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A note about copyright

Dear Customer
What does the little © mean and why does it ﬁiaiter?'

Your market-leading BPP books, course ,mater;ials and elearning materials do not write and update
themselves. People write them: on their own behalf or as employees of an organisation that invests in this
activity. Copyright law protects the,jf"fiVeli:hoods. It does so by creating rights over the use of the content.
Breach of copyright is a f_ﬂ_grm of ifhef"t —as well being a criminal offence in some jurisdictions, it is
potentially a serious breach of professional ethics.

With current techﬁejpgy;'fﬁings might seem a bit hazy but, basically, without the express permission of
BPP Learning Media: *

° Ph(meymg our materials is a breach of copyright

e S hg, ri’@casting or conversion of our digital materials into different file formats, uploading them
0. facebook or emailing them to your friends is a breach of copyright

| n, of course, sell your books, in the form in which you have bought them — once you have finished
with them. (Is this fair to your fellow students? We update for a reagon:). But the ilearns are sold on a
single user license basis: we do not supply ‘unlock’ codes to people'who have bought them second hand.

And what about outside the UK? BPP Learning Media strives to make our materials available at prices
students can afford by local printing arrangements, pricing policies and partnerships which are clearly
listed on our website. A tiny minority ignore this and indulge‘in criminal activity by illegally photocopying
our material or supporting organisations that do.If they act illegally and unethically in one area, can you
really trust them? Ny,

B/

LEARNING MEDIA



LEARNING MEDIA

How the BPP ACCA-approved Study Text can help you
pass your exams — AND help you with your Practical
Experience Requirement!

Before you can qualify as an ACCA r, you do not only have to pass all your exams but also fulfil a
three year practical experience. reﬁ‘lurement (PER). To help you to recognise areas of the syllabus that
you might be able to apply.in the workplace to achieve different performance objectives, we have
introduced the ‘PER alert’ 2ature. You will find this feature throughout the Study Text to remind you that
what you are le ni’to ﬁas’i your ACCA exams is equally useful to the fulfilment of the PER
requirement

.can be a daunting prospect, particularly when you have lots of other commitments. The
t features of the text, the purposes of which are explained fully on 1e.Chapter features page, will
help you whilst studying and improve your chances of exam succ ‘

Our Texts are completely focused on helping you pass yourexam.

Our advice on Studying F4 outlines the content f.t
you to demonstrate and any brought forwa

‘paper, the necessary skills the examiner expects
nowledge you are expected to have.

Exam focus points are included within tf ters to highlight when and how specific topics were
examined, or how they might be i

Testing yourself helps you develop the skills you need to passw‘ttw
recall what you have learnt.

and also confirms that you can

We include Questions — lots of them - both within chap; nd in the Exam Question Bank, as well as
Quick Quizzes at the end of each chapter to test yourm wleége of the chapter content.

Introduction _



Chapter features

Each chapter contains a number of helpful features to guide you through each topic.

Topic list

»:I{ellrs you what you will be studying in this chapter and the
relevant section numbers, together the ACCA syllabus
references.

Puts the chapter content in the context of the syllabus as
a whole.

Links the chapter content with ACCA guidance.

Highlights how examinable the chapter content is likely to
be and the ways in which it could be examined.

What you are assumed to know from,previous
studies/exams. ‘

Summarises the content.of.main chapter headings,
allowing you to preview and review each section easily.

FAST |

Demonstrate how to.apply key knowledge and
Examples techniques. .

Definitionis:of important concepts that te
Key terms efinitions\of important concepts that can often earn you

easy Marks, i exams.

' ;\;Té‘ylfyou When and how specific topics were examined, or

Exam focus points how:they may be examined in the future.

+.Formulae that are not given in the exam but which have to

Formula to learn be learnt.

This is a new feature that gives you a useful indication of
syllabus areas that closely relate to performance
objectives in your Practical Experience Requirement
(PER).

Give you essential practice of techniques,”w;ebverife‘;q in the

chapter. W,

Provide real world examp!,es,‘Qj,.jﬁ’lep‘rié"s”énd techniques.

Chapter HOllﬂdllp A ful! Ifst of the Fastgtforwards ir.wluded in the chapter,
providing an easy.source of review.

A quick t‘e':s.taoi,,:your knowledge of the main topics in the
chapter.

. ) ‘Found at the back of the Study Text with more
Exam UIIEStIDIl Bank % “sgomprehensive chapter questions. Cross referenced for
"% % easy navigation.
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Studying F4

In approaching the F4 exam you should bear in mind what the paper is about, the skills you are expected
to demonstrate in the exam and how you can improve your chances of passing the exam. We shall look at
each of these points in turn.

1 What F4 is abhout

The main aims of the F4 exam are: _

° To develop knowledge and skills«in the understanding of the general legal framework and of
specific legal areas r‘elati‘ng}b business, but

o To recognise the n’égg to seek further specialist legal advice where necessary

The exam is not de ign dto turn you into a legal expert. Instead you will be a well-informed professional
accountant wh’o appf@pia’tes the legal issues of doing business but who recognises the boundaries of their
legal kn‘gwllgdg@ and therefore the point at which professional legal expertise must be sought.

The seqdz ,gé f‘;he syllabus and study guide takes you through the main areas of. what you need to know.
Eﬁse ial elements of the legal system

Ifq_rth part of the syllabus you are covering areas that underlie all the other areas, namely: what is law and
how the UK legal system creates and administers it. The distinctions-betweer ctiminal law and civil law,
between common law and civil law and between public law and private law, are very important. Most of
the paper is concerned with civil law, namely the law that sets.out the rights and duties of persons in
relation to each other. There are elements of criminal law’in relation to companies, insolvency, insider
dealing and money laundering, in addition to the topical-area.of human rights legislation.

Law of obligations g {
The syllabus clearly distinguishes two importanf’isfypé‘s of obligation that individuals and businesses have.
Contract N

When individuals or businesses make agreements, a legally binding contract may be formed. This paper
focuses on the requirements that @ﬁust'pe“met for a contract to be binding on the parties, what valid
contracts must contain, undepw “heeircumstances the contractual terms are breached and what
remedies are available for the

Tort

All members of

e a duty not to harm others and this principle forms the basis of tort. The tort
topical and has an impact on individuals, businesses and professionals (such as
important for you to understand how such a duty is formed, the circumstances that will
 of that duty and if there are any defences to a breach that the perp@tratbr, can call on. The
overs a range of other torts such as assault, battery, false imprison;ﬁent, libel and

Employment law

Employees and employers are bound to each other by an emplgyme{gfpontact. It is important that you
have a good understanding of the contents of such a contract. tB‘nth em’gloyers and their employees owe
duties to each other and breach of these duties can result inlegal action being taken.

Termination of employment can be fraught with danger for ’éymbyloyers if it is not handled correctly. The
terms of ‘wrongful' and 'unfair' dismissal are used’commonly in the media, but the causes and remedies
are distinct and it is important for you to understand the difference.

Formation and constitution of business prgahi’sdﬁons

The syllabus is very concerned with thevaﬁ'oﬁs legal forms through which business transactions may be
conducted. It is important to distinguish initially between natural persons (human beings) and legal

W/ Introduction m
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persons (including natural persons, but extending to some forms of partnership and, most significantly,
companies). The law of agency underlies a substantial part of our study of business forms, since partners
and directors can and sometimes do act as agents.

Capital and financing of companies

Most trading companies are financed by a mix of share capital (provided by their owners) and loan capital
(provided by third party lenders). Share capital in turn may take a variety of forms, with each class of
share having different rights within the company. However, the primary responsibility of the shareholder is
to contribute funds to the company in accordance with the terms of the company’s constitution and the
shares which they own. The return of thesefunds to shareholders is restricted since they are seen as the
‘creditors' buffer', that is the funds. which are available to settle creditors' outstanding debts in preference
to amounts due to shareholders, Hence there are detailed laws on ‘capital maintenance'. These extend to
how far companies may distribute accumulated retained earnings to their shareholders in the form of
dividends or buyback of shares.

Loan capital is usually-provided by lenders only if they can be assured of its repayment to them. If lenders
supply funds in return for debentures in the company, they usually require security for their loan: the
debenture is secured by means of a registered charge on particular or general assets.of the company,
which cani(within limitations) be realised so that the loan is repaid.

Managemenf, administration and regulation of companies

As an artificial legal person a company cannot manage itself. This is the role-primarily of the company's
directors, who owe duties to the company to manage it for the benefit.of the company and thereby for the
benefit of its owners, the shareholders. There are a great many-egal rules which regulate the appointment,
remuneration, disqualification, powers and duties of directors. These have grown up largely because of
problems that frequently occur. Most of these can be said to.arise:from conflicts between directors'
personal interests and their duties to act in the company's interest. Directors are termed officers of the
company along with the company secretary. Many companies also have to have an auditor.

Directors come into immediate contact with shareholders via company meetings, and the resolutions that
are passed at these meetings. There are therefore a plethora of legal rules on meetings and resolutions,
designed to ensure that the company is taking decisions properly and in accordance with the legitimate
interests of shareholders as a body.

Legal implications of companies in difficulty or in crisis

Not everything goes according to plan and frequently companies will encounter financial or other
difficulties, or will even reach crisis point and find themselves insolvent. At this point all parties —
shareholders, directors;fenders, customers, suppliers and employees — are in danger of losing out. There
are procedures designed to protect struggling companies to give them a 'breathing space' while they
resolve their issues. There are also rules for how a company which cannot be saved should be-‘wound up’,
depending on‘Whether or not the company has any funds left.

Corporate governance

Corporate.governance means trying to ensure that companies are well-managed and controlled. While
there are plenty of legal rules designed to ensure good corporate governance, there are also (semi-
)voluntary codes of practice which apply to some but not all companies. The Combined Code on Corporate
Governance applies to all companies listed on the London Stock Exchange, but is also recommended to
other companies. It seeks to protect shareholders and addresses the problems of conflicts of interest in
part by implementing the principle of separation of duties between. executive and non-executive directors.
It also covers directors' remuneration, external audit, nominations to the board of directors and other
issues.

Fraudulent behaviour

Finally the syllabus covers the situations where activities of directors and others have strayed into criminal
behaviour. This often arises in the context of companies running out of money, but the law is also
concerned with company insiders with superior knowledge benefiting from insider dealing, and crime in
the form of money laundering.

m Introduction w/
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2 What skills are required?

To pass the F4 exam you will need to bring a number of different professional attributes to bear.

First you need technical knowledge. There is a huge amount of technical content in the syllabus: case law,
conventions, codes of practice, and legislation. You.néed to learn this and be able to identify which parts
of the knowledge you have are being called forin a particular question.

Secondly you need to be able to apply knowledge to the scenarios that are presented in the last three
questions on the paper. You are aiming to Solve practical problems here. Generally in scenario questions
there will be marks available for stating the law, identifying the issues in the scenario in relation to the law,
applying the law and reaching a conglusion.

Thirdly you need written skills in order to be able to explain, and advise on the basis of, your technical
knowledge. Explaining means providing simple definitions and covering why and how these approaches
have been developed. You'll gain higher marks if your explanations are clearly focused on the question and
you can supplement.yourexplanations with examples.

3 How to improve your chances of passing

To. pas.c, the exam you need to cover the syllabus thoroughly. The exam requires:you to answer all TEN
questwns on the paper. Each topic that you fail to cover represents 10%.fewer marks in the exam.

You should practise answering questions as much as possible, makifig sure that your answers are
focused, specific and completely relevant to the question.

Ten questions is a lot to answer in three hours so your exam technique is very important, especially:
© Strict time management: only 18 minutes per answer

° Deciding on the order in which you attempt questions carefully: use your 15 minutes reading and
planning time carefully to make sure that you attempt your best topics first when you start to write.
This will bolster your confidence and.help to ensure that you manage your time properly, so long
as you don’t overrun your time allocation on the early, 'better' questions

° Reading the question carefully: make sure you identify precisely the key issues requiring your
attention

Only answering the question set: do not stray into irrelevant areas of, say, contract law. You will gain no
marks and you will lose time.

4 Examinable documents

Legislationpassed by 30th September 2008 will be examinable in December 2009. Liegislation passed
after this date will be examinable in June 2010. Unless otherwise stated, materialin this text is valid in
both sittings.

9 Practical Experience Requirement (PER)

The laws and regulations that you are about to study underpin many of the performance objectives that
you need to complete. Where appropriate these links are identified;-however you should bear in mind that
others may be equally valid and you should look to integrate the law into these objectives where possible.

Introduction m
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- Introduction

The exam paper

Format of the paper

The examination is a three hour paper consisting of seven, ten-mark questions testing knowledge and
three, ten-mark application (scenario) questions. '

As all questions are compulsory it is vital to attempt all of them. Even if you are not confident about an
area of law, it is often easier to earn'marks by starting a question and putting something down, than by
adding material to an already developed answer.

When answering Scehario questions follow the ISAC approach

Identify the legal issues
State the relevant law
Apply the faw
Coneclude .

Th|s tructure will maximise your marks as you identify what the problenyis; state what the law says about
the'problem, apply the law and come to a reasonable conclusion — exactly what the examiner wants.

You are expected to quote case names and section numbers in youranswers. Do your best to learn as
many as you can (at least a handful in each topic area), but don‘t worry if in the exam you forget the case
name or section number — as long as you correctly state the principle of law you will earn most of the
marks. ‘

The December 2007 exam saw the first tort'‘question under the new syllabus. It required candidates to
explain the concept of 'remoteness of damage": According to examiner's report on the sitting, the vast
majority of candidates ignored the reference to tort and answered the question on the basis of contract
law. They consequently scored yefy low marks. When studying please remember that 'remoteness of
damage' under tort and contract are completely unrelated concepts. Do not mix them up in an exam
question. -y

Company law- .

Many stugents""”“ ve failed this exam because they refer to out-of-date company law. This text is based on
the latest (C ympanies Act 2006) so you are assured the material you are about to study is up-to-date.

LEARNING MEDIA



Analysis of past papers

The table below provides details of when each element of the syllabus has been examined and the
question number and section in which each element appeared Further details can be found in the Exam
Focus Points in the relevant chapters. :

Covered
in Text
chapter 7
ESSENTIAL ELEMENTS OF THE LEGAL SYSTEM
1 The English legal syste 1
Sources of English law 1 1 1
8 2 2,8 8
2
2
3 3 3
Professional negligence
EMPLOYMENT LAW
10 Employment contract 7
11 Dismissal and redundancy - 6 7
THE FORMATION AND CONSTITUTION OF BUSINESS
ORGANISATIONS N,
12 Agency law nTh. 10
13 Organisations and legal personality %, o 4,9
14 Company formation - g 4
15 Constitution of a company 9 4
CAPITAL AND THE FINANCING OF COMPANIES
16 Share capltal 4 5 9
5
5
6 6 . b 7*‘1.'6
21 Insolvency and administration 9
GOVERNANCE AND ETHICAL ISSUES RELATING TO BUSINESS
22 Corporate governance 6
23 Fraudulent behaviour . 10 10
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