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CAPITAL GAINS AND 
DUTY
CHRISTIAN VELLA

DISCLAIMER
This material is the intellectual property of Malta Institute of Taxation. It is for the sole use of the registered webinar participant to
whom it was made available, exclusively for their educational purposes. The publication, whether in whole or in part, reproduction,
distribution and / or editing of the content is prohibited. Likewise, the recording of a webinar in audio or video, including by means
of screenshots, is strictly prohibited.

Any views and opinions expressed during this presentation are those of the speaker and do not necessarily reflect or represent the
views and opinions of the Malta Institute of Taxation. The Malta Institute of Taxation does not endorse nor approve, and assumes
no responsibility for the accuracy of, the information provided herein.

Furthermore, as this material is intended for educational purposes only, it does not in any way constitute advice and should not be
relied upon as such. Any reference to practices, whether past or present, should not be construed as an endorsement thereof. The
Malta Institute of Taxation and the speaker assume no duty of care toward any person who may place reliance on the contents
hereof.

The content of this presentation is intended to reflect the speaker’s understanding of the legislation and / or practices applicable as
at the date of first delivery, that is, the date specified below.

Date: 13 April 2023
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AGENDA

• Case Studies
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CASE STUDY 1
CAPITAL GAINS AND DUTY
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CASE STUDY 1
CAPITAL GAINS AND DUTY

• On 1 November 2000, Mr A acquired an immovable property at a cost of €150,000.

• The property was not his primary residence.

• On the 1 February 2010, Mr A donated the property to his son, Mr B.

• Neither Mr A nor Mr B resided in the property at the time of the transfer.

• The market value of the property at the date of donation was €300,000.

• On 1 March 2023, Mr B sold the property to a third party for a consideration of €650,000, 
which was equivalent to the market value of the property at that date.

• The buyer was not purchasing the property in order to establish his sole residence.

• Determine the applicable Malta income tax and duty considerations arising on the property 
transfer that took place on 1 March 2023.

© Malta Institute of Taxation 2023 5

CASE STUDY 1
CAPITAL GAINS AND DUTY

• Capital Gains:

• Final tax is calculated at the higher of the consideration or market value.

• In this case, the two are equivalent (€650,000).

• The rate of tax is 12% on the difference between the transfer value and the acquisition value:

• (€650,000 - €300,000) x 12% = €42,000

© Malta Institute of Taxation 2023 6

Article 5A(5)(b) ITA:
When a transfer to which article 5A ITA applies is a transfer of property –
(i) That was acquired by the transferor in terms of a transfer causa mortis that happened 

after the 24 November 1992; or
(ii) That was acquired by the transferor in terms of a donation made more than 5 years 

before the date of the transfer in question,
The tax thereon shall be chargeable at 12% of the excess, if any, of the transfer value over its 
acquisition value.
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CASE STUDY 1
CAPITAL GAINS AND DUTY

• Duty:

• Duty would be charged at the rate of €5 for every €100 on the higher of the market value and 
the consideration:

• €650,000 x 5% = €32,500

© Malta Institute of Taxation 2023 7

Article 32(1) DDTA:
There shall be charged on every document and on every judgement, decree or order of any 
court or other lawful authority, whereby any immovable or any real right over an immovable 
is transferred to any person, and on every declaration of transfers causa mortis in respect of 
persons from whom the transfer causa mortis originates who died on or after the 23 
November 1999, a duty of €5 for every €100 or part thereof of the amount or value of the 
consideration for the transfer of such thing or of the value of such thing, whichever is the 
higher.

CASE STUDY 2
CAPITAL GAINS AND DUTY
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CASE STUDY 2
CAPITAL GAINS AND DUTY

• On 1 April 1985, Ms X inherited an immovable property, which had a market value of €50,000 
as at that date.

• On 31 March 2023, Ms X sold the property to a third party for a consideration of €450,000.

• The market value of the property on the date of the transfer was €475,000.

• The buyer was purchasing this property as their first immovable property in order to establish 
his sole, ordinary residence thereon.

• Determine the applicable Malta income tax and duty considerations arising on the property 
transfer that took place on 31 March 2023.

© Malta Institute of Taxation 2023 9

CASE STUDY 2
CAPITAL GAINS AND DUTY

• Capital Gains:

• Final tax is calculated at the higher of the consideration or market value.

• In this case, the market value is higher (€475,000).

• The rate of tax is 7% of the transfer value:

• €475,000 x 7% = €33,250

© Malta Institute of Taxation 2023 10

Article 5A(5)(c) ITA:
When a transfer to which this article applies is a transfer of property that was acquired by the 
transferor in terms of a transfer causa mortis and –
(i) The said acquisition causa mortis happened before the 25 November 1992; or
(ii) The said acquisition causa mortis happened on or after the 25 November 1992, and the 

property is transferred by means of a judicial sale by auction,
The tax thereon shall be chargeable at the rate of 7% of the transfer value.
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CASE STUDY 2
CAPITAL GAINS AND DUTY

• Duty:

• No duty is chargeable on the first €200,000 since the buyer is purchasing his first property in 
order to establish his sole, ordinary residence.

• Duty would be charged at the rate of €5 for every €100 on the remaining transfer value:

• (€475,000 - €200,000) x 5% = €275,000 x 5% = €13,750

© Malta Institute of Taxation 2023 11

Rule 3 S.L. 364.12:
In respect of transfers of property made on or after the 20 October 2020 but before the 1 
January 2024, which qualify for relief of duty under article 32(4)(a) DDTA, no duty shall be 
chargeable on the first €200,000 of the aggregate value of the consideration paid for the 
acquisition of such property by a person, provided that this is the first immovable property 
acquired inter vivos by such person and provided that the notary who receives any deed of 
such a transfer shall record in the deed a written declaration by the person so acquiring that 
this is the first immovable property acquired inter vivos by him and the notary shall warn the 
said person of the importance of the truthfulness of such declaration.

CASE STUDY 3
CAPITAL GAINS AND DUTY
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CASE STUDY 3
CAPITAL GAINS AND DUTY

• Mr Z acquired an immovable property on 1 January 2023 from an unrelated party, Mr A, for a 
consideration of €300,000.

• The property had a market value of €350,000 on that date.

• Mr A had inherited the property in 2010 when the property had a market value of €175,000.

• Neither Mr A nor Mr Z have established the property as their sole, ordinary residence.

• Determine the applicable Malta income tax and duty considerations arising on the property 
transfer that took place on 1 January 2023.

© Malta Institute of Taxation 2023 13

CASE STUDY 3
CAPITAL GAINS AND DUTY

• Capital Gains:

• Final tax is calculated at the higher of the consideration or market value.

• In this case, the market value is higher (€350,000).

• The rate of tax is 12% on the difference between the transfer value and the acquisition value:

• (€350,000 - €175,000) x 12% = €21,000

© Malta Institute of Taxation 2023 14

Article 5A(5)(b) ITA:
When a transfer to which article 5A ITA applies is a transfer of property –
(i) That was acquired by the transferor in terms of a transfer causa mortis that happened 

after the 24 November 1992; or
(ii) That was acquired by the transferor in terms of a donation made more than 5 years 

before the date of the transfer in question,
The tax thereon shall be chargeable at 12% of the excess, if any, of the transfer value over its 
acquisition value.
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CASE STUDY 3
CAPITAL GAINS AND DUTY

• Duty:

• Duty would be charged at the rate of €5 for every €100 on the higher of the market value and 
the consideration:

• €350,000 x 5% = €17,500

© Malta Institute of Taxation 2023 15

Article 32(1) DDTA:
There shall be charged on every document and on every judgement, decree or order of any 
court or other lawful authority, whereby any immovable or any real right over an immovable 
is transferred to any person, and on every declaration of transfers causa mortis in respect of 
persons from whom the transfer causa mortis originates who died on or after the 23 
November 1999, a duty of €5 for every €100 or part thereof of the amount or value of the 
consideration for the transfer of such thing or of the value of such thing, whichever is the 
higher.

CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY

• Alpha Limited is a Malta registered company with 200,000 issued shares having a nominal 
value of €1 each.

• The company holds immovable property for the generation of rental income and capital 
accretion. The investment property was acquired at a cost of €300,000 in 2015.

• Alpha Limited took out a bank loan to finance the acquisition of the investment property. As 
at 31 December 2022, the remaining balance of such bank loan amounted to €90,000.

• The company also holds 30% of the issued share capital of Beta Limited, which had originally 
been acquired from a third party.

• Mr X holds 75% of the issued share capital of Alpha Limited, which shares were acquired in 
2013 at nominal value.

© Malta Institute of Taxation 2023 17

CASE STUDY 4
CAPITAL GAINS AND DUTY

• On 31 March 2023, the immovable property of Alpha Limited 
had a market value of €550,000.

• On this date, Mr X shall be transferring his entire holding in 
Alpha Limited to a third party, for a consideration of 
€700,000.

• Both Alpha Limited and Beta Limited have not distributed any 
dividends since their incorporation.

• Prepare the relevant workings and appropriate Malta income 
tax and duty schedules for this transaction by reference to 
the financial information available on the following slides.

© Malta Institute of Taxation 2023 18

Mr X

Alpha Limited

Beta Limited

30%

75%
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CASE STUDY 4
CAPITAL GAINS AND DUTY

• Profit before tax of each company for the past 5 years:

© Malta Institute of Taxation 2023 19

Beta LimitedAlpha Limited

€€

21,00028,0002018

25,00036,0002019

34,00054,0002020

51,00071,0002021

63,00082,0002022

CASE STUDY 4
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 20

Beta LimitedAlpha LimitedBalance sheet extracts as at 31 December 2022

€€

Non-Current Assets

75,00070,000Property, plant and equipment

-300,000Investment property

-30,000Investment in Beta Limited

Current Assets

164,000265,000Trade receivables

120,000137,000Cash

359,000802,000Total Assets

Liabilities

29,000212,000Trade payables

-90,000Bank loans

29,000302,000Total Liabilities

Equity

100,000200,000Share capital

230,000300,000Retained earnings

330,000500,000Total Equity
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CASE STUDY 4
CAPITAL GAINS AND DUTY

• Capital Gains:

• Mr X holds 75% of the issued share capital of Alpha Limited.

• Therefore, this is a transfer of a controlling interest.

• Where there is a transfer of a controlling interest, the transfer value is the higher of the 
market value of the shares transferred and the consideration received.

• Schedule C must be submitted along with 7% provisional tax:

• €713,010 x 7% = €49,910.70

© Malta Institute of Taxation 2023 21

CASE STUDY 4
CAPITAL GAINS AND DUTY

• The market value of the company is calculated by reference to the financial statements as at 
the end of the financial year preceding that in which the transfer is made – in this case, 31 
December 2022.

• No immovable property / shares were transferred by the company from 31 December 2022 
up to the date of the share transfer.

© Malta Institute of Taxation 2023 22

€Market value of Beta Limited

330,000Net asset value as at 31 December 2022

77,600
Goodwill

(€21,000 + €25,000 + €34,000 + €51,000 + €63,000) / 5 x 2

407,600Market value of Beta Limited

122,280Market value of Beta Limited attributable to Alpha Limited (30%)
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CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 27

Although the legislation has been updated to reflect the amended formula for calculating the market value 
percentage being transferred, such amended formula has not yet been reflected in the Capital Gains Schedule C 

available to download from the CfR’s website. The below extract from the appendix to the Capital Gains Rules 
(S.L. 123.27) reflects the updated Schedule C applying the amended formula.

CASE STUDY 4
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 28
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CASE STUDY 4
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 29

CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY

• Duty:

• The market value of Alpha Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes, with one difference as per below.

• Disallowed liabilities:

© Malta Institute of Taxation 2023 31

Non-PropertyProperty

€€

502,000300,000Assets

(212,000)(90,000)Liabilities

290,000210,000

CASE STUDY 4
CAPITAL GAINS AND DUTY

• The rate of duty applicable in this case is €5 on every €100 or part thereof:

• €550,000 / €650,000 x 100 = 84.62%

© Malta Institute of Taxation 2023 32

€Non-current assets of Alpha Limited

70,000Property, plant and equipment

550,000Investment property

30,000Investment in Beta Limited

650,000
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CASE STUDY 4
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 33

CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY
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CASE STUDY 4
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 37

CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 38
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CASE STUDY 5
CAPITAL GAINS AND DUTY

• Mr A and Ms B each own 50% of XYZ Limited, which holdings were acquired at nominal value 
in 2010 upon incorporation of the company.

• The company’s issued share capital consists of 100,000 ordinary shares with a nominal value 
of €0.50 each.

• The company holds immovable property for the generation of rental income and capital 
accretion. The investment property was acquired at a cost of €130,000 in 2011 and had a 
market value of €350,000 on 31 March 2023.

• The company also holds 25% of the issued share capital of ABC Limited.

• Neither XYZ Limited nor ABC Limited have distributed any dividends since their incorporation.

• All bank loans held by XYZ Limited relate to the company’s trading activities.

© Malta Institute of Taxation 2023 39

CASE STUDY 5
CAPITAL GAINS AND DUTY

• On the 1 April 2023, XYZ Limited allotted 100,000 ordinary shares to Mr A for a nominal value 
of €0.50 each.

• Prepare the relevant workings and appropriate Malta income tax and duty schedules for this 
transaction, by reference to the financial information available on the following slides.

© Malta Institute of Taxation 2023 40
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CASE STUDY 5
CAPITAL GAINS AND DUTY

Before allotment: After allotment:

© Malta Institute of Taxation 2023 41

Mr A

XYZ Limited

50%

ABC Limited

25%

Ms B

50%

Mr A

XYZ Limited

25%

ABC Limited

25%

Ms B

75%

CASE STUDY 5
CAPITAL GAINS AND DUTY

• Profit before tax of each company for the past 5 years:

© Malta Institute of Taxation 2023 42

ABC LimitedXYZ Limited

€€

5,00030,0002018

16,00021,0002019

21,00032,0002020

18,00041,0002021

32,00033,0002022
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CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 43

ABC LimitedXYZ LimitedXYZ LimitedBalance sheet extracts

31 December 20221 April 202331 March 2023

€€€

Non-Current Assets

143,00040,00040,000Property, plant and equipment

-130,000130,000Investment property

-25,00025,000Investment in ABC Limited

Current Assets

48,00075,00075,000Trade receivables

63,00077,00027,000Cash

254,000347,000297,000Total Assets

Liabilities

44,0005,0005,000Trade payables

-67,00067,000Bank loans

44,00072,00072,000Total Liabilities

Equity

100,000100,00050,000Share capital

110,000175,000175,000Retained earnings

210,000275,000225,000Total Equity

CASE STUDY 5
CAPITAL GAINS AND DUTY

• Capital Gains:

• In this situation, the value shifting provisions find application.

• The value transferred / acquired is calculated using the following formula:

• Y = (A – B) + C – D

• Schedule F must be submitted along with 7% provisional tax.

© Malta Institute of Taxation 2023 44
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CASE STUDY 5
CAPITAL GAINS AND DUTY

• The market value of XYZ Limited is calculated by reference to the financial statements right 
before the value shift (i.e. 31 March 2023) and right after the value shift (i.e. 1 April 2023).

• The market value of ABC Limited is calculated by reference to the financial statements as at 
the end of the financial year preceding that in which the transfer is made – in this case, 31 
December 2022.

• No immovable property / shares were transferred by ABC Limited from 31 December 2022 
up to date of the value shift.

© Malta Institute of Taxation 2023 45

€Market value of ABC Limited

210,000Net asset value as at 31 December 2022

36,800
Goodwill

(€5,000 + €16,000 + €21,000 + €18,000 + €32,000) / 5 x 2

246,800Market value of ABC Limited

61,700Market value of ABC Limited attributable to XYZ Limited (25%)

CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 46
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CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY

• Duty:

• The market value of XYZ Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• Disallowed liabilities:

© Malta Institute of Taxation 2023 51

AfterBefore

Non-PropertyPropertyNon-PropertyProperty

€€€€

217,000130,000167,000130,000Assets

(72,000)-(72,000)-Liabilities

145,000130,00095,000130,000

CASE STUDY 5
CAPITAL GAINS AND DUTY

• The rate of duty applicable in this case is €5 on every €100 or part thereof.

• €350,000 / €415,000 x 100 = 84.34%

© Malta Institute of Taxation 2023 52

€Non-current assets of XYZ Limited

40,000Property, plant and equipment

350,000Investment property

25,000Investment in ABC Limited

415,000
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CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 53

CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 57

CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 59

CASE STUDY 5
CAPITAL GAINS AND DUTY
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CASE STUDY 5
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 61

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 62
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CASE STUDY 6
CAPITAL GAINS AND DUTY

• ABC Limited is a Maltese registered company, with 100,000 shares in issue, having a nominal 
value of €1 each.

• The company holds immovable property for the generation of rental income and capital 
accretion. The investment property was acquired at a cost of €200,000 in 2013. On the 31 
January 2023, the immovable property had a market value of €250,000, which market value 
is expected to have increased to €270,000 by the end of May 2023.

• ABC Limited took out a bank loan to finance the acquisition of the investment property, of 
which €40,000 is still owing as at 31 December 2022.

• The company also holds 40% of the issued share capital of XYZ Limited. ABC Limited and 
XYZ Limited have not distributed any dividends since their incorporation.

© Malta Institute of Taxation 2023 63

CASE STUDY 6
CAPITAL GAINS AND DUTY

• Ms A holds 10% of the issued share capital of ABC Limited, which she had acquired at 
nominal value in 2010. Ms B, the sister of Ms A, holds 20% of the issued share capital of ABC 
Limited, which she had also acquired at nominal value in 2010.

• Part (i): On the 31 January 2023, Ms A transferred her holding in ABC Limited to a third party 
for a consideration of €40,000.

• Part (ii): On the 31 May 2023, Ms B shall also be transferring her 20% holding in ABC Limited 
to the same third party, for a consideration of €90,000.

• Analyse any Malta income tax and duty requirements in connection with parts (i) and (ii) and, 
if applicable, prepare the relevant workings and appropriate tax and duty schedules for the 
transactions, by reference to the financial information on the following slides.

© Malta Institute of Taxation 2023 64
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CASE STUDY 6
CAPITAL GAINS AND DUTY

• The profit before tax of each company for the past 5 years is 
as follows:

© Malta Institute of Taxation 2023 65

XYZ LimitedABC Limited

€€

40,0006,0002018

22,0003,0002019

92,0005,0002020

46,0008,0002021

74,00010,0002022

Ms A

ABC Limited

20%

XYZ Limited

40%

Ms B

10%

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 66

XYZ LimitedABC LimitedBalance sheet extracts as at 31 December 2022

€€

Non-Current Assets

290,000150,000Property, plant and equipment

-200,000Investment property

-75,000Investment in XYZ Limited

Current Assets

101,00066,000Trade receivables

77,00094,000Cash

468,000585,000Total Assets

Liabilities

45,000395,000Trade payables

-40,000Bank loans

45,000435,000Total Liabilities

Equity

187,500100,000Share capital

235,50050,000Retained earnings

423,000150,000Total Equity
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CASE STUDY 6
CAPITAL GAINS AND DUTY

• Part (i) – Capital Gains:

• Ms A holds 10% of the issued share capital of ABC Limited.

• Therefore, this is a transfer of a non-controlling interest.

• Therefore, the transfer value is the consideration received, i.e. €40,000.

• Schedule D must be submitted along with 7% provisional tax:

• €40,000 x 7% = €2,800

© Malta Institute of Taxation 2023 67

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 68
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CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 69

CASE STUDY 6
CAPITAL GAINS AND DUTY

• Part (i) – Duty:

• The market value of ABC Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• Disallowed liabilities:

© Malta Institute of Taxation 2023 70

Non-PropertyProperty

€€

385,000200,000Assets

(395,000)(40,000)Liabilities

(10,000)160,000
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CASE STUDY 6
CAPITAL GAINS AND DUTY

• The market value of the company is calculated by reference to the financial statements as at 
the end of the financial year preceding that in which the transfer is made – in this case, 31 
December 2022.

• No immovable property / shares were transferred by the company from 31 December 2022 
up to date of share transfer.

© Malta Institute of Taxation 2023 71

€Market value of XYZ Limited

423,000Net asset value as at 31 December 2022

109,600
Goodwill

(€40,000 + €22,000 + €92,000 + €46,000 + €74,000) / 5 x 2

532,600Market value of XYZ Limited

213,040Market value of XYZ Limited attributable to ABC Limited (40%)

CASE STUDY 6
CAPITAL GAINS AND DUTY

• The rate of duty applicable in this case is €2 on every €100 or part thereof.

• €250,000 / €475,000 x 100 = 52.63%

© Malta Institute of Taxation 2023 72

€Non-current assets of ABC Limited

150,000Property, plant and equipment

250,000Investment property

75,000Investment in XYZ Limited

475,000
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CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 73

CASE STUDY 6
CAPITAL GAINS AND DUTY
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CASE STUDY 6
CAPITAL GAINS AND DUTY
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CASE STUDY 6
CAPITAL GAINS AND DUTY
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CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 77

CASE STUDY 6
CAPITAL GAINS AND DUTY

• Part (ii) – Capital Gains:

• Ms B holds 20% of the issued share capital of ABC Limited. Therefore, this is prima facie a 
transfer of a non-controlling interest.

• However, Ms A (a related person of Ms B) transferred her holding of 10% within a period of 18 
months from the transfer of Ms B. Together, Ms A and Ms B held 30% of the issued share 
capital of ABC Limited. Therefore, the transfer by Ms B is a transfer of a controlling interest in 
terms of the global transfer rules.

• Where there is a transfer of a controlling interest, the transfer value is the higher of the 
market value of the shares transferred and the consideration received.

• Schedule C must be submitted along with 7% provisional tax:

• €90,000 x 7% = €6,300
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Although the legislation has been updated to reflect the amended formula for calculating the market value 
percentage being transferred, such amended formula has not yet been reflected in the Capital Gains Schedule C 

available to download from the CfR’s website. The below extract from the appendix to the Capital Gains Rules 
(S.L. 123.27) reflects the updated Schedule C applying the amended formula.

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 84

83

84



13/04/2023

43

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 85

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 86

85

86



13/04/2023

44

CASE STUDY 6
CAPITAL GAINS AND DUTY

• Part (ii) – Duty:

• The market value of ABC Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• The rate of duty applicable in this case is €2 on every €100 or part thereof:

• €270,000 / €495,000 x 100 = 54.55%
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€Non-current assets of ABC Limited

150,000Property, plant and equipment

270,000Investment property

75,000Investment in XYZ Limited

495,000

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 88

87

88



13/04/2023

45

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 89

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 90

89

90



13/04/2023

46

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 91

CASE STUDY 6
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 92

91

92



13/04/2023

47

CASE STUDY 7
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 93

CASE STUDY 7
CAPITAL GAINS AND DUTY

• OneTwoThree Limited (the ‘Company’) is a 
Maltese registered company incorporated 
in 2015 by Mr Alpha and Ms Beta, a 
brother and sister who each hold 50% of 
the issued share capital of the Company.

• The Company has an issued share capital 
of 100,000 shares having a nominal value 
of €1 each.

• All shares within the group have a nominal 
value of €1.
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Mr Alpha

OneTwoThree
Limited

50%

Two Limited

Ms Beta

50%

Three LimitedOne Limited

93

94



13/04/2023

48

CASE STUDY 7
CAPITAL GAINS AND DUTY

• The Company holds shares in 3 Malta registered companies:
• In 2018, the Company incorporated One Limited and has always owned 100% of the subsidiary’s issued share 

capital. One Limited provides marketing, administrative and other services to the group entities. For the 
purposes of its activities, One Limited owns immovable property situated in Malta, which it acquired on 31 
October 2018.

• In 2015, the Company incorporated Two Limited and has always owned 100% of the subsidiary’s issued share 
capital. Two Limited is involved in the wholesale and retail of various household goods. Two Limited owns a 
number of immovable properties situated in Malta, which properties were acquired throughout 2015.

• On 31 March 2018, the Company acquired 100% of the issued share capital of Three Limited, a company which 
holds shares in various local and foreign investments. Three Limited does not have any holdings exceeding 10% 
of the nominal value of the issued share capital of the companies it invests in. Three Limited also owns 
immovable property situated in Malta which was acquired in February 2019.
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• The nominal value, voting rights and rights to profits upon a dividend distribution for each 
share held in the group companies are equivalent to the percentage holding of issued share 
capital in each company.

• On 31 December 2019, the Company also acquired shares in 567 Plc, a company listed on 
the Malta Stock Exchange, for a total cost of €50,000, which cost represents the market value 
of the shares as at that date. This investment represent a capital asset for the Company.

• The Company holds less than 10% of the issued share capital of 567 Plc. 567 Plc provides 
consultancy services to various local customers, both corporate and individual. 567 Plc does 
not own any immovable property situated in Malta.
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• During 2022, the following transactions took place within the group:
1) On 31 January 2022, the Company transferred 100% of the issued share capital of Three Limited to One 

Limited. The consideration for the transfer amounted to €167,000.
2) On 1 March 2022, the Company disposed of its shares in 567 Plc, which had a market value of €70,000 as at 

that date. The consideration received amounted to €75,000.
3) On 30 June 2022, the Company transferred 100% of the issued share capital of Two Limited to Star Limited, a 

third party. The consideration received by the Company amounted to €400,000.
4) On 1 June 2022, One Limited signed a promise of sale in order to transfer its immovable property to a third 

party for a consideration of €275,000. The final contract was signed on 15 September 2022, on which date the 
immovable property had a market value of €280,000.

5) On 1 September 2022, Ms Beta transferred her entire holding in the Company to Ms Pi, a third party, for a total 
consideration of €400,000.
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• Explain the Malta income tax and duty considerations in respect of each of the above 5 
transactions by reference to the financial information on the following slides, and prepare the 
relevant workings / calculations and appropriate Malta income tax and duty schedules, where 
necessary.

• It is relevant to note that:
• The financial assets are recorded in the balance sheets of the group companies at cost.
• All bank loans held by the group entities relate to the respective companies trading activities.
• None of the companies have distributed any dividends since their incorporation.
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• The profit / (loss) before tax of each company for the past 5 years is as follows:
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Three Limited
€

Two Limited
€

One Limited
€

OneTwoThree
Limited

€

33,0002,000-(105,000)2017

45,00054,000(2,000)20,0002018

65,00073,0006,000177,0002019

72,00066,00070,00080,0002020

(20,000)109,00089,000120,0002021
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• The market value of the investment property held by each company is as follows:
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Three Limited
€

Two Limited
€

One Limited
€

200,000310,000250,00031 December 2021

210,000400,000275,00030 June 2022

215,000360,000275,0001 September 2022
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Three Limited
€

Two Limited
€

One Limited
€

OneTwoThree
Limited

€

Balance sheets as at 31 
December 2021

Non-Current Assets

30,00057,00080,000-Property, plant and equipment

130,000240,000200,000-Investment property

Financial assets:

---60,000One Ltd

---75,000Two Ltd

---200,000Three Ltd

---50,000567 Plc

300,000---Other investments

460,000297,000280,000385,000

Current Assets

22,00067,00020,00015,000Trade receivables

24,0009,00046,000123,000Cash

506,000373,000346,000523,000Total Assets

Liabilities

186,00070,00026,000220,600Trade payables

134,000124,000210,000116,000Bank loans

320,000194,000236,000336,600Total Liabilities

Equity

200,00075,00060,000100,000Share capital

(14,000)104,00050,00086,400Retained earnings

186,000179,000110,000186,400Total Equity
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Three Limited
€

Two Limited
€

One Limited
€

OneTwoThree
Limited

€

Balance sheets as at 1 
September 2022

Non-Current Assets

30,00057,00080,000-Property, plant and equipment

130,000240,000200,000-Investment property

Financial assets:

---60,000One Ltd

----Two Ltd

--200,000-Three Ltd

----567 Plc

300,000---Other investments

460,000297,000480,00060,000

Current Assets

22,00067,00020,000125,000Trade receivables

24,00059,000146,000185,000Cash

506,000423,000646,000370,000Total Assets

Liabilities

198,00010,000229,5003,600Trade payables

134,000124,000210,000116,000Bank loans

332,000134,000439,500119,600Total Liabilities

Equity

200,00075,00060,000100,000Share capital

(26,000)214,000146,500150,400Retained earnings

174,000289,000206,500250,400Total Equity
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• Transaction 1:
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Mr Alpha

OneTwoThree
Limited

50%

Two Limited

Ms Beta

50%

Three Limited

One Limited
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• Capital Gains:

• One Limited is a fully-owned subsidiary of the Company and both companies are resident in 
Malta.

• Therefore, they qualify as a group of companies in terms of article 16 of the ITA.

• As a result, upon a transfer of an asset (Three Limited), prima facie, it should be deemed that 
no loss or gain has arisen.

• However, as a result of Three Limited owning immovable property situated in Malta (i.e. it is a 
“property company” as defined in the ITA), additional criteria must be satisfied in order for the 
intra-group exemption to find application.
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• The Company and One Limited are deemed to be held substantially by the same 
shareholders and, as a result, the intra-group exemption finds application in relation to this 
transfer.

• The transfer of shares in Three Limited initiates a 6-year de-grouping period.
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One Limited
€

OneTwoThree
Limited

€

50%50%Mr Alpha

50%50%Ms Beta
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• Duty:

• The Company and One Limited satisfy the criteria to be considered a group of companies for 
Malta duty purposes.

• Additionally, the companies are substantially beneficially owned by the same individuals.

• As a result, the transfer does not give rise to any Malta duty liability on the basis that the 
transfer is part of a re-organisation within a group of companies.
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• Transaction 2 – Capital Gains:

• Given that the Company held the shares as a capital asset and the shares transferred are 
listed on an approved stock exchange, no Malta income tax liability should arise.
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Article 5(6)(b) ITA:
The provisions of article 5(1)(a)(ii) ITA shall not apply to gains or profits relating to:
(b) Transfer of shares listed, or in consequence of a listing, on a stock exchange 
recognised by the Commissioner for the purpose of this provision not being 
securities in a collective investment scheme
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• Duty:

• Given that the shares transferred are listed on an approved stock exchange, no duty liability 
should arise.
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Article 50 Financial Markets Act, chapter 345 of the laws of Malta:
No duty shall be payable in respect of any transfer of any financial instruments of a 
quoted company, or the transfer of any financial instruments of the Government or 
any body corporate established by law, where such transfer is made either on a 
regulated market or outside the regulated market on which they are listed in terms 
of article 45 or on a regulated multilateral system or an equivalent regulated market 
or multilateral system in a non-Member State or non-EEA State.
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• Transaction 3:
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Mr Alpha

OneTwoThree
Limited

50%

Two Limited

Ms Beta

50%

Three Limited

One Limited

Star Limited
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• Capital Gains:

• The Company holds 100% of the issued share capital of Two Limited. Therefore, this is a 
transfer of a controlling interest. Where there is a transfer of a controlling interest, the 
transfer value is the higher of the market value of the shares transferred and the 
consideration received.

• Schedule C must be submitted along with 7% provisional tax: €460,600 x 7% = €32,242

• The market value of the company is calculated by reference to the financial statements as at 
the end of the financial year preceding that in which the transfer is made – in this case, 31 
December 2021. No immovable property / shares were transferred by the company from 31 
December 2021 up to the date of the share transfer.
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Although the legislation has been updated to reflect the amended formula for calculating the market value 
percentage being transferred, such amended formula has not yet been reflected in the Capital Gains Schedule C 

available to download from the CfR’s website. The below extract from the appendix to the Capital Gains Rules 
(S.L. 123.27) reflects the updated Schedule C applying the amended formula.
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• Duty:

• The market value of Two Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• Disallowed liabilities:
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Non-PropertyProperty

€€

133,000240,000Assets

(194,000)-Liabilities

(61,000)240,000
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• The rate of duty applicable in this case is €5 on every €100 or part thereof:

• €400,000 / €457,000 x 100 = 87.53%
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€Non-current assets of Two Limited

57,000Property, plant and equipment

400,000Investment property

457,000
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• Transaction 4 – Capital Gains:

• Final tax is calculated at the higher of the consideration or market value.

• In this case, the market value is higher (€280,000).

• The rate of tax is 5%:

• €280,000 x 5% = €14,000
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Article 5A(5)(e) ITA:
When a transfer to which this article applies, made on or after the 1 January 2015, is a 
transfer of property not forming part of a project that is made not later than 5 years after 
the date of the acquisition thereof, the tax thereon shall be chargeable at the rate of 5% of 
the transfer value.
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• Duty:

• Duty would be charged at the rate of €5 for every €100 on the higher of the market value and 
the consideration:

• €280,000 x 5% = €14,000
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Article 32(1) DDTA:
There shall be charged on every document and on every judgement, decree or order of any 
court or other lawful authority, whereby any immovable or any real right over an immovable 
is transferred to any person, and on every declaration of transfers causa mortis in respect of 
persons from whom the transfer causa mortis originates who died on or after the 23 
November 1999, a duty of €5 for every €100 or part thereof of the amount or value of the 
consideration for the transfer of such thing or of the value of such thing, whichever is the 
higher.
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• Transaction 5:
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Mr Alpha

OneTwoThree
Limited

50%

Ms Pi

50%

Three Limited

One Limited

Ms Beta
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• Capital Gains:

• Ms Beta holds 50% of the issued share capital of OneTwoThree Limited.

• Therefore, this is a transfer of a controlling interest.

• Where there is a transfer of a controlling interest, the transfer value is the higher of the 
market value of the shares transferred and the consideration received.

• Schedule C must be submitted along with 7% provisional tax:

• €409,600 x 7% = €28,672
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• Since the Company transferred its shares in Three Limited to One Limited (Transaction 1), 
disposed of its shares in 567 Plc (Transaction 2) and disposed of its shares in Two Limited 
(Transaction 3), financial statements as at the date of the share transfer are required in order 
to calculate the market value.

• Since One Limited disposed of immovable property (Transaction 4), financial statements as 
at the date of the share transfer are required in order to calculate the market value.

• Three Limited did not dispose of any immovable property / shares from 31 December 2021 
up to the date of the share transfer. Therefore, the financial statements as at 31 December 
2021 are required in order to calculate the market value.
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€Market value of Three Limited

186,000Net asset value as at 31 December 2021

(130,000)Immovable property – book value

215,000Immovable property – market value

78,000Goodwill
(€33,000 + €45,000 + €65,000 + €72,000 + (€20,000)) / 5 x 2

349,000Market value of Three Limited

349,000Market value of Three Limited attributable to One Limited (100%)
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€Market value of One Limited

206,500Net asset value as at 1 September 2022

(200,000)Immovable property – book value

275,000Immovable property – market value

(200,000)Investment in Three Limited – book value

349,000Investment in Three Limited – market value

81,500
Goodwill

((€2,000) + €6,000 + €70,000 + €89,000) / 4 x 2

512,000Market value of One Limited

512,000Market value of One Limited attributable to the Company (100%)
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Although the legislation has been updated to reflect the amended formula for calculating the market value 
percentage being transferred, such amended formula has not yet been reflected in the Capital Gains Schedule C 

available to download from the CfR’s website. The below extract from the appendix to the Capital Gains Rules 
(S.L. 123.27) reflects the updated Schedule C applying the amended formula.
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• Duty:

• The market value of the Company is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• Disallowed liabilities
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Non-PropertyProperty

€€

370,000-Assets

(119,600)-Liabilities

250,400-
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• The rate of duty applicable in this case is €2 on every €100 or part thereof:

• €0 / €60,000 x 100 = 0%
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€Non-current assets of the Company

60,000Investment in One Limited

60,000
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• One Limited does not constitute a property asset of the Company:

• €275,000 / €555,000 x 100 = 49.55%
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€Non-current assets of One Limited

80,000Property, plant and equipment

275,000Investment property

200,000Investment in Three Limited

555,000
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• Three Limited does not constitute a property asset of One Limited:

• €215,000 / €545,000 x 100 = 39.45%
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€Non-current assets of Three Limited

30,000Property, plant and equipment

215,000Investment property

300,000Other investments

545,000
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• De-grouping considerations:

• The transfer of shares by Ms Beta gives rise to a change in the beneficial owners of One 
Limited, subsequent to a transfer of shares in Three Limited which was exempt for Malta 
income tax purposes in terms of the intra-group exemption (Transaction 1).

• Therefore, the Malta income tax due on Transaction 1 (which transaction was previously 
exempt) must now be calculated by reference to the balance sheet of Three Limited as at the 
date of Transaction 1 (31 January 2022).

• No Malta duty considerations arise (upon a change in the original group of companies, there 
is no clawback for Malta duty purposes similar to the de-grouping provisions that apply to 
intra-group exempt capital gains).
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• Black Limited is a company incorporated in Malta on 1 March 2010, with an issued share 
capital of 150,000 shares having a nominal value of €1 each. The shareholding of Black 
Limited has not changed since incorporation.

• Mr White holds 70% of the issued share capital of Black Limited. Mr Grey holds 20% of the 
share capital of Black Limited and Ms Grey, his wife, holds the remaining 10% of the share 
capital of Black Limited. Mr White is not related to Mr Grey and / or Ms Grey.

• All shares in Black Limited rank equally in terms of voting rights and rights to profits. 
However, only Mr White may be appointed as a director or nominate / appoint or withhold the 
nomination / appointment of a director of Black Limited.
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• Black Limited owns 60% of the share capital of Blue Limited, a Maltese limited liability 
company.

• Additionally, Black Limited holds 5% of the share capital of Purple Limited, a Maltese public 
company whose shares are listed on the Malta Stock Exchange. Black Limited’s investment 
in Purple Limited represents an investment of a capital nature.

• Neither Black Limited nor Blue Limited have distributed any dividends since incorporation.
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• Black Limited also owns two immovable properties:
• Property 1 is situated in an urban conservation area and was acquired at a cost of €350,000 in 2014; and
• Property 2 is not situated in an urban conservation area and was acquired at a cost of €400,000 in 2015.

• Black Limited took out a bank loan amounting to €400,000 to finance the acquisition of 
Property 2.

• As at 31 December 2022, Property 1 had a market value of €650,000 and Property 2 had a 
market value of €800,000.

• As at 31 March 2023, Property 1 had a market value of €670,000 and Property 2 had a market 
value of €850,000.
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Mr White

Black Limited

10%

Mr Grey

70%

Blue Limited

Ms Grey
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• Black Limited is considering carrying out the following transactions after 30 April 2023 but 
before 31 December 2023:

1) Transfer of shares in Purple Limited to a third party for a consideration of €50,000.
2) Transfer of Property 1 and Property 2 to Mr B, a third party, for a consideration of €1,500,000 (€700,000 for 

Property 1 and €800,000 for Property 2). As at the date of transfer, Property 1 is expected to have a market 
value of €650,000 and Property 2 is expected to have a market value of €900,000.

• Advise Black Limited on the relevant Malta income tax and duty considerations in relation to 
each of the above transactions.
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3) In 2024, Mr B plans to apply for a permit to convert Property 1 (acquired from Black Limited 
pursuant to Transaction 2) into multiple apartments. Advise Mr B on the relevant Malta 
income tax and duty considerations applicable to this plan.
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4) On 1 January 2023, Ms Grey transferred her holding in Black Limited to a third party for a 
consideration of €140,000.

5) On 1 April 2023, Mr Grey transferred his holding in Black Limited to the same third party for 
a consideration of €240,000.

• Analyse any Malta income tax and duty considerations applicable to the above transfers of 
shares and, if required, prepare the relevant workings and appropriate tax and duty schedules 
by reference to the financial information on the following slides. It is relevant to note that:

• The financial assets are recorded in the balance sheets of each company at cost.
• Unless otherwise stated, all bank loans held by the group entities relate to the respective companies trading 

activities.
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• The profit before tax of each company for the past 5 years is as follows:
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Purple LimitedBlue LimitedBlack Limited

€€€

400,00060,00020,0002018

430,00078,00025,0002019

380,00080,00026,0002020

370,00095,00036,0002021

500,000100,00040,0002022
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Purple LimitedBlue LimitedBlack Limited
Balance sheets as at 31 

December 2022

€€€

Non-Current Assets

2,450,000660,000-Property, plant and equipment

--750,000Investment property

--50,000Investment in Purple Limited

--120,000Investment in Blue Limited

2,450,000660,000920,000

Current Assets

540,000160,00025,000Trade receivables

300,00046,00010,000Cash

3,290,000866,000955,000Total Assets

Liabilities

90,000216,000255,000Trade payables

--400,000Bank loans

90,000216,000655,000Total Liabilities

Equity

1,000,000200,000150,000Share capital

2,200,000450,000150,000Retained earnings

3,200,000650,000300,000Total Equity
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• Transaction 1:
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• Capital Gains:

• Given that the shares transferred are listed on an approved stock exchange, no Malta income 
tax liability should arise.
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Article 5(6)(b) ITA:
The provisions of article 5(1)(a)(ii) ITA shall not apply to gains or profits relating to:
(b) Transfer of shares listed, or in consequence of a listing, on a stock exchange 
recognised by the Commissioner for the purpose of this provision not being 
securities in a collective investment scheme
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• Duty:

• Given that the shares transferred are listed on an approved stock exchange, no duty liability 
should arise.
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Article 50 Financial Markets Act, chapter 345 of the laws of Malta:
No duty shall be payable in respect of any transfer of any financial instruments of a 
quoted company, or the transfer of any financial instruments of the Government or 
any body corporate established by law, where such transfer is made either on a 
regulated market or outside the regulated market on which they are listed in terms 
of article 45 or on a regulated multilateral system or an equivalent regulated market 
or multilateral system in a non-Member State or non-EEA State.
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• Transaction 2:
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• Property 1 – Capital Gains and Duty:

• Transfer value is the higher of consideration (€700,000) and market value (€650,000). In this 
case, the consideration is higher.

• Given that the property is situated in an urban conservation area (and assuming that all other 
relevant criteria are satisfied), no Malta income tax or duty liability should arise upon the 
transfer of Property 1 since the transfer value is less than €750,000.
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Rule 3(1) S.L. 123.203 / S.L. 364.19:
No income tax and no duty on documents and transfers shall be payable on the first 
€750,000 of the transfer value of any transfer to which rule 4 or rule 5 applies that is 
made on or after 12 October 2021 but not later than 31 December 2024
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• Property 2 – Capital Gains:

• Transfer value is the higher of consideration (€800,000) and market value (€900,000). In this 
case, the market value is higher.

• The rate of tax is 8% on the transfer value:

• €900,000 x 8% = €72,000
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Article 5A(5)(a) ITA:
In the case of transfers of property made on or after the 1 January 2015, other than 
property forming part of a project and property situated within a special designated 
area, the tax on a transfer to which article 5A ITA applies shall be chargeable at the 
rate of 8% of the transfer value.
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• Property 2 – Duty:

• Duty would be charged at the rate of €5 for every €100 or part thereof on the higher of the 
market value and the consideration:

• €900,000 x 5% = €45,000
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Article 32(1) DDTA:
There shall be charged on every document and on every judgement, decree or order of any 
court or other lawful authority, whereby any immovable or any real right over an immovable 
is transferred to any person, and on every declaration of transfers causa mortis in respect of 
persons from whom the transfer causa mortis originates who died on or after the 23 
November 1999, a duty of €5 for every €100 or part thereof of the amount or value of the 
consideration for the transfer of such thing or of the value of such thing, whichever is the 
higher.
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• Transaction 3:

• Should Mr B demolish the property / carry out structural alterations on the property, then the 
income tax and duty that were previously relieved upon his acquisition of the property will 
become due (he will be liable for both the income tax and duty).
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Rule 6 S.L. 123.203 / 364.19:
The relief from income tax and from duty on documents and transfers mentioned in rule 3 
shall be subject to the condition that, at any date after the transfer, but not after the date 
when the property is transferred again inter vivos or causa mortis:
(a) The property is not demolished; and
(b) The property is not subjected to structural alterations or additions as a result of which it is 

divided into more transferable units that comprised the property at the time of the 
transfer; and

(c) No permit is issued by the Planning Authority, upon an application made by the owner 
who benefited from the said relief, for the demolition of the property or for works 
described above; and

(d) No transfer is made of any divided part of that property.
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• Capital Gains:

• Transfer value is the higher of consideration (€700,000) and market value (€650,000). In this 
case, the consideration is higher.

• The rate of tax is 8% on the transfer value:

• €700,000 x 8% = €56,000
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Article 5A(5)(a) ITA:
In the case of transfers of property made on or after the 1 January 2015, other than 
property forming part of a project and property situated within a special designated 
area, the tax on a transfer to which article 5A ITA applies shall be chargeable at the 
rate of 8% of the transfer value.
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• Duty:

• Duty would be charged at the rate of €5 for every €100 or part thereof on the higher of the 
market value and the consideration:

• €700,000 x 5% = €35,000
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Article 32(1) DDTA:
There shall be charged on every document and on every judgement, decree or order of any 
court or other lawful authority, whereby any immovable or any real right over an immovable 
is transferred to any person, and on every declaration of transfers causa mortis in respect of 
persons from whom the transfer causa mortis originates who died on or after the 23 
November 1999, a duty of €5 for every €100 or part thereof of the amount or value of the 
consideration for the transfer of such thing or of the value of such thing, whichever is the 
higher.
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• Transaction 4:
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• Capital Gains:

• Ms Grey holds 10% of the issued share capital of Black Limited.

• Therefore, this is a transfer of a non-controlling interest.

• Therefore, the transfer value is the consideration received, i.e. €140,000.

• Schedule D must be submitted along with 7% provisional tax:

• €140,000 x 7% = €9,800
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• Duty:

• The market value of Black Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• Disallowed liabilities:
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Non-PropertyProperty

€€

205,000750,000Assets

(255,000)(400,000)Liabilities

(50,000)350,000
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• The market value of the company is calculated by reference to the financial statements as at 
the end of the financial year preceding that in which the transfer is made – in this case, 31 
December 2022.

• No immovable property / shares were transferred by the company from 31 December 2022 
up to date of share transfer.

• The book value of Black Limited’s investment in Purple Limited is not replaced with the 
market value of such shares since: (i) Purple Limited is listed on an approved stock exchange; 
and (ii) Black Limited’s holding represents less than 10% of the issued share capital of Purple 
Limited.
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€Market value of Blue Limited

650,000Net asset value as at 31 December 2022

165,200Goodwill
(€60,000 + €78,000 + €80,000 + €95,000 + €100,000) / 5 x 2

815,200Market value of Blue Limited

489,120Market value of Blue Limited attributable to Black Limited (60%)
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• The rate of duty applicable in this case is €5 on every €100 or part thereof.

• €1,450,000 / €1,620,000 x 100 = 89.51%
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€Non-current assets of Black Limited

1,450,000Investment property
(€650,000 + €800,000)

120,000Investment in Blue Limited

50,000Investment in Purple Limited

1,620,000
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• Transaction 5:
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• Capital Gains:

• Mr Grey holds 20% of the issued share capital of Black Limited. Therefore, this is prima facie a 
transfer of a non-controlling interest.

• However, Ms Grey (a related person of Mr Grey) transferred her holding of 10% within a 
period of 18 months from the transfer of Mr Grey. Together, Mr Grey and Ms Grey held 30% 
of the issued share capital of Black Limited. Therefore, the transfer by Mr Grey is a transfer of 
a controlling interest in terms of the global transfer rules.

• Where there is a transfer of a controlling interest, the transfer value is the higher of the 
market value of the shares transferred and the consideration received.

• Schedule C must be submitted along with 7% provisional tax:

• €309,376 x 7% = €21,656.32
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Although the legislation has been updated to reflect the amended formula for calculating the market value 
percentage being transferred, such amended formula has not yet been reflected in the Capital Gains Schedule C 

available to download from the CfR’s website. The below extract from the appendix to the Capital Gains Rules 
(S.L. 123.27) reflects the updated Schedule C applying the amended formula.
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• Duty:

• The market value of Black Limited is to be calculated in accordance with the Capital Gains 
Rules for duty purposes.

• The rate of duty applicable in this case is €5 on every €100 or part thereof:

• €1,520,000 / €1,690,000 x 100 = 89.94%
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€Non-current assets of Black Limited

1,520,000Investment property
(€670,000 + €850,000)

120,000Investment in Blue Limited

50,000Investment in Purple Limited

1,690,000

CASE STUDY 8
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 198

197

198



13/04/2023

100

CASE STUDY 8
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 199

CASE STUDY 8
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 200

199

200



13/04/2023

101

CASE STUDY 8
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 201

CASE STUDY 8
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023 202

201

202



13/04/2023

102

© Malta Institute of Taxation 2023 203

203


