mr and Mrs Brown
Deduct their individual allowances 018600
Deduct losss for Bob i.e. £1,500

Charge both at 18%

15
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School of Finance

Incorporated by Royal Charter

Tax Table 2011/2012

For use in the following ifs examinations from 1 May 2011 to 30 April 2012:
Diploma for Financial Advisers (DipFA) — Advanced Financial Advice (AFA)
This tax table provides information relating to the 2011/2012 tax year, unless otherwise stated.

Where rates and allowances are not specified in the questions, the following should be applied in answers where
taxation is a relevant consideration and/or is required as part of the answer:

Income Tax Rate £
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6 Deeper and Deeper
Into Income Tax

There followsa number ofjuestionssome in raltiple
choice formatnd some written. Each question slowly
but surely gets deeper and deeper into the subject of
income tax.

You need to answer them allith reference to the
support material if necessary.

1  Which of the following provide income tax free
returns?

A Property rental income

B National Savings Certificates

C National Savings Income Bonds
D  Government Gilts

2 Howis an employed person’s tax code created?

/

[~

3 What effect does having a company car, with a tax
value of £2,000, have on a tax code?

/
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4  Charlie is a USA Citizen working in the UK for 7
months. He is regarded as a UK:

A Resident
B Ordinary Resident
C Domiciled
D  Deemed domicile
5 Sandra Jones (ag@)lhas earimgs from

employment of 5,000 during the tax year
2011/2012. As a single person, what tax will she pay

this year?
A Nil
B  £225
C  £500.
D £1,000

6  June earns2D,000 per year. What income tax will
she pay for the tax year 2020127

A £2,012
B £2,505
C  £4,000
D  £8,000

7  Anita earns£45,000 per year. How much tax will
she pay irR011/2012?

A £7,000
B  £7505
C £8,010
D  £18,000

2011/2012 19
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8 Robertis aged 72 and widowed. If he earns a total of
£24,900, what will be his personal income tax
allowance in th011/2012 tax year?

A £7,475
B £9,490
C  £9,940
D  £10090

9 In which month(s) is income tax payable by the self
employed?

A January only.
B April only.
C  April and October.

D  January and July.
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