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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. M
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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

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, MALTA
The tax thereon shall be chargeable at 12% of the excess, if any, of the transfer value over its E‘ER&’KTE.ON
acquisition value.
Malta Institute of Taxation 2023 6
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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
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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
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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

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 M MALTA
property is transferred by means of a judicial sale by auction, @ T N

The tax thereon shall be chargeable at the rate of 7% of the transfer value.

Malta Institute of Taxation 2023 10
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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
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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.

v MALTA
INSTITUTE
@ OF TAXATION
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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).

« Therate of tax is 12% on the difference between the transfer value and the acquisition value:
- (€350,000 - €175,000) x 12% = €21,000

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, MALTA
The tax thereon shall be chargeable at 12% of the excess, if any, of the transfer value over its E‘EH}(’XTE.ON
acquisition value.
Malta Institute of Taxation 2023 14
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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
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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.
X6) M
@ OF TAXATION
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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 Alpha Limited
€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.

Beta Limited

v MALTA
INSTITUTE
@ OF TAXATION

© Malta Institute of Taxation 2023 18

13/04/2023



CASE STUDY 4
CAPITAL GAINS AND DUTY

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

Alpha Limited Beta Limited
€ €
2018 28,000 21,000
2019 36,000 25,000
2020 54,000 34,000
2021 71,000 51,000
2022 82,000 63,000
© Malta Institute of Taxation 2023
19
CASE STUDY 4
CAPITAL GAINS AND DUTY
Balance sheet extracts as at 31 December 2022 Alpha Limited Beta Limited
€ €
Non-Current Assets
Property, plant and equipment 70,000 75,000
Investment property 300,000
Investment in Beta Limited 30,000
Current Assets
Trade receivables 265,000 164,000
Cash 137,000 120,000
Total Assets 802,000 359,000
Liabilities
Trade payables 212,000 29,000
Bank loans 90,000
Total Liabilities 302,000 29,000
Equity
Share capital 200,000 100,000
Retained earnings 300,000 230,000
Total Equity 500,000 330,000
© Malta Institute of Taxation 2023
20
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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
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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.

Market value of Beta Limited €
Net asset value as at 31 December 2022 330,000
Goodwill 77600
(€21,000 + €25,000 + €34,000 + €£51,000 + €63,000) / 5x 2 ’
Market value of Beta Limited 407,600 WALTA
Market value of Beta Limited attributable to Alpha Limited (30%) 122,280 N/ OFTAXATION
© Malta Institute of Taxation 2023 22
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CASE STUDY 4
CAPITAL GAINS AND DUTY

Schedule C
(Rule 5(10))

Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993

to be submitted by a
controlling interest

Part 1 - Details of Transferor

of shares where there is a transfer of

Name [Mrx

Address 20, Trig il-Bahar, Qawra, Malta
ROC No (companies only) INJA

Income Tax Registration No: 359687M

State the number of shares held by transferor immediately prior to the transfer:

Type Class Votes | Nom Value | Number | Date of
per share | per share acquisition
Ordinary N/A 1 €1 150,000 |1 May 2013

Part 2 - Details of Company in which shares are being transferred

Issued share capital 200,000 ordinary shares with a nominal value of €1 each

© Malta Institute of Taxation 2023

CASE STUDY 4
CAPITAL GAINS AND DUTY

State whether: (Yes or No)

a

The Company holds shares directly or indirectly in other companies.
(if Yes attach details)

The Company or any companies specified in (a) above own
immovable property at the date of the share transfer.
(if Yes attach details)

An increase or reduction in the share capital of the company took place
within eighteen months prior to the date of the share transfer.

(if Yes attach details)

Any shares have been transferred by the transferor or a related party within
eighteen months prior to the date of the share transfer.

(if Yes attach details)

The company came into existence as a result of a restructuring.
(if Yes attach details specifying the date and whether a merger, division, etc)

Such shares are held by a company whose shareholders. directly or indirectly,
are all not resident in Malta,

The transfer is a transfer to which art 5(3)(a) of the act applies.

© Malta Institute of Taxation 2023

Company Name Alpha Limited

Income Tax Registration No 996382649

Company year end 31 December

Date of incorporation 1May 2013

ROC No C 6728

Authorised share capital 200,000 ordinary shares with a nominal value of €1 each

es

Yes

o

o

<
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13/04/2023

V MALTA
INSTITUTE
@ OF TAXATION

23

4

MALTA
INSTITUTE
@ OF TAXATION

24

12



CASE STUDY 4
CAPITAL GAINS AND DUTY

Part 3 - Details of share transfer

a Date of share transfer 31 March 2023

b Number of shares held at date of transfer 150,000 ordinary shares with a nominal value of €1 each
c Number of shares transferred 150,000 ordinary shares with a nominal value of €1 each
d Consideration for shares transferred Cash consideration of €700,000

Give details of the shares transferred:

Type Class Votes Nom Value | Number Date of
pershare | per share isiti
Ordinary N/A 1 €1 150,000 [1 May 2013

© Malta Institute of Taxation 2023

25
Part 4 - Computation of the market value of the shares transferred
The market value of the shares being transferred is to be determined as follows:
t Vi f res tr rred / global transf
[seci:D of the % of the market value of the company as represented by such shares ]
Type Cass Hominst Voting NomVslus | Voting rights
Value rights of shares of shares
transferred transferred
Issued share capital | Ordinary N/A €200,000 | 200,000 [€150,000 | 150,000
Total €200,000 | 200,000 [€150,000] 150,000
(A) B) (©) D)
Percentage of the Market Value of company
(CIA) (D/B)
a State whether there has been a change in the issued share capital of the compan
during the period of eighteen months preceding the transfer.
© Malta Institute of Taxation 2023
26
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CASE STUDY 4
CAPITAL GAINS AND DUTY

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.

Issued
share
capital

Total

Type Class Company total Transferred shares

Nominal Voting Nominal Voting % of rights to

value rights value rights profits
distributable
to ordinary
shareholders

Ordinary N/A €200,000 | 200,000 |€150,000| 150,000 75%

€200,000 | 200,000 |€150,000| 150,000 75%

(A) B) (©) (D) (E)

Percentage of the market value of company

CASE STUDY 4
CAPITAL GAINS AND DUTY

M MALTA
INSTITUTE
xx) | cmara+ ] pBr2+ | Er4 ] @ OF TAXATION

75%  (0.75x0.4)(0.75x0.2) (0.75%0.4)

Malta Institute of Taxation 2023

|Sec Il : Computation of Market value of company;

a Total Net Asset Value of the company: €500,000
b Market Value of shares held in another company representing at least 10% of the

mominal value of the issued share capital of that other company, determined

in accordance with rule 5.

[Company Income Tax no. Market Value

Beta Limited 993458273 €122,280

Deduct book value of shares held in the company €30,000;

(as stated in the financial statements)
G Total market value of immovable property as stated in the €550.000

Architect's Valuation (as per Part 8)

less Total book value of immovable property €300,000)

Adjustment to the value of immovable property: €250,000
d Value of goodwill: (as calculated in Sec IV below) €108,400
e Deduct book value of the shares referred to in Rule 5(5)(d):
t Total adjusted market value of the company: €950 680

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

lszc Il : Market value of shares transferred:

Adjusted market value of the company €950,680
(Sec lle)

% of market value as represented by shares transferred or global transfer
(higher of C/A, D/B or Z in Sec I)

Market value of shares transferred or global transfer €713,010
(aXbh)
Total value taken into account for the purpose of determining the chargeable gain
arising from each of the relevant transactions preceding this transfer NIL
Market value of shares transferred €713.010
(c-d)
Value of the consideration of shares transferred €700,000
(Part 3d)
Value to be taken into account for the purpose of calculating any gain or loss
from the share transfer €713,010
(higher of e or f)
MALTA
INSTITUTE
@ OF TAXATION
© Malta Institute of Taxation 2023 29

CASE STUDY 4
CAPITAL GAINS AND DUTY

Sec IV : Calculation of the amount representing the value of goodwill:

Where company was in existence for the five financial years immediately preceding the
year in which the transfer is made:

Year ended 31 December
Year 1 Year 2 Year 3 Year 4 Year § Total

Profit before tax [€28,000 [ €36.000 [€54,000 [ €71,000 | €82,000 |
€271,000
Value of goodwill: €108.400

Note: Where the transfer is made during the company's first or second financial year the
value of goodwill above shall be zero.

MALTA
INSTITUTE
@ OF TAXATION

© Malta Institute of Taxation 2023 30

13/04/2023

15



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:

Property Non-Property
€ €
Assets 300,000 502,000
Liabilities (90,000) (212,000)
210,000 290,000 bé MALTA
@ OF TAXATION
© Malta Institute of Taxation 2023 31

31
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%
Non-current assets of Alpha Limited €
Property, plant and equipment 70,000
Investment property 550,000
Investment in Beta Limited 30,000
650,000
X0) et
@ OF TAXATION
© Malta Institute of Taxation 2023 32
32
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CASE STUDY 4
CAPITAL GAINS AND DUTY

%_:.gcgévﬁgﬁgm SIXTH SCHEDULE
(Rule 11(3))
| Notice in terms of Rule 11(3) of uty on D 1ts and Transfers Rules, 1993 |

Statement to be submitted by transferee in o transfer of company shares

PART1- DETAILS OF TRANSFEROR AND TRANSFEREE

TRANSFEROR |

Name Address ROCNo ncomeTax
(companiesonly) |

Mr X 20, Trig il-Bahar, Qawra, Malta N/A 359667M

TRANSFEREE

Name Address ROCNo Income Tax
(companiesonly) | No

Third Party 13, Valley Road, Birkirkara, Malta N/A 637278M

CASE STUDY 4
CAPITAL GAINS AND DUTY

See the Office’s Data Protection Policy on cfrgov.mt

© Malta Institute of Taxation 2023

PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED

Company Name

Alpha Limited
Income Tax
Registration No 996382649
Company year end

31 December

Date of incorporation 9 May 2013

ROCNo

C 6728
Authorised " e ”
share caplital 200,000 ordinary shares with a nominal value of €1 each
Issued share capital

200,000 ordinary shares with a nominal value of €1 each

State whether: (Yes or No)

@ The Company holds shares directly or indirectly in other companies.

(if Yes attach details)

Yes

b The Company or any companies specified in (a) above own Yes

immovable property at the date of the share transfer.

(if Yes attach details)

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

PART 3 - DETAILS OF SHARE TRANSFER
@ Dateof share transfer 31 March 2023
150,000 ordinary shares with a
ke Norbanetabaresteniianmed nominal value of €1 each
% Conskleration for shores thonsterred Cash consideration of €700,000
Give detalls of the shares tronsferred:
it tf_la'IP‘ pershare
g
Ordinary N/A 1 €1 150,000 ?
PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED
The real value of the shares being transferred is to be determined as follows:
REAL VALUE OF SHARES TRANSFERRED
Secl: Determination of the % of the real value of the company as represented by such shares |
A 1ge of the it d sh i value of those shores. 75%
Bisthep ing rights in P total
rights ottached to those shares. T N 75%
Cis g istril y
for distril to the holder of those shares. 75%
s g Y=(0.4x A)+(0.2xB)+(0.4xC) 759%
o
© Malta Institute of Taxation 2023
Secll:te —— Jle 5(6) and (7) of the Copl 1983, |
Total Net Asset Value of the company: €500.000
b RealValue of shares held in another company representing
at least 10% of the nominal value of the issued share copital
of that other co . determined in accordance withrule S
of the Capital Gains Rules, 1993:
Company Income Tax no. Real Value
Beta Limited 993458273 €122,280
€122,280
Deduct book value of shares held in the col
( din the financial e (€30,000)
©  Total real value of immovable property as stated in the
Architect's Valuation (as per Part 6) €550.000
et vak ot propenR (€300,000)
to the value of property: €250,000
d  Value of goodwill: (as calculated in Sec IV below) €108,400
e  Deductthe book value of shares referred toin rule S(6)(d) of the
Capital Gains Rules, 1993 NIL
f Add Liabilities in excess of the value of all assets as determined
in accordance with article 42(2)(c) of the Act: NIL
g Total Adjusted real value of the Company €950,680

© Malta Institute of Taxation 2023
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CAPITAL GAINS AND DUTY

Seclil: Real value of shares transferred: |
a usted real volue of the company
¢ lig] €950,680
b of real value as represented by shares transferred
stiscltohmoy 75%

¢ Realvalue of shares transferred

(G Xb) €713,010
d  Amount or value of the consideration for the shares transferred €700.000
e ount chargeable to duty

gher of ¢ and d €713,010

£ Rateofduty

€ 5or €2 bor avery.oned Harsof €5
g Amount of duty due €35 655
Sec|V: Calculation of the Amount Representing the Value of Goodwill: |
@ Wherecompany was in existence for the five financial years immediately preceding the

year in which the transfer is made:

Asanencls 31 December

Profit before tax

‘ Yearl [ Yeara [ Year3 ‘ Year 4 YearS Total

‘ €28,000 €36,000 ‘ €54,000 ‘ €71,000 €82,000 €271,000

‘ Value of goodwill €108.400 MALTA

- INSTITUTE
Hote: Where the tras made during the compony's first or second finonciol year the value of goodwil abow OF TAXATION
© Malta Institute of Taxation 2023 37
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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. | MALIA

' OF TAXATION

© Malta Institute of Taxation 2023 39

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

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

Before allotment:

Mr A Ms B
(]

)

XYZ Limited

ABC Limited

13/04/2023

After allotment:

Mr A Ms B
[

)

XYZ Limited

ABC Limited @é INSTITUTE
@ OF TAXATION

Malta Institute of Taxation 2023 41

41
CAPITAL GAINS AND DUTY
« Profit before tax of each company for the past 5 years:
XYZ Limited ABC Limited
€ €
2018 30,000 5,000
2019 21,000 16,000
2020 32,000 21,000
2021 41,000 18,000
2022 33,000 32,000
M MALTA
INSTITUTE
@ OF TAXATION
Malta Institute of Taxation 2023 42
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CASE STUDY 5
CAPITAL GAINS AND DUTY

Balance sheet extracts XYZ Limited XYZ Limited ABC Limited
31 March 2023 1 April 2023 31 December 2022
€ € €
Non-Current Assets
Property, plant and equipment 40,000 40,000 143,000
Investment property 130,000 130,000
Investment in ABC Limited 25,000 25,000
CurrentAssets
Trade receivables 75,000 75,000 48,000
Cash 27,000 77,000 63,000
Total Assets 297,000 347,000 254,000
Liabilities
Trade payables 5,000 5,000 44,000
Bank loans 67,000 67,000
Total Liabilities 72,000 72,000 44,000
Equity
Share capital 50,000 100,000 100,000 bé méﬁ'f'\UTE
Retained earnings 175,000 175,000 110,000 @ OF TAXATION
Total Equity 225,000 275,000 210,000
© Malta Institute of Taxation 2023 43

43
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.
X0) et
@ OF TAXATION
© 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. T 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.

Market value of ABC Limited €
Net asset value as at 31 December 2022 210,000
Goodwill 36800
(€5,000 +€16,000 +£€21,000 + €18,000 + €32,000) / 5x 2 ’
Market value of ABC Limited 246,800 MALTA
Market value of ABC Limited attributable to XYZ Limited (25%) 61,700 b@ﬁ AL AL,
© Malta Institute of Taxation 2023 45
45
CAPITAL GAINS AND DUTY
Schedule F
(Rule SA(5))
Notice in terms of Rule SA(5) of the Capital Gains Rules, 1993
100,000 100,000 €50,000
Immeaaely aer change:
[ Ordmary | N/A 1 -:).(; 200.000 e«gg‘!!luu v MALTA
bé INSTITUTE
o O T @ OF TAXATION
© Malta Institute of Taxation 2023 46
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Part 3 - Details of Shareholders / shareholdings

Part 4 - Details of Company in which change was affected

Company Name
income Tax Registration No
end
oy year o v MALTA
Roc No 27| INSTITUTE
@ OF TAXATION

Malta Institute of Taxation 2023 47

47
CAPITAL GAINS AND DUTY
‘State whether. (Yes or Noj
a The Company holds shares directly of indirectty in other companies. Cves ]
(if Yes attach details)
b The Company o any companies referred 16 in (a) above own |
f Yes atach deas) e
< pany | E—T—
(if Yes attach details speciying the date and whether a merger, division, etc)
Part 5 - Computation of the value transferred
follows:
[sec1: of the % of the market valus of the vaiue ]
fer change
‘Hame: Tax Ret. Type Percentage Percentage Percentage Percentage
mumber ot ssued attotal o tasued ot ot
share capital voting rights share copital voting rights
MrA 362487M | Ordinary | 50% | 50% | [ 75% [ 75% |
MsB 469385M Qrdinary 50% 50% 25% 25%
M
BX0] W
[ I @ OF TAXATION
[_foo% [ 7100% ] [ 7oo% [ 700% |
Malta Institute of Taxation 2023 48
48
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[secn:c Market value of company; 1
a Total Net Asset Value of e company as resulting from its financial statements £275000 | _€275000
b Market Value of shares heid in another company representing at least 10% of the:
nominal value of the issued share capital of hat other company, determined
in accordance with fule 5.
Cmﬂ Income Tax no. ‘Market Value
€61,700 €61,700
Deduct y (€25,000)
(as stated in the financial statements)
c Total o property inthe
Aschitect's Valuation (as per Part §)
less Total book value of immovable property B00) | (€130,000) |
Adjustment to the value of immovable property €220,000
q Value of goodwill: (as calculated in Sec IV below) €62,800
g MALTA
e Deguct book value of preference shares INSTITUTE
(refer 10 Rule 5(6)ie))
@ OF TAXATION
g Total adjusted market value of the company: [(€544.500 T €594.500
© Malta Institute of Taxation 2023 49
[Sec 11’: Calculation of the reduction in value: ]
‘Hame Tax Ref. Type Market value Market value Amount paid ‘Reduction Provisional Increase Duty
number pre issue. post issue i or out in value taxat 7% in value at Shor 2%
(note 1)
(A1 ® 11810 v 3
Wir A 362487M | Ordinary | €272250 | €445,875 (€123,625) NIC €123,625 €6.185
MsB 469385M | Ordinary | €272250 | €148,625 | €123625 | €865375 | (€123625) NIL
€544500 | €504,500 | €50,000 NIL €8553.75 NIL €6,185
‘Hote 1: To be filled in cases where i ot capital for areduction of capital.
Sec IV : Caleulation of the amount representing the value of goodwill:
a in existence for years preceding e
year in which the transfer is made:
[EiDecember ] veart Year2 Year3 Year 4 Year5 Total
Profit before tax [(€30000 T €21000 [ €32000 [ €41000 [ €33000 |
MALTA
Value of goodwill: €62.800 INSTITUTE
OF TAXATION
Nete: Where the iransfer is made during the company’s first o second financial year the
value of goodwill above shal be zero.
© Malta Institute of Taxation 2023 50
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+ Duty:
« The market value of XYZ Limited is to be calculated in accordance with the Capital Gains
Rules for duty purposes.

- Disallowed liabilities:

Before After
Property Non-Property Property Non-Property
€ € € €
Assets 130,000 167,000 130,000 217,000
Liabilities - (72,000) - (72,000) MALTA
130,000 95,000 130,000 145,000 %@ OF TAXATION
© Malta Institute of Taxation 2023 51

51
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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%
Non-current assets of XYZ Limited €
Property, plant and equipment 40,000
Investment property 350,000
Investmentin ABC Limited 25,000
415,000
X0) et
@ OF TAXATION
© Malta Institute of Taxation 2023 52
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CAPITAL GAINS AND DUTY

%ﬂé\%ﬁmm FIFTH SCHEDULE
(Rule 12(5))

Notice in terms of Rule 12(5) of the Duty on Documents and Transfers Rules, 1993
Computation of the value transferred referred to in article 428 of the Act

Page 0L

GIVEDETAILS

PART1- DETAILS OF CHANGE IN THE ISSUED SHARE CAPITAL OR VOTING RIGHTS (insert "Yes" or "No")
Nature of change Alterction of voting rights No
Allottment of shares.
Yes
Conversion of shares No
Reduction in share capital No
Dotw ot changs 1 April 2023

Allotment of 100,000 ordinary shares with a nominal value of €0.50 each by XYZ Limited to Mr A.

CASE STUDY 5

See the Office’s Data Protection Palicy on cfrgovimt

In case of state th pe €050
In case of pital state per share: N/A
© Malta Institute of Taxation 2023
PART 2 - DETAILS OF ISSUED SHARE CAPITAL OF COMPANY
Immediately before change:
Class Votes per Share | Nominalvalue | Number of Total votir Total inal
Type BeE per share (€) shares. rights "3 m?éﬂ
Ordinary N/A 1 €0.50 100,000 100,000 €50,000
100,000 100,000 €50,000
Immediately before change:
value Total
Type Class Votes per Share pﬂz_mw e Number of Total voting. mfﬁnw
Ordinary N/A 1 €0.50 200,000 200,000 £€100,000
200,000 200,000 €100,000

Note: Indlude only shares os referred to in rule 12(8).

© Malta Institute of Taxation 2023
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PART 3 - DETAILS OF SHAREHOLDERS / SHAREHOLDINGS

Name ToxRef.No. | Type Nompalvoe voungrights [ Nemipalyoise [ vatingrights

MrA 362487M  |Ordinary  |€25000  |50,000 €75000  |150,000

Ms B 469385M  |Ordinary  |€25.000 | 50,000 €25000  |50,000
€50000 | 100,000  |€100,000  |200,000

Note: Include enly shares a5 referred to in rue 12(8)

Malta Institute of Taxation 2023

CASE STUDY 5
CAPITAL GAINS AND DUTY

PART 4 - DETAILS OF COMPANY IN WHICH CHANGE WAS AFFECTED |

Page 02

CempanyName | XYZ Limited
Income Tax

Registration No 993542682
Com|

end o Yesr 31 December
Ex:ager;cfrotion 1 February 2010
ROCHa C 3624

State whether: (Yes or No)

a  The Company holds shares directly or indirectly in other companies.

(if Yes attach details) Yes
b The Compcnr‘ or any companies referred to in (a) above own immaovable Yes
property ot the date of the change in the issued shore copital or voting rights.
(if Yes attach details)
¢ The company came into existence as @ result of o restructuring
(if Yes attach details) No

PART 5 - COMPUTATION OF THE VALUE TRANSFERRED

The value transferred is to be determined as follows:

Sec |: Determination of the % of the real value of the company

Malta Institute of Taxation 2023

%

=%

13/04/2023
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CASE STUDY 5

CAPITAL GAINS AND DUTY

E \
BEFORE CHANGE: AFTER CHANGE:
F O e e
Mr A 362487M | Ordinary | 50% 50% 75% 5%
Ms B 469385M | Ordinary | 50% 50% 25% 25%
}
100% 100% 100% 100%

© Malta Institute of Taxation 2023

CASE STUDY 5
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Prechange | Postchange |

Secll: Computation of Real value of company |
a  Total Net Asset Value of the company: €225.000 €275.000
b Real Value of shares held in another company representing
at least 10% of the nominal value of the issued share capital
of that other company, determined in accordance withrule 5
«of the Capital Gains Rules.
Company Income Tax no. Real Value
ABC Limited 993624159 €61,700
£61.700 €61,700 |€61,700
Deduct book value of shares held in th
(o statedinthe fmandiol statementsy (€25,000) | (€25,000)

© Malta Institute of Taxation 2023
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4 Total real value of immovable property as stated in the
Architect’s Valuation (as per ur!%) ¥ €350'000 €350'ODU

less Total book value of immovable property (€1 30‘000) ‘€1 30 000)

Adjustment to the value of immovable property: €220.000 |€220,000

d  Value of goodwill: (as calculated in Sec IV below) €62.800 €62.800

e  Deduct book value of the shares referred toin rule

5(6)(d) of the Capital Gains Rules, 1993: NIL NIL
f Add liabilities in excess of the value of all assets as determined
in accordance with article 42(2)(c) of the Act: NIL NIL

g  Totaladjustedreal value of the company:

)
€544,500 | €594,500 g,

% MALTA
INSTITUTE
@ OF TAXATION

© Malta Institute of Taxation 2023 59

CASE STUDY 5
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T T e (R s e e
€5

MrA 362487M | Ordinary €272,250 €445,875 | €50.000 €123.625 |€6,185

Ms B 469385M | Ordinary €272,250 €148,625 |NIL (€123,625) | NIL

o 56 Gf Shirs (O o ConEeration 5 0 reduten of

€544,500 £50,000 €6,185 % MALTA
452500 080 INL 5 @é INSTITUTE
ot ot o e oo s ot s of ] @ OF TAXATION
oy

.cfrgovmt
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Sec IV :Calculation of the amount representing the value of goodwill:

a Where company was in existence for the five financial years immediately preceding the
year in which the transfer is made:

Yer anded 31 December

Profit before tax

Yearl Year 2 | Year3 Year 4 Year S Total
€30,000 €21,000 |€32,000 €41,000 €33,000 €157,000
Value of goodwill: €62 800
Note: Where the tronsfer is made during the compary's first or second financial year the value of goodwill above shall be zero
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 61
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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.
, |
OF TAXATION

© Malta Institute of Taxation 2023 63

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.——.

g MALTA

7] INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 64
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+ The profit before tax of each company for the past 5 years is

as follows:
ABC Limited XYZ Limited
€ €
2018 6,000 40,000
2019 3,000 22,000
2020 5,000 92,000
2021 8,000 46,000
2022 10,000 74,000

© Malta Institute of Taxation 2023

65
CASE STUDY 6
CAPITAL GAINS AND DUTY
Balance sheet extracts as at 31 December 2022 ABC Limited XYZ Limited
€ €
Non-Current Assets

Property, plant and equipment 150,000 290,000

Investment property 200,000

Investment in XYZ Limited 75,000

Current Assets
Trade receivables 66,000 101,000
Cash 94,000 77,000
Total Assets 585,000 468,000
Liabilities

Trade payables 395,000 45,000

Bank loans 40,000
Total Liabilities 435,000 45,000

Equity
Share capital 100,000 187,500
Retained earnings 50,000 235,500
Total Equity 150,000 423,000
© Malta Institute of Taxation 2023
66
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ABC Limited

XYZ Limited
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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

CAPITAL GAINS AND DUTY

(Rule 5(10))

Schedule D

Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993

Statement to be submitted by a transferor of shares where there is no transfer of

controlling interest

Part 1 - Details of Transferor

Name Ms A

Address 20, Trig il-Bahar, Qawra, Malta
ROC No (companies only) N/A

Income Tax Registration No: 362478M

State the number of shares held by transferor immediately prior to the transfer:

Type Class Votes Nom Value | Number Date of
per share per share isiti
Ordinary N/A 1 €1 10,000 |1 May 2010

© Malta Institute of Taxation 2023
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CAPITAL GAINS AND DUTY

Part 2 - Details of Company in which shares are being transferred

Part 3 - Details of share transfer

Company Name ABC Limited

Income Tax Registration No 993542863

Company year end 31 December

Date of incorporation 1 May 2010

ROC No C 4365

Authorised share capital 100,000 ordinary shares with a nominal value of €1 each
Issued share capital 100.000 ordinary shares with a nominal value of €1 each

Date of share transfer

Number of shares held at date of transfer
Number of shares transferred

Consideration being paid for shares transferred

31 January 2023

10,000 ordinary shares with a nominal value of €1 each

10,000 ordinary shares with a nominal value of €1 each

Cash consideration of €40,000

Give details of the shares transferred:

Type Class Votes per | Nom Value | Number Date of
share per share acquisition
Ordinary N/A 1 €1 10,000 [1 May 2010

© Malta Institute of Taxation 2023
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The market value of ABC Limited is to be calculated in accordance with the Capital Gains

385,000

(395,000)

(10,000)

© Malta Institute of Taxation 2023

69
CAPITAL GAINS AND DUTY
Part (i) — Duty:
Rules for duty purposes.
Disallowed liabilities:
Assets 200,000
Liabilities (40,000)
160,000
70
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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.

Market value of XYZ Limited €
Net asset value as at 31 December 2022 423,000
Goodwill 109600
(€40,000 + €22,000 + €92,000 + €46,000 + €74,000) / 5x 2 !
Market value of XYZ Limited 532,600 » MALTA
Market value of XYZ Limited attributable to ABC Limited (40%) 213,040 @é AL AL,
© Malta Institute of Taxation 2023 71
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« The rate of duty applicable in this case is €2 on every €100 or part thereof.
+ €250,000 / €475,000 x 100 = 52.63%
Non-current assets of ABC Limited €
Property, plant and equipment 150,000
Investment property 250,000
Investmentin XYZ Limited 75,000
475,000
0] Hetre
@ OF TAXATION
© Malta Institute of Taxation 2023 72
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@ fiifieoes  SIXTH SCHEDULE
= (Rule 11(3))
[ in terms of Rule 11(3) of the Duty Transfers Rules,1993 |

Statement to be submitted by transferee in a transfer of company shares

PART1-DETAILS OF TRANSFEROR AND TRANSFEREE

TRANSFEROR |

Name Address ROCNo Income Tax
(companiesonly) | No

Ms A 20, Triq il-Bahar, Qawra, Malta N/A 362478M

TRANSFEREE

Name Address ROC No Income Tax
(companies only) on No

Third Party 13, Valley Road, Birkirkara, Malta N/A 126575M

© Malta Institute of Taxation 2023

CASE STUDY 6
CAPITAL GAINS AND DUTY

PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED

See the Office’s Data Protection Policy on cfrgov.mt

CompanyName | ABG Limited

Income Tax

Registration No 993542863

Company year end 31 December

Date of incorporation 1 May 2010

i C 4365

Authorised . . .

share capital 100,000 ordinary shares with a nominal value of €1 each
Issued share capital

100,000 ordinary shares with a nominal value of €1 each

State whether: (Yes or No)

a  The Company holds shares directly or indirectly in other companies

(if Yes attach details) Yes

b The Com

ny or any companies specified in (a) above own Yes
immovable property at the date of the share transfer.
(if Yes attach details)

© Malta Institute of Taxation 2023
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[ PART 3 - DETAILS OF SHARE TRANSFER |

§ Do 31 January 2023

e i Rominal valoe o1 €1 each
©  Consideration for shares transferred Cash consideration of €40,000
Give details of the shares tronsferred:

Type Class m per ::" Value Number
Ordinary N/A 1 €1 10,000

PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED

The redl value of the shares being transferred is to be determined as follows:

the % of |
“Ais ge of the i ital rep: volue of those shares. | 4 10,
‘Bisth ge of the total voting ri pany total voting
rights attached to those shares. 10%
“Cisthep g i ilable for di to v
P i 10 the holder of those shares. 10%
Y’ reps pei ge Y=(0.4x A)+(0.2xB) +(0.4xC) 10%
© Malta Institute of Taxation 2023
Secll: Cc of real value of in 5(6) and (7) of the Capital Gains Rules, 1993; |
a  Total Net Asset Value of the company: €150.000
b Real Value of shares held in anather company representing
atleast 10% of the nominal value of the issued share capital
of that other determined i withrule S
of the Capital Gains Rules, 1993:
Company Income Tax no. Real Value
XYZ Limited 993521672 €213,040
€213,040
Deduct book value of shares held in the company
(asstated n the financiol statements) (€75,000)
¢ Total real value of immovable property os stated in the
Architect's Valuation (as per Part 6) €250,000
less value of i property (€200,000)
d| to the value of i ible property: €50,000
d  Value of goodwill: (as calculated in Sec IV below) €12.800
e  Deduct the book value of shares referred to in rule S(6)(d) of the NIL
Capital Gains Rules, 1993:
f Add Liabilities in excess of the value of all assets as determined
in accordance with article 42(2)(c) of the Act: €10,000
g  Total Adjusted real value of the Company €360,840

© Malta Institute of Taxation 2023
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Sec value of ]

@ Adjusted real value of the company
(Séclg)

€360.840

F us by shares.
(higher of C/A D/B in Sec )

10%

Real value of shares transferred
(o Xb)

€36.084

d  Amount or value of th i 2 for

€40,000

e Amount chargeable to duty
(Higher of c dnd d)

€40,000

f  Rateofduty
(€ 5 or € 2 for every one hundred euro or port thereof)

€2

Amount of duty due
(exf

€800

Sec IV : Calculation of the Amount Representing the Value of Goodwill:

year in which the transfer is made:

Year ended 31 December

Profit before tax

a  Where company was in existence for the five financial years immediately preceding the

Yearl Year 2 Year3

Year 4

Year 5

Total

€6,000 €3,000 €5,000

€8,000

€10,000

€32,000

Volue of goodwill:

€12,800

© Malta Institute of Taxation 2023
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Part (i) — Capital Gains:

Mote: Where the transfer is made during the company's first or second financial year the vaiue of goocwill above shal be zero,

Page 03

v MALTA
INSTITUTE
@ OF TAXATION

77

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

© Malta Institute of Taxation 2023
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Schedule C
(Rule 5(10))

Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993

to be by a
controlling interest

Part 1 - Details of Transferor

or of shares where there is a transfer of

Name Ms B

Address 20, Triq il-Bahar, Qawra, Malta
A

only)
Income Tax Registration No: 326480M

State the number of shares held by transferor immediately prior to the transfer:

Type Class Votes | Nom Value | Number Date of
per share | per share acquisition
Ordinary N/A 1 €1 20,000 |1 May 2010

Part 2 - Details of Company in which shares are being transferred

Company Name ABC Limited
Income Tax Registration No 993542863

Company year end 31 December

Date of incorporation 1 May 2010

ROC Ne C 4365

/Authorised share capital 100,000 ordinary shares with a nominal value of €1 each
Issued share capital 100,000 ordinary shares with a nominal value of €1 each

© Malta Institute of Taxation 2023

CASE STUDY 6
CAPITAL GAINS AND DUTY

State whether: (Yes or No)

a

The Company holds shares directly or indirectly in other companies.
(if Yes attach details)

The Company or any companies specified in (a) above own
immovable property at the date of the share transfer.
(if Yes attach details)

An increase or reduction in the share capital of the company took place
within eighteen months prior to the date of the share transfer.
(if Yes attach details)

Any shares have been transferred by the transferor or a related party within
eighteen months prior te the date of the share transfer.
(if Yes attach details)

The company came into existence as a result of a restructuring.
(if Yes attach details specifying the date and whether a merger, division, etc)

Such shares are held by a company whose shareholders, directly or indirectly,

are all not resident in Malta,

The transfer is a transfer to which art 5(3)(a) of the act applies.

© Malta Institute of Taxation 2023
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Part 3 - Details of share transfer

Date of share transfer 31 May 2023 |

Number of shares held at date of transfer ~ [20,000 ordinary shares with a nominal value of €1 each|
Number of shares transferred 20,000 ordinary shares with a nominal value of €1 each|
Consi ion for shares transferred [Cash consideration of €90,000

Give details of the shares transferred:

a0 oo

Type Class Votes Nom Value | Number Date of
per share | per share q
Ordinary N/A 1 €1 20,000 1 May 2010|
MALTA
INSTITUTE
(] OF TAXATION
© Malta Institute of Taxation 2023 81
81
Part 4 - Computation of the market value of the shares transferred
The market value of the shares being transferred is to be determined as follows:
Market value of shares transferred / global transfer
|Sec | : Deter of the % of the market value of the as rep by such shares
Type Class Nominal Voting Mom Value Voting rights
Value rights. of shares of shares
transterred tronsterred
Issued share capital | Ordinary N/A  1€100,000 | 100,000 | €30,000 | 30,000
Total €100,000| 100,000 | €30,000 [ 30,000
(A) (B) ©) (D)
Percentage of the Market Value of company
(CIA) (D/B)
a State whether there has been a change in the issued share capital of the compan W mé%'LA'UTE
during the period of eighteen months preceding the transfer. _ - OF TAXATION
© Malta Institute of Taxation 2023 82
82
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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.

Type Class Company total Transferred shares
Nominal Voting Nominal Voting % of rights to
value rights value rights profits
distributable
to ordinary
shareholders
Issued Ordinary N/A €100,000 | 100,000 |€30,000 | 30,000 30%
share
capital
Total €100,000 | 100,000 |€30,000 | 30,000 30%
(A) (B) ©) (D) (E)
MALTA
Percentage of the market value of company xx) [cata+] pera+]|  Ea | : g*gﬁg)l(l;ﬁofq
30% (0.30x0.4)(0.30x0.2) (0.30x0.4)
Malta Institute of Taxation 2023 83
Sec Il : Computation of Market value of company: |
a Total Net Asset Value of the company:
b Market \Value of shares held in another company representing at least 10% of the
nominal value of the issued share capital of that other company. determined
in accordance with rule 5.
Com Income Tax no. Market Value
XYZ Limited 993521672 €213,040
Deduct book value of shares held in the company (€75,000)
(as stated in the financial statements)
< Total market value of immovable property as stated in the
Architect's Valuation (as per Part 6)
less Total book value of Immovable property
A to the value of property:
d Value of goodwill: (as calculated In Sec IV below) [€1z:800 ] v MALTA
e Deduct book value of the shares referred to in Rule 5(6)(d). NIL @ gqu ;E)L(j AT'FION
f Total adjusted market value of the company:
Malta Institute of Taxation 2023 84
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|Sec 1l : Market value of shares transferred:

Adjusted market value of the company €370,840
(Sec lle)

% of market value as represented by shares transferred or global transfer
(higher of C/A, D/B or Z in Sec )

Market value of shares transferred or global transfer 111,252
(aXb)

Total value taken into for the pury of the chargeable gain

arising from each of the relevant transactions preceding this transfer €40,000

Market value of shares transferred €71,2562
(c-d)

Value of the consi ion of shares ed €90,000
(Part 3d)

Value to be taken into account for the purpose of calculating any gain or loss

from the share transfer €90,000

(higher of e or 1)
v MALTA
INSTITUTE
@ OF TAXATION
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Sec IV : Calculation of the amount representing the value of goodwill:

a

Where company was in existence for the five financial years immediately preceding the
year in which the transfer is made:

Year ended 31 December

Year 1 Year 2 Year 3 Year 4 Year 5 Total

Profit before tax €6,000 | €3.000 | €5,000 | €8,000 |€10.,000
€32,000
Value of goodwill: €12,800

Note: Where the transfer is made during the company'’s first or second financial year the
value of goodwill above shall be zero.

V MALTA
INSTITUTE
@ OF TAXATION
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Part (i) — Duty:

Rules for duty purposes.

€270,000 / €495,000 x 100 = 54.55%

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

Non-current assets of ABC Limited €
Property, plant and equipment 150,000
Investment property 270,000
Investmentin XYZ Limited 75,000
495,000
© Malta Institute of Taxation 2023
87
@ fussmesown  SIXTH SCHEDULE
= (Rule 11(3))
| Notice in terms of Rule 11(3) of the Duty on Doct d Transfers Rules, 1993 |

Statement to be submitted by transferee in a transfer of company shares

PART 1- DETAILS OF TRANSFEROR AND TRANSFEREE

TRANSFEROR |

Name Address ROCNo ) Income Tax e

(companies only) |

Ms B 20, Triq il-Bahar, Qawra, Malta N/A 326480M

TRANSFEREE

Name Address ROCNo Income Tax o

(companiesonly) | RegistrationNo |
Third Party 13, Valley Road, Birkirkara, Malta N/A 126575M
© Malta Institute of Taxation 2023
88

The market value of ABC Limited is to be calculated in accordance with the Capital Gains
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See the Office’s Data Protection Policy on cfr.gov.mt

PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED |

CompanyName | ABC Limited
Income Tax

Registration No 993542863
Companyyearend |34 hocember

Date of incorporation 1 May 2010

ROC No

C 4365
Authorised .
share capital 100,000 ordinary shares with a nominal value of €1 each
Issued share capital

100,000 ordinary shares with a nominal value of €1 each

State whether: (Yes or No)

a  The Company holds shares directly or indirectly in other companies.
(if Yes attach details) Yes
b The ComFuny or any companies specified in (a) above own Yes
immovable property at the date of the share transfer,
(if Yes attach details)

© Malta Institute of Taxation 2023

CASE STUDY 6
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PART 3 - DETAILS OF SHARE TRANSFER

a  Date of share transfer M May 2023

20,000 ordinary shares with a

b b ol shorss monstermed nominal value of €1 each

¢ Consideration for shares transferred Cash consideration of €30,000

Give details of the shares transferred:

Ordinary N/A 1 €1 20,000

PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED

The real value of the shares being ransferred is to be determined as follows:

mvumwsmmsmusmm|

Secl of the % of the. npany os |
A P P ¥ i
20%

B the ing rights in i
rights attached to those shares. o il i 20%
Clisth ge of the ilabl i y

y those shares. 20%
¥’ represents the percentage to be determined. Y=(0.4xA)+(02xB)+(0.4%C) 20%

© Malta Institute of Taxation 2023
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p of of company rule 5(6) and (7) of the Copital Gains Rules, 1993; |

Total Net Asset Value of the company:

€150,000

b Real Value of shares held in another company representing
at least 10% of the nominal value of the issued share copital
of that other company, determined i withrule 5
of the Capital Gains Rules, 1993:
‘Company Income Tax ne. Real Value
XYZ Limited 993621672 €213,040
€213,040
Deduct book value of s.hures held in the company (€75‘000)
< Total real value of immovable property as stated in the
Architect's Valuation (as per Part 6) €270,000
less Total book value of immovable property (€2UU UUO)
ij to the value of property: £€70,000
d  Value of goodwill: (as calculated in Sec IV below) €12,800
e  Deduct the book value of shares referred toin rule S(6)(d) of the
Capital Gains Rules, 1993: NIL
f Add Liabilities in excess of the value of all assets as determined
in accordance with article 42(2)(c) of the Act: €10,000
g Total Adjusted real value of the Company €380,840
© Malta Institute of Taxation 2023
3l
f\sdé:slr?)dmnlunhennm:wnpuny 380,840
{higher of C/A D/B in Sec ) e 20%
¢ Real value of shares transferred
(aXb) €76,168
d  Amount or value of the consideration for the shares transferred €90,000
Amount chargeable to du
EHig‘;‘:r‘ of ¢ dnd d) i €90,000
f  Rateofdut 8
(€5 or € 2 for every one hundred euro or part thereof) €2 g}
g ?;r;(\:;.\)nwﬁutym €1.800
Sec IV : Calculation of the Amount g the Value of
a in ex the five pr
year in which the transfer is made:
b 31 December
Profit before tax
Yearl Year2 Year3 Year 4 Year & Total
€6,000 €3,000 €5,000 €8,000 €10,000 €32,000
Volue of goodwill: €12.800

Note: Where the transter is made during the company’s first or second financiol year the vahue of goodwil above shal b2 zero.

© Malta Institute of Taxation 2023
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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

Mr Alpha Ms Beta

50% 50%

of 100,000 shares having a nominal value |
of €1 each.

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

© Malta Institute of Taxation 2023
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+ 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.

MALTA
INSTITUTE

\</\;>/ OF TAXATION
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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.

MALTA
(X INSTITUTE
\/T1Y/ OF TAXATION
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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) 0n 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.

|
o/ | maLTA
VX7 INSTITUTE
T /) OF TAXATION
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97
CAPITAL GAINS AND DUTY
+ 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.
« Itis 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.
X0 pan
\/T1Y/ OF TAXATION
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 The profit / (loss) before tax of each company for the past 5 years is as follows:

OnengThree One Limited Two Limited Three Limited
Limited
€ € €
€
2017 (105,000) 2,000 33,000
2018 20,000 (2,000) 54,000 45,000
2019 177,000 6,000 73,000 65,000
2020 80,000 70,000 66,000 72,000
2021 120,000 89,000 109,000 (20,000)

© Malta Institute of Taxation 2023
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+ The market value of the investment property held by each company is as follows:
One Limited Two Limited Three Limited
€ € €
31 December 2021 250,000 310,000 200,000
30 June 2022 275,000 400,000 210,000
1 September 2022 275,000 360,000 215,000
M MALTA
INSTITUTE
@ OF TAXATION
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Balance sheets as at 31 OneLTir\;vi(ggree One Limited Two Limited Three Limited
December 2021 € € € €
Non-Current Assets
Property, plant and equipment - 80,000 57,000 30,000
Investment property - 200,000 240,000 130,000
Financial assets:
One Ltd 60,000 - - -
Two Ltd 75,000 - - -
Three Ltd 200,000 - - -
567 Pl 50,000
Other investments - 300,000
385,000 280,000 297,000 460,000
Current Assets
Trade receivables 15,000 20,000 67,000 22,000
Cash 123,000 46,000 9,000 24,000
Total Assets 523,000 346,000 373,000 506,000
Liabilities
Trade payables 220,600 26,000 70,000 186,000
Bank loans 116,000 210,000 124,000 134,000
Total Liabilities 336,600 236,000 194,000 320,000
Equity v
Share capital 100,000 60,000 75,000 200,000 vy méﬁ-f-‘urg
Retained earnings 86,400 50,000 104,000 (14,000) @ OF TAXATION
Total Equity 186,400 110,000 179,000 186,000
© Malta Institute of Taxation 2023 101
Balance sheets as at 1 One'l_'w_oThree One Limited Two Limited Three Limited
September 2022 L|m€|ted
Non-Current Assets
Property, plant and equipment - 80,000 57,000 30,000
Investment property - 200,000 240,000 130,000
Financial assets:
One Ltd 60,000
Two Ltd -
Three Ltd - 200,000
567 Pl - - - -
Other investments - - - 300,000
60,000 480,000 297,000 460,000
Current Assets
Trade receivables 125,000 20,000 67,000 22,000
Cash 185,000 146,000 59,000 24,000
Total Assets 370,000 646,000 423,000 506,000
Liabilities
Trade payables 3,600 229,500 10,000 198,000
Bank loans 116,000 210,000 124,000 134,000
Total Liabilities 119,600 439,500 134,000 332,000
Equity v
Share capital 100,000 60,000 75,000 200,000 vy mAs%'?UTE
Retained eamings 150,400 146,500 214,000 (26,000) @ OF TAXATION
Total Equity 250,400 206,500 289,000 174,000
© Malta Institute of Taxation 2023 102
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Mr Alpha Ms Beta
i *

OneTwoThree
Limited

One Limited

- ? MALTA
Three Limited @é gqﬂg)t(J;TEION

© Malta Institute of Taxation 2023 103
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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 aresult, 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.
X0) et
@ OF TAXATION
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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.

Mr Alpha 50% 50%
Ms Beta 50% 50% MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 105
Schedule E
(Rule 5(14))
Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993
Statement to be submitted by a transferor of shares where the transfer
is exempt from tax in the circumstances mentioned in Rule 5(14)
Part 1 - Details of Transferor
Name OneTwoThree Limited
Address 32, Qawra Road, Qawra, Malta
RQOC No (companies only) C 29585
Income Tax Registration No: 995599184
State the number of shares held by transferor immediately prior to the transfer:
Type Class Votes Nom Value | Number Date of = .
per share | per share acquisition NN MALT,
Ordinary N/A 1 €1 200,000 [ 1January 2018 > |NA5%'|'|A'\UTE
OF TAXATION
© Malta Institute of Taxation 2023 106
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Part 2 - Details of Company in which shares are being transferred

Company Name
Income Tax Registration No

Three Limited

993848610

Company year end

31 December

Date of incorporation

1 January 2018

ROC No

C 29495

Authorised share capital

200,000 ordinary shares with a nominal value of €1 each

Issued share capital

200,000 ordinary shares with a nominal value of €1 each

Part 3 - Details of share transfer

Date of share transfer
Number of shares held at date of ti
Number of shares transferred

ransfer

Consideration being paid for shares transferred

[31 January 2022

00,000 ordinary shares with a nominal value of €1 each|
200,000 ordinary shares with a nominal value of €1 each

[Cash consideration of €167,000

Give details of the shares transferred:

Type Class Votes per | Nom Value Number Date of
share per share acquisition
Ordinary N/A 1 €1 200,000 | 1 sanuary 2018

© Malta Institute of Taxation 2023

CAPITAL GAINS AND DUTY

Part 4 - Details of exemption

State under which of the following provisions the share transfer is exempt:

Article 5(2)(e) Income Ta

X Act

Article 5(6)(e) Income Tax Act

Article 5(9) Income Tax

Act

Article 5(13) Income Tax Act
[please quate specific paragraph]

Article 5(14) Income Tax Act

Article 12 Income Tax Act
[please quote specific paragraph]

Rule 3(1): Merchant Shipping (Taxation and
Other Matters relating to Shipping Orgs. ) Regs|

© Malta Institute of Taxation 2023
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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.

@ MALTA
INSTITUTE
@ OF TAXATION
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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.

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

? MALTA
INSTITUTE
@ OF TAXATION
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+ Duty:

- Given that the shares transferred are listed on an approved stock exchange, no duty liability

should arise.

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.

© Malta Institute of Taxation 2023
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Mr Alpha Ms Beta
i e
+ Transaction 3: *
OneTwoThree
Limited
One Limited
Three Limited
Malta Institute of Taxation 2023
112
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Capital Gains:
The Company holds 100% of the issued share capital of Two Limited. Therefore, thisis 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.

CASE STUDY 7
CAPITAL GAINS AND DUTY

© Malta Institute of Taxation 2023

CASE STUDY 7
CAPITAL GAINS AND DUTY

Schedule C
(Rule 5(10))
Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993
S to be submitted by a or of shares where there is a transfer of

controlling interest

Part 1 - Details of Transferor

Name OneTwoThree Limited
Address 32, Qawra Road, Qawra, Malta
ROC No (companies only) C 29585

Income Tax Ik No: 995589184

State the number of shares held by transferor immediately prior to the transfer:

Type Class Votes | NomValue | Number | Dateof
per share | per share
Ordinary N/A 1 €1 75,000 | 26 august201s

Part 2 - Details of Company in which shares are being transferred

© Malta Institute of Taxation 2023

Company Name [Two Limited

Income Tax Registration No 994759602

Company year end 31 December

Date of incorporation 28 August 2015

ROC No

Authorised share capital 75,000 ordinary shares with a nominal value of €1 each
Issued share capital 75,000 ordinary shares with a nominal value of €1 each
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State whether: (Yes or No)

115

The Company holds shares directly or indirectly in other companies.
(if Yes attach details)

The Company or any companies specified in (a) above own es
immovable property at the date of the share transfer.
(if Yes attach details)

o

An increase or reduction in the share capital of the company took place
within eighteen months prior to the date of the share transfer.
(if Yes attach details)

Any shares have been transferred by the transferor or a related party within
eighteen months prior to the date of the share transfer.
(if Yes attach details)

The company came into existence as a result of a restructuring.
(if Yes attach details specifying the date and whether a merger, division, etc)

Such shares are held by a company whose shareholders, directly or indirectly,
are all not resident in Malta,

MALTA
The transfer is a transfer to which art 5(3)(a) of the act applies. No INSTITUTE
0 OF TAXATION
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Part 3 - Details of share transfer

a Date of share transfer 30 June 2022 |
b Number of shares held at date of transfer  |75,000 ordinary shares with a nominal value of €1 each|
G Number of shares transferred 75.000 ordinary shares with a nominal value of €1 each
d Consideration for shares transferred Cash consideration of €400,000

Give details of the shares transferred:

Type Class Votes Nom Value | Number Date of
per share | per share acquisiti
Ordinary N/A 1 €1 75,000 | 28nugust201s
MALTA
INSTITUTE
(| OF TAXATION
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Part 4 - Computation of the market value of the shares transferred

The market value of the shares being ferred is to be d d as follows:
k S| ra
|59c | : Determination of the % of the market value of the company as by such shares J
Type Class. Nominal Voting Nom Value Vating rights
Value rights ‘of shares. of shares

transterred | transferred

Issued share capital | Ordinary N/A | €75,000 | 75,000 | €75,000 | 75.000

Total €75,000 | 75,000 | €75,000] 75,000
(A) 8) (©) ©)
Percentage of the Market Value of company
(CIA) (D/B)

MALTA
a State whether there has been a change in the issued share capital of the compan @ é INSTITUTE
during the period of eighteen months preceding the transfer, @ OF TAXATION

Malta Institute of Taxation 2023 117

117
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.
Type Class Company total Transferred shares
Nominal Voting Nominal Voting % of rights to
value rights value rights profits
distributable
to ordinary
shareholders
Issued | Ordinary | N/A  |€75000 |[75000 | €75,000 | 75,000 100%
share
capital
Total €75,000 | 75000 |€75.000 | 75,000 100%
) B) (© (D) (E)
0] e
Percentage of the market value of company (XX) [ CiA*4+ | D/B*2+ | E*4 | @ OF TAXATION
100% (1.00 x 0.4)(1.00x0.2) (1.00x0.4)
Malta Institute of Taxation 2023 118
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Sec Il : Computation of Market value of company;

CASE STUDY 7

(higher of e or f)

© Malta Institute of Taxation 2023

a Total Net Asset Value of the company: €179,000
b Market Value of shares held in another company representing at least 10% of the
nominal value of the issued share capital of that other company, determined
in accordance with rule 5.
NIL
Deduct book value of shares held in the company NIL
(as stated in the financial statements)
c Total market value of immovable property as stated in the €400,000
Architect's Valuation (as per Part 6)
less Total book value of immovable property €240,000)
- to the value of property: €160,000
d Value of goodwill: (as calculated in Sec IV below) €121,600 v
e Deduct book value of the shares referred to in Rule 5(6)(d): »é mé%"ll—'/lé'\UTE
f Total adjusted market value of the company: €460,600 @ OF TAXATION
© Malta Institute of Taxation 2023 119
|Sec Il : Market value of shares transferred: |
Adjusted market value of the company €460.600
(Sec ile)
% of market value as represented by shares transferred or global transfer 100%
(higher of C/A, D/B or Z in Sec )
Market value of shares transferred or global transfer €460,600
(aXb)
Total value taken into account for the purpose of determining the chargeable gain
arising from each of the relevant transactions preceding this transfer NIL
Market value of shares transferred €460,600
(e-d)
Value of the consideration of shares transferred €400,000
(Part 3d)
Value to be taken into account for the purpose of calculating any gain or loss
from the share transfer €460,600

v MALTA
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Sec IV : Calculation of the amount representing the value of goodwill:

a Where company was in existence for the five financial years immediately preceding the
year in which the transfer is made:

Year ended 31 December

Year 1 Year 2 Year 3 Year 4 Year § Total
Profit before tax [€2.000 [ €54,000 [€73.000 | €66.000 [€109.000 |
€304,000
Value of goodwill:

Note: Where the transfer is made during the company’s first or second financial year the
value of goodwill above shall be zero.

V MALTA
INSTITUTE
@ OF TAXATION

© Malta Institute of Taxation 2023 121

121
CASE STUDY 7
CAPITAL GAINS AND DUTY
+ Duty:
+ The market value of Two Limited is to be calculated in accordance with the Capital Gains
Rules for duty purposes.
- Disallowed liabilities:
Property Non-Property
€ €
Assets 240,000 133,000
Liabilities - (194,000)
240,000 (61,000) bé MALTA
@ OF TAXATION
© Malta Institute of Taxation 2023 122
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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%

v MALTA
27| INSTITUTE
@ OF TAXATION
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Non-current assets of Two Limited €
Property, plant and equipment 57,000
Investment property 400,000
457,000
© Malta Institute of Taxation 2023
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T corm SIXTH SCHEDULE
FoRREvENE
(Rule 11(3))
[ Notice in terms of Rule 11(3) of the Duty on Documents and Transfers Rules, 1993

Statement to be submitted by transferee in a transfer of cornpany shares

PART 1- DETAILS OF TRANSFEROR AND TRANSFEREE

TRANSFEROR | -
Nome Address ROC No Income Tax o b
Bneél'goThree 32, Qawra Road, Qawra, Malta C 29585 995599184 '%

imite

TRANSFEREE

Name Address ROCNo Income Tax o

Star Limited 93, Triq il-Bahar, St Paul's Bay C 49596 992749554

© Malta Institute of Taxation 2023
124
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PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED |

Company Name

Two Limited
Income Tax
Registration No 994759602
Company year end 31 December
Date of incorporation | 58 Aygust 2015
iy C 95950
Authorised X i .
share capital 75,000 ordinary shares with a nominal value of €1 each
Issued share capital

75,000 ordinary shares with a nominal value of €1 each

State whether: (Yes or No)

a The Company holds shares directly or indirectly in other companies.
(if Yes attach details) No
b The Company or any companies specified in (a) above own Yes
immovable property at the date of the share transfer.
(if Yes attach details)

© Malta Institute of Taxation 2023
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PART 3 - DETAILS OF SHARE TRANSFER

a  Dateof share transfer 30 June 2022

www.cfrgovmt

b Number of shares transferred

756,000 ordinary shares with a
nominal value of €1 each

¢ Consideration for shares transferred

Cash consideration of €400,000

Give details of the shares transferred:

Poge 02

Class Votes, Nom Value Number
DEd .lhﬂ-w per share
Qrdinary N/A 1 €1 75,000
PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED
The real value of the shares being transferred is to be determined as follows:
REAL VALUE OF SHARES TRANSFERRED {
he % of the company as represented by such shares |
A%l th ge of the itol repr £ those sh —
Bisth the total ights in th pany rep: ¥ ing
rights attached to those shares. 100%
C is the pe: g P b 2 Y
represented by the profits available for distribution to the holder of those shares, 100%
¥ the i Y=(0.4x A) +(0.2x B)+(0.4x C) 100%

© Malta Institute of Taxation 2023
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CASE STUDY 7

Secll: C value of any i = @) of the C 1583 |
a  Total Net Asset Value of the company: £179.000
b Real Value of shares held in another company representing
at least 10% of the nominal value of the issued share capital
of that other company, determined in accordance with rule S
of the Capital Gains Rules, 1993:
Company Income Tax no. Real Value
N/A N/A NIL
NIL
Deduct book value of shares held in the company
(as stated in the financial statements) NIL
¢ Totalreal value of immovable property as stated in the
Architect's Valuation (as per Part 6) €400,000
less wvalue of it property (52401100)
j to the value of i property: €160,000
d  Value of goodwill: (as calculated in Sec IV below) €121,600
e  Deduct the book value of shares referred to in rule S(6)(d) of the
Capital Gains Rules, 1993 NIL
f  Add Liabilities in excess of the value of all assets as determined
in accordance with article 42(2)(c) of the Act: €61,000
g Total Adjusted real value of the Company €521,600
© Malta Institute of Taxation 2023
Seclll:Re a: |
Adj d real value of the
= €521,600
real by shares transferred
(righer of C/A D/Bin Sec ) 100%
e ?:?;?ug of shares transferred £521.600
d value of £400,000
Am: han ble-
it €521,600
f  Rateotdury 2
(€5 or € 2 for every one hundred euro or part thereof) €5 g’
e o iy e €26,080
SeclV f th £ g the Value of ]
Wh L for the five finonciol g
year in which the transfer is made:
Yearended 31 December
Profit before tax
Yearl Year2 Year3 Year 4 Year 5 Total
€2,000 €54,000 €73,000 €66,000 €109,000 €304,000
Volue of gooduwill: €121.600

Note: Where the transfer s mode during the company's first or secand financial year the value of goodwil cbove shal be zero.

© Malta Institute of Taxation 2023
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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

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 @

@ MALTA
INSTITUTE

@ OF TAXATION

© Malta Institute of Taxation 2023 129

the transfer value.

CASE STUDY 7
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:

= €280,000 x 5% = €14,000

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 MALTA

INSTITUTE

consideration for the transfer of such thing or of the value of such thing, whichever is the O TAXATION

higher.

&>
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Mr Alpha Ms Pi Ms Beta
®
°

*

« Transaction 5:

OneTwoThree
Limited

One Limited

Three Limited @é m@%ﬁ\ure
@ OF TAXATION
© Malta Institute of Taxation 2023 131
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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
X0) et
@ OF TAXATION
© Malta Institute of Taxation 2023 132
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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
2027 are required in order to calculate the market value.

|
\\ R 4
V. /
>/

R

MALTA

NLXL7) INSTITUTE
\/"7/ OF TAXATION
© Malta Institute of Taxation 2023 133
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Market value of Three Limited €
Net asset value as at 31 December 2021 186,000
Immovable property — book value (130,000)
Immovable property — market value 215,000
Goodwill 78000
(€33,000 + €45,000 + €65,000 + €72,000 + (€20,000)) / 5 x 2 '
Market value of Three Limited 349,000
Market value of Three Limited attributable to One Limited (100%) 349,000
|
7] INsTITUTE
\/77%/ OF TAXATION
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Market value of One Limited €

Net asset value as at 1 September 2022 206,500
Immovable property — book value (200,000)

Immovable property — market value 275,000
Investment in Three Limited — book value (200,000)
Investment in Three Limited — market value 349,000

Goodwill 81500

((€2,000) + €6,000 + €70,000 + €89,000) / 4 x 2 '
Market value of One Limited 512,000
Market value of One Limited attributable to the Company (100%) 512,000

© Malta Institute of Taxation 2023

Schedule C
(Rule 5(10))
Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993
to be submitted by a fe of shares where there is a transfer of
controlling interest
Part 1 - Details of Transferor
Name Ms Beta
Address 29, Valley Road, Birkirkara
ROC No (companies only) N/A
Income Tax Registration No: 395958M
State the number of shares held by transferor immediately prior to the transfer:
Type Class. Votes | Nom Value | Humber | Dateof
pershare | per share acquisition
Ordinary | N/A 1 €1 50,000 |1 August 207
]
Part 2 - Details of Company in which shares are being transferred
Company Name OneTwoThree Limited
Income Tax Registration No 995599184
Company year end 31 December
Date of incorporation |1 August 2015
ROC No C 29585
Authorised share capital 100,000 ordinary shares with a nominal value of €1 each
Issued share capital 100,000 ordinary shares with a nominal value of €1 each
© Malta Institute of Taxation 2023
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State whether: (Yes or No)

a The Company holds shares directly or indirectly in other companies. e
(if Yes attach details)

@

b The Company or any companies specified in (a) above own es
immovable property at the date of the share transfer.
(if Yes attach details)

c An increase or reduction in the share capital of the company took place
within eighteen months prior to the date of the share transfer.
(if Yes attach details)

d Any shares have been transferred by the transferor or a related party within
eighteen months prior to the date of the share transfer,
(if Yes attach details)

e The company came into existence as a result of a restructuring.
(if Yes attach details specifying the date and whether a merger, division, etc)

f Such shares are held by a company whose shareholders, directly or indirectly,
are all not resident in Malta,

o

] The transfer is a transfer to which art 5(3)(a) of the act applies.

© Malta Institute of Taxation 2023
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Part 3 - Details of share transfer

a Date of share transfer [1 September 2022

b Number of shares held at date of transfer 50,000 ordinary shares with a nominal value of €1 each|
c Number of shares transferred 50,000 ordinary shares with a nominal value of €1 each
d Consideration for shares transferred Cash consideration of €400,000

Give details of the shares transferred:

Type Class Votes Nom Value | Number Date of
per share | pershare acquisition
Ordinary N/A 1 €1 50,000 |1 August 2015

© Malta Institute of Taxation 2023

%

%

MALTA
INSTITUTE
OF TAXATION

137

MALTA
INSTITUTE
OF TAXATION

138

13/04/2023

69



CASE STUDY 7
CAPITAL GAINS AND DUTY

Part 4 - Computation of the market value of the shares transferred

The market value of the shares being ferred is to be d 1ed as follows:
f sfel [s]
|Sec | : Determi of the % of the market value of the as rep by such shares
Type Class HNominal Vating HNom Value Voting rights.
Value rights. of shares of shares.

transferred wanstemed
Issued share capital | Ordinary N/A_ 1€100,000/100,000 | €50,000 | 50,000

Total €100,000] 100,000 | €50,000] 50.000
(A) B) ©) @)

Percentage of the Market Value of company
(CIA) (D/B)

a State whether there has been a change in the issued share capital of the compan v
during the period of eighteen months preceding the transfer. m/;’i'1;¢UTE

OF TAXATION
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139
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.
Type Class Company total Transferred shares
Nominal Voting Nominal Voting % ofrights to
value rights value rights profits
distributable
to ordinary
sharcholders
Issued | Ordinary | N/A  [€100,000 | 100,000 |€50,000 | 50,000 50%
share
capital
Total €100,000 | 100,000 | €50,000 | 50,000 50%
(A) ®) ©) D) (E)
MALTA
Percentage of the market value of company (XX) ] C/A* 4 + I D/B*2 + I E*.4 I @ g‘;;ﬂkj{.ﬁop‘
50%  (0.50 % 0.4)(0.50x 0.2) (0.50x 0.4)
Malta Institute of Taxation 2023 140
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[seci: c:

of Market value of

Total Net Asset Value of the company:

Market \Value of shares held in another company representing at least 10% of the
nominal value of the Issued share capital of that other company. determined

in accordance with rule 5.

Company Market Value
One Limited 993758602 €512,000
Deduct book value of shares held in the company
(as stated in the financial statements)
c Total market value of immovable property as stated in the NIL
Architect's \Valuation (as per Part 6)
less Total book value of immovable property NIL
Adjustment to the value of immovable property: [N ]
d Value of goodwil: (as calculated in Sec IV belaw)
e Deduct book value of the shares refered to in Rule 5(6)(d):
f Total adjusted market value of the company:
© Malta Institute of Taxation 2023
|Sec Il : Market value of shares transferred: |
a Adjusted market value of the company €819,200
(Sec lle)
b % of market value as represented by shares transferred or global transfer
(higher of C/A, D/B or Z in Sec I)
c Market value of shares transferred or global transfer €409,600
(aXb)
d Total value taken into account for the purpose of determining the chargeable gain
arising from each of the relevant transactions preceding this transfer
e Market value of shares transferred €409,600
(c-d
f Value of the consideration of shares transferred €400,000
(Part 3d)
g Value to be taken into account for the purpose of calculating any gain or loss
from the share transfer €409,600

(higher of e or f)

© Malta Institute of Taxation 2023
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Sec IV : Calculation of the amount representing the value of goodwill:

a Where company was in existence for the five financial years immediately preceding the
year in which the transfer is made:

Year ended 31 December
Year 1 Year2  Year3  Year4  Year$5 Total

Profit before tax [€105,000]€20.000 [€177.,000 [€80,000 [€120,000 |
€292,000
Value of goodwill: €116,800

Note: Where the transfer is made during the company's first or second financial year the
value of goodwill above shall be zero.

v MALTA
INSTITUTE
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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
Property Non-Property
€ €
Assets - 370,000
Liabilities - (119,600)
: 250400 %) e
@ OF TAXATION
© Malta Institute of Taxation 2023 144
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« The rate of duty applicable in this case is €2 on every €100 or part thereof:
- €0 /460,000 x 100 = 0%

Non-current assets of the Company €
Investment in One Limited 60,000
60,000

v MALTA
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+ One Limited does not constitute a property asset of the Company:
+ €275,000 / €555,000 x 100 = 49.55%
Non-current assets of One Limited €
Property, plant and equipment 80,000
Investment property 275,000
Investmentin Three Limited 200,000
555,000
M MALTA
INSTITUTE
@ OF TAXATION
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« Three Limited does not constitute a property asset of One Limited:

+ €2175,000 / €£545,000 x 100 = 39.45%

v MALTA
27| INSTITUTE
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Non-current assets of Three Limited €
Property, plant and equipment 30,000
Investment property 215,000
Other investments 300,000
545,000
© Malta Institute of Taxation 2023
147
@ Siffesow  SIXTH SCHEDULE
(Rule 11(3))
| Notice in terms of Rule 11(3) of the Duty on Dc d Rules, 1993
Statement to be submitted by transferee in a transfer of compony shares
PART 1 - DETAILS OF TRANSFEROR AND TRANSFEREE |
TRANSFEROR | 2
Nome Address ROC No Income Tax e
(companiesonly) | R No -
Ms Beta 29, Valley Road, Birkirkara N/A 395958M 4
TRANSFEREE
Name Address ROCNo Income Tax i
Ms Pi 100, Main Street, Pacla N/A 829480M
© Malta Institute of Taxation 2023
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PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED |

CompanyMeme | oneTwoThree Limited
Income Tax

Registration No 995599184

Company year end

31 December

Date of incorporation 1 AUQUST 2015

ROCHo C 29585

Authorised

share capital 100,000 ordinary shares with a nominal value of €1 each

Issued share capital

100,000 ordinary shares with a nominal value of €1 each

State whether: (Yes or No)

a  The Company helds shares directly or indirectly in other companies.
(if Yes attach details)

Yes

b The Com?cny or any companies specified in (a) above own
immovable property at the date of the share transfer.
(if Yes attach details)

Yes

© Malta Institute of Taxation 2023
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[ PART 3~ DETAILS OF SHARE TRANSFER |

o  Date of share transfer

1 September 2022

b Number of shares transferred

50,000 ordinary shares with a
nominal value of €1 each

¢ Consideration for shares tronsferred

Cash consideration of €400,000

Give details of the shares tronsferred:

Type Class. Votes per mm Number
QOrdinary NIA 1 €1 50,000

PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED

The real value of the shares being transferred is to be determined as follows:

REAL VALUE OF SHARES TRANSFERRED |

S of the % of the real value of

Ais theissued apital repr the riominal value of those shares. | <jq.
'B'is the percentage of the total voting rights in the company the g
rights attached ta those shares. 50%
“C'is the percentage of the profits available for distribution to the ordinary shareholders

pr y the profits available for di ion to the holder of those shares. 50%
"Y' represents the percentage to be determined. Y=(0.4x A)+(0.2xB)+(0.4xC) 50%

© Malta Institute of Taxation 2023
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Secll: C real value of withr ) ) of the Capital Gains Rules, 1993; |
a  Total Net Asset Value of the company: €250.400
b RealValue of shares held in another company representing

at least 10% of the nominal value of the issued share capital
of that other i withrule S
of the Capital Gains Rules, 1993:

Company Income Tax no. Real Value

One Limited 993758602 €512,000

€512,000
Deduct book value of shares held in the company
(as stated in the financial statements) (€60,000)
¢ Totalreal value of immovable property as stated in the NIL
Architect's Valuation (as per Part 6)
less Total book value of i ble property NIL
Adijt to the value of i property: NIL
d  Value of goodwilk: (as calculated in Sec IV below) €116,800
e  Deduct the book value of shares referred to in rule S(6)(d) of the
Capital Gains Rules, 1993: NIL
f  Add Liabilities i f the value of determined
in accordance with article 42(2)(c) of the Act: NIL
g Total Adjusted real value of the Company €819,200
© Malta Institute of Taxation 2023
eal vale of shy l
a (ﬂsﬂj«us‘@udrlm value of the company 819,200
(nigher of C/A, D/Bin Sec ) 50%
Real value of shares transferred
(aXb) €409,600
d  Amount or value of the consideration for the shares transferred £400.000
Amount
® (perocama €409,600
o
T TN i e g B o7 it tereal €2 31
Amount of duty due
T 8,192
SecIV:Calcu f the Amount Repri g the Value of |
a  Where company was in existence for the five financial years immedictely preceding the
year in which the tronsfer is mode:
bl L 31 December
Profit before tax
Yearl Year2 Year3 Year 4 YearS Total
(€105,000) €20,000 €177,000 €80,000 €120,000 €292,000
Value of goodwill €116.,800
Note: Where the transfer Is mode during the company's first or second financiol year the value of goodwil above $hal be zera

© Malta Institute of Taxation 2023
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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).

MALTA
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CAPITAL GAINS AND DUTY

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.

MALTA
INSTITUTE
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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.
| MALTA
) INSTITUTE
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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.
X6) M
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Mr White Mr Grey Ms Grey
Black Limited
60% 5%
Blue Limited Purple Limited
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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.
,) MALTA
\/73Y/) OF TAXATION
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4) 0On 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.
MALTA
INSTITUTE
(e OF TAXATION
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« The profit before tax of each company for the past 5 years is as follows:
Black Limited Blue Limited Purple Limited
€ € €
2018 20,000 60,000 400,000
2019 25,000 78,000 430,000
2020 26,000 80,000 380,000
2021 36,000 95,000 370,000
2022 40,000 100,000 500,000
W MALTA
INSTITUTE
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Balag;:sesr:]\EEtrszgszgt a1 Black Limited Blue Limited Purple Limited CAS E
: : : STUDY 8
Non-Current Assets
Property, plant and equipment - 660,000 2,450,000 CAP ITAL
Investment property 750,000 - - GA' N S
Investment in Purple Limited 50,000 - - AN D D UTY
Investment in Blue Limited 120,000 - -
920,000 660,000 2,450,000
Current Assets
Trade receivables 25,000 160,000 540,000
Cash 10,000 46,000 300,000
Total Assets 955,000 866,000 3,290,000
Liabilities
Trade payables 255,000 216,000 90,000
Bank loans 400,000 - -
Total Liabilities 655,000 216,000 90,000
Equity
Share capital 150,000 200,000 1,000,000 Q‘ZSY mAs%ﬁ\UTE
Retained earnings 150,000 450,000 2,200,000 @ OF TAXATION
Total Equity 300,000 650,000 3,200,000

Mr White

© Malta Institute of Taxation 2023

Mr Grey

Black Limited

Blue Limited
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« Transaction 1:
164

Ms Grey

163

Purple Limited
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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.

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

v MALTA
27| INSTITUTE
@ OF TAXATION
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Duty:

Given that the shares transferred are listed on an approved stock exchange, no duty liability
should arise.

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
: : MALTA
or multilateral system in a non-Member State or non-EEA State. @ INSTITUTE
@ OF TAXATION
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Mr White Mr Grey Ms Grey

« Transaction 2:

Black Limited

Blue Limited

v MALTA
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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.

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 M WALTA

made on or after 12 October 2021 but not later than 31 December 2024 gqu;E)L(jK‘FION
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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

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 % MALTA

INSTITUTE
OF TAXATION

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

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 MALTA

INSTITUTE

consideration for the transfer of such thing or of the value of such thing, whichever is the @ O TAXATION
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).

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 RAATA

&

: : INSTITUTE
described above; and OF TAXATION

(d) No transfer is made of any divided part of that property.

© Malta Institute of Taxation 2023 171
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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

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 % m‘;‘iﬁ_\um
rate of 8% of the transfer value. @

OF TAXATION
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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

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 RAATA

i ; f f f f INSTITUTE
Egn;lderanon for the transfer of such thing or of the value of such thing, whichever is the OE TAXATION
igher.
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Mr White Mr Grey Ms Grey

< Transaction 4: i Third Party i

Black Limited

60%

Blue Limited

Purple Limited

v MALTA
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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

© Malta Institute of Taxation 2023
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(Rule 5(10))

Schedule D

Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993

Statement to be submitted by a transferor of shares where there is no transfer of

controlling interest

Part 1 - Details of Transferor

Name

Address

ROC No (companies only)
Income Tax Registration No:

State the number of shares held by transferor immediately prior to the transfer:

Part 2 - Details of Company i

Ms Grey
84, Triq I-Knisja, Siggiewi
NA
©52573M

Type Class Votes | Nom Value| Number | Date of
pershare | pershare acquisition
Ordinary NiA 1 €1 15,000 | 1 March 2010

in which shares are being transferred

Company Name

Income Tax Registration No
Company year end

Date of incorporation

ROC No

Authorised share capital

Issued share capital

Black Limited
994859169

31 December
1 March 2010

C 65838
150,000 ordinary shares with a nominal value of €1 each

150,000 ordinary shares with a nominal value of €1 each

© Malta Institute of Taxation 2023
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Part 3 - Details of share transfer

Date of share transfer

Number of shares transferred

Number of shares held at date of transfer

1 January 2023

15,000 ordinary shares with a nominal value of €1 each

15,000 ordinary shares with a nominal value of €1 each

Consideration being paid for shares transferred

Cash consideration of €140,000

Give details of the shares transferred:

Type Class Votes per | Nom Value | Number Date of
share per share acquisition
Ordinary N/A 1 €1 15,000 |1 March 2010

© Malta Institute of Taxation 2023
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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:
Property Non-Property
€ €
Assets 750,000 205,000
Liabilities (400,000) (255,000)
350,000 (50,000)
© Malta Institute of Taxation 2023
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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 (i) Black Limited’s holding represents less than 10% of the issued share capital of Purple

Limited.

© Malta Institute of Taxation 2023
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Market value of Blue Limited €
Net asset value as at 31 December 2022 650,000
Goodwill 165200
(€60,000 + €78,000 + €80,000 + €95,000 + €100,000) / 5 x 2 '
Market value of Blue Limited 815,200
Market value of Blue Limited attributable to Black Limited (60%) 489,120
© Malta Institute of Taxation 2023
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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%

Non-current assets of Black Limited €
Investment property
(€650,000 + €800,000) 1,450,000
Investment in Blue Limited 120,000
Investment in Purple Limited 50,000
1,620,000
© Malta Institute of Taxation 2023
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@ fibusoe  SIXTH SCHEDULE
s (Rule 11(3))
[ Notice in terms of Rule 11(3) of the Duty on Documents and Transfers Rules, 1993 |
Staternent to be submitted by transferee in a transfer of company shares
PART 1 - DETAILS OF TRANSFEROR AND TRANSFEREE
TRANSFEROR |
Name Address ROC No Income Tax
(companies only) RegistrationNo |
Ms Grey 84, Trig il-Knisja, Siggiewi NIA 952673M
TRANSFEREE
Name Address ROC No Income Tax.
(companies only) Registration No
Third party N/A N/A N/A
© Malta Institute of Taxation 2023
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PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED |

Company Name

Black Limited
Income Tax
Registration No 994859169
Companyyearend | 34 pecember

Date of incorporation

1 March 2010

ROCNo

C 65838

Authorised
share capital

150,000 ordinary shares with a nominal value of €1 each

Issued share capital

150,000 ordinary shares with a nominal value of €1 each

State whether: (Yes or No)

a  The Company holds shares directly or indirectly in other companies.
(if Yes attach details) Yes

immovab!

b The Com%uny or any companies specified in (a) above own
property at the date of the share transfer.
(if Yes attach details)

Yes

© Malta Institute of Taxation 2023
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PART 3 - DETAILS OF SHARE TRANSFER

o  Date of shore transfer

1 January 2023

b Number of shares transferred

c Consideration for shares transferred

15,000 ordinary shares with a
nominal value of €1 each

Cash consideration of €140,000

Give details of the shares transferred:

Type Class Votes, Nom Value Number
_mm"" |pershare
QOrdinary NIA i) €1 15,000
PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED |
The real volue of the shores being transferred is to be determined os follows:
'REAL VALUE OF SHARES TRANSFERRED |
Sec 1 of the % of f the company as rep ¥
“A'is the pr g share capil by inal value of - [10%
‘B'is the p ige of the total i pany by the total veting
rights attached to those shares. 10%
‘Cisthe g th v
2 to the holder of those shares. 10%

¥ b Y=(0.4x A)+(0.2xB) +(0.4 X C;

the g¢ =(0.4xA)+(0.2xB) +(0.4xC) 10%

© Malta Institute of Taxation 2023
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Secll:C real value of company (6) and (7) of the Capital Gains Rules, 1993: |
a  Total Net Asset Value of the company: €300,000
b RealValue of shares held i

at least 10% of the nominal value of the issucd share capital
of that other withrule S
of the Capital Gains Rules 1993
Company. Income Tax no. Real Value
Blue Limited 993058295 €489,120
€489,120
Deduct book value of shares held in the company
(as stated in the financial statements) (€120,000)
< Total real value of immovable property as stated in the
Architect’s Valuation (as per Part 6) €1,450,000
less value of il property (€750,000)
i to the value of i property: €700,000
d  Value of goodwilk: (as calculated in Sec IV below) €58,800
e Deductthe book value of shares referred toin rule 5(6)(d) of the
Capital Gains Rules, 1993: NIL
f  AddLiabilities in excess of the value of all assets as determined
in accordance with article 42(2)(c) of the Act: €50,000
g Total Adjusted real value of the Company €1,477,920
© Malta Institute of Taxation 2023
|
Adjusted real value of the
ey kot Py €1477,820
(mgher‘\;?C/A. ID"I“BI in Sec ) ol 10%
Real value of shares transferred
(@Xb) €147,792
d  Amount or value of ideration for €140,000
Amount cha le to d
(Higher of ¢ 25?:) - €147,792
f  Rateofdut ]
(€ESore2 2 lor every ane hundred euro or part thereof) €5 3‘
Amount of duty
ks TR0
SeclV: C P g the Volue of I
pany was in exi for the five g th
year in which the transfer is made:
Teckiaried 31 December
Profitbefore tax
Yearl Year2 Year3 Year 4 Year§ Total
€20,000 €25,000 €26,000 €36,000 €40,000 €147.000
Volue of goodwill: €58.800
Note: Where the transfer is mode during the company's first or secand financial year the value of goodil obove shol be 2610,

© Malta Institute of Taxation 2023
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« Transaction 5:

Mr White
ﬂ Third Party

Black Limited

60%

Blue Limited

Purple Limited

© Malta Institute of Taxation 2023
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Capital Gains:

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

© Malta Institute of Taxation 2023
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Schedule C
(Rule 5{(10))
Notice in terms of Rule 5(10) of the Capital Gains Rules, 1993
to be by a of shares where there is a transfer of
controlling interest

Part 1 - Details of Transferor

Name Mr Grey

Address 84, Triq il-Knisja, Siggiewi
ROC No (companigs only) N/A

Income Tax Regisiration No: 305769M

State the number of shares held by transferor immediately prior to the transfer:

Type Class Votes Nom Value | Number Date of
pershare | per share
Ordinary | N/A 1 €1 30,000 |1 March 2010

Part 2 - Details of Company in which shares are being transferred

Company Name

lack Limited
Income Tax Registration No 994859169

Company year end 31 December

Date of 1 March 2010

ROC No C 85838

Authorised share capital

150,000 ordinary shares with a nominal value of €1 each

Issued share capital

150.000 ordinary shares with a nominal value of €1 each

© Malta Institute of Taxation 2023

CASE STUDY 8
CAPITAL GAINS AND DUTY

State whether: (Yes or No)

The Company holds shares directly or indirectly in other companies.
(if Yes attach details)

The Company or any companies specified in (a) above own
immovable property at the date of the share transfer.
(if Yes attach details)

An increase or reduction in the share capital of the company took place
within eighteen months pricr to the date of the share transfer.
(if Yes attach details)

Any shares have been transferred by the transferor or a related party within
eighteen months prior to the date of the share transfer.
(if Yes attach details)

The company came into existence as a result of a restructuring.
(if Yes attach details specifying the date and whether a merger, division, etc)

Such shares are held by a company whose shareholders, directly or indirectly,

are all not resident in Malta,

The transfer is a transfer to which art 5(3)(a) of the act applies.

© Malta Institute of Taxation 2023
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Part 3 - Details of share transfer

a Date of share transfer 1 April 2023

b Number of shares held at date of transfer 30,000 ordinary shares with a nominal value of €1 each
c Number of shares transferred 30,000 ordinary shares with a nominal value of €1 each
d Consideration for shares transferred Cash consideration of €240.000

Give details of the shares transferred:

Type Class Votes Nom Value | Number Date of
per share | per share acquisition
Ordinary N/A 1 €1 30,000 |1 March 2010
MALTA
INSTITUTE
@ OF TAXATION
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Part 4 - Computation of the market value of the shares transferred
The market value of the shares being transferred is to be determined as follows:
et value of sferr t
\Suc 1:D ination of the % of the market value of the asrep by such shares
Type Class Homiinal Veting Nom Value Voting rights
Value rights. of shares of shares.
transferred transtemed
Issued share capital | Ordinary N/A €150.000| 150,000 | €45.000 | 45.000
Total €150,000 | 150,000 | €45,000 | 45,000
(A) (B) ©) D)
Percentage of the Market Value of company
(CIA) (D/B)
a State whether there has been a change in the issued share capital of the compan; MALTA
during the period of eighteen months preceding the transfer. @ 'c';‘l:5¥2')'~(-';$l oK
© Malta Institute of Taxation 2023 192
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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 .27) reflects the updated Schedule C applying the amended formula.

e

Type Class Company total Transferred shares
Nominal Voting Nominal Voting % of rights to
value rights value rights profits
distributable
to ordinary
Issued | Ordinary N/A €150,000 | 150,000 [€45,000 | 45.000 30%
share
capital
Total €150,000 | 150,000 |€45,000 | 45,000 30%
) B) © ) (E)
Percentage of the market value of company xxx) [ cmra+] pmra+| B4
30% (0.30x0.4)(0.30x0.2) (0.30x04)

CASE STUDY 8

Malta Institute of Taxation 2023

CAPITAL GAINS AND DUTY

Sec Il : Computation of Market value of company;

Total Net Asset Value of the company:

2
8 ——

0,01

Market Value of shares held in another company representing at least 10% of the
nominal value of the issued share capital of that other company, determined

in accordance with rule 5.

Com) Income Tax no. Market Value
Blue Limited 993058295 €489,120
Deduct book value of shares held in the company €120,000
(as stated in the financial statements)
Total market value of immovable property as stated in the [€1,520,000
Architect's Valuation (as per Part €)
less Total book value of immovable property {(€750,000
Adjustment to the value of immovable property: €770,000
Value of goodwill: (as calculated in Sec IV below)
Deduct book value of the shares referred to in Rule 5(6)(d): NIL
Total adjusted market value of the company: €1,497,920|

Malta Institute of Taxation 2023
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\Sec Ill : Market value of shares transferred:

Adjusted market value of the company
(Sec lie)

% of market value as represented by shares transferred or global transfer
(higher of C/A, D/B or Z in Sec |)

i

Market value of shares transferred or global transfer €449,376
(aXxb)

Total value taken into account for the purpose of determining the chargeable gain

arising from each of the relevant transactions preceding this transfer (€140,000)

Market value of shares transferred €309.376
(c-d)

Value of the consideration of shares transferred €240.,000
(Part 3d)

Value to be taken into account for the purpose of calculating any gain or loss

from the share transfer €309,376

(higher of e or f)

v MALTA
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Sec IV : Calculation of the amount representing the value of goodwill:

a

Where pany was in exi: for the five fi lal years ir diately preceding the
year in which the transfer is made:

Year ended 31 December
Year 1 Year 2 Year 3 Year 4 Year § Total

Profit before tax [ €20.000 [€25,000 [€26,000 [€36,000 | €40.000 |
€147,000
Value of goodwill: €58,800

Note: Where the transfer is made during the company's first or second financial year the
value of goodwill above shall be zero.
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+ Duty:

Rules for duty purposes.

€1,520,000 / €1,690,000 x 100 = 89.94%

The market value of Black Limited is to be calculated in accordance with the Capital Gains

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

Non-current assets of Black Limited €
Investment property
(€670,000 + €£850,000) 1,520,000
Investment in Blue Limited 120,000
Investment in Purple Limited 50,000 % e .
@ OF TAXATION
1,690,000
© Malta Institute of Taxation 2023 197
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CAPITAL GAINS AND DUTY
%E%S:mmmsn SIXTH SCHEDULE
PO (Rule 11(3))
| Notice in terms of Rule 11(3) of the Duty d Tr 1993 |
Staternent to be submitted by transferee in a tronsfer of company shares
PART 1- DETAILS OF TRANSFEROR AND TRANSFEREE
TRANSFEROR |
Nome Address ROCNo Income Tox 8
(companlesonly) | Registration No g,
Mr Grey 84, Triq il-Knisja, Siggiewi N/A 305769M
TRANSFEREE
Name Address ROCHNo Income Tax o
(companlesonly) | RegistrationNo |
Third party N/A N/A N/A
g MALTA
b INSTITUTE
@ OF TAXATION
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PART 2 - DETAILS OF COMPANY IN WHICH SHARES ARE BEING TRANSFERRED

CompanyMNeme | gjack Limited
Income Tax

Registration No 994859169
Company year end 31 December

Date of incorporation

1 March 2010

ROCNo

C 65838

Authorised
share capital

150,000 ordinary shares with a nominal value of €1 each

Issued share capital

150,000 ordinary shares with a nominal value of €1 each

See the Office’s Data Protection Policy on cfrgov.mt

State whether: (Yes or No)

a  The Company helds shares directly or indirectly in other companies.
(if Yes attach details)

Yes

b  The Company or any companies specified in (a) above own
immovable property at the date of the share transfer.
(if Yes attach details)

Yes

© Malta Institute of Taxation 2023

CASE STUDY 8
CAPITAL GAINS AND DUTY

PART 3 - DETAILS OF SHARE TRANSFER
a  Date of shore transfer 1 April 2023
30,000 ordinary shares with a
52 Pmbecan soma e nominal value of €1 each
€ Considecationfor shyare traneferred Cash consideration of €240,000
Give details of the shares tronsferred:
Value
Ordinary N/A 1 €1 30,000
PART 4 - COMPUTATION OF THE REAL VALUE OF THE SHARES TRANSFERRED
The real value of the shares being transferred is to be determined as follows:
REAL VALUE OF SHARES TRANSFERRED |
Secl of the % of the real shares |
‘Ais the per g pital reps by value of 20%
‘B'is the percentage of the total voting rights in pany the g
rights attached to those shares. 20%
Clsth £ the prof bk " i e ordi
repr the p for distribution to the holder of those shares. 20%
b i Y=(0.4xA)+(0.2 xB)+(0.4xC) 20%

© Malta Institute of Taxation 2023

Poge 02

g

=%

=%

MALTA
INSTITUTE
OF TAXATION

199

MALTA
INSTITUTE
OF TAXATION

200

13/04/2023

100



201

202

CASE STUDY 8
CAPITAL GAINS AND DUTY

Secll: C real value Y

5(6) and (7) of the Capital Gains Rules, 1993; |

© Malta Institute of Taxation 2023

Page 03

a  Total Net Asset Value of the company: €300.000
b Real Value of shares held in another company representing
at least 10% of the nominal value of the issued share capital
of that other company, determined in accordance with rule 5
of the Copital Gains Rules, 1993:
Company Income Tax no. Real Value
Blue Limited 993058295 €489,120
€489,120
Deduct book value of shares held in the company
(as (€120,000)
¢ Total real value of immovable property os stated in the
Architect's Valuation (as per Part 6) €1,520,000
less Total book value of immovable property (€750,000)
Adj; to the value of i property: €770,000
d  Volue of goodwill: (as calculated in Sec |V below) €58,800
e  Deduct the book value of shares referred toin rule S(6)(d) of the
Capital Gains Rules, 1993: NIL
f  Add Liabilities i f the value of all assets ‘mined
in accordance with article 42(2)(c) of the Act: : €50,000
g  Total Adjusted real value of the Company €1,547,920
© Malta Institute of Taxation 2023
|
Adjusted real value of the
- 1,547,920
b Percents of real volue as represented by shares transferred
{higher of C/A, D/B in Sec ) 20%
€  Realvalue of shares transferred
(aXb) €309,584
4 P €240,000
Amount chargeable to ¢
© el ag oA €309,584
f  Rateof duty
(€5 or € 2 for every one hundred euro or part thereof) €5
oot €15,480
SecIV:C the g the Valu
a the five financial p
year in which the transfer is mode:
or ded 31 December
Profit before tax
Yearl Year2 Year3 Year 4 Year§ Total
€20,000 €25,000 €26,000 €36,000 €40,000 €147,000
Value of goodwill; €58,800
Note: Whers the transfer is mode during the company's first o second financiol year the vaiue of goodwil above shol be zera.
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