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MODULE 1 
 

PRINCIPLES OF INTERNATIONAL TAXATION 
 

TIME ALLOWED – 3¼ HOURS 
 

This exam paper has two parts: Part A and Part B. 

You need to answer four questions in total. 

You must answer: 

• At least two questions in Part A (25 marks each) 

• At least one question from Part B (25 marks each) 

Further instructions 
• All workings should be made to the nearest month and you must use the appropriate 

monetary currency, unless otherwise stated. 

• As you are using the on-screen 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 first 15 minutes of the exam is reading time. You will be allowed to annotate the 
question paper during this time; however, you will not be permitted to start writing or 
typing your answer. The Presiding Officer will inform you when you can start answering 
the questions. 
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PART A 
 

You are required to answer AT LEAST TWO questions from this Part. 
 

1. “Special considerations apply to the relief of international double taxation with respect to 
dividends […] of foreign corporations.” 

Arnold, International Tax Primer (2016), 4.3.2.1. 
 
You are required to discuss this statement in the context of the international 
taxation of distributions of dividends. Your answer should consider economic and, 
to a lesser extent, juridical double taxation, as well as the relevant tax treatment of 
both individuals and companies.                                                                                                        (25) 

 
 
2. “The proposed design of international tax law reforms by the OECD is intended to assist 

countries in implementing a cohesive global approach, but each country uses its tax 
system to influence taxpayer behaviour to achieve its own social and economic goals. 
This is a grand challenge facing the implementation of the BEPS proposals.” 

Sadiq, Sawyer & McCredie, “Jurisdictional responses to base erosion and profit 
shifting: a study of 19 key domestic tax systems”. eJournal of Tax Research, 16(3), 737 
 
You are required to evaluate the relative level of success of the OECD/G20’s work 
in the BEPS area, against the backdrop of the above statement.                                    (25) 

 
 
3. “Economists have demonstrated that Capital Import Neutrality and Capital Export 

Neutrality do not exhaust the forms which neutrality might take.” 

Loutzenhiser, “Tiley’s Revenue Law”. Hart Publishing, 9th edition (2019), 1287 
 
You are required to discuss this statement in the context of all forms of neutrality, 
including capital export and capital import neutrality. Your answer must include 
discussion of the relevance of these forms of neutrality in the BEPS Actions.      (25) 

 
 
4. “Apparently, contracting states feel that the benefits agreed upon in a tax treaty should 

remain confined to residents or nationals of both contracting states. As the inclusion of a 
most-favoured-nation clause in a tax treaty would grant the beneficiaries of that treaty 
access to the entire treaty network of that state, there seems to be a general reluctance 
to include express most-favoured-nation provisions in tax treaties.” 

 Bammens, “The principle of non-discrimination in international and European tax law”. 
IBFD Doctoral Series (2012), 61 

 
You are required to evaluate this statement. You may include the position taken 
by the OECD and the UN, as well as country practice, in your answer.                        (25) 

 
 
5. “Residence taxation of multinational companies remains a live issue. Most countries still 

assert jurisdiction over those companies they consider to owe them fiscal 
allegiance. However, the traditional bases of company residence tax are no longer valid 
in an age of electronic communications and widespread air travel.” 

Collett, “Developing a new test for the fiscal residence of companies”. UNSW Law 
Journal (2003), 26(3), 622 

 
You are required to discuss this statement in the light of: 
 
1) the tie-breaker test in OECD MTC 2017, Article 4(3); and 
 
2) the various ways in which a corporate residence test may be best 

formulated.                                                                                                                               (25)  
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PART B 
 

You are required to answer AT LEAST ONE question from this Part. 
 
6. Pablo is a very successful tennis player who lives with his family in Country S. Pablo’s 

children attend a school in Country S. Although Pablo has lived in Country S for the past 
15 years, he grew up in, and is a national of, Country T. Pablo owns property in Country 
S and Country T. 
 
Pablo and his family live in a property in Country S, and when Pablo is travelling he either 
stays at various hotels or, when in Country T, stays at his one of his Country T properties 
(Property A). Pablo has an arrangement with his brother that Pablo will retain legal 
ownership of Property A but that his brother will have the right to stay at Property A 
through the year, provided that Pablo has a room available to him at all times within 
Property A where he can leave his belongings. Pablo rents out all his other Country T 
properties via an estate agency in Country T.  
 
Pablo spends his time training in Country S, and competing in tennis tournaments in 
Country S and a number of other countries including Country T. Pablo derives income 
from a variety of sources, including prize money and sponsorship deals. Most recently, 
Pablo has been offered a sponsorship deal with a major sports brand (RSL Ltd) totalling 
$900,000. The deal involves Pablo exclusively wearing RSL Ltd apparel while competing 
in all tournaments in which he participates for a period of 24 months. 
 
Pablo is the favorite to win a tournament hosted by the Federation of World Tennis 
(FWT), which is to take place in Country T. If he wins the tournament, he would win 
$150,000 in prize money from the FWT. Pablo has also been asked to act as a sports 
commentator for a televised junior tennis tournament taking place in Country T after the 
FWT tournament. Should Pablo accept, he will be paid $15,000 for his commentating 
services.  
 
The tax authorities of both Country S and Country T contend that Pablo is resident in 
their respective states, according to their respective domestic laws. More specifically, 
Pablo is present in Country S for a sufficient number of days each year and has his family 
home there. Country T maintains that Pablo is a national of Country T and also owns 
property that he stays in when in Country T.  
 
You are required to advise Country T on the extent to which it would have taxing 
rights over Pablo’s various sources of income. Country S and Country T have a 
double tax arrangement that follows the exact wording of the OECD MTC 2017.                                                  

(25) 
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7. Birollo Co. (B) manufactures stationery products in the country of Xantia, which has a 
corporate tax rate of 35%. B sources manufacturing inputs from a large pool of suppliers 
at a cost of $800, and incurs operating costs of $100. B sells these products on to an 
associated enterprise, Sillero Co. (S), in the country of Yulian, for $3,000, incurring 
operating costs of $440. S then sells these products on to arm’s length customers in 
Yulian and overseas. B’s accountant has provided you with the following information in 
connection with different transfer pricing options potentially open to B, where an arm’s 
length price for the sale of stationery products to S is required: 

 
1) Where the cost-plus method is used, verifiable data supports a 40% cost plus 

margin as the benchmark for the industry and so for B. 
 

2) Where the resale price method is used, verifiable data supports a 20% gross 
margin as the benchmark for the industry and so for S. 
 

3) Where the transactional net margin method is used, a number of different variables 
are presented: 
 
a) S is to be the tested party and verifiable data supports the net profit indicator 

as a mark-up on operating costs only of 10%. 
 
b) S is to be the tested party and verifiable data supports the net profit indicator 

as a mark-up on operating costs only of 15%. 
 
c) Where B is to be the tested party and verifiable data supports the net profit 

indicator as a 10% mark-up on full costs. 
 
d) Where B is the tested party and verifiable data supports the net profit 

indicator as a benchmark return of 5% net margin or sales. 
 
You are required to write a report for B that includes guidance on any further 
information required for a full transfer pricing assessment to be carried out; an 
appraisal of the likely transfer pricing implications of adopting the specific transfer 
pricing methodologies referenced above for the transaction between B and S; and 
a brief consideration of the most appropriate methodology to use, where B is able 
to exercise discretion as to the methodology used.                                                                (25) 
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