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Setting
the scene

Increasing
professional skills
marks into
ACCA’s
Advanced
Taxation exam.

PARNETS
awarded for
professional skills
demonstrated.

This change is
already
incorporated into
the other Options _ , .
exams. K
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Advanced Taxation (ATX) —
Changes from June 2023



Agenda

Format and structure of ATX exams from June 2023

Professional skills

Presentation of answers
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Format and structure of ATX
exams from J23

1. Section A
= Question 1 (50 marks)
= 40 technical marks (including 5 for ethics)
= 10 professional skills marks

2. Section B
= Questions 2 & 3 (25 marks each)
= 20 technical marks each
= 5 professional skills marks each




Question 1 - Enhancements

In addition to some ethical considerations which have been raised by your manager,
advice is required in respect of:

- the corporation tax issues in relation to a proposed purchase of shares by REP
Ltd in an overseas company

the value added tax (VAT) implications of the purchase of an investment
property

the income tax consequences of ceasing to trade, and

the inheritance tax consequences of a gift of shares to a trust.
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Question 1 - Enhancements

(c) Purchase of investment property by REP LtdjExhibit 1).

— Explain how opting to tax the building would enable R d 1o recover
the value added tax (VAT) charged by the vendor; and

$ Symbol | | ¥ Highlight F Strikethrough [§] Calcu

Exhibits

[ 1. REP Ltd There is no need for you to consider partial exemption or the capital

goods scheme.
ﬂﬂ 2. Personal tax affairs

I [F] 3. Work to be carried out (5 marks)

Requirement (@) Requirement (50 marks)

Require ent (50 marks . .
You should assume that today’s date is 1 September 2023.

Response Options Respond to the instructions in the email from your manager.

Note: the split of the mark allocation is shown in Exhibit 3 — Work to be carried out.
E Word Processor (40 marks)

[ Spreadsheet Profess o_nal marks '-.‘._‘l\l be awarded for the demonstration of skill in communication, analysis and evaluation, scepticism and
commercial acumen in your answer.

(10 marks)
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Professional Skills

= Communication

= Analysis & Evaluation
= Scepticism

= Commercial Acumen




Communication

Format and
structure

Style, language
and clarity

Effectiveness of
communication

Adherence to
instructions
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Communication: example

To: Tax assistant
From: Tax manager

Subject: Finance director of Charismatic Corporation Singapore Pte Ltd (CCS)
Date: 1 December 2022

Pleasejwrite a Ielt[—:rl-j the board of directors of CCS on the following matters:

(a) Becoming tax advisers to CCS

Explain the information we require, the malh—*r: to consider and the actions we should take
before we agree to become tax advisers to CCS5

(5 marks)
(b) Tax filing obligations of CCS

olain the tax filing obligations of CCS for the years of assessment (YA) 2021 and 2022
Consequences of non-c -:ompliance.

(4 marks)
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Communication: example

Format and structure of letter - easy to refer to e.g., use of headings/subheadings
Appropriate style and professional tone for the letter to the company

Attempt made to answer all question parts

Calculations clearly labelled and referenced

Adherence to specific instructions made e.g., following the instruction to make use of group
relief provisions when utilising losses
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Communication

Format and
structure

Style, language
and clarity

Effectiveness of
communication

Adherence to
instructions

Think Ahead

Analysis &
Evaluation

Application of
underlying tax
rules to scenario

Balanced
appraisal to
determine impact
of course(s) of
action

Justified
conclusions/
recommendations
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Analysis & Evaluation: example 1

Analysis and evaluation
can be demonstrated by
providing advice or
reaching a conclusion or
recommendation.

From Mr Longevity's estate, an amount of R1,000,000 was bequeathed to a public benefit
organisation in accordance with his will. The appropriate donation certificate was issued to the
executor. At the time of his death, Mr Longevity held cash of R1,500,000.

On 1 May 2022, Mrs Longevity donated R250,000 to the National Council of Societies for the
Prevention of Cruelty to Animals (SPCA) (a public benefit organisation) for which a donation
certificate was issued.

(a) Using Exhibit 2 only, explain the donations tax implications in respect of the
charitable donations made from Mr Longevity’s estate and during Mrs Longevity’s

lifetime.
(2 marks)

Appropriate use of the
information to draw

appropriate conclusions
on donations made by Mr
and Mrs Longevity

How to demonstrate:

Candidates should use the relevant information provided about the donations made to advise on
the deductibility of the charitable donations.

ACCA| Think Ahead
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Analysis & Evaluation: example 2

OptiO"JlA PR Analysis and evaluation can be
— onthly cash salary o o z i
Bonus of two months’ salary; and demons_trated by applylng_the
~  Employees’ Provident Fund (EPF) contribution of 13%; or Underl)_/mg tax rules to a given _
Option B scenario, to reach a recommendation
-~ Monthly cash salary of RM10,000;
Bonus of two months’ salary;
~ EPF contribution of 19%;
Use of a new company car which PAA will acquire for RM175,000; and
- Reimbursement of her only child’s primary school fees of RM27,000 per year. =  Appropriate use of information in the
_ _ guestion to determine suitable
(a) Based on a 12-month period, for each of Options A and B, compute: calculations
(i) Pandai’s income tax liability (7 marks) ) . o
(i) The residual amount available to Pandai and, based on the residual " Appropriate use of information in the
amount, recommend which option Pandai should accept. (6 marks) question to make a recommendation

How to demonstrate:

= Candidates should prepare a separate computation for each option, adopting a logical structure, including all relevant income
sources and deducting all relevant reliefs, resulting in an amount of tax payable under each option

= Candidates should compare the residual amount under each option, resulting in a recommendation

l . A ‘ i i




Communication

Format and
structure

Style, language
and clarity

Effectiveness of
communication

Adherence to
instructions

Think Ahead

Analysis &
Evaluation

Application of
underlying tax
rules to scenario

Balanced
appraisal to
determine impact
of course(s) of
action

Justified
conclusions/
recommendations

Scepticism

Critical
assessment /
challenge of
expressed views

Identification of
missing
information /
uncertainties
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Scepticism: example

New leased premises

It is proposed that Wall Ltd will take a 25-year lease on new premises starting on
20 September 2022 at an annual rent of €120,000. The landlord has advised that he will
be charging VAT on the rents at 23%. Vincent has advised that the landlord should not be
charging VAT in this situation.

(c) An explanation of the value added tax (VAT) issues ansing in relation to the sale of the
existing premises and the lease of the new premises. Include advice on how to optimise
Wall Ltd's VAT position, and your opinion as to whether the advice received from Julie's

cousin Vincent is correct. (7 marks)

Scepticism can be assessed by giving
candidates the opportunity to
challenge expressed opinions of
individuals in the scenario with regard
to a particular course of action or
application of the tax rules

!

Effective challenge of the validity of
the advice provided regarding VAT;
including demonstration of the ability
to probe into the problems with the
VAT advice

How to demonstrate:

l .

= Candidates will be expected to make an effective attempt to challenge the validity of the advice

=  Further marks for drawing out problems with advice and identification of a specified number of issues from a pre-determined list




Commercial
Scepticism Acumen

Analysis &

Communication Evaluation

Format and
structure

Style, language
and clarity

Effectiveness of
communication

Adherence to
instructions

Think Ahead

Application of
underlying tax
rules to scenario

Balanced
appraisal to
determine impact
of course(s) of
action

Justified
conclusions/
recommendations

Critical
assessment /
challenge of
expressed views

|dentification of
missing
information /
uncertainties

Appropriate use
of relevant
information

Demonstrates
awareness of
purpose behind
legislation

Recognition of
consequences of
course of action
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Commercial acumen: example 1 | commeril acumencanbe

demonstrated by an awareness of the

| have been approached by an individual (Mr X) who is neither resident nor domiciled in Malita, purpose behind legislation
and who is interested in acquiring MML. Mr X has made two mutually exclusive offers to acquire

all the share capital in MML as follows:

Option 1: Acquire MML, as presently structured, through a transfer of shares, for €1 million; or l

Option 2: MML to first acquire the office, followed by the transfer of shares in MML, for €2 million. _
Demonstration of an awareness of

(e) Advice on the best exit strategy for Ariel the purpose behind the higher stamp

- Provide notes on the expected income tax on capital gains and duty on documents duty rate applicable on shares when a

and transfers implications of the two mutually exclusive offers (Option 1 and company is a property company
Option 2), indicating the stamp duty payable by Mr X under each option.

How to demonstrate:
= Candidates expected to identify that under option 2, MML becomes a property company

= Candidates should attempt to explain:

= this rule ensures transfers of immovable property, and shares in property companies are taxed at same rate, thereby removing
any potential tax advantage

= (Stamp duty rates: 5% on immovable property; 2% on shares; and 5% on property company shares)

l . : ‘ " ’
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Commercial acumen: example 2

Commercial acumen can be
demonstrated by the recognition of
the future consequences of a course
of action

(a) Making reference to the transfer pricing rules and regulations in Hong Kong
only, evaluate whether Jade (HK) Ltd (JHK) is at risk of being challenged by
the Hong Kong Inland Revenue Department (IRD) on the sales made to Jade l
(China) Ltd (JCL) as shown in Exhibit 2, leading to a tax adjustment to JHK’s
assessable profits.

Recognition of the possible

You should include a brief definition of ‘transfer pricing’ and ‘arm’s length consequences of the sales made to
principle’. (10 marks) JCL (China) in relation to transfer
pricing

How to demonstrate:

Candidates are expected to recognise sales are at 20% over market value and a transfer pricing challenge could not be raised by the
Hong Kong IRD.

l . A ‘ i i




Ethics

ACCA Code of Ethics and Conduct
5 fundamental principles:

Integrity

Objectivity

Professional competence and due
care

Confidentiality

Professional behaviour

Examples of ethical issues examined in
ATX-UK

Non-disclosure/errors

New client procedures

Tax evasion and avoidance
Conflicts of interest

Use of knowledge gained advising other
clients

Think Ahead

Public
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Ethics

Tips for candidates

Key area to score ‘easy marks’ BUT watch
out for:

Need to write concise, specific answers
Answer the question which is set

Could be at the start/in the middle/at the end
of Section A question

Consider doing first
Consider who answer is addressed to

Normally integrated in scenario but could be
stand alone

Think Ahead

Ethical issues examinable in ATX
variants:

Generally the same in the ATX variants and
ATX-UK

Candidates expected to:
= have an awareness of ethical issues

= address them using the five
fundamental principles contained in
ACCA's Code of Ethics and Conduct

Candidates not expected to have detailed
knowledge of any one area or of legislation

Public
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Ethics: example

(a) New client acceptance

I had not met with Tasos previously and | cannot see any issues with taking him on as
a client, however can you please outline the new client procedures we should follow in
engaging him as a client.

Confirm ID and
address

Client attitude
to compliance?

Think Ahead

Threats to
ACCA
fundamental
principles?
Safeguards?

Do we have
the skills and
competence?

Money
Laundering

(5 marks)

Contact
previous
advisors

© ACCA

Public
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Presentation of answers

Communication marks available in Q1 $ Symbol [ v Highlight F- Strikethrough [g] Calcu

Two response areas in every question Exhibits

Candidates decide whether to use word [ 1. Rep La

processing, spreadsheet or both [ 2. Personal tax affairs

Label and cross-reference any calculations or [BEs ol il ol

tables Requirement

Head up response depending on required @ Requirement (50 marks)
formatin Q1

Response Options
Consider best use of headings and sub- [F] Word Processor

headings
[EH Spreadsheet

Clearly state the requirement being answered

Think Ahead © ACCA Public 25
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Impact of the changes on tuition
delivery



Experience from other subjects

= AAA, APM and AFM changed September 2022

= Examiner comments:
= Students missing out on some easier marks
= Candidates, in the main, scored better with communication and
analysis and evaluation marks, but less well on scepticism and
commercial acumen marks
= Tutor comments:
= Not as much to change in their delivery as they had thought

= Where student work is being viewed, show how they can improve on
their professional skills eg using correct format for a memo

-

Think Ahead © ACCA Public 29




Ethics: teaching points

Teach it early in your course
Cover “standard” scenarios — must tailor to each question

Students must state the specific competencies and why they are
relevant to this question

Encourage students to think — “so what” and “if, then”
Think to the future for the client

Exam technique: encourage students to pick these marks up early
on in the exam

Think Ahead © ACCA Public 30




Ethics: feedback to student

As a chartered accountant we are bound by the ACCA code of ethics and should make sure
that we adhere to the principles in that code such as professional competence which is

We should contact the previous advisors to see if there is anything about the client we
should be concerned about.
We need to verify the identity of the client from their passport and a credit check.

We also need to consider if there could be any money laundering implications of Taso’s,
business activities.

If we have concerns about Tasg’s activities, then we should not accept the appointment.

Aileen Edgar

You should state which
specific principles are at
threat here ie integrity &
professional competence. For
integrity you could say: we
need to check that Taso has
an appropriate attitude
towards tax compliance and
reporting for example. This
makes your answer more
specific

Available Maximum
New client acceptance
Evidence of identity
Principle of integrity
Principle of professional competence
Action to reduce threats
Consider client ethos in relation to compliance with tax legislation
Communicate with existing accountants
Money laundering checks

Aileen Edgar

You could make this less
generic by looking at the
scenario and spotting that the
client has been in business
for several years and has
overseas income so probably
has previous advisors

Think Ahead

Aileen Edgar

You could enhance this point
by considering other options
for action such as whether
there are any safeguards we
could put in place to reduce
the risk of a particular
appointment

© ACCA Public
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Professional marks — high-level requirements

Requirements Direct students to the exhibit with the
You should assume that today’s date is 1 September 2023. mark breakdown

Respond to the instructions in the email from your manager.
Note: The split of the mark allocation is shown in Exhibit 3 — Manager's email.

(40 marks)

Point out that these professional

Professional marks will be awarded for the demonstration of skill in .
marks are not a separate requirement

communication, analysis & evaluation, scepticism and commercial acumen in your
answer.

(10 marks)

(50 marks)
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Professional marks — detailed requirements

/ Communication: use the headings given in your answer, be specific

Hi
| need you to prepare some notes in preparation for an internal meeting with the
rest of the engagement team. The notes should be set out in a manner which will
make it easy for you to refer to them during the meeting and should address the
following issues;

(a) Knowledge obtained from advising other clients

We have many existing clients which trade from permanent establishments
situated overseas, and a few years ago we had a client with a presence in the Commercial acumen:

country of Garia. opportunities for, and
constraints of, using

prior knowledge

<
— Identify the points which should be made in order to explain the extent to
which REP Ltd can benefit from the knowledge our firm has gained from
advising other clients.

(5 marks)

Think Ahead © ACCA Public Kk}




Professional marks — detailed requirements

(b) Investment in JAY Ltd by REP Ltd (Exhibit 1).
(i) Residency of JAY Ltd.

—

— ' > relevance of the country of residency of JAY
Ltd in relation to:

— the amount of corporation tax payable in the UK and Garia
in respect of its profits; and

— the relief available to REP Ltd if JAY Ltd’s business in
Garia were to make a trading loss.

Before you start, take some time to identify the different possibilities
which need to be addressed, recogni it (nown what

DL youd

percentage of JAY Ltd will be owned by REP Ltd.
(9 marks)

Analysis & evaluation: use of information given and judgements made

Think Ahead © ACCA

Public
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Professional marks — detailed requirements

(ii) Election to exempt the profits of JAY Ltd’s overseas permanent
establishment from UK tax.

— List the implications of JAY Ltd making this election.

(3 marks)
(iii) Controlled foreign company (CFC) rules.

| can confirm that a CFC charge will not arise if JAY Ltd is resident in
Garia. However, | want to provide Lamar with:

— an explanation of the purpose of the CFC rules and the charge
which can be levied under them.

(3 marks)

(c) Purchase of investment property by REP Ltd (Exhibit 1).

Scepticism: challenging

—  Explain how opting to tax the building would enable REP Ltd to i inei
recover the value added tax (VAT) charged by the vendor; and advice convmcmgly

—1

—  Explain whether or not the advice from Lamar’s friend is correct. <=
There is no need for you to consider partial exemption or the capital

goods scheme.

(5 marks)
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Professional marks — detailed requirements

Analysis & evaluation:
use of data to perform
relevant computations

Think Ahead

(d) Personal tax affairs (Exhibit 2).
(i) Cessation of Freya’s business on 31 October 2023.

— A lati fF ' ti ability to income tax and Class
4 national insurance contributions in respect of her final tax year of
trading.

(7 marks)

(ii) Proposed gift of shares to trust on 1 November 2023.

— Acalculat he inheritance tax which would be payable by Freya
if she were to give 20,000 shares in Dexil Ltd to the trust on 1
November 2023, as planned. Your calculation should indicate the
availability or otherwise of all relevant annual exemptions.

The payment date, together with a brief explanation of how it has
been determined.

(8 marks)

© ACCA
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Professional marks — marking guidance

Professional skills marks

Analysis and evaluation
Appropriate use of the data to calculate the residual amount under each of options A and B, allowing a
recommendation to be made in part (a)
Demonstration of the ability to adopt a logical structure and include in Pandai's tax computation all
relevant income from a range of sources and deduct relevant reliefs in part (a)
Appropriate use of the data, allowing conclusions to be drawn regarding the tax treatment of PAA’s
expenditure in part (b)
Appropriate use of the information to determine the tax treatment of the lump sum inducement payments
for Pandai and PAA in part (c)

Commercial acumen
—  Demonstration of understanding that it is the comparison of the residual cash amount, not simply the
comparison of tax liability, under each option on which the decision of choice of remuneration package

should be based in part (a)
Demonstration of awareness of the purpose behind the employment income rules in relation to inducement

payments in part (c)
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Changes to delivery

Ethics if not previously examined

Mocks, tests, question debrief formats: 4 to 3 questions, professional marks
Overview sessions/documents

Timing recommendations

Manage student expectations

4
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Resitters

1. More time per mark
2. Q1 similar in style as before

3. Ethics marks can be great opportunity

Think Ahead © ACCA Public 39




Resources to incorporate into
teaching

Ethics article on Education Hub
Other Education Hub resources: sample exam, practice exams

=  Practice platform

'o ) @
\ L o °
l. .
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Key messages to emphasise

1
2
3.
4

Requirements still independent
Time allocation Q1 90 minutes, Q2 45 minutes, Q3 45 minutes

Professional skills are not a separate task

There c?n be some easier marks to pick up eg by using the Pt ACCACandidate@actiglobal cai
correct tformat To: Tax.Manager@accaglobal.com

Notes for internal meeting of engagement team

Prospective client(s) MML and Ariel

Purpose

Prepared by

Date

Subject: The Food Group Ltd and BringMeMyStuff (Pty) Ltd
Date: 31 March 2023

Dear Tax manager

Discussion of engagement of prospective client(s) and tax advice requested
Tax senior ABC & C:
]

30 May 2021 Chartered Certified Accountants
Any Street

Any Town

From:
To:
Date:

Report to Ekspan Corporation 8 June 2022

Julie
Finance Director

s Wall Ltd
Tax Firm Aty Sireet

Amigo, Managing director, Ekspan Corporation (EC) Any Town
Regarding: Tax issues raised at our recent meeting
8 June 2022 Dear Julie

Further to our recent meeting, the following is the position in relation to the gueries raised:
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ATX Specific Resources



Education Hub

Syllabus & study guide and examinable documents
Professional skills in Strategic Professional Options guidance
Specimen exams for all variants

Two practice exams for the UK variant

Ethics Article

rcca R

= Q Tutor support hub ACCA practice platform ALP management hub News and events

ACCA Qualification resources

Think Ahead

© ACCA

Public
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Train the trainer

1. Toolkit of skills, tips & guidance covering integrating professional skills into your
courses, including your use of mock exams and marks.

2. Two new modules specific to professional skills marks.

3. Update module: for tutors who have already completed the programme.

M Think Ahead Search o) View Dashboard

= Q Tutor support hub ACCA practice platform ALP management hub News and events Help ,Q G

Home / Courses / TSP-ATX Turn editing on @ -

Advanced Taxation

5 x Digital Train the Trainer Modules for ATX
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Other resources

1. ACCA Practice Platform
= Specimen exams will be up for all variants
= Practice exams (under new exam format) is only for ATX-UK

2. Dedicated ATX professional skills page on ACCA Global
= Short videos on each skill
= Read the mind of an ATX Marker articles
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Next Steps

ﬁ Think Ahead Search o View Dashboard

Tutor support hub ACCA practice platform ALP management hub News and events Help (Q

- -
Home / My courses / News hub I EA‘ H Think Ahead M

1
New resources, news and upcoming events

Look out for updates on the up and coming support and resources in the News & Event section of the Education
Hub and Teach Accounting.
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