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Direct Taxation 

January Newsletter - Issue 02/2023 

 

  

 

    Termination of Circulars for back-to-back financing 

arrangements  

 

 

 

We would like to inform you that the Commissioner of Taxation has issued Circular 

1/2023 clarifying that, as from 1 January 2022, Circular No. 3, dated 30.06.2017, and 

Circular No. 5, dated 2.1.2019, in relation to intra-group “back-to-back” financing 

transactions, are terminated and their provisions will no longer apply. 

 

As a result, the application of the simplification measures (2% after tax margin) on 

such transactions, is applicable only up to the 31st of December 2021. 

 

As from the 1st of January 2022, all related party transactions, including back-to-back 

financing arrangements, should comply with the arm’s length principle, and under 

certain circumstances, taxpayers may have the obligation to prepare a transfer 

pricing study and local file in relation to such transactions.  Please refer to our 
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Newsletter Issue 05/2022 regarding the transfer pricing rules and documentation 

requirements. 

 

For transactions with related parties that do not fall under the new transfer pricing 

rules, as these were introduced into the Income Tax Law on the 30th of June 2022, it 

is recommended to perform a benchmarking analysis to confirm that such 

transactions are carried out at arm’s length. 

 

For any further information and/or clarifications required please do not hesitate to 

contact us. 
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