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Income tax is levied on income in general as well as on certain specified capital 
gains in terms of the Maltese Income Tax Act (ITA), Chapter 123 of the Laws of 
Malta. 

The standard corporate tax rate in Malta is 35%.

Income is categorised under the following headings:

• gains or profits from a trade, business, profession or vocation;
• gains or profits from an employment or office;
• dividends, premiums, interest or discounts;
• pension, charge, annuity or annual payment;
• rents, royalties, premiums and any other profits arising from property;
• gains or profits not falling under the above categories.

Whereas all sources of income are taxable, only certain types of capital gains are 
subject to tax in Malta. Capital Gains are tackled in Section 3.4 of this handbook.

Main Features



Persons who are ordinarily resident and domiciled in Malta are 
liable to tax on their world-wide chargeable income and capital 
gains, i.e. on all sources of income and capital gains irrespective of 
their source.

A person who is resident but not ordinarily resident and domiciled 
in Malta is subject to tax on:

•  income and capital gains arising in Malta; and 
•  income arising outside Malta and received in Malta. 

Foreign capital gains derived by persons who are resident but not 
ordinarily resident and domiciled in Malta are not subject to tax in 
Malta.

A person who is not resident in Malta is subject to tax on chargeable 
income and capital gains arising in Malta.

Jurisdiction to Tax



The rules set out in the ITA for calculating 
chargeable income (i.e. profit for income 
tax purposes) are not necessarily the same 
as the rules that apply to calculating profit 
in other circumstances (for example the 
rules for determining accounting profit 
and loss under an accounting framework 
such as International Financial Reporting 
Standards [IFRSs]). Accordingly, whether 
an expense can be taken into account for 
calculating taxable profits depends solely 
on whether the ITA (and/or rules issued 
under the ITA) allows that expense to be 
considered deductible.

Article 14(1) of the ITA states that a person 
is entitled to claim a deduction for all 
expenses incurred to the extent that they 
were wholly and exclusively incurred in the 
production of the income. Therefore, for 

any expense to be treated as deductible, a 
direct link must exist between the item of 
expenditure and the income against which 
it is to be deducted. 

However, there are specific items of 
expenditure that are never deductible. 
These include: 

• the cost of any improvements.
• losses or expenses which are 

recoverable under any insurance or 
contract of indemnity;

• rent of any premises or part of 
premises not paid for the purpose of 
producing the income;

• any payments of a voluntary nature, 
such as gifts and donations; 
 

Determination of 
chargeable income



• certain payments of interest, discount or 
premium paid or payable to a person not 
resident in Malta;

• depreciation of Fixed Assets;
• ines and penalties;
• provisions.

In addition to the above, Article 14(1) of 
the ITA also includes specific examples of 
deductible expenses such as:

• interest;
• rent;
• repairs;
• bad debts (subject to satisfying a number 

of conditions set out in the guidelines 
issued by the Inland Revenue);

• pensions;
• childcare services paid by an employer;
• capital allowances and trading losses.

Other allowable deductions include pre-
trading expenses. Such expenses are 
deductible in so far that:

1. the said expenses are incurred not 
earlier than 18 months prior to the 
commencement of the business; 

2. the expenses would have been deductible 
if the business was producing income; 
and

3. the expense consists of staff training, 
salaries and wages, and advertising.

A company that is registered in Malta may also 
be entitled to claim exemptions on certain types 
of income. 

An exemption which is very commonly availed 
of is the participation exemption - this is dealt 
with in Section 4.3 of this handbook.



Capital gains are subject to tax if they are 
derived from the transfer (including any 
alienation under any title) of:

• immovable property;
• securities (defined as shares and 

stock and suchlike instruments that 
participate in any way in the profits 
of the company and whose return is 
not limited to a fixed rate of return, 
units in a collective investment 
scheme and units and suchlike 
instruments relating to linked long- 
term business of insurance);

• business, goodwill, business 
permits, copyright, patents, 
trademarks, trade-names and any 
other intellectual property;

• beneficial interest in a trust;

• interest in a partnership;
• market value of shares through a 

change in the issued share capital or 
voting rights of a company.

There are instances where transfers of 
any of the above assets may qualify for 
an exemption or deferral of income tax, 
for example, when an asset is transferred 
within a group of companies as defined in 
the ITA.

Furthermore, most transfers of immovable 
property are subject to a final withholding 
tax on the transfer value, instead of 
taxed on the capital gain. The rates of 
final withholding tax on the transfer of 
immovable property range from 2% to 
12%, depending on the type of transfer. 

Capital Gains



The ITA states that a loss incurred in any 
trade, business, profession or vocation may 
be offset against any other taxable income 
or capital gains that has been derived during 
the year.

The loss can only be used if, had there been 
a profit, it would have been subject to income 
tax. Similarly, a loss arising on an activity 
that, if profitable would have yielded exempt 
income, may not be taken as a trading loss.

The loss is to be calculated in the same 
manner as profits. Therefore, a loss exists 
for income tax purposes if a negative figure 
remains after adjusting for all the allowable 
deductions (apart from capital allowances).
Furthermore, if there is insufficient income 
against which to set off these expenses, 

then the unabsorbed balance may be carried 
forward indefinitely and absorbed against 
future income sources until the whole 
amount is utilised. This unabsorbed balance 
shall be recorded in each respective tax 
return until it has been fully absorbed.

Alternatively, rather than carrying the loss 
forward to future periods, the ITA allows 
a company to surrender a trading loss to 
another company if that other company 
forms part of the same “group.”

For two companies to be treated as forming 
part of the same group, both companies 
must be resident in Malta and not resident in 
any other country for tax purposes.

 

 Losses



Furthermore, one of the companies must be a 51% subsidiary of the other 
or both must be a 51% subsidiary of a third company resident in Malta.

A company is considered to be a 51% subsidiary of another if:

1. more than 50% of its ordinary share capital and voting rights are 
owned directly or indirectly by the parent company; and

2. the parent company is beneficially entitled either directly or 
indirectly to more than 50% of any profits available for distribution 
to the ordinary shareholders of the subsidiary company; and 

3. the parent company would be beneficially entitled either directly 
or indirectly to more than 50% of any assets of the subsidiary 
company available for distribution to its ordinary shareholders on a 
winding up.

Merely satisfying the definition of a group is not sufficient to be eligible to 
claim group loss relief. Other conditions must also be satisfied.

Losses



Rental income

The ITA provides for specific rules which deal with the deduction of expenses against income 
derived from immovable property, subject to this income not being considered as deriving 
from a trade or business.

The only expenses that are allowed as a deduction against the income are the following:

• interest – any interest incurred on the funds borrowed to acquire the property;
• rent and ground rent;
• license fees; 
• maintenance allowance – a 20% further deduction is allowed against the income from 

the property after deducting the rent, ground rent and license fees from such income.

The rental income derived from such immovable property will be taxed at 35% after factoring 
in the above deductions.

Alternatively, the company may opt to have the rental income on immovable property taxed at 
a flat rate of 15%. Such tax will be final and no deductions may be made against such income 
should the company opt for this.



Investment income

Income that qualifies as investment income may be subject to a 15% final withholding tax, 
at the option of the taxpayer.

Investment income includes:

• bank interest;
• interest, discounts or premiums payable by the Government of Malta;
• interest, discounts or premiums payable by a corporation or authority established 

by law;
• interest, discounts or premiums payable in respect of a public issue in Malta by a 

company, or other legal entity whether resident in Malta or otherwise;
• capital gains arising on the disposal of shares or units in a collective investment 

scheme licensed under the Investment Services Act, where the collective 
investment scheme redeems, liquidates or cancels such shares or units;

• capital gains arising on the surrender or maturity of units and suchlike instruments 
relating to linked long term business of insurance;

• certain dividends and tax refunds.



Tax filings

30th March of the following year

30th April of the following year

• Manual filing of income tax return and 
self-assessment for companies with 
a financial year ending between 1st 
January and 30th June 

• Payment of settlement tax for 
companies with a financial year ending 
between 1st January and 30th June

• Manual filing of income tax return and 
self-assessment for companies with a 
financial year ending 31st July



31st May of the following year

30th June of the following year

• Payment of settlement tax for 
companies with a financial year 
ending 31st July 

• Manual filing of income tax return and 
self-assessment for companies with a 
financial year ending 31st August  

• Payment of settlement tax for 
companies with a financial year 
ending 31st August 

• Extended electronic filing of income 
tax return and self-assessment for 
companies with financial year ending 
between 1st January and 30th June 

Tax filings



31st July of the following year

• Manual filing of income tax return and self-
assessment for companies with a financial 
year ending 30th September  

• Payment of settlement tax for companies 
with a financial year ending 30th September  

• Payment of 15% tax on rental income and 
filing of rental income declaration form

• Manual filing of income tax return and self-
assessment for companies with a financial 
year ending 31st October  

• Extended electronic filing of income tax 
return and self-assessment for companies 
with financial year ending 31st August



31st August of the following year

• Payment of settlement tax for 
companies with a financial year 
ending 31st October

• Manual filing of income tax return and 
self-assessment for companies with a 
financial year ending 30th November  

• Extended electronic filing of income 
tax return and self-assessment for 
companies with financial year ending 
30th September 

• Payment of settlement tax for 
companies with a financial year 
ending 30th November

Tax filings



30th September of the following year • Manual filing of income tax return and 
self-assessment for companies with a 
financial year ending 31st December  

• Payment of settlement tax for 
companies with a financial year 
ending 31st December  

• Extended electronic filing of income 
tax return and self-assessment for 
companies with financial year ending 
31st October 

• Country by Country Reports (CbCR) 

• CbCR Notifications



30th November of the following year

31st October of the following year • Extended electronic filing of income 
tax return and self-assessment for 
companies with financial year ending 
30th November

• Extended electronic filing of income 
tax return and self-assessment for 
companies with financial year ending 
31st December

Tax filings

Period Date due

January – April 30th April

May – August 31st August

September – December 21st December

Should any of the above deadlines not be adhered to penalties will be applicable on any late submissions of tax 
returns whilst interest at the rate of 0.54% on the amount of tax payable will be incurred for every month in default.

Provisional
tax payments


