
The board is pleased to announce the opening of ARQ’s first overseas branch 
office. 

The office is located in The World Trade Centre Towers, one of the most prestigious office 
buildings in Colombo, Sri Lanka and is right in the heart of the capital city’s Central Business 
District and within walking distance to the major beachfront hotels including the Taj, The 
Kingsbury and the Four Seasons. The office is on the 28th Floor of the West Tower and is 
managed by ARQ Advisory PVT Ltd., a joint venture between Bluestone Management and 
ARQ Group. With the establishment of this office, ARQ is consolidating its efforts to develop 
an advisory footprint in this country and sets down a clear marker for both the business 
community as well as government bodies in keeping with our group’s ongoing efforts and 
commitment towards providing high level advisory services to both the private as well as 
the public sector. 

Sri Lanka is a dynamic, emerging market which is rebuilding after almost 26 years of civil war in which key infrastructure was damaged or completely 
destroyed. With much ground to cover after years where the country’s GDP was adversely affected by the conflict, the country is attracting investment from 
overseas, particularly China which is aggressively financing major infrastructure projects in this country as part of its One Road, One Belt master plan. 
ARQ’s presence in Sri Lanka is aimed at building further on the positive reaction to our initial efforts to tap into this market together with our domestic 
partners, Bluestone Management. For further info, contact David Borg on dborg@arqgroup.com

HALF YEAR HIGHLIGHTS

Legal Overview of the Avoidance of Damage 
to Third Party Property Regulations, 2019

The Production of Cannabis for Medicinal & 
Research Purposes in Malta

Malta implements the EU’s Anti-Tax Avoidance 
Directive 

August
2019

On the 13th June 2019, the Government of Malta ordered an immediate suspension of any 
works being carried out across Malta and Gozo. Read more on page 8.

The Production of Cannabis for Medicinal and Research Purposes Act brought along with 
it the possibility of producing cannabis in Malta however this is restricted to research for 
pharmaceutical, pharmacological and / or clinical purposes. Read more on page 7.

In early 2019, Malta implemented the regulations of the EU Anti-Tax Avoidance Directive (ATAD) 
which provide for minimum harmonisation in various areas of tax. Read more on page 11.

NEW ARQ OFFICE IN SRI LANKA

mailto:dborg%40arqgroup.com?subject=
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A NOTE FROM THE EDITOR

They say “time flies when you are having 
fun” and also that “time flies when you are 
getting old”, well in my case both apply.  It 
has been an exciting and extremely busy 
year at ARQ Group and so this newsletter is 
long overdue and jam-packed with just some 
of the key news items and activities that the 
team have been involved in at the half year 
mark. 

Feb saw the launch of our fresh, new 
corporate identity and most recently the 
organisation reached a record 100 staff 
members.  It is great to be a part of this 
talented, multi-disciplined and culturally 
diverse team that brings a synergy to the 
workplace and in everything that we do. In 
the fast evolving and demanding business 
world that we face today, ARQ is truly well 
positioned to be able to offer a range and 
depth of solutions to meet the specific 
requirements of our clients, and we continue 
to evolve and grow accordingly.

Looking ahead, we are giving priority not 
only to what we do, but how we do it.  We 
have a customer survey running for the 
month of August and we invite all our clients 
to give us their valuable feedback regarding 
our levels of customer service.  We will 
adopt an ongoing and intensive programme 
adopted from the Japanese term, Kaizen, 
which refers to the continuous improvement 
of all employees from entry level right up to 
partners.

If I can just end off with another quote about 
‘time’:- “The bad news is time flies. The 
good news is you’re the pilot”.  We hope that 
you enjoy all our news and views contained 
in the pages to follow and that you make the 
most of the remaining half of 2019!

- The Ed.

Formation of a Fiscal Unit

In a fiscal unit, subsidiaries are referred to as 
transparent companies, whereas the parent 
company is referred to as the principal taxpayer.

A fiscal unit may be formed by a parent company 
together with one or more of its 95% subsidiaries 
with the condition that all companies have the 
same accounting period, subject to the approval of 
the other holders of the subsidiaries (excluding the 
parent company). In the case where a subsidiary 
is itself a parent company of one or more 95% 
subsidiaries, its transparent companies shall 
join the same fiscal unit originally formed by the 
parent company of such subsidiary. This avoids 
having companies forming part of more than one 
fiscal unit, which is not allowed under these rules.

Obligations of the parent company as the 
principal taxpayer of the fiscal unit

Once a fiscal unit is formed, the principal taxpayer 
assumes all rights, duties and obligations under 
the Income Tax Acts relative to the fiscal unit. 
Any balances carried forward under the Act, 
such as tax credits, as well as balances of profits 
allocated to tax accounts, are considered to be 
balances of the principal taxpayer. This means 
that the chargeable income of the fiscal unit is 
computed as if such income was derived by and in 
the name of the principal taxpayer.

Furthermore, transactions carried out within the 
fiscal unit, subject to some exclusions, shall not 
be taken into account.  Other conditions exist as to 
the calculation of chargeable income applying to 
specified circumstances.

The principal taxpayer would also be responsible 
to prepare a set of audited consolidated financial 
statements covering all companies forming part 
of the fiscal unit, on which the tax return of the 
fiscal unit would be based. Although, the tax 
return of the fiscal unit would be filed by the 
principal taxpayer, all companies forming part of 
the fiscal unit would be jointly and severally liable 
for the payment of tax, additional tax and interest 
due by the fiscal unit.

Changes to the fiscal unit

In the case where a transparent company is no 
longer a 95% subsidiary or no longer has the 
same accounting period as the fiscal unit, such 
company would no longer be deemed to form part 
of the fiscal unit.

If an existing company no longer forms part of the 
fiscal unit, or the fiscal unit ceases to exist, any 
balances of trading losses, capital allowances, 
losses claimed under the group loss relief, and 
profits allocated to tax accounts shall be retained 
by the principal taxpayer.

As from year of assessment 2020, groups of companies may make an election to be considered 
as one fiscal unit in terms of the Income Tax Act. As a result, they would file only one income tax 
return in respect of all the companies forming part of that fiscal unit.

MALTA INTRODUCES RULES 
ON TAX CONSOLIDATION

WE TAKE A 360O VIEW.

MALTA INTRODUCES RULES
ON TAX CONSOLIDATION

ARQ is an integration of talented professionals 
from different disciplines working seamlessly 
together to deliver bespoke solutions that 
drive our clients growth & success

If you would like to assess whether these tax rules may apply to your group of companies or 
for further information, please get in touch with Nicky Gouder on ngouder@arqgroup.com or 

Luana Farrugia on lfarrugia@arqgroup.com. 

August 2019
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Prior to the launch of these guidelines, 
effective use and enjoyment of the yacht 
within EU waters was determined by 
reference to the size and type of boat, 
rather than actual use.

The following conditions must be satisfied 
for the rules to apply:

1. The lessor must possess a valid 
Maltese VAT number.

2. The yacht must be in Malta at the 
commencement of the lease, such 
that the place of supply for VAT 
purposes would be Malta.

3. The lease agreement entered into 
between the lessor and the lessee 
must presented to the Commissioner 
for Revenue.

4. Prior approval from the VAT 
Department must be obtained for the 
lessor to apply Maltese VAT on the 
basis of effective use and enjoyment.

5. The lessor must keep appropriate 
records to prove the actual use and 
enjoyment within and outside EU 
waters.

6. An annual declaration must be filed 
with the Commissioner for Revenue.

VAT calculation

The actual use and enjoyment of the yacht 
within / outside EU waters is calculated 
by reference to distances covered. Given 
that generally yacht lease fees are paid 
in advance, the guidelines provide an 
adjusting mechanism to ensure that the 
ultimate VAT charge reflects the actual 
use and enjoyment within the EU.

On monthly leases, VAT is charged at 
the rate of 18% on a preliminary ratio 
attributable to the effective use and 
enjoyment within the EU. Such VAT charged 
is then adjusted on an annual basis once 
the lessee presents technological data 
and/or documents to the lessor to show 
the actual effective EU use and enjoyment 
within that year.

As a result, over the term of the lease, VAT 
would only be paid on the portion relating 
to actual use and enjoyment of the yacht 
within the EU, subject to some limitations 
in the VAT calculation as may be prescribed 
by the guidelines.

The Maltese VAT Department recently issued guidelines with 
the intention of substantially reducing the overall VAT impact 
on the leasing of a yacht. 

An accountant by profession 
with an MBA, Lewis has 
extensive commercial 
and strategic business 
experience having served 
for a number of years as 
executive director of a 
number of local and foreign 
entities

YACHT LEASING: Bringing
Talent
Together

Lewis R Baldacchino joins 
ARQ as the Chief Financial 
& Operations Officer. 

Daniel has several years’ local 
and international experience 
within the banking, financial 
institutions and securities 
sectors in both the private 
and public sectors through 
the MFSA and ECB (European 
Central Bank).

Daniel Attard joins ARQ 
as the Senior Manager - 
Financial Services. 

Glenn Fenech joins ARQ as 
Senior Manager - Economic 
and Business Intelligence.

Glenn has experience at one 
of the Big 4 firms in Malta 
and was involved in a number 
of significant engagements 
for both public and private 
sector clients. He was also 
very actively involved in 
various market intelligence 
initiatives in the hospitality 
and retail sectors.

vat on the basis of eu use 
and enjoyment

YACHT LEASING: VAT ON THE 
BASIS OF EU USE AND ENJOYMENT

We can provide detailed advice on how VAT is to be charged by lessors depending on the 
specific circumstances. Get in touch with  Nicky Gouder on ngouder@arqgroup.com or 

Luana Farrugia on lfarrugia@arqgroup.com.

The guidelines establish that Maltese VAT on a lease taking place in Malta is only charged 
on the portion of the lease which reflects the actual effective use and enjoyment of the 
yacht within EU waters. No VAT is charged on the portion of the lease which reflects the 
use and enjoyment of the yacht outside the EU.

http://www.arqgroup.com
mailto:ngouder%40arqgroup.com?subject=
mailto:lscicluna%40arqgroup.com?subject=
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We are a big team of 100 and 
communication is therefore key. Whilst 
roles and responsibilities differ, everyone 
must understand and contribute to the 
strategy and goals of the organisation. We 
take communication very seriously - not 
simply to inform staff of what is happening, 
but also listening to everyone’s views and 
ideas as to how we can continue to improve 
our clients’ experience

It always gives us great pride and pleasure to be involved with a dynamic start-
up company where the full value of ARQ can come into play, from company 
structuring and incorporation through to tax, risk & compliance, advisory 
services and gaming licensing.

PARTNERSHIP 
IN GAMING

Rootz Ltd is such a client that was formed in 2017 consisting of a team of experienced 
iGaming professionals, focused on revolutionary gaming products.  Their 
relationship with ARQ started in 2017 with the structuring and incorporation of this 
new business venture in Malta.

ARQ began the process of applying for a B2C gaming license with the Malta Gaming 
Authority (MGA) for their first casino brand – Wildz. Any remote gaming company 
operating in or from Malta is required to have a licence.  On the 10th of May 2019 
the gaming license was issued by the MGA and Wildz is now set to launch their next 
generation on-line casino with over 500 games featuring the most real-time rewards 
in iGaming.

Lasse Rantala, CEO of Rootz Ltd, had this to say about ARQ: “ARQ has been an 
integral part of our licensing process for Wildz Casino by providing sound guidance 
and relevant experience every step of the way. ARQ personnel carried themselves 
in a professional manner and we look forward to working with them in the future.”

Our team of regulatory advisors offers continued support post licensing to ensure 
ongoing compliance with the licence obligations.

To ensure that our clients and the gaming community at large are kept abreast of 
all the latest trends and legislation changes, ARQ launched the Gaming Compliance 
Forum in 2019 that brings together both local and international industry experts for 
knowledge sharing and industry networking.  These half day events take place three 
times per year and are proving to be hugely valuable to the local gaming community.

ARQ group has been involved in the iGaming industry since its inception and has 
assisted numerous operators with the submission and pursuance of remote gaming 
licences, both in Malta and abroad.  The group’s integrated multidisciplinary 
approach brings together a wealth of regulatory, technical and legal experience, 
providing a tailor-made service to meet the needs of every client.

As of April 2019, ARQ Group is enrolled as a full 
Integra International member in association with 
Capstone Group who has been the audit member 
since 2012.

This membership allows us to represent clients’ 
interests and support them professionally beyond 
our borders by entrusting them to a member 
firm who will apply the same principles they are 
accustomed to when dealing with us.

Proud Members of        
Integra International

Founded in 2000, FIPRA is today the leading 
and most extensive global public affairs 
consultancy  network. With a presence in over 
50 countries, FIPRA advises clients on a range 
of government relations and regulatory policy 
issues.

A registered lobbyist, FIPRA has expertise 
in financial services, tax, competition policy, 
digital, tech, energy & the environment 
amongst others. It has also established a 
Brexit Unit dedicated to supporting companies 
navigate this transition.

ARQ Joins FIPRA 
Network

For further information or assistance  with gaming advisory, licensing, risk 
& compliance and related support, kindly contact Kris Baron on kbaron@
arqgroup.com.

August 2019

PARTNERSHIP IN
GAMING

www.arqgroup.com
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Their mantra is "to inform effective corporate & 
public policy strategic decisions by applying rig-
orous economic insight & analysis"

The EBI unit offers a specialised advisory service 
that applies economic research and insights to 
understanding and resolving a wide range of is-
sues for both local and international clients.

Contact the EBI unit on ebiteam@arqgroup.com 
to get straight to the heart of any topic to help 
drive your business growth and potential.

Introducing ARQ's 
Economic & Business 
Intelligence Unit

AVIATION: MAKE MALTA 
YOUR NEXT DESTINATION

The tax credit that may be claimed by an 
employer when contributing towards their 
employees’ pension has been increased to 
€500 per year, per employee. If the employee 
also contributes towards their pension, the 
tax credit of €500 is also available to them. 
ARQ can help you maximise your tax 
efficiencies, get in touch on taxteam@
arqgroup.com for further info.

Did you 
know?

It is a common misconception amongst 
accountants that owning and operating an 
aircraft is similar to owning property. ARQ 
has a multi-disciplinary team with vast 
experience in the aviation industry and 
understands that aircraft and immovable 
property are not commodities that share 
the same characteristics.  At ARQ, we will 
design a customised reporting solution to 
track costs, not only for each aircraft tail 
number but also for each mission.  Included 
will be the variable operating costs such as 
fuel, handling, ground and terminal charges 
as well as fixed overheads such as aircraft 
insurance, crew training and salaries and 
hangar charges.

Our team provides a wide range of services 
to clients in the aviation industry that 
include:

• AOC Application
• Aircraft Registration
• Aircraft Financing
• Private & Commercial Importation
• Financial Advice
• Accounting Services
• Tax Advice
• Legal Advice
• Corporate Advice & Administration

The introduction of a new Aircraft Registration Act in 2010 in Malta coupled with our European 
Aviation Safety Agency (EASA) membership, our attractive corporate and individual tax regime 
and our relatively low Transport Malta fees make  Malta a recognised address for the registration 
of both private and corporate jets with some 35 Air Operator Certificates (AOC) having their 
principal place of business in Malta, plus an expanding Maltese register that boasts in excess 
of 300 aircraft.
Malta’s aviation industry is not just limited to aircraft registration, but includes a variety of 
sectors encompassing maintenance, repairs and overhaul (MRO) providers, crew and flight 
training, leasing and financing. There are some 9 aircraft maintenance organisations and 
some 5 pilot training and cabin crew training organisations.

ARQ PARTNER APPOINTED VICE PRESIDENT OF      
INTEGRA

AVIATION: MAKE MALTA YOUR
NEXT DESTINATION

For further information on how ARQ can assist you with one of these services, kindly 
contact Liz Meilak on emeilak@arqgroup.com.

Integra International announced the appointment of David Borg, co-founding partner of ARQ, as Vice President for 
the EMEIA Regional Chapter (Europe, Middle East, India & Africa). This election took place at Integra’s Regional 
Conference in Munich in June of this year.

www.arqgroup.com

mailto:ebiteam%40arqgroup.com?subject=
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• A donation of €75,000 for research 
and development shall be mandatory;

• A donation of €75,000 to the land 
development organisation to fund 
affordable housing schemes shall be 
mandatory;

• Applicants should be in possession 
of a Schengen visa;

• Applicants who have been previously 
rejected by another EU country will 
not be eligible to apply for the CIP;

• The investment should be 
maintained for 5 years following the 
date of naturalisation, as opposed to 
3 years;

• During the 5-year period the 
investor will be able to change his 
investment, provided that a consent 
will be granted in this regard by the 
Ministry of Finance;

• A planning permit shall be mandatory 
for properties under construction;

• If investors chose to invest in re-sale 
property, the required investment 
amount is increased from €2,000,000 
to €2,500,000;

• Investment into government bonds 
will no longer be available

Contact Nicky Gouder on ngouder@arqgroup.com or Sarah 
Martin on smartin@arqgroup.com for a consultation.GOT QUESTIONS?

THE AMENDMENTS TO THE   
CYPRUS CITIZENSHIP BY                   
INVESTMENT SCHEME

The Council of Ministers in Cyprus announced the following revisions to their 
citizenship programme which came into affect in May 2019. The most significant 
change is that the total investment required will increase from €2,000,000 to 
€2,150,000.

Not withstanding the above amendments, which we feel will enhance the programme’s 
reputation, the Cypriot citizenship investment scheme remains the fastest citizenship option 
available in the EU, as the process takes around six months. 

Malta Chapter In The Chambers Corporate 
Governance 2019 Guide

The publication provides legal commentary on rules, 
requirements and practices adopted by businesses and 

covers the important developments in twenty nine of 
the most significant jurisdictions around the world.

The Transport Finance Law Review 2019
The publication is international in scope and is designed 

to provide industry insights to transport finance in key 
jurisdictions in which ships, rolling stock and aircraft are 

financed.

Blocknomics Chapter in DLT Malta - Thoughts 
from the Blockchain Island

This publication distills thinking from the pioneering 
DLT jurisdiction collated by Malta’s industry association 

for Blockchain, Bitcoin, Cryptocurrency and every 
aspect of DLT.

AMENDMENTS TO CYPRUS
CITIZENSHIP BY INVESTMENT

ARQ GROUP & FFF 
LEGAL PUBLICATION 
CONTRIBUTIONS

ARQ is pleased to announce 
the establishment of a dedi-
cated China Desk.

Malta offers many opportunities 
and benefits to Chinese individu-
als and companies as a gateway to 
Europe.  

We invite interested parties to get in 
contact with Xiaoxue Qin on xqin@
arqgroup.com to see how we can 
help you.

The changes include:

August 2019

www.arqgroup.com
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The Act defines cannabis as ‘fresh or dried cannabis; cannabis oil; cannabis plant or seeds; 
derivatives of cannabis excluding synthetic derivatives; and; or any substance and, or product set 
out in guidelines issued by the regulatory authority, all of the foregoing to be used exclusively for 
manufacturing of products for medicinal and, or research purposes.’.  The Act continues to explain 
that research within this context, is restricted to research for pharmaceutical, pharmacological 
and, or clinical purposes.

The Act commences to set out the prohibitions of the activities which can be carried out in 
Malta.  It accentuates that no form of cultivation, importation or processing of cannabis and no 
production or trade of any products intended for medicinal and, or research purposes deriving 
from or resulting from the use of cannabis shall be carried out in Malta unless all the necessary 
approvals, authorizations, licenses and, or permits are granted by the Medicines Authority.

THE PRODUCTION OF CANNABIS 
FOR MEDICINAL & RESEARCH 
PURPOSES IN MALTA

THE PRODUCTION OF CANNABIS 
IN MALTA

The production of medical cannabis is regulated by the Production of 
Cannabis for Medicinal and Research Purposes Act, (the “Act”), which 
became effective on the 17th April 2018. The Act brought along with it 
the possibility of producing cannabis in Malta however, such production 
is limited solely to medicinal and research purposes within a regulated 
and controlled environment.

Applicants interested in carrying out any of the foregoing activities shall comply with a 
comprehensive list of requirements which are set out in the Act. Furthermore, a manufacturing 
company operating in Malta within the medicinal and research cannabis space, needs to 
satisfy the Good Manufacturing Practices (“GMP”) requirements. These requirements are 
mainly concerned with production and quality control.

Furthermore, applicants are also required to comply with the Production of Cannabis for 
Medicinal and Research Purposes (Fees) Regulations, (the “Fees Regulation”). The Fees 
Regulation states that the Medicines Authority shall receive the specified fees, from persons 
intending to apply to carry out importation, wholesale distribution, cultivation and processing, 
and/or production of cannabis for medicinal use and/or research purposes.

For instance, the application fee for a manufacturing site license for medicinal cannabis has 
been set out at €35,000, with an annual fee equivalent to the same. An interesting fee which 
is also noteworthy, is that companies carrying out such activities are obliged to pay €1 per 
unit product transacted, towards research and education to be undertaken by the Medicines 
Authority.

The validation and processing of the applications submitted shall only start once the 
respective fees have been paid in full by the applicant to the Medicines Authority, unless 
decided otherwise by the same.  Furthermore, the said authority has the power to suspend 
or revoke licenses, certificates, or permits granted or issued, if the fees stipulated in these 
regulations are not paid fully and in a timely manner.

The Act stipulates the operational requirements for the issuing of a license by the Medicines 
Authority.  In order to obtain a license, the applicant shall:

• submit the relevant information, including due diligence documentation and other 
prescribed information as deemed necessary;

• attain authorisations, permits, approvals and clearances from other entities as may be 
prescribed and applicable under the Act and any relevant legislation; and

• comply with the terms and conditions as may be prescribed, including the possession of 
relevant qualifications in line with the Mutual Recognition of Qualifications Act.

Once the applicant has successfully applied, the Malta Enterprise shall then issue a letter 
of intent. The Malta Enterprise together with the Government of Malta have embraced this 
regulated opportunity to not only produce the product locally, but to also export the product 
and in turn, enhance Malta’s economic growth. To this effect, there seems to be a large 
demand with the Malta Enterprise already approving a couple of production projects proposed 
by international companies.

For further information how ARQ can assist you with one of these services, kindly 
contact JP Fabri on jpfabri@arqgroup.com.

UPCOMING 
EVENTS

DATE: 17 October 2019
LOCATION: Intercontinental Hotel,                        
St. Julians

This CPE accredited event analyses the main tax 
issues and developments that have shaped the 
past 12 months and define how they will affect 
the next 12.

DATE: 30 September 2019
DURATION: 14 hours over 2 days
LOCATION: Business Labs, Birkirkara

ARQ is partnering with Intelect Solutions from 
the Isle of Man to deliver a 2-day course on 
Internet Investigative Skills for CDD. This CPD 
certified course is ideal for any persons involved 
in managing organisational risk

MALTA, INTERNET 
INVESTIGATIVE SKILLS 

COURSE
(FOR CDD)

REGISTER NOW

DATE: 30 October 2019

LOCATION: TBC

Held three times a year, this forum brings 
together industry players, field experts, 
regulators and international influencers to 
share the latest developments and trends in the 
gaming regulatory and AML/CFT compliance.

For more information contact:
 info@arqgroup.com

REGISTER NOW

www.arqgroup.com
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THE AVOIDANCE OF DAMAGE TO 
THIRD PARTY PROPERTY

A joint venture between ARQ Group, Esprit 
Yachting, Azimut Benetti Group & Finance 
House plc. AB Finance takes a  comprehensive 
approach to ensure that all aspects of yacht 
leasing and management are taken care of, 
from the financing of the yacht itself, to crew 
management and yacht maintenance.

A joint venture between ARQ Group and 
Aquibix, Fastplay brings together the operators, 
affiliates and payment providers within the 
gaming industry into one secure, efficient and 
fully audited community of players, using one 
unique identification system across all brands 
and across all jurisdictions.

The latest joint venture between ARQ Group 
and Hyde Park Residential. This new UK 
registered company aims to provide both local 
and international investors with development 
opportunities in the London real estate sector.

TRAFALGAR
REAL ESTATE

Shortly after, the Minister for Transport, Infrastructure and Capital Projects, published 
Legal Notice 136 of 2019 entitled Avoidance of Damage to Third Party Property Regulations 
(the “Regulations”) on the 25th June 2019 which came into force with immediate effect, 
without transitional provisions.

The scope of the Regulations is to ensure that before demolishing, excavating or construction 
works commence, methodologies that are technically secure are prepared with the aim of 
minimising the risk of damages to third party property or injury to persons that may result 
through the proposed works.

The Applicability of the Regulations

The Regulations are applicable to any construction work which involves:

• excavation, which affects third party property; or
• the demolition or removal of any existing structure or roof adjacent to, underlying or 

overlying any property belonging to or occupied by third parties or toothing work with 
existing buildings; or

• the building of additional storeys or load-bearing walls or structures over any property 
belonging to or occupied by third parties; or

• the construction of new buildings or additional storeys adjacent to existing third-party 
property1.

The Regulations apply to works of excavation, demolition and construction, that would have 
started but are not complete on the 25th June 2019, as well as those works of excavation, 
demolition and construction that are still to begin2.

The Method Statement and Condition Report

A highly detailed method statement is to be prepared by the architect in charge of the 
project, in collaboration with the site technical officer (“STO”) and the contractor who are 
responsible for the works covered by such statement3. The method statement is to be 
submitted not later than 2 weeks prior to the start of demolition, construction or excavation 
works.

The developer shall also be required to submit to the Director, a condition report on 
properties located opposite, overlying or underlying any construction or excavation site by 
not later than 2 weeks before works commence. A copy of the report must be sent to the 
owners or occupants of the third-party property by means of a registered letter.

August 2019

ARQ’S COLLABORATIVE 
FRAMEWORK IN ACTION

AB|FINANCE

FASTPLAY

A CURRENT LEGAL OVERVIEW 
OF THE AVOIDANCE OF DAMAGE 
TO THIRD PARTY PROPERTY 
REGULATIONS, 2019
On the 13th June 2019, the Government of Malta ordered an immediate 
suspension of any works being carried out across Malta and Gozo as an aftermath 
of a number of unfortunate incidents, inclusive of serious damage to third party 
property, resulting from construction, demolition and excavation works.

www.arqgroup.com
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ARQ Economic & Business Intelligence 
has been awarded the in-principle 
approval for a VFA Agent by the Malta 
Financial Services Authority. 

This means that ARQ is able to support 
crypto exchanges & custodians to 
establish themselves and get licensed 
in Malta. 

With the support of our legal partners 
at Fenech Farrugia Fiott Legal, the 
team at ARQ can provide a complete & 
tailored solution.

Get in touch with JP Fabri on jpfabri@
arqgroup.com

We’ve hit the 
100 STAFF 
milestone 
...and we are not stopping here!  We 
continue to focus on strategic growth 
and building an elite team that adds 
value to our clients.1:Regulation 4, 2: Regulation 25, 3: Regulation 8(1), 4: Third Schedule to the Regulations, 5: Regulation 5(3), 6:Regulation 6, 7: Article 

1638 (1) If  a  building  or  other  considerable  stone  work erected under a building contract shall, in the course of fifteen years from the 
day on which the construction of the same was completed, perish, wholly or in part, or be in manifest danger of falling to ruin, owing to 
a defect in the construction, or even owing to some defect in the ground, the architect and the contractor shall be responsible therefor. (2) 
The relative action for damages must be brought within two years from the day on which any of the said cases shall have occurred, 8: 
Regulation 9, 9: Regulation 10(2), 10: Regulation 10(3), 11: Regulation 21, 12: Regulation 22

Where does the ultimate liability lie?

Article 1638 of the Civil Code, Chapter 16 of the Laws of Malta divides liability equally 
between the perit and the contractor7. The new Regulations however, divides liability as 
follows:

• The architect in charge of the project who prepares the method statement is 
professionally responsible for its contents.

• The STO is responsible for the enforcement of the method statement.
• The contractor is responsible for the implementation of the measures in the method 

statement8.
• The STO shall ensure that the contractor is complying with all his obligations as 

provided for in the Regulations. If the STO notices any violation of these regulations, 
s/he shall immediately stop the works and notify the perit(i) in charge and the BRO9. 
Should an enforcement notice be issued by the Director, the STO shall immediately 
communicate this notice to the contractor and the perit(i) and ensure that this order 
is complied with by ceasing the demolition, excavation and/or construction activity10.

For the sake of clarity, the  Civil Code should be amended to reflect such changes.

Offences & Penalties11

Should the developer not take out the proper insurance cover, the developer shall be 
liable to a fine (multa) of €500 and should the offence continue, to a further €100 for each 
day of default. The same fine would be applicable if the method statement is found to be 
significantly lacking.

Any person who fails to comply with the method statement shall be guilty of an offence and 
liable to €10,000 and in case the offence continues, to a further €500 for each day of default.

Any person who fails to abide by an enforcement notice or fails to cease operations or adopt 
interim measures shall be guilty of an offence and shall be liable to a fine of €50,000 and in 
case the offence continues, to a further €1,000 for each day of default.

Persons making false declarations shall be liable to a fine of €1,500 without prejudice to any 
other punishment under any other law.

Administrative penalties may also be imposed by the Director12.
 

This article is not exhaustive due to the ongoing nature of the situation. It is intended for 
information purposes and should not be construed as legal advice. For more information, 
you may contact us on info@fff-legal.com.

The Site Technical Officer

The Regulations brought about the controversial decision that the site technical officer 
(previously known as site manager) of any construction site, must be a perit4. The STO is 
responsible for the enforcement of the method statement covering the works which the 
contractor who nominates the said officer is responsible for. Furthermore, this STO must 
be present on site whenever decisions are being taken that influence the risk of damage to 
third party property or injury to persons that may be caused by the works.

The contractor (engaged by the developer to execute the works) nominates the STO (a perit) 
after the latter has been approved by the perit in charge of the project. The developer, on the 
other hand, is responsible to take all reasonable precautions to ensure that the construction 
activity will not result in any damage to adjacent properties, including water damage5. The 
developer is also obliged to apply for an appropriate insurance policy (of not less than 
€750,000) together with a bank guarantee6.

THE AVOIDANCE OF DAMAGE TO 
THIRD PARTY PROPERTY

www.arqgroup.com
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ARQ Partner, Manfred Galdes, participated at the HSBC 
Financial Crime Risk Business Breakfast.

14
FEB

WHAT HAVE WE BEEN UP TO?

15
FEB

ARQ Partner, Nicky Gouder, spoke at the Private Client 
Dining Club Networking Dinner in Mumbai

28
FEB

ARQ Director, JP Fabri, presented at the Blockchain Africa 
Conference in Johannesburg. 12 

MAR
ARQ Partner, Manfred Galdes, spoke at the Prague Gaming 
Summit, a leading gaming event for knowledge sharing 
around compliance and innovation.20 

MAR
ARQ Partners, Nicky Gouder & Manfred Galdes, participated 

in the Private Wealth, Taxation & Corporate Mobility Post 
Brexit event in London. 27 

MAR
ARQ’s first Gaming Compliance Forum of 2019 bringing 
together local industry experts and international 
influencers.27

APR
ARQ Partner David Borg presented the benefits of Malta 
and ARQ services to members of the Jaffna Chamber of 

Commerce in Sri Lanka.

22 
MAY

ARQ Partner, Manfred Galdes, spoke at the Malta AI & BC 
Summit Spring Edition discussing the misconceptions and 

potential of AI in gaming. 03 
JUN

ARQ partner, Nicky Gouder, presented at the annual 
Investment Migration Council Forum in Geneva

06 
JUN

ARQ proudly sponsored the Finance Malta Annual 
Conference titled Malta: A Platform for Innovation 

covering innovations that are driving the sector forward, 
such as fintech and AI.

12 
JUN

ARQ partner, David Borg, presented at the Integra 
International EMEIA Regional Conference in Munich

17 
JUN

ARQ proudly hosted a Malta Business Network event with 
an informative panel discussion on Succession Planning 

in Family Business. 27 
JUN

ARQ’s second Gaming Compliance Forum session featuring a 
panel discussion with the FIAU

27 
JUN

Tonio Fenech, partner at FFF Legal and ARQ attended the 
STEP Conference on Trusts, Estate & Succession Planning 

in Cyprus.
28 
JUN

FFF Legal sponsored the Malta Business Aviation and 
Opportunities in Superyachting Conferences

04 
JUL

Dr Franklin Cachia, senior legal associate at FFF Legal, 
ARQ’s legal partner firm, delivered a seminar on 

Aggressive Tax Planning.

02 
JUL

ARQ proudly sponsored the Russia and CIS Wealth 
Management Forum in London for professional advisors.

EVENTS TO DATE

ARQ EVENTS OVERVIEW

08 
MAY

Christian Farrugia, partner at Fenech Farrugia Fiott Legal 
and ARQ, attended the TAG Law Spring Conference in 

London.

August 2019

www.arqgroup.com

http://www.arqgroup.com
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MALTA IMPLEMENTS 
THE EU’S ANTI-TAX 
AVOIDANCE DIRECTIVE 

MALTA IMPLEMENTS THE EU’S ANTI-
TAX AVOIDANCE DIRECTIVE 

In early 2019, Malta implemented the regulations of the EU Anti-Tax Avoidance 
Directive (ATAD) which provide for minimum harmonisation in various areas of tax. 

The following 4 anti-avoidance measures have been introduced into Maltese 
domestic law with effect from 1 January 2019, except for the exit taxation rule, 
which will come into force on 1 January 2020:

General Anti-Abuse Rule 

Malta’s Income Tax Act (ITA) already contained a general anti-abuse rule 
as per Article 51 of the ITA. The new regulation which came into force on 
1 January 2019 adds to this rule by applying the definition of tax avoidance 
schemes as per the EU Directive. The regulation targets non-genuine 
arrangements put in place for the essential purposes of obtaining some form 
of tax advantage, whether in the form of a tax reduction or deferral. ‘Non-
genuine arrangements’ would be arrangements which are not put into place 
for valid commercial reasons reflecting the economic reality.

Interest Limitation Rule

The aim of this rule is to discourage companies from creating artificial debt 
arrangements designed to minimise taxes. The rule introduces a capping on 
the amount of borrowing costs that a taxpayer may deduct against chargeable 
income. Exceeding borrowing costs shall be deductible only up to 30% of 
the taxpayer’s earnings before interest, tax, depreciation and amortisation 
(EBITDA). 

“Exceeding borrowing costs” are defined as the amount by which the borrowing 
costs exceed interest income and other equivalent taxable revenues from 
financial assets that the taxpayer receives. Any borrowing costs which cannot 
be deducted may be carried forward to subsequent years for a maximum of 
5 years. 

Malta excluded from the scope of the interest limitation rule: 
• exceeding borrowing costs falling below €3 million;
• entities that are not part of a consolidated group for financial 

accounting purposes and have no associated enterprises or Permanent 
Establishments; 

• financial undertakings; and
• exceeding borrowing costs incurred on loans used to finance long-

term public infrastructure EU projects and loans which were concluded 
before 17 June 2016.

Controlled Foreign Company Legislation (CFC)

As a result of the introduction of a CFC rule, income derived by subsidiaries 
or attributed to Permanent Establishments may in certain circumstances be 
taxed in the jurisdiction of the parent and/ or Head Office. 

The main conditions for the CFC rule to apply are the following:

• The parent company, that is resident in Malta, together with associated 
enterprises, holds a direct or indirect participation of more than 50% 
of the voting rights, or owns directly or indirectly, more than 50% of the 
capital, or is entitled to receive more than 50% of the profits of a foreign 
entity; and

• The actual corporate tax paid by the foreign entity is less than half the tax 
that would have been paid had the income been subject to tax in Malta.

Once the CFC rule kicks in, the non-distributed income of the CFC will be 
included in the tax base of the Maltese parent, or Maltese Head Office, if the 
income arises from non-genuine arrangements which have been put in place 
for the essential purpose of obtaining a tax advantage. 

The CFC rule will not apply to entities or PEs with accounting profits of:

• ho more than €750,000 and non-trading income of no more than 
€75,000; or

• no more than 10% of its operating costs.

Exit Tax

• A tax will be charged on the difference between the market value of 
the transferred assets and their value for tax purposes in the following 
situations:

• Transfers of assets from Head Office to a Permanent Establishment (PE) 
in another Member State or Third Country in so far as Malta no longer 
has the right to tax capital gains from the transfer of such assets due to 
the transfer;

• Transfers of assets from a PE in a Member State to a Head Office or PE 
in another Member State or Third Country in so far as Malta no longer 
has the right to tax capital gains from the transfer of such assets due to 
the transfer;

• Transfers of Tax Residence to another Member State or to a Third 
Country, except for those assets effectively connected with a PE in Malta;

• Transfers of a PE to another Member State or to a Third Country in so far 
as Malta no longer has the right to tax capital gains from the transfer of 
such assets due to the transfer.

In situations where the transfer is between Member States or to a third 
country that is party to the EEA Agreement there is the possibility of paying 
the exit tax in instalments over 5 years.

Concluding comments

The implementation of ATAD has introduced new principles into Maltese law which have general applications across all industries and operations. The effects 
of such principles is yet to be seen, however what is certain is that, going forward, there will continue to be significant focus on ‘substance’, ‘significant people 
functions’, ‘genuine arrangements’ and ‘valid commercial reasons’ in companies established in Malta.

If you would like to find out more about the new rules and what they mean for you or your organisation, please get in touch with Nicky Gouder on 
ngouder@arqgroup.com or Luana Farrugia on lfarrugia@arqgroup.com. 

www.arqgroup.com
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It gives us great pleasure to welcome Paul Mercieca to the ARQ Group in the capacity 
of non-executive Chairman of the Board.

Paul was Chief Executive Officer of Deloitte, Malta having held this position for 
twenty three years up to his retirement from this position on 31 December 2013. 
He was also responsible for a number of clients operating in various sectors of 
the economy. He served as a member of the Accountancy Board for eight years 
between 1988 and 1996 and is a former member of the Council of the Malta Institute 
of Accountants. Paul was also the Chairman of the Institute’s Risk Management 
Committee and served on the Independence, Ethics and Regulator Committee.

Currently, Paul acts as an independent non-executive director serving on a number 
of Boards and Audit Committees.

ARQ WELCOMES NEW 
NON-EXECUTIVE 
CHAIRMAN

NEW RESOURCES AVAILABLE ON OUR WEBSITE

Got Questions? We’d love to hear from you

RELOCATION & INVESTMENT 
HANDBOOK

Ewropa Business Centre, Level 3, Suite 701,
Dun Karm Street, B’ Kara, BKR9034, Malta

+356 2549 6000
info@arqgroup.com

www.arqgroup.com

MICRO INVEST TAX CREDITS
FACT SHEET AVIATION HANDBOOK

INTERNAL STAFF
EVENTS

ARQ SPORTS DAY EVENT - JUNE 2019

ARQ SUMMER POOL PARTY - JULY 2019

ARQ MONTHLY BREAKFAST CHALLENGE

JOIN OUR TEAM
View our current vacancies

at www.arqgroup.com
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