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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) 

• The question in 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 Euros, 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. In 2014 Mr T, an individual who is an Italian tax resident for the purposes of Malta’s double tax treaty with Italy, 
incorporated a Maltese company, Melita Domains Ltd (MDL). MDL operates three catering establishments in 
Sliema, Malta. All three establishments are held by title of lease. 

  
Since 2014, Mr T has spent three months in each calendar year in Malta, staying at a budget hotel. Mr T is not 
registered for the purposes of the refundable tax credit system but is registered as a taxpayer with the Inland 
Revenue Department. 
 
Mr T seeks to reduce his business presence in Malta and is exploring various options. 
 
Option 1 – Spin-off 
 

• Assigning MDL’s lease agreement to a third party, Mr A (an Italian resident), for a consideration; 
• Selling MDL’s catering equipment to another third party, Mr B (a Maltese resident); 
• Selling MDL’s tradenames and trademarks to a Maltese company owned by Mr A; 
• A distribution of MDL’s retained earnings consisting in profits allocated to the Maltese Tax Account and 

Untaxed Account; and 
• Liquidating MDL after stripping it of all of its assets. 

 
Option 2 – Outright transfer 
 

• Selling 50% of shares in MDL to Mr A; and 
• Selling the remaining 50% of shares in MDL to Mr B. 

 
Option 3 – Migration 
 

• An early termination of MDL’s lease agreement (the lease agreement provides for an early termination 
penalty); 

• A distribution of MDL’s retained earnings, consisting of profits allocated to the Maltese Tax Account and 
Untaxed Account; 

• A re-domiciliation of MDL to Italy (the re-domiciliation of the company is expected to occur after 2020). 
 
Option 4 – Donation of shares in MDL to son 

 
Donating all shares in MDL to Mr T’s son. 

 
Option 5 – Liquidation 

 
Liquidating MDL by distributing all distributable profits and assets to the sole shareholder. The lease agreement 
provides that, in the case of an early termination of the lease agreement, a penalty is not due. 

 
Option 6 – Cross-border merger 

 
Merging MDL with an Italian resident company, T SpA, resulting in T SpA’s succession to all of MDL’s assets 
and liabilities and the strike-off of MDL. T SpA’s sole shareholder is Mr T. 
 
You are required to discuss the Income Tax, VAT and Duty on Documents implications of each of the 
options presented, including double tax agreement implications.                                                                             (25) 
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2. Spejjez Ltd (SL) is a Maltese registered company that has been trading for more than ten years. It owns highly 
lucrative patents, trademarks and copyright and invests heavily in research and development. In the course of 
the last year, SL incurred expenditure including: 

 
• A fee paid to a trademark lawyer, relating to a successful case lodged by SL against a third party 

concerning use of a trademark that was very similar to a trademark belonging to SL; 
 

• A fee paid to a consultancy firm, relating to a feasibility study concerning SL’s plan to penetrate a new 
geographical market; 
 

• Italian withholding (income) tax paid on a royalty received from an Italian client; 
 

• Japanese withholding (income) tax paid on a royalty received from a Japanese client; 
 

• Compensation paid to a competitor, pursuant to a non-compete agreement; 
 

• Fees paid to an external consultant for his contribution to the development of a new software product; 
 

• A consideration paid to a third party paid for the acquisition of a patent; 
 

• A consideration paid to a third party for the acquisition of a building block to be used as a research and 
development centre; 
 

• A consideration paid to a third party for the acquisition of computer hardware, furniture and fittings, to 
be used in SL’s new research and development centre; 
 

• An ex gratia payment paid to an employee who retired for health reasons; 
 

• Libyan income tax paid on profits attributable to SL’s permanent establishment in Libya; 
 

• Defence tax paid in Libya paid because of SL’s business activities there; 
 

• Stamp duty paid in Libya in relation to the registration of contracts concerning SL’s business operations 
in Libya; 
 

• Interest paid by SL on money which it borrowed to acquire fixed assets. The total interest paid was 
equivalent to 50% of SL’s EBITDA for the year; and 
 

• Expenses incurred in entertaining prospective clients and high-performing employees. 
 
SL’s books refer to a capital that comprises share-capital, share premium and positive retained earnings.  
 
You are required to explain the tax treatment of the expenses and items listed above, analysing the tax 
deductibility in each case.                                                                                                                                                                    (25) 
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PART B 
 

You are required to answer THIS question. 
 

3 Revenues Holding Ltd (RHL), a Maltese registered company, owns 99.99% of the shares in Revenues Ltd 
(REL), another Maltese registered company. RHL’s sole purpose is the holding of shares in REL and its sole 
revenue stream consists of dividends received from REL. REL is an active trading company which derives 
income and gains from numerous sources. Neither RHL nor REL own immovable property situated in Malta, 
and RHL’s sole shareholder is an individual who is neither resident nor domiciled in Malta. 
 
REL has received the following gains and profits: 

 
• Foreign source passive interest and royalties, as defined in Article 2 of the Income Tax Act; 

 
• Investment income subject to Final Withholding Tax collected on the basis of the Investment Income 

Provisions; 
 

• Profits attributable to a permanent establishment that REL established outside the EU; 
 

• A foreign source royalty that, outside Malta, has been subject to tax at the rate of 10%; 
 

• Consultancy fees charged to a client resident in another country; 
 

• A foreign source capital gain generated from the sale of a registered trademark (the foreign source 
capital gain was not subject to any foreign tax); 
 

• A foreign source capital gain generated from the sale of a domain name (the foreign source capital gain 
was not subject to any foreign tax); 
 

• Profits derived from trading in a virtual currency; 
 

• Dividends from a 100% subsidiary company registered in another EU member state; and 
 

• Dividends from a company registered in the Cayman Islands. REL holds 5% of the shares in the Cayman 
Islands company. The Cayman Islands company is tax exempt in the Cayman Islands. 

 
1) You are required to indicate the allocation of REL’s profits to its tax accounts, analysing the tax 

treatment of each income stream separately. 
 
When analysing eligibility for double tax relief, you should assume that REL is specifically 
empowered to receive income and gains to the foreign income account and that REL’s board of 
directors pursues a policy to apply Flat Rate Foreign Tax Credit (FRFTC) whenever it is available. 

(10) 
 
With REL’s approval, RHL has opted for itself and REL to form a fiscal unit. 
 
2) You are required to determine the consolidated, net effective tax rate applicable to the fiscal unit 

on each revenue stream.                                                                                                                                                         (10) 
 

Total (20) 
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PART C 
 

You are required to answer TWO questions from this Part. 
 

4. Irtiri Ltd is a retirement fund that is licensed under the Special Funds Act. None of the individuals who hold an 
interest in Irtiri Ltd are either resident or domiciled in Malta. Irtiri Ltd has invested its assets mainly in immovable 
property, and derives revenues from renting out and selling such properties to third parties. 

 
In the year under consideration, Irtiri Ltd derived capital gains from the disposal of property situated in Italy, 
rent derived from property situated in the United Kingdom, and rents from properties situated in Malta.  
 
1) You are required to explain Irtiri Ltd’s tax treatment, the tax rules governing Irtiri Ltd’s profits, 

and the tax consequences of the dividend distribution of such profits.                                                     (10) 
 
2) You are required to determine the tax treatment of an eventual liquidation of Irtiri Ltd, explaining 

the rules that will apply if Irtiri Ltd distributes its capital assets to its investors in their current 
form.                                                                                                                                                                                                       (5) 

 
Total (15) 

 
 
5.  

1) Ms Borg is both ordinarily resident and domiciled in Malta, and is the sole shareholder of Telf Ltd and 
Profitti Ltd, two companies incorporated in Malta. 
 
Telf Ltd is a loss-making company with its books reporting losses for the year, as well as trade losses 
and capital allowances brought forward from previous years. Profitti Ltd is profitable, regularly registering 
a surplus after tax. Telf Ltd and Profitti Ltd have accounting year-ends that begin and end on the same 
dates. 
 
You are required to advise Ms Borg on the ways in which she could structure the tax affairs of 
her companies, in order to optimise Telf Ltd’s tax deductions. Your answer should refer not 
merely to the possibility or otherwise of group relief, but also of fiscal consolidation as well as 
corporate restructuring.                                                                                                                                                             (8) 

 
2) Vapuri Ltd, a cruise liner company, is tax resident in Singapore for tax treaty purposes. The company 

has neither a permanent establishment nor a fixed establishment in Malta; its sole connection to Malta 
is a cruise ship that is docked in a Maltese dockyard for major repairs. 
 
Vapuri Ltd is considering selling the cruise ship to a company that is a tax resident in Japan. 
 
You are required to explain the Maltese tax implications, including Income Tax, VAT, and Duty 
on Documents and Transfers, of the proposed transfer.                                                                                        (7) 

 
Total (15) 
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6.  
1) Bank Ltd (BL) is a Maltese registered company licensed under the Banking Act and serving a non-

resident client base. BL’s shareholder is BH Ltd (BH), another company incorporated in Malta. BH’s 
shares are held by a company incorporated in Ireland that is, in turn, owned and controlled by a group 
of individuals who are neither resident nor domiciled in Malta. 
 
BH’s sole revenue stream consists of a yearly dividend received from BL. BL receives revenues from 
the following: 

 
• The granting of credit; 
• The granting of security; 
• Customer deposits; 
• Credit card services; 
• Investments, assets and liabilities situated outside Malta; and 
• Investment advisory services. 

 
You are required to determine the Maltese tax implications, including Income Tax, VAT and Duty 
on Documents and Transfers, of the activities pursued by BL and BH.                                                         (5) 
 

2) You have been made aware of the following activities conducted by your various clients: 
 

• A supply of goods that are to be installed in Malta; 
• A supply of consultancy services by a Maltese registered company to a company established 

outside Malta; 
• A supply of consultancy services by a Maltese registered company to a Maltese resident 

individual; 
• An estate agency fee charged by a United States estate agent to a US client in relation to the 

sale of immovable property situated in Malta; and 
• The supply of advertising services by a Maltese registered company to a non-taxable person 

residing outside the EU. 
 
Explain whether or not the place of supply of each activity for VAT purposes will be Malta.            (5) 
 

3) A junior colleague has sought your assistance in determining the VAT treatment of the following activities 
undertaken by various corporate clients where the place of supply is Malta: 
 

• Supply of business-to-business consultancy services; 
• Sales of cooked foodstuffs in the course of catering to non-business customers; 
• Supply of electricity; 
• Letting of business premises by a VAT-registered company to another VAT-registered company; 
• Letting of accommodation by a resident individual to a temporary resident; and 
• Letting of accommodation in premises licensed by the Malta Travel and Tourism Services Act. 

 
What rate of VAT, if any, will apply to each of these activities?                                                                          (5) 

 
Total (15) 

 
 
7. You are required to discuss the judgment of the Court of Appeal in the Cove Ltd case, explaining its 

relevance from a VAT recovery perspective.                                                                                                                            (15) 


