
Scope of publication

This publication contains general and abridged information and is intended
for the sole use of tax specialists. It is not intended for third party use, nor
is it intended to be comprehensive, or to provide specific tax or other
professional advice or services.

Disclaimer to third parties

Important Notice and Disclaimer

This publication is not a substitute for professional advice or service, and it
should not be acted upon, relied on or used as a basis for any decision
which might affect you in any way whatsoever. Before making any decision
or taking any action therefore, please consult a qualified professional
advisor.

Whilst every effort has been made to ensure the accuracy of the
information contained herein, this cannot be guaranteed and IIM Business
Consultants Limited and/or any related entity shall not have any liability
whatsoever to any person or entity who relies on information contained in
this publication.
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UHY is an international association of independent accounting and consultancy firms, whose 
organising body is Urbach Hacker Young International Limited, a UK company. Each member of 
UHY is a separate and independent firm. Services to clients are provided by the member firms 
and not by Urbach Hacker Young International Limited. Neither Urbach Hacker Young 
International Limited nor any member of UHY has any liability for services provided by other 
members.

Third party links, including those to UHY member firms' own websites, are provided for the 
convenience of the users of this site. UHY does not control and is not responsible for any of these 
third party sites or their content. The links are provided on an "as is" basis and we make no 
warranty, express or implied, for the information provided within them.

This website is intended to provide general information on a particular subject(s). It is not an 
exhaustive treatment of any subject, nor does it create a business or professional service exhaustive treatment of any subject, nor does it create a business or professional service 
relationship. The information contained herein is not intended to constitute accounting, tax, 
investment, legal or other professional advice or services. Whilst we endeavour to ensure that the 
information on this site is correct, no warranty, express or implied, is given to its accuracy and we 
do not accept any liability for error or omission.

Whilst we shall use reasonable endeavours to ensure that this site is normally available 24 hours 
a day, we will not be liable if for any reason the site is unavailable at any time or for any period. 
Access to this site may be suspended temporarily and without notice in circumstances of system 
failure, maintenance or repair or for reasons beyond the control of UHY.
This website is intended for general guidance only. No responsibility for loss occasioned to any 
person acting or refraining from actions as a result of any material on this website can be 
accepted. By accessing any part of this site, you shall be deemed to have accepted these terms 
in full.
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Malta - March 2009

An alternative financial centre
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Malta: Regulatory Framework

The  frameworkThe  framework
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Malta: Regulatory Framework

Primary LegislationPrimary Legislation

•• Banking ActBanking Act

•• Financial Institutions ActFinancial Institutions Act

•• Insurance Business ActInsurance Business Act

•• Insurance Insurance Intermediaries ActIntermediaries Act

•• Investment Services ActInvestment Services Act

•• SpecialSpecial Funds Act [Retirement Pensions Act]Funds Act [Retirement Pensions Act]

•• Trustees and Trusts ActTrustees and Trusts Act

•• Malta Financial Services Authority ActMalta Financial Services Authority Act

•• Central Bank of Malta ActCentral Bank of Malta Act
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Malta: Regulatory Framework

Supporting LegislationSupporting Legislation

•• Companies (includes Limited Partnerships) ActCompanies (includes Limited Partnerships) Act

•• NettingNetting uponupon Insolvency ActInsolvency Act

•• Securitisation ActSecuritisation Act•• Securitisation ActSecuritisation Act

•• Prevention of Financial Market AbusePrevention of Financial Market Abuse ActAct

•• Professional Secrecy ActProfessional Secrecy Act

•• Prevention of Money Laundering ActPrevention of Money Laundering Act
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Malta: Regulatory Framework

TheThe MaltaMalta FinancialFinancial ServicesServices AuthorityAuthority (MFSA)(MFSA) isis thethe singlesingle
regulatorregulator forfor financialfinancial servicesservices

•• RegulatesRegulates banking,banking, financialfinancial institutions,institutions, insuranceinsurance
companies,companies, investmentinvestment servicesservices companies,companies, securities,securities,
stockstock exchangesexchanges andand listing,listing, trusttrust managementmanagementstockstock exchangesexchanges andand listing,listing, trusttrust managementmanagement
companies,companies, pensionpension schemesschemes

•• Autonomous public institution, selfAutonomous public institution, self--fundedfunded

Avoidance of Prescriptive Regulation to allow promoters the 
flexibility to operate
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Malta: Regulatory Framework

Houses the Financial Intelligence Houses the Financial Intelligence 

Analysis UnitAnalysis Unit

•• Money laundering regulations:Money laundering regulations:

–– Identification proceduresIdentification procedures

–– Internal reporting proceduresInternal reporting procedures–– Internal reporting proceduresInternal reporting procedures

–– Record keeping proceduresRecord keeping procedures

–– Staff training proceduresStaff training procedures

•• Requirements:Requirements:

–– Evidence of identificationEvidence of identification

–– Due diligence declarationsDue diligence declarations

–– Notification of change of circumstancesNotification of change of circumstances
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Malta: International conformity & recognition

•• FATF FATF –– Financial Action Task ForceFinancial Action Task Force (1999)(1999)

•• OECD OECD –– Organisation for Economic CoOrganisation for Economic Co--

operation and Developmentoperation and Development (2000)(2000)

•• Council of Europe Money Laundering Council of Europe Money Laundering •• Council of Europe Money Laundering Council of Europe Money Laundering 

CommitteeCommittee (2001)(2001)

•• EU Peer ReviewEU Peer Review (2002)(2002)

•• International Monetary Fund International Monetary Fund –– full FSAP (2003)full FSAP (2003)

•• IMF Biennial Internal AuditIMF Biennial Internal Audit
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Malta: Credits

•• ““MaltaMalta embracesembraces internationalinternational taxtax standardsstandards forfor transparencytransparency
andand exchangeexchange ofof informationinformation andand hashas joinedjoined OECDOECD membermember
countriescountries inin committingcommitting toto eliminateeliminate harmfulharmful taxtax practicespractices..””

( ( OECD Official News Release, June 2000 OECD Official News Release, June 2000 ))

•• ““ levellevel ofof compliancecompliance withwith thethe FATFFATF 4040 ++ 99 recommendationsrecommendations
foundfound toto bebe ofof aa generallygenerally highhigh standardstandard withwith aa compliantcompliant andand
largelylargely compliantcompliant ratingrating beingbeing givengiven inin respectrespect ofof thethe majoritymajority ofoflargelylargely compliantcompliant ratingrating beingbeing givengiven inin respectrespect ofof thethe majoritymajority ofof
recommendationsrecommendations..

( ( ““Third Round Detailed Assessment Report on Malta” Council of Europe Select Third Round Detailed Assessment Report on Malta” Council of Europe Select 
Committee of Experts on the Evaluation of AntiCommittee of Experts on the Evaluation of Anti--Money Laundering Measures Money Laundering Measures 

MONEYVAL,  November, 2007 )MONEYVAL,  November, 2007 )

•• “Malta’s“Malta’s financialfinancial systemsystem appearsappears toto bebe healthyhealthy andand wellwell
supervisedsupervised …….. MaltaMalta hashas aa comprehensivecomprehensive legallegal frameworkframework andand
stronglystrongly adheresadheres toto mostmost ofof thethe internationalinternational standardsstandards andand
codescodes…….. TheThe authoritiesauthorities havehave undertakenundertaken majormajor effortsefforts inin
strengtheningstrengthening thethe supervisorysupervisory framework”framework”
(International Monetary Fund, Financial System Stability Assessment (FSSA), (International Monetary Fund, Financial System Stability Assessment (FSSA), 

September 2003)September 2003)
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Malta Malta -- March 2009March 2009

Insurance and Reinsurance Business
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Malta: Insurance and reinsurance

• transposes the European Union Insurance and
Reinsurance rules and provides for passporting of
services and freedom of establishment in line with the EU
single market concept;

• reflects Malta’s international commitments, in particular
the WTO and provides a procedure for exchange ofthe WTO and provides a procedure for exchange of
information between the MFSA and foreign insurance
regulatory authorities, other local or overseas regulatory,
judicial or enforcement authorities;

• legislation creates a favorable regulatory and competitive
environment particularly in potential growth areas such as
affiliated (captive) insurance and insurance management
companies operating carrying out international business.
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Malta: Regulatory Framework

Protected Cell CompaniesProtected Cell Companies

•• Only EU country with PCC legislationOnly EU country with PCC legislation

•• Modeled to a large extentModeled to a large extent on the provisions of the Guernsey Protected on the provisions of the Guernsey Protected 
Cell Companies Ordinance, 1997Cell Companies Ordinance, 1997;;

•• Protected Cell Company provisions also apply to all insurance Protected Cell Company provisions also apply to all insurance 
companies, insurance managers and insurance brokers;companies, insurance managers and insurance brokers;companies, insurance managers and insurance brokers;companies, insurance managers and insurance brokers;

Key features:Key features:

•• Segregation of Cellular Assets and LiabilitiesSegregation of Cellular Assets and Liabilities from Core and other Cells;from Core and other Cells;

•• Lower capital requirements for Cells as they share test with the Core and Lower capital requirements for Cells as they share test with the Core and 
Cells;Cells;

•• Minimum Own Funds requirements apply to the PCC as a whole not the Minimum Own Funds requirements apply to the PCC as a whole not the 
Cell;Cell;

•• Adequate solvency margin must be maintained by each Cell;Adequate solvency margin must be maintained by each Cell;

•• ‘Secondary recourse’ to Core capital in case of insolvency of a Cell;‘Secondary recourse’ to Core capital in case of insolvency of a Cell;

•• Cellular AssetsCellular Assets may be transferred to another PCC with MFSA approval.may be transferred to another PCC with MFSA approval.
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Quality Winner Highly 
Commended

Also 
Mentioned

Tailored

Regulation

South 
Carolina

MaltaMalta Nevada

Hawaii

Gibraltar

Malta: Best developing domiciles

Source: Reactions Research 2006

Accessibility South 
Carolina

MaltaMalta New York

Hawaii

Gibraltar

Cost MaltaMalta South 
Carolina

Nevada

Hawaii
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EU CountriesEU Countries
Other Other 

European European 
CountriesCountries

Rest of the WorldRest of the World

AustriaAustria LatviaLatvia AlbaniaAlbania AustraliaAustralia PakistanPakistan

BelgiumBelgium LithuaniaLithuania CroatiaCroatia BarbadosBarbados SingaporeSingapore

BulgariaBulgaria LuxembourgLuxembourg IcelandIceland CanadaCanada S. AfricaS. Africa

CyprusCyprus NetherlandsNetherlands NorwayNorway ChinaChina SyriaSyria

Czech Czech PolandPoland San MarinoSan Marino EgyptEgypt TunisiaTunisia

Malta: Double Tax Treaties

Czech Czech 
Rep.Rep.

PolandPoland San MarinoSan Marino EgyptEgypt TunisiaTunisia

DenmarkDenmark PortugalPortugal SwitzerlandSwitzerland IndiaIndia U.S.U.S.

EstoniaEstonia RomaniaRomania S.KoreaS.Korea

FinlandFinland SlovakiaSlovakia KuwaitKuwait

FranceFrance SloveniaSlovenia LebanonLebanon

GermanyGermany SpainSpain LibyaLibya

HungaryHungary SwedenSweden MalaysiaMalaysia

ItalyItaly UKUK MoroccoMorocco
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Malta - March 2009

The Company Tax System in Malta
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Malta - The Company Tax System

1.1. Companies are subject to tax at 35%.Companies are subject to tax at 35%.

1.1. Income from all sources, including capital gains is Income from all sources, including capital gains is 
aggregated for the purposes of tax.aggregated for the purposes of tax.

2.2. TaxTax isis ultimatelyultimately borneborne byby shareholdershareholder dependingdepending onon hishis2.2. TaxTax isis ultimatelyultimately borneborne byby shareholdershareholder dependingdepending onon hishis
taxtax status,status, sincesince Malta’sMalta’s taxtax systemsystem adoptsadopts aa fullfull
imputationimputation systemsystem..

3.3. Effective system for relief of double taxation.Effective system for relief of double taxation.

4.4. Compliant with EU law.Compliant with EU law.
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•• Taxed corporate vehicles:Taxed corporate vehicles:

–– Limited liability companiesLimited liability companies

•• Plc (public) Plc (public) 

•• Ltd (private)Ltd (private)

–– Partnership Partnership en commandite,en commandite, the capital of which is divided into shares.the capital of which is divided into shares.

Malta: Corporate vehicles

�� Taxed at 35%Taxed at 35%

�� Foreign branches in Malta treated as local companies for tax purposes.Foreign branches in Malta treated as local companies for tax purposes.

�� Annual audit/accounts to be IFRS compliant.Annual audit/accounts to be IFRS compliant.

�� Share capital may be effected in any foreign convertible currency Share capital may be effected in any foreign convertible currency 
(company’s reporting currency).(company’s reporting currency).

�� Tax is payable in the company’s reporting currency.Tax is payable in the company’s reporting currency.

�� Any applicable refund of tax is made in the company’s reporting Any applicable refund of tax is made in the company’s reporting 
currency.currency.
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•• DefinitionDefinition:: shareholdersshareholders receivereceive fullfull creditcredit forfor anyany taxtax paidpaid
byby thethe companycompany onon profitsprofits distributeddistributed asas dividends,dividends,
therebythereby avoidingavoiding doubledouble taxationtaxation..

•• ExcessExcess imputationimputation taxtax creditscredits areare refundablerefundable wherewhere thethe
shareholdershareholder isis liableliable toto taxtax inin MaltaMalta onon thethe dividenddividend atat aa

Malta: Full Imputation System

shareholdershareholder isis liableliable toto taxtax inin MaltaMalta onon thethe dividenddividend atat aa
raterate whichwhich isis lowerlower thanthan thethe companycompany raterate ofof taxtax (ie(ie.. 3535%%))..

•• TaxTax duedue byby companycompany (Advanced(Advanced CompanyCompany IncomeIncome Tax)Tax)
onon thethe earlierearlier ofof::

–– 1818 monthsmonths fromfrom yearyear endend (subject(subject toto certaincertain
conditions),conditions), oror

–– withinwithin stipulatedstipulated timetime frameframe followingfollowing thethe paymentpayment ofof aa
dividenddividend..
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Taxation of Company XYZ Ltd. €

Chargeable Income 100 

Tax @ 35% 35 

Profit after taxation available for distribution 65

Malta: Full Imputation System

Profit after taxation available for distribution 65

Taxation of the shareholder receiving dividend €

Gross Dividend 100 

Tax deducted by XYZ Ltd. 35 

Net dividend 65
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Malta Effective System for Relief of Malta Effective System for Relief of 
Double TaxationDouble Taxation

•• Unilateral relief, including credit system Unilateral relief, including credit system 

for relief of underlying tax.for relief of underlying tax.

•• OECDOECD--based Tax Treaty Network.based Tax Treaty Network.

•• EU ParentEU Parent--Subsidiary Directive.Subsidiary Directive.

•• EU Interest & Royalties Directive.EU Interest & Royalties Directive.

•• Participation ExemptionParticipation Exemption.
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Malta : Unilateral Relief

•• AllowedAllowed inin casescases wherewhere foreignforeign taxtax isis sufferedsuffered onon
incomeincome receivedreceived fromfrom aa countrycountry withwith whichwhich MaltaMalta hashas
nono taxtax treatytreaty..

•• TheThe foreignforeign taxtax sufferedsuffered isis allowedallowed asas aa creditcredit
againstagainst thethe taxtax chargeablechargeable inin MaltaMalta onon thethe grossgross
chargeablechargeable incomeincome..chargeablechargeable incomeincome..

•• CreditCredit shallshall notnot exceedexceed thethe totaltotal taxtax liabilityliability inin MaltaMalta
onon thethe foreignforeign sourcedsourced incomeincome..

•• WhenWhen claimingclaiming unilateralunilateral relief,relief, thethe taxpayertaxpayer mustmust
provideprovide evidenceevidence toto IRIR
–– thatthat thethe IncomeIncome arosearose overseasoverseas
–– thatthat thethe IncomeIncome sufferedsuffered foreignforeign taxtax;; andand
–– thethe amountamount ofof foreignforeign taxtax sufferedsuffered..
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A PH arises where the Malta Company:A PH arises where the Malta Company:

–– Holds > 10% of the equity shares of a foreign company; orHolds > 10% of the equity shares of a foreign company; or

–– Holds at least 1 equity share in said foreign company and Holds at least 1 equity share in said foreign company and 
has an option over the balance; orhas an option over the balance; or

–– Holds at least 1 equity share in said foreign company and Holds at least 1 equity share in said foreign company and 

Malta: Participating Holding (PH)

–– Holds at least 1 equity share in said foreign company and Holds at least 1 equity share in said foreign company and 
has a right of first refusal over the balance; orhas a right of first refusal over the balance; or

–– Holds at least 1 equity share in said foreign company and Holds at least 1 equity share in said foreign company and 
has the power to appoint a director; orhas the power to appoint a director; or

–– Has an equity shareholding in said foreign company of at Has an equity shareholding in said foreign company of at 
least least €€1.165m which has been held for an uninterrupted 1.165m which has been held for an uninterrupted 
period of at least 183 days; orperiod of at least 183 days; or

–– Holds equity shares in said foreign company in furtherance Holds equity shares in said foreign company in furtherance 
of its business provided that it is not held as trading stock.of its business provided that it is not held as trading stock.
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Participating Holding (PH)- Exemption

• At the option of the taxpayer, dividends and capital gains derived from
a PH are exempt from Malta tax.

• If the PH is acquired after 01/01/2007, the foreign Company must:

– be resident or incorporated in an EU country or territory; OR

– be subject to any foreign tax of at least 15%; OR

– not have more than 50% of its income derived from passive
interest or royalties.

Where none of the conditions set out above are satisfied then
both of the following two conditions must be satisfied for the
income to be eligible for the participation exemption :

– the equity holding by the company registered in Malta in the body
of persons not resident in Malta is not a portfolio investment and
for this purpose the holding of shares by a company registered in
Malta in a body of persons not resident in Malta which derives
more than 50% of its income from portfolio investments shall be
deemed to be a portfolio investment; AND

– the body of persons not resident in Malta or its passive interest or
royalties have been subject to any foreign tax at a rate which is
not less than 5%.
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Compliant with EU law- Outline 2007 Reform

•• ExtensionExtension ofof MaltaMalta taxtax refundrefund systemsystem toto dividendsdividends
derivedderived byby allall personspersons fromfrom allall sourcessources withwith thethe
exceptionexception ofof profitsprofits derivedderived fromfrom immovableimmovable propertyproperty
situatedsituated inin MaltaMalta..

•• PhasingPhasing outout ofof thethe InternationalInternational TradingTrading CompanyCompany•• PhasingPhasing outout ofof thethe InternationalInternational TradingTrading CompanyCompany
regimeregime..

•• ExtensionExtension ofof MaltaMalta taxtax refundrefund systemsystem toto thethe
shareholdersshareholders ofof companiescompanies havinghaving aa MaltaMalta branchbranch..

•• IntroductionIntroduction ofof ParticipationParticipation ExemptionExemption..
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A practical example

How it works …

A practical example
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At shareholder level of Maltese company
Participating 

Holdings

Other    

income

( Illustrative example – XYZ Limited cont.) Res

Coy

N/R

person

Res 

Coy

N/R

person

Net dividend received Net dividend received 650 650 650 650

Grossed up dividendGrossed up dividend 1000 1000 1000 1000

Tax at sourceTax at source 350 350 350 350

ACIT Refund 100% ACIT Refund 100% -- Part. HoldingPart. Holding 350 350 - -

ACIT Refund other income ACIT Refund other income -- 6/76/7 - - 300 300

ACIT Refund passive income ACIT Refund passive income -- 5/75/7 250 250 250 250ACIT Refund passive income ACIT Refund passive income -- 5/75/7 250 250 250 250

Imputation credit to shareholder 

Effective combined level of taxation of corporate profits in

Malta 

Part. HoldingPart. Holding 0 0

Other incomeOther income 50 50

Passive incomePassive income 100 100 100 100

Final effective tax rate on other income 5% 5%

Final effective tax rate on passive income 10% 10% 10% 10%
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Malta – indicative refund 
timelines

Company formed 01.01.08

Shareholder registered for refunds 01.01.08

Income received 30.06.08

Accounting year closes 31.12.08

Audit concluded 15.03.09

Dividend paid 31.03.09

Tax paid by company 31.03.09

Refund received by shareholder Refund received by shareholder 14.04.0914.04.09
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Malta - other key tax points

•• No withholding taxes on interest and royalties to nonNo withholding taxes on interest and royalties to non--
residents.residents.

•• No withholding tax on dividend payments.No withholding tax on dividend payments.

•• Group relief system.Group relief system.

•• Possible to migrate companies to and from Malta.Possible to migrate companies to and from Malta.

•• No capital duties or wealth taxes No capital duties or wealth taxes –– maximum company maximum company 
registration fees registration fees €€1,753.1,753.
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• Basis of Company/partnership and contract law.

• Choice of accounting year-end.

• Variable share capital companies (SICAVS).

• Defined capital reduction rules.

Malta: Company Law

• Relative ease of incorporation for non-regulated 
entities.

• Low minimum capital requirements.

• Low registration and maintenance costs.

• Audited accounts must be prepared in accordance with 
IFRS and filed for public inspection.
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Relevant Links:

• www.iimconsultants.com

• www.gov.mt

• www.ifsp.org.mt

• www.ird.gov.mt

• www.mfsa.com.mt

• www.financemalta.org
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