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This exam paper has three parts: Part A, Part B and Part C. 

You need to answer five questions in total. 

You must answer: 

• Both questions in Part A (25 marks each) 

• One question from Part B (20 marks) 

• Two questions from Part C (15 marks each) 

Further instructions 
• All workings should be made to the nearest month and in appropriate monetary currency, unless otherwise 

stated. 

• As you are using the online method to complete your exam, you must provide appropriate line breaks between 
each question, and clearly indicate the start of each new question using the formatting tools available. 

• Marks may be allocated for clarity of presentation of your answers. 

• The time you spend answering questions should correspond broadly to the number of marks available for that 
question. You should therefore aim to spend approximately half of your time answering Part A, and the other 
half answering questions in Parts B and C. 

• There is no separate reading time, so you can start typing your answers as soon as the exam begins. However, 
we recommend that you set aside some time to thoroughly read each question and plan each of your answers. 
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PART A 
 

You are required to answer BOTH questions from this Part. 
 
1. United Producers GmbH (United Producers) is a limited liability company established in Frisia, an EU member 

state. The company owns 8% of shares in Tomato Company, which was established in the EU member state 
of Solaria. Tomato Company exploits industrial patents and, in 2018, paid a dividend to all of its shareholders. 
 
Under the tax laws of Frisia, dividends from resident companies are tax exempt, However, dividends received 
from non-resident companies are subject to a 25% tax with the possibility to credit, on a pro rata basis, the 
15% corporate income tax levied by the state of residence of the dividend distributing company. 
 
United Producers’ directors argue that the company has been discriminated against on the basis of its 
investment in a foreign company, and the fact that foreign dividends are not exempt. 
 
1) You are required to explain, with reference to the case law of the European Union, whether the 

Frisian tax law infringes upon any of the Treaty on the Functioning of the European Union (TFEU) 
freedoms.                                                                                                                                                                                            (9) 

 
In 2019, Frisia introduced a specific low tax rate of 5% for companies that directly exploit industrial patents. 
This does not apply, however, to shareholders such as United Producers. 
 
2) Does this legislative change affect your answer to the previous question, and on what basis? (6) 
 
Solaria levies a dividend withholding tax of 12.5%. EU companies holding at least 10% of shares in a Solarian 
company are exempt from withholding tax in Solaria. Cono Sud Ltd is a company resident in Brazil, which 
holds 60% of the shares in Tomato Company and is not entitled to the exemption. 
 
3) Can Cono Sud Ltd rely on the TFEU freedoms in seeking a dividend withholding tax exemption 

in Solaria?                                                                                                                                                                                        (10) 
 

Total (25) 
 
 
2. Francine lives in Actavia, an EU member state, and holds 60% of shares in IT Solutions Ltd, a company 

established in the EU member state of Electra. Nigel lives in Utopia, which is not an EU member state, and 
holds 40% of the shares in IT Solutions Ltd. Since Francine and Nigel started their business, the value of their 
shares has increased significantly.  

 
          According to the tax treaty between Actavia and Electra and the tax treaty between Utopia and Electra, Electra 

is allowed to tax both shareholders on any capital gains upon the disposal of their shares in IT Solutions Ltd.  
 

Francine and Nigel have decided to participate in a share merger, in which both will transfer all of their shares 
in IT Solutions Ltd to FN Holding Ltd, a company established in the EU member state of Luminia. In exchange, 
Francine and Nigel will receive shares in FN Holding Ltd. Both IT Solutions Ltd and FN Holding Ltd are subject 
to profit tax in their states of residence. 
 
You are required to answer the following questions, with reference where relevant to the Merger 
Directive and to European Union case law: 
 
1) Does the Merger Directive apply to Nigel’s transfer of his shares to FN Holding Ltd?                         (7) 

 
2) Is Electra permitted to levy tax from Francine with regard to the transfer of her shares to FN 

Holding Ltd?                                                                                                                                                                                      (5) 
 
After the merger, according to the applicable bilateral tax treaties, only Luminia will be permitted to tax Francine 
and Nigel with regard to any capital gains on their shares in FN Holding Ltd. 
 
3) Can Electra refuse the benefits of the Merger Directive, stating that the share merger is an 

artificial structure set up to escape from its jurisdiction? How may Electra ensure that it 
maintains its tax claim in relation to Francine and Nigel?                                                                                   (13) 
 

Total (25) 
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PART B 
 

You are required to answer ONE question from this Part. 
 
3. Roberto lives in the EU member state of Homelia and works three days per week as a self-employed dentist 

in his own dental studio in the neighbouring member state of Workaria. He owns another dentist studio in 
Terzia, which is also a member state. In 2019, Roberto earned €60,000 in Workaria and €30,000 in Terzia, as 
well as €10,000 in Homelia for teaching at a dental academy. 
 
In 2019, Roberto paid alimony of €25,000 to his ex-wife. Under the tax laws of Homelia, alimony payments are 
tax deductible. However, Roberto does not earn enough in Homelia in order to fully enjoy this tax deduction. 
Under the tax laws of Workaria, alimony payments of residents are also fully deductible. However, under the 
tax laws of Terzia, alimony payments of residents are not deductible at all. 
 
You are required to explain, with reference to relevant European Union case law, whether Workaria 
and Terzia are obliged to grant Roberto tax deductions in relation to the alimony that he has paid. If 
so, for what amounts?                                                                                                                                                                            (20) 

 
 
4. You are required to explain the meaning of the ‘most favoured nation’ principle, in the context of the 

case law of the Court of Justice of the European Union (CJEU). Are EU member states obliged to apply 
this principle?                                                                                                                                                                                              (20) 
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PART C 
 

You are required to answer TWO questions from this Part. 
 
5. According to the case law of the Court of Justice of the European Union (CJEU), it is possible to neutralise 

measures which otherwise constitute a restriction on the fundamental freedoms of the Treaty on the 
Functioning of the European Union (TFEU). 
 
Using CJEU case law, you are required to explain three situations in which this neutralisation may 
apply in matters of taxation, and what the consequences of neutralisation are.                                                (15) 

 
 
6. Helmer Holding is an internationally active consultancy company established in Borovia, an EU member state. 

Helmer Holding has received IT services from a company established in the British Virgin Islands. In 2019, 
when Helmer Holding transferred its payment for these services to the foreign bank account of the company 
in the British Virigin Islands, Borovia levied a 0.5% tax on the export of money outside the EU.  
 

          With reference to the Treaty on the Functioning of the European Union (TFEU) and relevant EU case 
law, you are required to explain: 

 
1) Whether Helmer Holding can successfully rely on any of the TFEU freedoms in challenging the 

tax levied.                                                                                                                                                                                          (10) 
 

2) The extent to which it is relevant that the Borovian tax law on the export of money has existed 
since 1975.                                                                                                                                                                                          (5) 
 

Total (15) 
 
 
7. Poker Master Ltd is a company established in the EU member state of Fortuna, which enables consumers to 

play poker online. Players pay a fee to participate in the game, and top players have the possibility of winning 
substantial sums of money. 
 
Isabel is a professional poker player living in Ludus, an EU member state, and in 2019 earned a considerable 
amount of money playing online via Poker Master Ltd. Ludus levies a 35% gambling tax on the net profits of 
domestically resident companies that host poker games. Poker players who win prizes from non-resident or 
online poker games, by contrast, are taxed at a rate of 25% on the gross amount of their prizes. 
 
Isabel argues that she is therefore taxed more heavily than if she had earned her winnings via a domestic 
poker company. 
 
1) You are required to explain, with reference to EU case law, whether Isabel has recourse to any 

of the TFEU freedoms in challenging the tax levied.                                                                                               (10) 
 

2) What benefit will Isabel achieve if she can prove that any TFEU freedoms have been infringed? 
(5) 

 
Total (15) 

 
 
8. In 1973, the Vatican concluded an international treaty with Elizia, an EU member state. According to this treaty, 

Elizia will exempt all Catholic churches and orders of monks and nuns from all kinds of taxation. 
 
The order of the Sisters of Benevolentia run a convent, a primary school and a daycare centre for children 
during weekends in the capital of Elizia. The school is financed by the Elizia Ministry of Education. The 
weekend daycare is financed by fixed contributions from the children’s parents. 
 
The Sisters of Benevolentia have obtained from the local municipality a building permit for the renovation of 
the church, the school and the separate building which is used for daycare during weekends. Usually, a 
municipal building fee would have been due in order to obtain the building permit. However, on the basis of 
the treaty with the Vatican, the Sisters of Benevolentia have been granted an exemption from this fee. 
 
You are required to explain, with reference to the case law of the European Union, whether EU state 
aid provisions permit the granting of this exemption to the Sisters of Benevolentia.                                     (15) 
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9. Francoise Holding SAS, is a company established Lumina, an EU member state. It received a corporate 
income tax assessment from the Luminan tax authorities. Francoise Holding SAS did not file any appeal 
against this decision.  
 
After the formal deadline to file an appeal expired, the Court of Justice of the European Union (CJEU) ruled 
that a specific provision of the Luminan corporate income tax is in violation of the free movement of capital. 
Consequently, Francoise Holding SAS appears to have overpaid its corporate income tax as its situation meets 
the same criteria as the case on which the CJEU ruled. 
 
Can Francoise Holdings SAS file an appeal against its tax assessment, despite the fact that the formal 
deadline for appeals has expired, by arguing that the tax assessment violated EU law? Use CJEU cases 
to illustrate your answer.                                                                                                                                                                      (15) 


