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INTRODUCTION
THE FIVE MALTA INCOME TAX ACCOUNTS

The Final Tax
Account
(‘FTA’)

- Every Malta registered
company is required, for Malta
income tax purposes, to The

Immovable

The Untaxed

allocate its distributable profits L ey
(‘UTA’) The Malta A(ccour]n
‘IPA’

/ losses to five tax accounts:
Income

Tax
Accounts

The Maltese The Foreign
Taxed Income
Account Account
MALTA
(‘MTA’) (‘FIA’) INSTITUTE
® OF TAXATION
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INTRODUCTION
THE FIVE MALTA INCOME TAX ACCOUNTS

« This requirement emerges from article 2 of the Income Tax Act, chapter
123 of the laws of Malta ('ITA"), through the definition of ‘distributable

profits’:
“distributable profits” shall mean the total profits which are
available for distribution by a company registered in Malta

under the laws for the time being in force in Malta, and the
distributable profits shall, for the purposes of this Act, be

allocated to the following accounts, that is to say, final tax
account, immovable property account, foreign income account,
Maltese taxed account, and untaxed account, and for the

purposes of this definition these accounts shall comprise the oo/ MaLTA
!& INSTITUTE

distributable profits as set out in the respective definitions OF TAXATION
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THE IMPORTANCE OF THE MALTA INCOME TAX ACCOUNTS

A tax return, even though submitted to the Inland Revenue Department
(IRD’), may be regarded by the Commissioner for Revenue (‘CfR’) as not
being complete in all material respects for the purposes of article 10(5) of
the Income Tax Management Act, chapter 372 of the laws of Malta
(1TMA), in the event that the allocation of distributable profits included in
the tax return is materially incorrect.

For the purposes of the Full Imputation System, the tax treatment of
dividend income at the level of the shareholders depends on the tax
account from which such dividend was distributed.

In certain cases, dividend distributions from the FIA and / or the MTA may
trigger an entitlement at the level of a qualifying shareholder to claim
refunds of the Malta tax paid at the level of the subsidiary. This is referred
to as the Malta Tax Payment and Refund System.

© Malta Institute of Taxation 2023
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THE IMPORTANCE OF THE MALTA INCOME TAX ACCOUNTS

Local legislation dictates a Dividend Distribution Hierarchy in that the profits of a company

allocated to its IPA must be distributed prior to profits allocated to the MTA.

In certain cases, there may also be considerations for taxation at the level of qualifying
shareholders (referred to as ‘recipients’) in the case of dividend distributions from the UTA.

The allocation of distributable profits to the Malta income tax accounts could also impact

the availability of certain tax credits. The Flat Rate Foreign Tax Credit (FRFTC’) could

possibly be availed of in the following situations:

Income or gains which fall to be allocated to the FIA of a company (subject to other conditions being met); or

Income or gains receivable by a company which elected in terms of Rule 9 and where such income or gains
would have been allocated to the FIA had the company not elected in terms of Rule 9 (subject to other

conditions being met).

© Malta Institute of Taxation 2023
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GROUP LOSS RELIEF
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THE FINAL TAX ACCOUNT (‘FTA’)
DEFINITION

- The FTA is defined in article 2 ITA:

“final tax account” shall mean the taxed account to which an
amount of distributable profits which suffered tax, calculated in

such manner and in such amount as may be prescribed, shall
be allocated before any distributable profits are allocated to
any other taxed account

© Malta Institute of Taxation 2023
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THE FINAL TAX ACCOUNT (‘FTA’)
ALLOCATIONS

-+ The Tax Accounts (Income Tax) Rules, S.L. 123.107 (TAR’) then provide an
exhaustive list of the profits which are allocated to the FTA.

- Profits typically allocated to the FTA are the following, amongst others:

« Profits after tax resulting from income which has been charged to tax under the
investment income provisions (articles 41 and 41A of the ITA);

« Profits which have been exempt from tax under the provisions of any Maltese law and
where the distribution of such profits by the company is exempt from tax in the hands of
the shareholders;

+ Dividend income received out of profits allocated to the FTA of another company;

« Profits after tax derived from the transfer of immovable property, where the transfer is
taxable under article 5A of the ITA;

= Gains or profits chargeable to tax in accordance with article 23 of the ITA (profits derived &v

from the production of petroleum);

Malta Institute of Taxation 2023
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THE FINAL TAX ACCOUNT (‘FTA’)
ALLOCATIONS

- Profits after tax which under the provisions of Maltese law are not subject to tax when
such profits are distributed by a company to any person and where upon a distribution no
person s entitled to claim any tax credit in respect of any tax paid on such profits;

+ The amount which should be allocated to the MTA computed in accordance with rule 13
of the Sale of Agricultural Produce Rules (S.L. 123.80);

« Profits after tax resulting from transfers in accordance with the provisions of article 27G
of the ITA (transfers of property by listed companies) — applicable from year of
assessment 2020;

+ Profits resulting from any grant or subsidy where the distribution of such profits is
exempt from tax in the hands of the shareholders;

- Profits after tax resulting from rents to which articles 31Ato 31D of the ITA apply.

| MALTA

INSTITUTE
OF TAXATION
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THE FINAL TAX ACCOUNT (‘FTA’)
THE NOTIONAL INTEREST DEDUCTION

« Where profits of a company are relieved from tax through claiming the
Notional Interest Deduction (‘NID") in terms of paragraph (o) of sub-article
(1) of article 14 of the ITA, an amount corresponding to 110% of the
amount of profits which are so relieved from tax shall be allocated to the
Company s FTA as follows:

The Direct Allocation: an amount corresponding to 100% of the amount of profits which
are so relieved from tax shall be allocated directly to the FTA; and

- The Additional Reallocation: an additional reallocation of profits of an amount
corresponding to 10% of the relieved profits, out of the tax account to which such
relieved profits would otherwise have been allocated.

MALTA
INSTITUTE
OF TAXATION
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THE FINAL TAX ACCOUNT (‘FTA’)
THE NOTIONAL INTEREST DEDUCTION

« The Additional Reallocation is effected subject to the following conditions:

- If the amount of the Additional Reallocation exceeds the total profits of the undertaking
for the particular basis year that would have otherwise been allocated to the tax account
to which such profit would have been allocated had they not been relieved from tax, any
such excess shall be ignored for the purposes of the Additional Reallocation;

+ The Additional Reallocation shall be effected subsequent to any tax account reallocation
required to the IPA; and

+ The Direct Allocation and the Additional Reallocation shall not be effected in respect of
NID claimed as a deduction against Notional Interest Income deemed to be received by
the shareholder of a company claiming NID.

L MALTA
| INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 15
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THE FINAL TAX ACCOUNT (‘FTA’)
EXAMPLE 1
 Alpha Limited is a company incorporated in Malta. During the financial year
ended 31 December 2022, the company received dividends from its
Maltese subsidiary, Beta Limited, amounting to €300,000 (gross).
 Beta Limited distributed such dividend out of profits allocated to its FTA
which had been subject to a final withholding tax of 15%.
Distribution
Gross €300,000
Tax (€45,000)
= MALTA
| INSTITUTE
Net £255,000 OF TAXATION
© Malta Institute of Taxation 2023 16
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EXAMPLE 1-TRA 08

ITA - DIVIDENDS
Dotails of Di

Gross Dividend Tax Deducted
ITNo. /

Paying Compan Immovable oreign et

R.0.C. No.| BEICETE FnaiTax. |ARONES Matoso | FOr°I9 | Untaxod Mata tax| o | Cocre |Wihiding| Dvidend
ount | Bt [raxea e Ne | paid tax

99565099 [Bota Lried 00

e e e MALTA
} —1 INSTITUTE
I — ] OF TAXATION
— = — ms —
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EXAMPLE 1-TRA 08

e
Alocaied L DIVIDENDS RECEIVED EITHER FROM THE|
R COMPANY OR|
A -Dhidend oy page 4 of xretum] Ovidends |FROM A PROPERTY TRANSFER RESERVE ARE TO|
Bz om FTA [yl watiss | Fortgn e BE ALLOGATED TO THE FINAL TAX ACGOUNT.
TRAT8] (“ropery | Tawed | income | poses the FTA of another comp:
o] Ne | Feanas! |to be roportod not of tax.
o q q q
G| q q q
iterest expense 7 q q q
[DIidend incorme afer deducting diect expenses | s o]
Feguin 12 o SUZ 167  — m— — N
[Fotal atvisencs [ o Ll o
Foregn taxpaid whore Ate 12(11u) applios —
h
Didend Income allocated o the Final TaxAccourt TRATE
Diidend Income allocated o the Uniaxed Account [ ™=
loR - et TA2_¢C0_2022 Ver 15 TRADY

MALTA
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THE FINAL TAX ACCOUNT (‘FTA’)
EXAMPLE1-TRA 18

Exempt Income (and other income not subject to tax]

Taxed Alo o Nor Dibutable
Legislation ncome | ‘Attachment | o fonD
[Exempt incentives. benefits and grants
ERDF Grants

[Business Promotion Act

BPA- Aricl 16 (Traiing Gran)
BPA- Article 20 (Management Senvices Grant)
BPA- Avicle 23 (3)and (4) (Accom. & Training granis o industy in Gozo)
—
75000
o
-
—

egulation 9 - (Loan Interest Sbsidy)
Regulation 11 - (Grants for experts )
Regulation 13 (9) - (Grant(s) in lieu of deductions for job creation)
Regulation 14 - (Training Grant)
Regulation 22 - General grants
[ther exempt income and income not subject to tax *
Dividends from he FTA of another conpany
‘Gapital Gains on disposal of a particpating hoding
Incoms of a Co-operative society [ome Tax Act Aricke 12 (1) (q)]

[BPA_Regulations - Benefits and Grants
TRA 02

TRA 08 Fax Account

TRATS Untaxed Account ]

Final Tax Account

2010) TRAGT

‘Gains arising on the transfer of securiles exempt from tax n terms of artcle 5(6) of ITA.
Transfer of shares of the G
Exempt incorme of a retrement fund or schere (ITA 12(1)(d)]

Agricuural subsidies [ITA 12(1)(r) and LN52 of 2006]

Exempt incorme of a colleotive investment scheme [ITA 12(1)(s)]

TRATT

bo treated as a

company i terms of Artcke 27(6)of the ITWA) where Articke 12(1)(u)(1) apples Uniaxed Account
Incoms or gains froma parmanent establihment stuated outside Mt [TA 12(1)()(2)] 1 Uriaxed Accomt
i olover relef under Arick 5(8) of the ITA
of assals qualfying Article 58) of the A
of
5(13)(6)) of the TA
i okng: (o
relef under Artice 514) of the TA
assols abusiness
rpany Artcle 5(15) of the ITA
‘Gains from the ransfer o property by a company 1o ks indvidual sharehoider (of related indvidual) exempt Y, MALTA
from  andr vt S ] INSTITUTE
Gains on the settement of . distibuton fon of thed e / /
D P P OO 3 OF TAXATION
of Articles 5(18) 10 (25) of the ITA -
“Tax refunds claimed undr Artcles 48(4) and 48(4A) of the VA
fromthe UTA of pan o wae
© Malta Institute of Taxation 2023 19
Note 1 - Where the exemption does not extend to the ultimate beneficiaries, income stands to be allocated o the
untaxed account.
Total Exempt Income (for tax computation purposes) [ 255.000] Page 3 retumn
Allocation to the taxed accounts and other non-distributable reserves
Final TaxAccount 255000)
Unlaxed Aecount I
Incentives and Benefits Reserve q
[Total amounts allocated 255000)
CR - Malta TA2_e-CO_2022_Ver 1.5 TRA 18
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 20
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EXAMPLE 1-TRA 61

[Final Tax Account

Movement in reserves - FINAL TAX ACCOUNT
(to page 6 of the tax retum)
Profits allocated to the Final Tax Account TRA Current Year
Brought Forw ard pSnCoee(e Carried Forw ard
Tax (ToPage 6 | Dividends Paid
=5
Interests subject to 15% FWT TRA 09 0of 0of
Rents subject to 5% FWT (Housing Authority) TRA 11 o] o
ITA/ITMA LN 49 of 2005 - Sale of Agricultural Produce Rules, 2005 TRA 41 0] of
ITA- Article 5A - Profits on transfer of Inmovable Property subject to Final Withholding Tax TRA 53 0| 0|
Investment Allowance TRA 06 of of
Total Exempt Income TRA 18 0] 255,000 o) 255,000
[Income the taxon which was relieved by taxcredits (up to YIA2014) 0|
ITA- At 31A- Housing Authority [Rental Income subjectto 5% FWT] TRA TS 0| 0]
ITA- Art 31B - Housing Authority [FWT Of 10% deducted from subsidy] TRA 76 of of
ITA- At 31C - Rental income from restored property [rental income subjectto FWT] TRA 77 0| 0]
ITA- Art 31D - Rental income from letting of residential / commercial tenements subject to FWT TRA 83 of 0]
ITA- At 27G - Transfers of property bya company that has issued debt securities to the public TRA 89 0 0]
ITA- LN 228 of 2017 - Voluntary Oc Pension Scheme Rules, 2017 TRA 96 0] 0]
ITA- Article 31E- Rental of property to another person for at least seven years (Housing Authority Schd  TRA 97 of 0]
ITA- LN 37 of 2018 - Notional Interest Deduction Rules, 2018 TRA 100 of 0]
ITA- Article 5A - Assignment of Rights acquired under a Promise of Sale Agreement Rules. 2020 TRA 119 of of
ITMA - Option exercised under Article 48(4A)(b)(i)(1) - Taxable profits after tax 0]
Other Profits thatstand to be allocated to the Final Tax Account (Pleae specify Legislation)
Legislation LN 324 0f2011 - tion vehicle - Rule 7(2) TRA 74 | of [ of
Legislation | | | o
Legislation | | | 0|
to relocate current year profits
| | | o
I I I I D MALTA
[Totals [to page 6 of the retum] ] Pages o 255000 o 255,000 INSTITUTE
CfR - Malta TA2_e-CO_2022 Ver 1.5 TRA 61 o F TAXATI o N
© Malta Institute of Taxation 2023 21
During the financial period ended 31 December 2022, XYZ Rentals Limited
received rental income amounting to €400,000 from the rental of various
residential flats located across Malta to third parties.
XYZ Rentals Limited has opted for such rental income to be subject to a
. ; , | . .
final withholding tax of 15% on the gross rental income (without any
deductions) in terms of article 31D of the ITA.
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 22
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EXAMPLE 2 -TRA 83

ITA - Article 31D

Rental income subject to Final Witholding Tax

Please indicate the number of residential tenements and commercial properties

Growe
IT Reference |proporty  [Number and S lcouncil Annual
seortscll e [Namo ofproperty Ronial
income

Resceria |1 SeaVew [peacn Sveet Govrs 75000

Resceri [Fit 1. Pom Place [Tover Sireet Siera Z00001]

Ridrial o, 43 atets 2500

EXAMPLE 2 -TRA 83

© Malta Institute of Taxation 2023

ot e T o Gross eoom|
[Eoss Tax rbats I q
Foomator o e Fiat vax Acemunt ST T
Have tho TA2A form
1S THE ATTACHMENT COMPLETE ?
CR-Mata Th0_0.0_2022.Ver 15 TRAE
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EXAMPLE 2 -TRA 60

|Adiustment of Profi(Loss) per Financial Statements.

omicane
et g i
i e e P W
vt come Proions reors st TR F VLT
[seo
ot om oo Foa W i TRasa
A 90 Housing Aoty el ncome bt o 5% P TRATS
FA- 16 o Aty [T 01 0% doduiod o e TRATO
Ceored pepacy e ncome e PO TRATT
i o subjoc P TRaes [
o  lodcompany s e sacrtis o s G TRate
ot ot s e undr 3 Prorss o Sao e s 71 TRAT1S
S Resre TRADT —Tr—
- nconive o 3 st TRATZ

o Work Pacenens e 7078 TRAB
A LN 150 o204 Do (e Woters Rl 2 TRAEs
o noh e 7T TRaer
FA=LN 135 o 3008 Donsons (Spors and el e 2008 S5 TRase
A~ LN 13503008 Doraion (Spor and ] s 008 s o] TRagT
A LN 135 o 2000 Dongions (Spons ang Clbr] Ruls 700 (Spor TRAse
TA-Ln 17102010 hger) e, 2010 FOVCT TRAt
FA- Lot R 70 TRaca C—r—
rA- L aso oo o) P 5010 TRats
[FA-LN 438 or2010- Dececior (W i e 2010 TRATO
TA-LN 130 201 - Dedisions (EacicVeices s 701t TRATa
A~ LN 3740201 - Saeisaton Transacions Decucions s 7777 AT TRATe —a
[FA LN 35402011 Secehaaton Transctons (ecctons) uls- 201 [l 42 TRaTd
FA LN 33 o 2013 -Donetors (reatty T s, 2013 TRATe
FAIN 6 o 201 Dadocson o Transpaton Cot f Enplyess s 2078 TRats
A LN 27 o 2017 -Voktr Ceipatonat Ponsio Scrers Rt 2017 TRAso
A o STE-Reial o propory o anohrprson e a o eve yors Powr o remy | TrA o7
[FA— L 374 or 201 - Dol (Eneeoent st s TRat —a
T e 507270 L 308 of 5017~ A e e Do e TRat
T o 1415) 20 N 705 o 7 -Falo B Rogie Do) e, 2075 TRATHS
[Toteis to Page 3 of e tax retun Page3 P [ — L)

MALTA
INSTITUTE
OF TAXATION
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EXAMPLE 2 - TRA 61

Final Tax Account

Movement in reserves - FINAL TAX ACCOUNT
(to page 6 of the tax return)
Profits allocated to the Final Tax Account TRA Curn Vear
Broug Fomard orvonepag | Coed Fovard
[ o 15% FWT TRAGS q q
% FWT (H AT o o
49 0 2005 - Sale of Agricultural Produce Rules 2005 RS o o
A Profis on transfer of Inmovable Properly subject to Final Wibiholding Tax TRASY o o
RAG8 o o
RA18 o o
n which was relleved by (ax crodis (Up (0 VIAZ014) o
hory [Rental Income subject to 5% PWT] wATS o o
fousing Authory [FWT 01 10% deducled from subsicy] ™ATE o o
ental incor I il TRATT d o
A 31D - Rental income from leing of resideniial | W TRABS q Sa0000 o 540000
: Tssued debl sec TRABS o o
TRAS6 o o
TRAGT o o
TRA 100 o o
= X Rujes. 2020 TRA1S o o
undor Artide 48(4A)())(1) Taxable profs after tax o
0 bo allocated [0 the Final Tax Account Ples specit Legsaion)

TLN 524 01 2011 - Socuriisaton vehice - Rule 72) AT T q T
Il I | I o
| 1 1 [ o
Tima- Colleci irome - Relocaiio T T T B
I I I I [ o
[Totals [to page 6 of the return] ] Poges [ o 340000 of 340.000]
OR-Malta TAZ G0 2022 Ver 15 A 61

MALTA
INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 26
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THE FINAL TAX ACCOUNT (‘FTA’)

EXAMPLE 3

« Sunshine Limited is a Malta registered company. For the financial year ended 31 December
2022, Sunshine Limited derived chargeable income (pre-NID) amounting to €5,000,000.

+ The company was eligible to claim NID amounting to €1,000,000 for the year.
+ As aresult, the company’s chargeable income was reduced to €4,000,000 (tax at 35% thereon

is €1,400,000).

Tax Account . . . . .
} Direct Allocation Indirect Allocation Closing Balance
Allocations
FTA €1,000,000 €100,000 €1,100,000
MTA €2,600,000 (€100,000) €2,500,000 e
INSTITUTE
OF TAXATION
Total €3,600,000 - €3,600,000
© Malta Institute of Taxation 2023 27
THE FINAL TAX ACCOUNT (‘FTA’)
PART 3 - SELF ASSESSMENT TAZ_e-CO_2022 Ver 15
Section 1 - COMPUTATION OF CHARGEABLE INCOME Electronic filing is mandatory!!
A | Description |atiach. | | mmovable Property | [  Mallese Taxed Foreign ncome
Aticle | [alocaton o Tax Accouris fo tax computation puposes ONLY] Accoun [Toia
. business, etc. after e T T
A a“cwam:meﬂ ° oot ::I o [eor | :
[Balancing charge TRAO4 | [41a] of [41c] of
Capital Allowances
Brought forward 222 420
Income Tax Act - Wear & Tear TRAOS | |43a 0| 43¢ o
BPA [Article 7] - Investment Allowance TRA06 | [44a o] [[22c 9
BPA [Article 8] - Accelerated Depreciation TRAO7 | [452 o] [[a5¢ 9
[Balancing allowance(s) TRA04 | [46a o] [26c o
Capital allowances absorbed a7a 47¢
| Allowable deductions surrendered to group companies. TR 125 [470 of [zt 9
Unabsorbed capital 48a 0] [ 48c o
Income from trade, business, etc. net of capital allowances / (Loss) 49a o
o r o
Dividend(s) TRA 08 | [ 508 o] [s0c
4(1)c) [Interest(s) - Including Deemed Notional Interest Received TRA09 | [51a o|[51c
| Discounts or premiums TRA10 | | 52a of|52¢c.
[Net Income from Rent(s) TRA11 | [53a 53
4(1)e) |Net Income from Ground Rent(s) TRA12| |54a 54b.
N i ats | [ s5c
4(1)g) |Other income TRA 14 | | 56a 56c_
Net 57a 5,000,000 | 57¢
5 Capital gains charged for the year TRA15 | | 58a 58c_
Net l"m‘mn”l ) after Capital Gains 59a 1 01 53b 5,000,000 | 59¢ 0|
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 28
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EXAMPLE 3 - PAGE 4

JLoss transferred between Tax Accounts 60|

o] [6o0 | o] ['60c] o
[Net Income / (Loss) after loss transfer between tax accounts. 6ta| of [61b [ 5000,000] [61c] o
161022 |GROUP LOSS RELIEF
Loss S to TRA19 | [62a] o [e20] ol [62e] o
[Net Income/(Loss) after loss surrender to group companies 63a| of [eav]  5000.000] [ 63c] o
161022 | Group Loss CLAIMED
Group Loss Absorbed this year TRA20 | [64a] of [eab] o] [s2c] o
Net Income /(Loss) after Group Relief 65 o] [les | s.000.000] [0 9
TUnabsorbed Trading Losses bifwd from previous year T 662 660, 66c. of
[Total Income /(Loss) 67a 0| [e7b |__s5.000.000] [ 67c 9|
Loss transferred between Tax Accounts. 68a o] [sen 60 o
27G_|Chargeable income for the year from Projects | TRaes | [8a o
14(1)(o) | Notional [ R4 100 68e | (1.000.000) | 68f o
Net Income /(Loss) after Notional Interest Deduction 689 | 4,000.000| | 68n 9|
T Trea @‘ o o] [Ces) o] [68x o
Chargeable income for the year 69a | of [leo [ 4.000.000] [65c. 9
[14(1)(g) Unabsorbed Trading Losses ofwd | [zoal of [700 of [70c 9
CfR - Malta Paged
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 29
[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS [ mweecozmvens
[Alocation of Income to the Taxed Accounts after the tax ion and
Allocation and adjustments FinaltaxAccount | MOREOPOPY fiatose Taredacooun] OO0 RO
[roome alocod o e el TaxAcoout T oo [oe]_ tooom
Frm e rr e T oes | o e | wowmon] o | q
Doduct
[ | [=] o] 5 | oo00] o | q
Swa | [l o o | 2600000 e | q
educt
ST TA (o FTA) T Trase - 9
aved hooms rleved by axcredis (alocated o FTA] [ rass s o 0
hargeable hcome afer ax s 9 Zoo0000] ore | q
TA -GS & oter TRAsT e ] o[ o
stalocation - TRAG2) s | 1
hargeable ncome afr tx for he yoar alocated s Zo00000] see | 9
[Fomount et sands o be alocated b PA (Second Alocaton TRA G2 ___| e
[Tansors rom MTA ans For Fi o e PA — o | oo ] q
[Fransir o o nantivos & Bens Resor [ ez e ore | o
[ TAND Rules] T rai00 | won | vo0000] Torg | (100,000)] Torm] 9
[came fo e year alocated Toza | Ta00000] 0z 0l 02e |__2s00,000] 1azq | o
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 30
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EXAMPLE 3 - TRA 61

[Final Tax Account

Movement in reserves - FINAL TAX ACCOUNT
(to page 6 of the tax return)
Profits allocated to the Final Tax Account TRA —
Browgrt Foard orvdonde o | Coed Fomard
[interests subject o 15% FWT TRAGS q q
5% FWT AT d o
49 01 2005 - Sale of Agricultral Produce Rules, 2005 TRA41 d o
A Profs on transfer of mmovable Property subject to Final Wihholding Tax TRAS3 o o
RAG8 o o
A1 o o
1 which was relieved by tax orodts (up o VIAZ014) o
ot income subject 0 5% FWT] AT G o
iousing Authorty [FWT 01 10% deducted from subsidy] AT d o
A~ At 31C - Rental inco © 1 wATT o o
[TA — At 31D - Rental income from lfling of residential T RS | o
ransfers of prope b issued debt sec A8 | o
A~ LN 226 of 2017 —Voluntary Occupational TRAS6 o o
ice 31E. Rental of properly fo another person or at least seven TRAG7 d o
~Notional Inerest Deduction Rules, 2015 TRA 100 B Si0000c] q 1100000
[TA—Avide 5A— Assignmentof Rights acauired undor a P T Rules 2020 TRA 119 q o
under Article 48(4A)(b)(i)(1) - Taxable profits after tax o)
o be allocated tothe Final Tax Account (Pless spealy Legil
Legislstion TLN 328 of 2011 - Securiisaion vehicle - Rule 7(2) AT T T T o
Legislation [ I | I o
Logisiation | | | [ o
S [ o - T T i 4
— I I I I ]
[Totals to page 6 of the return] ] Pages [ o 1.100,000] o 1.100,000]
oR-Mata A2 6.C0 2022 Ver 15 A 61
MALTA
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THE MALTA TAX ACCOUNTING SYSTEM
THE IMMOVABLE PROPERTY ACCOUNT
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
DEFINITION

- The IPA is defined in article 2 ITA:

“immovable property account” shall mean the taxed account
to which distributable profits which have suffered tax and
which are not allocated to the final tax account calculated in

such manner as may be prescribed, shall be allocated before
any distributable profits are allocated to the other taxed
accounts

v MALTA
27| INSTITUTE
® OF TAXATION

© Malta Institute of Taxation 2023 33
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
DEFINITION
= The IPA has two types of allocations:
: Secondar
Primary aary /
: Notional
Allocations :
Allocations
34
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
PRIMARY ALLOCATIONS

« The TAR provides an exhaustive list of the profits which are allocated to the
IPA.

- Profits typically allocated to the IPA are the following:
- Dividends paid out of profits allocated to the IPA of another company;

+ The amount of chargeable income after tax resulting from any profits or gains in respect
of which a company has exercised its option to make an election in accordance with Rule
9 of the TAR.

+ Additionally, any profits, gains or income derived, directly or indirectly, from
immovable property situated in Malta are allocated to the IPA, consisting
of:

+ The amount of chargeable income after tax from any profits or gains of whatever nature ‘
derived from the transfer of such immovable property or of any rights whatsoever on :
such property or in relation thereto, if article 5A of the ITA does not find application;

MALTA
INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 35

35

THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
PRIMARY ALLOCATIONS

+ The amount of chargeable income after tax derived from rents, premiums, provisions of
accommodation and any income or gains however described and of whatever nature derived,
directly or indirectly, from such immovable property, including gains or profits derived from
any timeshare option and from the provision of accommaodation;

+ The amount of chargeable income after tax resulting from profits directly derived from, and
not merely from the utilization of, services provided through the use of cables, wires, pipes and
any other material, device or apparatus, where such cable, wire, pipe, material, device or
apparatus is annexed to a tenement or installed in the ground permanently to remain
incorporated therewith. The provision of services shall include the provision of electricity, gas,
fuel, water, telephone services, telecommunication infrastructures, electronic communication
services / networks, associated facilities, services and data, radio and television;

+ The amount of chargeable income after tax, derived from work carried out on or in relation to
such immovable property consisting of brokerage and professional services, construction -
work, project management of construction work and work of tradesmen; ‘ . m%viﬁurs

OF TAXATION

\

© Malta Institute of Taxation 2023 36
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
PRIMARY ALLOCATIONS

+ The amount of chargeable income after tax resulting from profits derived from the
provision of management services in relation to any activity as a result of which income is
derived from the provision of accommodation;

+ Any other profits however described whether the CfR is of the opinion that the said
profits are directly or indirectly derived from immovable property situated in Malta and, in
such a case, the CfR may determine the manner in which such profits are to be
determined;

- Profits or gains after tax however described derived from the disposal of shares or other
interests in any entity which, directly or indirectly, principally owns immovable property
situated in Malta.

[‘T ﬂ MALTA

| ><J, INSTITUTE
%/ OF TAXATION
M

© Malta Institute of Taxation 2023 37

THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
SECONDARY / NOTIONAL ALLOCATIONS

 Rule 5(3)(e) of the TAR provides that the following shall be determined
gross before any deductions whatsoever:

« Interest, fees or any other consideration howsoever described derived, directly or
indirectly, from the granting of loans or from any form of credit to finance the acquisition,
development, construction, refurbishment, renovation of immovable property situated in
Malta or any right thereon including professional fees related thereto (including fees
related to the acquisition of finance) and any other matter which increases or enhances
the value of such immovable property or any right thereon; and

+ Insurance premiums related to the insurance of such property.

F\. S MALTA
| ><J, INSTITUTE
W/ OF TAXATION

N
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
SECONDARY / NOTIONAL ALLOCATIONS

+ Rule 5(3)(h) of the TAR introduces the concept of the Annual Market Rent
(AMRY):
+ The amount of the AMR of such immovable property owned and used by the company
for the purpose of its activities (excluding property which is rented by the said company
to other parties) calculated by multiplying the aggregate surface area in square metres of
all floors of such premises so owned and used by €250 per annum;
+ For the purposes of the above, any property held by a company under the title of
emphyteusis shall be deemed to be owned by the said company.

; 1 MALTA
| INSTITUTE
T OF TAXATION
© Malta Institute of Taxation 2023 39
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
SECONDARY / NOTIONAL ALLOCATIONS
 Rule 5(4) of the TAR states that for the purposes of allocating distributable

profits to the IPA in terms of sub-rules 5(3)(e) and 5(3)(h), the allocation of

profits must first be made to ALL tax accounts, with the provisions of sub-

rules 5(3)(e) and 5(3)(h) being ignored.

« After all primary allocations are effected, the amounts of chargeable

income after tax which are to be allocated to the IPA in terms of sub-rules

5(3)(e) and 5(3)(h) are to be re-allocated to the IPA. Such amounts shall

first be transferred from amounts which would have been allocated to the

Maltese Taxed Account and then from amounts which would have been

allocated to the Foreign Income Account.
) it
W[/ OF TAXATION

© Malta Institute of Taxation 2023 40
40
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)

EXAMPLE 1

« XYZ Limited took out a bank loan in order to finance the acquisition of
immovable property situated in Malta. The interest charged by the bank on
this loan for the financial year ended 31 December 2022 amounted to
€20,000. Allowable expenses of the bank against such interest income

amounted to €1,500.
- Tax return extracts for the bank are as follows:

© Malta Institute of Taxation 2023
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1~/ OF TAXATION
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)

EXAMPLE 1-TRA 09

Allocated

Interests [Article 4 (1)(c) ITA] . i.:;
ax Account

it

Immovable
Property
Account

Maltese
Taxed
Account

Foreign
Income
Account

Gross Interest NOT subject to 15% Final Withholding tax

Deemed Interest Income as per NID Rules

zmm'

Grossed up element for Flat rate foreign tax credit

Gross Interest Received |

o

20,000]

Less direct expenses [Details required]

Interest expense

q

Allowable expenditure

1500]

Interest income after deducting direct expenses

18,500]

18,500

of

of

o

of

18,500]

of

Net non-distributed income in terms of Regulation 7(2) of SL123.187 |
Total interest income |

Final Withholding Tax on Investment Income
Transfer to the Final Tax Account

CfR-Malta

© Malta Institute of Taxation 2023
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EXAMPLE 1-TRA 62A

Part 2 - Profits allocated to the Immovable Property Account
[Second allocation in terms of Sub - Regulations 5(4) to 5(8) where applicable]

[Aggregate amount not allocated in previous years BROUGHT FORWARD I o]
[Amount(s) provided for the CURRENT YEAR 1

Interest, fees and any other consideration directly or indirectly related to the granting of loans or
from any form of credit to finance acquisition, development, refurbishment, renovation of

immovable property or rights, etc [Reg 5 (3) (¢) ()] 20,000
[Insurance premiums related to the insurance of such property [Reg 5 (3) (e) (ii)] I o
[Amount of annual market rent of immovable property owned and used by the company for the

purpose of s activities [Reg 5 (3) (h)] including [Reg 6 (2) (a)]

|Aggregate surface area of all floors of such premises [square metres] I 0]

RATE [€ 250 (or equivalent) per square metre] |

| Amount of annual market rent for the year o]

immovable property used by the company but owned by a related person for no consideration or
for a consideration which is less than the market rental value of that property [Reg 6 (2) (b)]

[Aggregate surface area of all floors of such premises [square metres] 0
RATE [€ 250 (or equivalent) per square metre]
[Amount of annual market rent for the year 0
C paid for the use of the immovable property
[Amount of annual market rent for the year less. paid o]

[Total amount that may be allocated for the year I 20,000]

© Malta Institute of Taxation 2023

EXAMPLE 1-TRA 62A

[Total amount that may be allocated for the year

[Amount attributable to company allocated in the CURRENT YEAR of ASSESSMENT

[Unaliocated Amount

[TOTAL amounts ALLOCATED for the Year

I

I
I 7,975]
1 [Amount TO be allocated to the IPA of a Related company I o
[Unaliocated Amount i 7,975
2 [Amount FROM a Related company allocated to the IPA I 1
[Amount allocated for the CURRENT YEAR of ASSESSMENT | 1
[Unaliocated Amount I o]
[TOTAL immovable Property Account unallocated amount CARRIED FORWARD | 7.975]

[

[Amounts TO or FROM related companies under 1 or 2 above (column A)

[Name of Related Company Tax/ROCNo. | Amount
Total 0|

[Details of Related C under 3 above (column A)

[Name of Related Company Tax/ROC No.

IS ATTACHVIENT COMPLETE [Y or NJ? [__Yes |

CfR-Malta TA2_e-CO_2022_Ver 15 TRA 62A

© Malta Institute of Taxation 2023
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 1- PAGE 6 (EXTRACT)

[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS | meecommvers |

[Allocation of Income to the Taxed Accounts after the tax computation and calculation

Allocation and adjustments Final tax Account

[roomo socaid o o FrelTexAccout [ o o]
[Crrgestie reame for e year pertoxcomputzion [ Feses =
Doduct

=

MALTA
INSTITUTE
OF TAXATION
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 2
« Purple Limited is a Malta registered company. The company owns an office in Malta
measuring 500 square metres, from which it carries out its operations.
« The below are the primary allocations of Purple Limited for the financial year ended 31
December 2022:
Tax Accounts Primary Allocation
IPA
FIA 100,000
MTA 75,000 G
OF TAXATION
Total 175,000
© Malta Institute of Taxation 2023 46
46
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 2

« The following are the workings for the secondary allocation:
+ 500 square metres multiplied by €250 = €125,000

Tax Accounts Primary Allocation | Secondary Allocation Closing Balance
IPA - 125,000 125,000
FIA 100,000 (50,000) 50,000
MTA 75,000 (75,000) -
MALTA
Total 175,000 - 175,000 INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 47

THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 2 - TRA 62A

Part 2 - Profits allocated to the Immovable Property Account
[Second allocation in terms of Sub - Regulations 5(4) to 5(8) where applicable]
jate amount not allocated in previous years BROUGHT FORWARD q
[Amount(s) provided for the CURRENT YEAR |
Interest, fees and any other consideration directly or indirectly related to the granting of loans or
|from any form of credit to finance acquisition, development, refurbishment, renovation of
0]

immovable property or rights, etc [Reg 5 (3) (¢) (i)]

[Insurance premiums related to the insurance of such property [Reg 5 (3) (e) (i)] | o]

[Amount of annual market rent of immovable property owned and used by the company for the
purpose of s activities [Reg 5 (3) (h)] including emphyteusis [Reg 6 (2) (a)]
gregate surface area of all floors of such premises [square metres)

[RATE [€ 250 (or equivalent) per square metre]
[Amount of annual market rent for the year 125,000]

immovable property used by the company but owned by a related person for no consideration or
for a consideration which is less than the market rental value of that property [Reg 6 (2) (b)]

regate surfa of all floors of such premises [square metres] 0

[RATE [€ 250 (or equivalent) per square metre]

[Amount of annual market rent for the year 0

[Consideration paid for the use of the immovable property

[Amount of annual market rent for the year less consideration paid o]

[Total that may be allocated for the year I 125,000]
MALTA
INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 48
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EXAMPLE 2 - TRA 62A

EXAMPLE 2 - TRA 62 (EXTRACT)

[Total amount that may be allocated for the year I 125,000]
[Amount attributable to company allocated in the CURRENT YEAR of ASSESSMENT | 125,000]
[Unaliocated Amount I q
1 [Amount TO be allocated to the IPA of a Related company I 1
[Unallocated Amount | of
2 [Amount FROM a Related company allocated to the IPA I o]
[Amount allocated for the CURRENT YEAR of ASSESSMENT I 1
[Unaliocated Amount I o]
[TOTAL Immovable Property Account unallocated amount CARRIED FORWARD | of
[TOTAL amounts ALLOCATED for the Year | 125,000] 7rA 62
[Amounts TO or FROM related companies under 1 or 2 above (column A)
[Name of Related Company Tax/ROCNo. | Amount
Total 0|
Detals of Related C under 3 above (column A)
[Name of Related Company Tax/ROC No.
IS ATTACHVENT COMPLETE [Y or N] ?
CfR - Malta TA2_e-C0_2022_Ver 15 TRA 62A
© Malta Institute of Taxation 2023
Property Account [LN 79 of 2008 as amended by LN 247 of 2011] |
[——
[ of o the Matese
I

in Reserves (to page 6)

[Part 1 - Profits alocated to the Immovable Property Account

Onidends Paia

q

oo sufing taxal

St Totals

sccond scston ntermsof e 1

[Part 2 - Profits allocated to the Immovable Property Account

|

T ovisenss pis

|

Goo

oo sufieng taxa

oo suflring taxat | _3500%

q
9

9
25,000]

1
q

[
Tz5000]
q

[Stb Totaks

125,000}

Il

q
125,000]

© Malta Institute of Taxation 2023
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)

EXAMPLE 2 - PAGE 6 (EXTRACT)

[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS [ e ecozezverts

|Allocation of Income to the Taxed Accounts after the tax computation and calculation

Allocation and adjustments

immovable property Foreign hcome
Finaltax Account e Matese Taxed accou| 7

Tax Acoount

115.385] w2c 153846]

oduct

[

oduct

7G of the TA (0 FTA)

@] EE3
= o[ 20.388] 50 | 538
o | o e | 75000 s | 1000

]

75.000] o7c |

aftertax
TA-CS & oter

3
75,000] oo |

[neome.

THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)

© Malta Institute of Taxation 2023

SECONDARY / NOTIONAL ALLOCATIONS

« It shall be deemed that immovable property is owned by a company using
such property, and such company shall therefore be required to allocate

AMR to its IPA in the event that the company:

+ Uses immovable property for the purpose of its activities which is owned by a related

person; and

+ The property is being rented for no consideration or for a consideration which is less than
the market rental value of that property and the said consideration is less than €250 per

square metre per annum.

« In this case, the amount to be re-allocated to the IPA is reduced by the
amount of rent, if any, that such company is paying to the owner of the

property.

© Malta Institute of Taxation 2023
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
SECONDARY / NOTIONAL ALLOCATIONS

« For thls purpose, a person shall be deemed to be related to a company if:

That person and the company are, directly or indirectly, controlled or beneficially owned to
the extent of more than 25% by the same persons; or

+ That person owns, directly or indirectly, more than 25% of the ordinary share capital and
voting rights of the company; or

+ That person, in any capacity whatsoever, including that of a trustee, holds the said
property or receives the said consideration for and on behalf of or for the benefit of a
related party.

[ . MALTA
\< | INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 53
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 3
+ Black Limited is a Malta registered company owning immovable property situated in Malta
measuring 2,000 square metres. Black Limited rents such property to its fully owned
subsidiary, White Limited, for a consideration amounting to €100,000 per annum.
+ The below are the primary allocations of White Limited for the financial year ended 31
December 2022:
Tax Accounts Primary Allocation
IPA
FIA 250,000
MTA 300,000 [ 1 G
&S Bon
Total 550,000
© Malta Institute of Taxation 2023 54
54
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 3

 The following are the workings for the secondary allocation:
+ 2,000 square metres multiplied by €250 = €500,000
« Less rental expense of €100,000 = €400,000

Tax Accounts

Primary Allocation | Secondary Allocation

Closing Balance

IPA - 400,000 400,000

FIA 250,000 (100,000) 150,000
MTA 300,000 (300,000) -
Total 550,000 - 550,000

55

THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)

© Malta Institute of Taxation 2023

EXAMPLE 3 - TRA 62A

56

Part 2 - Profits allocated to the Immovable Property Account
Second allocation in terms of Sub - Regulations 5(4) to 5(8) where applicable]

regate amount not allocated in previous years BROUGHT FORWARD
[Amount(s) provided for the CURRENT YEAR |

immovable property or rights, etc [Reg 5 (3) (¢) (i)]

o]

Interest, fees and any other consideration directly or indirectly related to the granting of loans or
[from any form of credit to finance acquisition, development, refurbishment, renovation of
o]

[Insurance premiums related to the insurance of such property [Reg 5 (3) (e) (ii)] | o]
[Amount of annual market rent of immovable property owned and used by the company for the
purpose of s activities [Reg 5 (3) (h)] including emphyteusis [Reg 6 (2) (a)]
Aggregate surface area of all floors of such premises [square metres
[RATE [€ 250 (or equivalent) per square metre]
[Amount of annual market rent for the year of
immovable property used by the company but owned by a related person for no consideration or
for a consideration which is less than the market rental value of that property [Reg 6 (2) (b)]
|Aggregate surfa of all floors of such premises [square metres] 2,000
[RATE [€ 250 (or equivalent) per square metre] 250
[ Amount of annual market rent for the year 500,000
| Consideration paid for the use of the immovable property 100,000
[Amount of annual market rent for the year less consideration paid 400,000
[Total amount that may be allocated for the year I 400,000}

© Malta Institute of Taxation 2023
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EXAMPLE 3 - TRA 62A

[Total amount that may be allocated for the year | 400,000
[Amount attributable to company allocated in the CURRENT YEAR of ASSESSMENT T 400,000
[Unallocated Amount | o
1 [Amount TO be allocated to the IPA of a Related company I o
[Cnaliocated Amount | [
2 [Amount FROM a Related company allocated to the IPA | of
[Amount allocated for the CURRENT YEAR of ASSESSMENT I 1
[Unaliocated Amount [ q
[TOTAL Immovable Property Account unallocated amount CARRIED FORWARD I o]
[TOTAL amounts ALLOCATED for the Year | 400,000] TRA 62
[Amounts TO or FROM related companies under 1 or 2 above (column A)
[Name of Related Company Tax/ROCNo. | Amount
Total 0]
[Details of Related C: under 3 above (column A)
[Name of Related Company Tax/ROC No.
MALTA
IS ATTACHVENT COMPLETE [Y or NJ? [__Yes | INSTITUTE
CiR- Matta TA2_e.CO_2022_Ver 15 TRA62A OF TAXATION
© Malta Institute of Taxation 2023 57
Property Account [LN 79 of 2008 as amended by LN 247 of 2011] |
[——
[ of o the Matese
L
I
[ in Reserves (to page 6) |
[Part 1 - Profits allocated to the Immovable Property Account ‘
i
o q 9
s suerg axat q
q
g
S Totals 9 9 f o
Part 2 - Profits allocated to the Immovable Property Account T [
{Secondskocatonintems ot e 51
S e e [ommesromes|
S0 B g q n
o suerg [ 35001 o000 f -
s sufrg axat 0
q
Srae I |
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EXAMPLE 3 - PAGE 6 (EXTRACT)

[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS [ meecoxzvets
ion and calculation

[Allocation of Income to the Taxed Accounts after the tax

Immovable property Foreign come
Voblo DT | Maese Taxed accourt| PO O

Allocation and adjustments Finaltax Account

l
Tl wwle] wed

C ) G
o oo | so0000] sie | 250009
q
o e

7
o o |——so0000] e | 7o)

[

=
oo | o000 | z0]

rooms kooaotto e i TaxAceowt et [ ow] 3

[Chargeable ncome for e year por tax computation
Doduct
[ ]

5w ]

2([2)2|3[s(2]8] (28] |®

Income taved under Arile 276 of e TA (1o FTA) T
[Toed ) [ rass
[Crargeatie hoome ater
TA-CS Eober TRAGT e ] 0
3

ooa]__ 4o0.001]
Tora]_400000] o | 00000 were ] ioo0o]

0 o[ ore 0

o | { o] ol | 0
o] ) I | o[oea] 750000
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‘SPILL-OVER' OF EXCESS AMR, GROSS INTEREST & PREMIUMS

Rule 5(7) of the TAR regulates the treatment whereby any excess AMR and
Gross Interest and Premiums at the level of one company are reallocated
from the MTA and FIA of related companies to the IPA of the related
company.

This implies that where notional allocations cannot be made by a company
for a particular year of assessment because there are no or limited taxable
profits allocated to the company’'s MTA and / or FIA, then any notional
allocations not allocated to the IPA of the company are to be taken over by a
related company.

The related company taking over the unallocated notional allocations

would be required to re-allocate profits from its MTA and FIA into its IPA. MALTA
INSTITUTE
' OF TAXATION
© Malta Institute of Taxation 2023 60
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19/01/2023

‘SPILL-OVER' OF EXCESS AMR, GROSS INTEREST & PREMIUMS

The amount of unallocated notional allocations that can be taken over by
the related company cannot be in excess of the related company’s current
year MTA and FIA allocations.

For this purpose, a company shall be deemed to be related to another
company if, at the end of the year preceding the relevant year of
assessment, both companies are:

Resident in Malta; and

Oneis a subsidiary of the other or both are subsidiary companies of a third company,
residentin Malta.

Notwithstanding the above, a company which elected in terms of Rule 9 of
the TAR shall not be considered as a related company for the purposes of ki

. firiy INSTITUTE
this rule. i /' OF TAXATION

© Malta Institute of Taxation 2023 61

‘SPILL-OVER' OF EXCESS AMR, GROSS INTEREST & PREMIUMS

A company is deemed to be a subsidiary of another company (the ‘parent
company’):
If and so long as more than 50% of its ordinary share capital and more than 50% of its
voting rights are owned directly or indirectly by the parent company; or

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; or

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.

Itis important to note that the CfR may, in his absolute discretion, consider
a company to be related to another company where in his opinion the

relationship between the companies has been structured with the sole or EoXY, INSTITUTE
main purpose of circumventing the provisions of this rule. ' OF TAXATION
© Malta Institute of Taxation 2023 62
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 4

+ Malta Holding Limited is a Malta registered company, owning immovable
property situated in Malta measuring 2,500 square metres. The primary
allocations of Malta Holding Limited for the financial year ended 31
December 2022 are as follows:

Tax Accounts Primary Allocation
MTA 250,000
Total 250,000

MALTA
INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 63

63
THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
EXAMPLE 4
+ Malta Trading Limited is a fully-owned subsidiary of Malta Holding Limited.
The primary allocations of Malta Trading Limited for the financial year
ended 31 December 2022 are as follows:
Tax Accounts Primary Allocation
MTA 300,000
Total 300,000
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 64
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EXAMPLE 4 - MALTA HOLDING LIMITED TRA 62A

Part 2 - Profits allocated to the Immovable Property Account
[Second allocation in terms of Sub - Regulations 5(4) to 5(8) where applicable]

[Aggregate amount not allocated in previous years BROUGHT FORWARD [ of
[Amount(s) provided for the CURRENT YEAR 1

Interest, fees and any other consideration directly or indirectly related to the granting of loans or
from any form of credit to finance acquisition, development, refurbishment, renovation of

immovable property or rights, etc [Reg 5 (3) (¢) ()] 0
[Insurance premiums related to the insurance of such property [Reg 5 (3) (e) (ii)] I o]
[Amount of annual market rent of immovable property owned and used by the company for the

purpose of s activities [Reg 5 (3) (h)] including [Reg 6 (2) (a)]

[Aggregate surface area of all floors of such premises [square metres] | 2,500

RATE [€ 250 (or equivalent) per square metre] | 250)

[Amount of annual market rent for the year 625,000]
immovable property used by the company but owned by a related person for no consideration or

for a consideration which is less than the market rental value of that property [Reg 6 (2) (b)]

|Aggregate surface area of all floors of such premises [square metres] o

RATE [€ 250 (or equivalent) per square metre]

[Amount of annual market rent for the year ol

c paid for the use of the immovable property

[Amount of annual market rent for the year less. paid o
[Total amount that may be allocated for the year | 625,000

© Malta Institute of Taxation 2023
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EXAMPLE 4 - MALTA HOLDING LIMITED TRA 62A

[Total amount that may be allocated for the year | 625,000
[Amount atiributable to company allocated in the CURRENT YEAR of ASSESSMENT T 250,000
[Unaliocated Amount I 375,000]
1 [Amount TO be allocated to the IPA of a Related company I (300,000)]
[Unaliocated Amount I 75,000]
2 [Amount FROM a Related company allocated to the IPA I 1
[Amount allocated for the CURRENT YEAR of ASSESSMENT | |
[Unallocated Amount I o]
[TOTAL Immovable Property Account unallocated amount CARRIED FORWARD | 75,000]
[TOTAL amounts ALLOCATED for the Year | 250,000
[Amounts TO or FROM related companies under 1 or 2 above (column A) |
[Name of Related Company Tax/ROCNo. | Amount _|
Malta Trading Limited 999999999 300,000
Total 300,000)
[Details of Related C under 3 above (column A)
[Name of Related Company Tax/ROC No.
IS ATTACHMENT COMPLETE [Y or N] ? Yes
CiR- Matta TA2_e-C0_2022_Ver 15 TRA62A

© Malta Institute of Taxation 2023
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EXAMPLE 4 - MALTA HOLDING LIMITED PAGE 6 (EXTRACT)

[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS | meecozzmvets

[Alocation of Income to the Taxed Accounts after the tax on and i ]

Allocation and adjustments Fratox oot | O DY | 19 swam\[ e e I

oms kowei vt Fia iz hisomt Trocemma o] 3

e s = o] [ ) 3

Deduet

[ ] =] KT IS N 5

[swo ] [ ] o o | 2s0000] st | q

Deduet

s 55 s A 776 50w TS FTA] T s 0

ered Foome ekevsd by taxcrodis tocted o FTAY s oo 3

o et o oo | 7000l o | q

TA-CS Eober e o] o

Feborsdpsiment o eocale smouis s PA Frs secsion” 162 3 T ]

[argesbeProms aher o oo alocasd o oo | 7o e 0

[Fonon Pttt o locaed o PA (Socond Rccaton Tk 628) |

E P T N K I

T — - m o ioe 3

A O ey T ro0— o] 3 o] o[ on ] g

oo for e yearloceid o K T R ol e g
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EXAMPLE 4 - MALTA TRADING LIMITED TRA 62A

Part 2 - Profits allocated to the Immovable Property Account

[Second allocation in terms of Sub - Regulations 5(4) to 5(8) where applicable]

[Aggregate amount not allocated in previous years BROUGHT FORWARD I o]
[Amount(s) provided for the CURRENT YEAR 1

Interest, fees and any other consideration directly or indirectly related to the granting of loans or
from any form of credit to finance acquisition, development, refurbishment, renovation of

immovable property or rights, etc [Reg 5 (3) (¢) (i) 0
[Insurance premiums related to the insurance of such property [Reg 5 (3) (e) (ii)] I o]
[Amount of annual market rent of immovable property owned and used by the company for the

purpose of s activities [Reg 5 (3) (h)] including [Reg 6 (2) (a)]

|Aggregate surface area of all floors of such premises [square metres] I 0]

[RATE [€ 250 (or equivalent) per square metre] |

| Amount of annual market rent for the year o]

immovable property used by the company but owned by a related person for no consideration or
for a consideration which is less than the market rental value of that property [Reg 6 (2) (b)]

[Agaregate surface area of all floors of such premises [square metres] 0

[RATE [€ 250 (or equivalent) per square metre]

[Amount of annual market rent for the year 0

C paid for the use of the immovable property

[Amount of annual market rent for the year less. tion paid o]

[Total amount that may be allocated for the year I o]
MALTA
INSTITUTE
OF TAXATION
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EXAMPLE 4 - MALTA TRADING LIMITED TRA 62A

[Total amount that may be allocated for the year I o]
[Amount attributable to company allocated in the CURRENT YEAR of ASSESSMENT I o]
[Unaliocated Amount I o]
1 [Amount TO be allocated to the IPA of a Related company I ]
[Cnaliocated Amount | 9
2 [Amount FROM a Related company allocated to the IPA I 300,000]
[Amount allocated for the CURRENT YEAR of ASSESSMENT I 1
[Unaliocated Amount [ q
[TOTAL Immovable Property Account unallocated amount CARRIED FORWARD! I o]
I

[TOTAL amounts ALLOCATED for the Year

300,000]

[Amounts TO or FROM related companies under 1 or 2 above (column A)
[Name of Related Company Tax/ROCNo. | Amount _|

Malta Holding Limited 999999999 300,000]

Total 300,000
[Deals of Related C under 3 above (column A)
[Name of Related Company Tax/ROC No-
MALTA
1S ATTACHVENT COMPLETE [Y or NJ? [_Yes | INSTITUTE
CfR - Malta TA2_e-CO_2022_Ver 1.5 TRA 62A o F TAXATI o N
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EXAMPLE 4 - MALTA TRADING LIMITED PAGE 6 (EXTRACT)

\PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS I TA2_e-CO_2022 Ver 15
[Allocation of Income to the Taxed Accounts after the tax on and i ]
) ) e — e
Allocation and adjustments Finaltax Account oo | Matise Taxed aocmm‘ P I
e shosed v te FraTesrcsont T e [ou] 7
ki iz T Fons = T [ q
Seduet
[Faxthreonrororiar ey ] =] o KT I | q
= ] [ Sl [ w0 v q
Deduet
ncome Gred under Avige 27 o1 TA 1o FTA] T s = 7
o e mleved by toxcradis alooamd GFTAY | o o e 7
hergeabls oo s fax o oo | soomo[ e | q
TGS worer [ el o o
) or oo ] 1
horgecble Promeaher s o h e alocaied o oo |00 e | g
et P sz 1 b slecaod o PA Sacond Aocalon TRAG2A) ol oo
Tl fom WTAar o FRBTR PR | o] o000 —
s i e [ o] oo 3
TA D Fulos) T rioo o] 3 oo | o] 9
ncome orthe yearalocaiod o 2 T T | ooz | 9
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MORE THAN ONE RELATED COMPANY

When a company is related to more than one company, one needs to
consider the percentage of beneficial entitlement that the parent company of
the group has to the amounts of distributed profits allocated to the MTA and
FIA of the various related companies for that particular year of

assessment.

The spill-over shall first be allocated by the related company in which the
parent company has the highest percentage beneficial entitlement to the
amount of distributable profits, derived in the respective accounting period
and allocated to the MTA and FIA.

Any unallocated secondary allocations (not taken over by the parent
company referred to in the above paragraph) shall then be allocated to the
related company in which the parent company has the second highest
beneficial entitlement to the distributable profits for that year, and so on.

© Malta Institute of Taxation 2023

MORE THAN ONE RELATED COMPANY

The parent company shall be deemed to hold a 100% beneficial entitlement
to the amount of distributable profits derived in the respective accounting
period and allocated to the MTA and FIA of the parent company.
Accordingly, the parent company is deemed to be one of the related
companies by which an allocation must be made.

Itis important to note that dividends received from a company registered in
Malta are to be disregarded for spill-over purposes.

© Malta Institute of Taxation 2023
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
MORE THAN ONE RELATED COMPANY

ABC
Limited

80%

+ To which companies and in what order would DEF Limited transfer its

unutilised notional allocations?
0] 1 e
® OF TAXATION
© Malta Institute of Taxation 2023 73
73
THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
MORE THAN ONE RELATED COMPANY
ABC
Limited
80%
« To which companies and in what order would DEF Limited transfer its
unutilised notional allocations? N
- ABC Limited El':sgfgﬁ -
+ XYZ Limited
Malta Institute of Taxation 2023 74
74
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
MORE THAN ONE RELATED COMPANY

ABC
Limited

80%

+ To which companies and in what order would XYZ Limited transfer its

unutilised notional allocations?
0] 1 e
® OF TAXATION
© Malta Institute of Taxation 2023 75
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
MORE THAN ONE RELATED COMPANY
Limited
80%
« To which companies and in what order would XYZ Limited transfer its
unutilised notional allocations? N
+ ABC Limited and DEF Limited, in no particular order %ﬁfﬁ.ﬁm
Malta Institute of Taxation 2023 76
76

19/01/2023

38



THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
MORE THAN ONE RELATED COMPANY

ABC
Limited

80%

+ To which companies and in what order would MNO Limited transfer its

unutilised notional allocations?
0] 1 e
® OF TAXATION
© Malta Institute of Taxation 2023 77
77
THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
MORE THAN ONE RELATED COMPANY
Limited
80%
+ To which companies and in what order would MNO Limited transfer its
unutilised notional allocations? %‘ —
+ No unutilised notional allocations would be transferred since the relationship with the '] INSTITUTE
other companies is less than 50% P @ OF TAXATION
Malta Institute of Taxation 2023 78
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RULE 5(8) - TRANSACTIONS BETWEEN RELATED COMPANIES

In the event that a company derives profits consisting of interest, royalties,
fees or any other consideration from the granting of loans or any form of
credit or from the provision of services to a related company or from the use
of tangible or intangible assets by a related company where such profits
would have been allocated to the IPA, were it not for the said transaction or
transactions, and where such a transaction or transactions from which
such profits are derived are entered into with the sole or main purpose of a
shareholder or shareholders of any of the said companies obtaining a
refund of an amount of tax in terms of article 48(4) or 48(4A) of the Income
Tax Management Act to which the said shareholder or shareholders would
not have been entitled were it not for the said transaction or transactions,
the provisions of article 48(10) of the Income Tax Management Act shall : MALTA

\ INSTITUTE
apply. ’ /' OF TAXATION

© Malta Institute of Taxation 2023 79

RULE 9 ELECTION

Companies have the option to elect so that the profits that stand to be
allocated to the MTA and the FIA are instead allocated automatically to the
IPA of the company.

All the secondary / notional IPA allocations do not find application for
companies that elect in terms of Rule 9, unless one of the related
companies (< 50% relationship) does not elect.

Once made, an election applies automatically to all subsequent years. The
election can only be revoked at the absolute discretion of the CfR and the
company would be required to effect allocations to the MTA and FIA as if it
had never elected.

The main scope of the Rule 9 election is to facilitate tax accounting 23 AL fE
through a direct allocation of a company’s profits to the IPA and FTA. LY. OF TAXATION
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
RULE 9 ELECTION - TAX RETURN EXTRACT (PAGE 2)

1 MALTA
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THE IMMOVABLE PROPERTY ACCOUNT (‘IPA’)
RULE 9 ELECTION - TAX RETURN EXTRACT (TRA 62)
2| MALTA
J) ST
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THE MALTA TAX ACCOUNTING SYSTEM
THE FOREIGN INCOME ACCOUNT

DEFINITION

A list of distributable profits which are to be allocated to the FIA can be
found in article 2 ITA:

MALTA
INSTITUTE
OF TAXATION
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THE FOREIGN INCOME ACCOUNT (‘FIA’)
ALLOCATIONS

« Article 2 of the ITA provides an exhaustive list of what is to be allocated to
the FIA of a particular company:

« Profits resulting from royalties and similar income arising outside Malta and from
dividends, capital gains, interest, rents, income or gains derived from a participating
holding or from the disposal of such holding other than a participating holdingin a
company resident in Malta, or in a partnership en commandite the capital of which is not
divided into shares which is resident in Malta, and any other income derived from
investments situated outside Malta, which are liable to tax in Malta and are receivable by a
company registered in Malta (not under the Malta Financial Services Authority Act);

« Profits resulting from investments, assets or liabilities situated outside Maltato a
company not registered under the MFSA Act, and either licensed as a bank in Malta or in
possession of a licence granted under the provisions of the Financial Institutions Act;

Provided that with effect from year of assessment 2016, the above paragraph shall not be

applicable to any company which is not specifically empowered to receive such profits or 9 E&'Lr{?urs
gains; 0 OF TAXATION
© Malta Institute of Taxation 2023 85
85
é ?
THE FOREIGN INCOME ACCOUNT (‘FIA’)
ALLOCATIONS
It is important to consider that for companies which are licensed as a bank
in Malta or which form part of a banking group, the following also need to
be considered in order for the company to allocate profits to the FIA:
More than 95% of the bank’s average daily deposits throughout the financial
year must be taken from persons who are not residents in Malta; and
Where the company forms part of a banking group, such group must meet
(on a consolidated basis) the requirement referred to in the above point.
A definition of a ‘banking group’ and ‘average daily deposits’is found in v
article 2 of the ITA. @ :‘;E.'}I.I"}UTE
0 OF TAXATION
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THE FOREIGN INCOME ACCOUNT (‘FIA’)
ALLOCATIONS

-+ All profits or gains of a company registered in Malta which are liable to tax in Malta and
attributable to a permanent establishment (including a branch) situated outside Malta;

« Profits resulting from dividends paid out of the FIA of another company;

+ Profits or gains resulting to a company registered in Malta authorised under the
Insurance Business Act (not under the MFSA Act) from the business of insurance in
relation to risks situated outside Malta.

The above provision however, only applies to companies which allocated such profits to
the FIA on the basis of such paragraph up to year of assessment 2007 and such

companies were only entitled to continue allocating such profits to the FIA up to year of
assessment 2011.

« Itis important to note that Collective Investment Schemes and insurance <
companies (with effect from year of assessment 2012) cannot make any [ KJ MALTA
Y

| INSTITUTE
allocations to the FIA. X OF TAXATION
© Malta Institute of Taxation 2023 87
87
THE FOREIGN INCOME ACCOUNT (‘FIA’)
EXAMPLE 1
+ Alpha Limited is a Malta registered company with a minority shareholding
(less than 5%) in Beta Limited, a company incorporated in Italy. During the
financial year ended 31 December 2022, Beta Limited distributed gross
dividends amounting to €50,000 to Beta Limited.
« The dividend income was not subject to any withholding tax in Italy.
[\ ’1 MALTA
| >< | INSTITUTE
% OF TAXATION
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EXAMPLE 1-TRA 08

89

ITA - DIVIDENDS
is of Dividends received
Gross Dividend Tax Deducted
Wi Paying Company Immovable Foreign s
RO.C. No. Final v:: L “:..::c o I.In:xeﬂ Mllhuux i || e W'I:Idlng Dividend
‘Account e 2= =
et ining BT So000]
Totals > ol of of 50,000] of of of o of 50,000
Dividends the tax on which is relieved by Tax Credits 1PA MTA [Tax credit
I
|
1 I
Totak > TRAss g 3 TRA3S 7

© Malta Institute of Taxation 2023

EXAMPLE 1-TRA 08

Alocated L DIVIDENDS RECEIVED EITHER FROM THE
Tax compuation Bempt IEINAL TAX ACCOUNT OF ANOTHER COMPANY OR|
[page 4 of tax retum] Craende<" [FROM A PROPERTY TRANSFER RESERVE ARE TO|
ITA - Dividends Dividends Didends.
FTA | mrovable | Mattese ALLOCATED TO THE FINAL TAX ACCOUNT.
(TRA18] [ ‘Propeny | Tasea | Fo®9n | ~ Ao [bividends from the FTA of another company have tol
Account | Aecount | ne0me Al[Pese5ete e raported et of tax.
Gross Dividends Received q 9 o soon o
Grossed up element for Flat rate
Gross Dividends Received o o o so00] ol
ess direct expenses [Detals requred]
rterest expense q q q q 0
Dividond income after deducing direct experses So0u]
0 ) s so0
12187 | [ o ] o watiz
[fotal dividencs] 1 [ o o] so000]
Foroign axpald wharo At 12(1)u) apptes
Dividend Income allocated to the Final Tax Account | — N
Dividend Income allocated to the Untaxed Account  m—
(CIR - Malia TA2 6-CO_2022 Ver 15 TRAGS|

90
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THE FOREIGN INCOME ACCOUNT (‘FIA’)
EXAMPLE 1-TRA 63_1

Allocation to the Foreign Income Account and the Maltese Taxed Account

FOREIGN INCOME ACCOUNT

BROUGHT CURRENT YEAR CARRIED
FORWARD FORWARD
Alocated | Dividends Paig

Income from Participating Holdings NOT subject to relief of Double Taxation 9
Income from Participating Holdings subject to relief of Double Taxation o
Other types of foreign income not subject to relief of Double Taxation o 32500 9 2500
Other types of foreign income subject to Treaty/Unilateral Relief 9
Other types of foreign income subject to FRFTC.

Income from overseas permanent establishment not subject to relief of double taxation

o
o

Income from overseas permanent establishment subject to relief of double taxation o
Dividends from local foreign income s NOT subject to relief of Double Taxation o
o

o

o

o

Dividends from local foreign income s subject to relief of Double Taxation

Passive interest or royalties not subject to relief of Double Taxation
Passive Interest or royalties subject to Treaty/Uniateral Relief
Passive interest or royalties subject to FRFTC

Totals [to page 6 of the tax return] | o sesd o s
CR-ata TA2_e-00_2022_Ver 15 TRA G 1
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 91
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THE FOREIGN INCOME ACCOUNT (‘FIA’)
EXAMPLE 2

« ABC Limited is a Malta registered company. During the financial year ended
31 December 2022, ABC Limited derived passive interest income from a
loan granted to a foreign third party, amounting to €100,000.

+ No foreign tax was incurred in relation to such passive interest income and
ABC Limited is specifically empowered, in terms of its Memorandum and
Articles of Association, to receive such foreign income.
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EXAMPLE 2 -TRA 09

Allocated
: I ble Malts Forei
Interests [Article 4 (1)(c) ITA] Final | O | Taed | oo
TaxAecount| coount | Account | Account
Gross Interest NOT subject to 15% Final Withholding tax | 100,000
Deemed Interest Income as per NID Rules |
Grossed up element for Flat rate foreign tax credit 25,000}
Gross Interest Received 0 o 0 125,000]
Less direct expenses [Details required]
Interest expense 0 0 0 [
Interest income after deducting direct expenses 125,000
0 0 0 125,000
Net non-distributed income in terms of Regulation 7(2) of SL123.187 | | of of |
Total interest income | o o o 125,000]
Final Withholding Tax on Investment Income
Transfer to the Final Tax Account
CR - Malta TRA 09 MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 93
Relief of double taxation
Atachment/ | Double ) FiatRas
Source of Income Roun | Taaton | TaedAc | el | Taedac | R | Tawed A | Foreign Tax | Tawed Alc
reference Relief redit
A~ Income from trade, business. Rot pg.3 o _Fm
TA - Dividend(s) o
TTA~ nteresi(s) 25000 P
A~ Discounts or premiums o
TTA - Income from Rent(s) o _Fm
A~ Income from Ground Rent(s) o
TTA - Income from Royallies, etc o _ra
A~ Other income! o
TTA~ Capital Gains o _rm
Totals’ o o o 25000
ALLOCATED
RELIEF = A = Totals
Double Taxation Relief of o o o
Relief o [ q o
Uniateral Relief of o o o
Flai-Rate Foreign Tax Credit 25000 25,000
TOTALS T o o 25000 25,000
OR-Malta TA2_6.C0_2022 Ver 15 TRA 30
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 94
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EXAMPLE 2 -TRA 63_1

Allocation to the Foreign Income Account and the Maltese Taxed Account

BROUGHT CURRENT YEAR CARRIED

FOREIGN INCOME ACCOUNT FORWARD FORWARD

Alocated | Dividends Paid

Income from Participating Holdings NOT subject to relief of Double Taxation

Income from Participating Holdings subject to relief of Double Taxation

Other types of foreign income not subject to relief of Double Taxation

Other types of foreign income subject to Treaty/Unilateral Relief

Other types of foreign income subject to FRFTC

Income from overseas permanent establishment ot subject to relief of double taxation

Income from overseas permanent establishment subject to relief of double taxation

Dividends from local sources received out offoreign income accounts NOT subject to reief of Double Taxation
Dividends from local sources received out offoreign income accounts subject to refief of Double Taxation
Passive interest or royalties not subject to relief of Double Taxation

Passive Interest or royatties subject to Treaty/Unilateral Relief

Passive interest or royalties subject to FRFTC o] o250 o 106250

Totals [to page 6 of the tax return] ol 106,250 106,250)

CR-Mata TA2_e-CO_2022_Ver 1.5 TRAG_1

MALTA
INSTITUTE
OF TAXATION
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THE MALTA TAX ACCOUNTING SYSTEM
THE MALTESE TAXED ACCOUNT
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THE MALTESE TAXED ACCOUNT (‘MTA’)
DEFINITION

- The MTA is defined in article 2 of the ITA as follows:

“Maltese taxed account” means any of those profits of a
company that are not included in the foreign income account
and:

(a) which have suffered tax; or

(b) which have been exempt from tax under the provisions of
any Maltese law and where the distribution of such profits
by the company is also exempt from tax in the hands of the

shareholders [provided that this paragraph shall cease to

apply with effect from year of assessment 2008] MALTA

INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023 97

97
?
THE MALTESE TAXED ACCOUNT (‘MTA)
ALLOCATIONS
« With effect from YA 2015, the following profits shall also fall to be allocated
to the MTA (instead of the FTA):
+ The amount of chargeable income the tax chargeable on which has been relieved from
payments by any tax credits where the distribution of such profits is exempt from tax in
the hands of the shareholders; and
+ The amount of the chargeable income the tax chargeable on which has been relieved from
payment by any tax credits under certain rules / regulations.
MALTA
7] INSTITUTE
0 OF TAXATION
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THE MALTESE TAXED ACCOUNT (‘MTA’)
EXAMPLE 1

+ Malta Manufacturing Limited is a company registered in Malta, engaged in
the manufacture of children’s toys. As at 31 December 2022, the company
had unabsorbed tax credits amounting to €250,000, which credits had
previously been granted in terms of the Investment Aid Regulations. The
company'’s chargeable income for that year amounted to €700,000.

[‘T S MALTA
X2 iNsTiITUTE
/ OF TAXATION

Ny
o
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Malta Enterprise Act
LN 68 of 2008 - Investment Aid Regulations
[T Aid ]
IT reference (incaseoffscalunt) |
Investment Entitlement Certificate Ref [Company o] [ woox ]
Company descripton for the purposes of Regulation 2
Amountof qualfying expendiure [Rogulation 4 (1) (] o Percentage as per Reg. 4(1) |
Maximum Tax Credit for the year
Maximum Tax Credit Restricted [2nd Proviso to Reg 4(1)]
Maximum tax Credit that may be claimed
T to other form of these Regulations
Taxcredit for the year
Less Aid Intensity claimed under other incentives
Incentive for the year
Add Unutiised Tax Credit brought forward 25001
Add  Project based tax credits approved for the year Y | I—| IEC - Project Reference] |
Total tax credit available for the year
Tax Credit utiised during the current year of assessment
Unutiised Tax Credit
Unutiised Tax Credit infiated or deflated by the Reference Rate c/fwd
[Fcome the tawon wi redi Cument] YA 2022 T 700000] .
2w MALTA
Have all the conditons, set out in the Regulations been satisfied? 7 >< INSTITUTE
ol
CR-Mata TA2_6.CO 2022 Ver 15 TRAS4_1 W OF TAXATION
o
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EXAMPLE 1-TRA 35

TAX CREDITS UTILISED DURING THE YEAR - Summary Statement e Tord et
| Tax Credit] RA29 of 0| Makese Taxed Account
‘ 14 - [Training Tax Credit] RA34 of 0| Makese Taxed Account
o5 a1 Gormpanies] ) J F T
i ellved by Tax ot (ONLY frorhe PA o anohr compary) 3 d of ol Popery ez
hidends the L on vhic s elieved by Tax Godis (ONLY from he MFA o nother company] 3 J o Votess Tt Aot
oizots - PR ] ] o tes Ttz
15 o 2075 (Rl 17) o Grei RAS d o otes Ttz
iron Ad Reguiions 20142020 Y J o tes T o
45300 e s 2074 T q o e e
66 o 2008 - ivestrent Ad Fegiators ki PP Toom0d] otes T o
N 168 o 700~ Assistanc or D an Inovaion Fequators 7000 d o] botesn ot ez
NA78 o 7016 - Asistance o Knaulodge Trarse Reulatons. 2016 J o] Motesn Tt o
N7 o 016 nvsimert Ad forig FITy J o etem T o
N ot 7076~ 2)Roguiatons, 2016 -Rue 20 J o tem Tms e
otz o Fuls, 2017 q o otees Toes o
wzo7- aton Reguiatons, 2017 q o hetes T e
a0 or7- Rulo J o ote T e
a0 or7 - Rulos q o tee T e
a0 aaiors 2017 Rab 20782020 q o otes Tt s
012017 Gatrng Gapacty Bulding Regultons, 2017 q o otes Toret czon
e it and Resimrars q o otes Tore czon
2018 - st A for Enetg Eficiency Reqiations, 2018 q o otes v czon
“inegorzots oo Gamos v a Glural Dimension q o otes vt s
LN 15 or201s S q o otes vtz
N isory Serons Regulatons q o otes vt czon
N o ozt q o otes Toro czon
B q o otes Tore czon
ot T T Fages | T ]
[ o th Waee Tar ouposes oo 2T T Toood
[ ncome rleved proe | Too0od
O THE TARED AGGD |
Fred ncomo levd b o reits it siands b alocated T Pl Tax Aot T Trasr | T |
e oot el s o TTener ]| [ d
[Foo e v oy e crodis o stande o b alociod o o Walioe TEx Acount | I Toood
v 4200202 ver 15 Toass
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EXAMPLE 1-TRA 63_2

MALTESE TAXED ACCOUNT

BROUGHT
FORWARD

Alocated

CURRENT YEAR

Dividends Paid

CARRED
FORWARD

Income from participating holdings
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @

Taxed Income relieved by Tax Credits.
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Passive Interest or royalties @
Passive Interest or royalties @
Passive Interest or royalties @
Taxed Income relieved by Tax Credits relocated to the IPA

REoARRR R R R R R R R RS R

700,001)

3 700,00

[Totals [t page & of e taxretum]

700,001)

o 700,000)

CIR-Mata TA2_6-C0_2022 Ver 15

© Malta Institute of Taxation 2023
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THE MALTESE TAXED ACCOUNT (‘MTA’)
EXAMPLE 2 (Continuation of FTA Example 3)

« Sunshine Limited is a Malta registered company. For the financial year ended 31 December
2022, Sunshine Limited derived chargeable income (pre-NID) amounting to €5,000,000.

+ The company was eligible to claim NID amounting to €1,000,000 for the year.

+ As aresult, the company’s chargeable income was reduced to €4,000,000 (tax at 35% thereon

is €1,400,000).

Tax Acc_ount Direct Allocation Indirect Allocation Closing Balance
Allocations
FTA €1,000,000 €100,000 €1,700,000
MTA €2,600,000 (€100,000) €2,500,000 e
INSTITUTE
OF TAXATION
Total €3,600,000 €3,600,000
© Malta Institute of Taxation 2023 103

103

THE MALTESE TAXED ACCOUNT (‘MTA’)
EXAMPLE 2 (Continuation of FTA Example 3) - PAGE 4

104

‘PART 3 - SELF ASSESSMENT

TA2_e-CO_2022_Ver 15

Section 1 - COMPUTATION OF CHARGEABLE INCOME

Electronic filing is mandatory!!

A [Description atach. Matese Taxed || Foreign hcome
Article | [Allocation o Tax Accous for tax compuation purposes ONLY] Account [Total] Account otal] Account otal]
o business, o, afer Page s | [a0e] o [ so00000] [ J
but allowances 400 [ of [a0e | o [0 | 9|
[Balancing charge TRA04 | [41a] of [an ] of [a1c] 9|
Capital Allowances
Brought forward 42a 42b 42
Income Tax Act - Wear & Tear TRAOS | |43a 0] [ 430 0] | 43¢ 9]
BPA [Article 7] - Investment Allowance TRA06 | |4da 0] | 44b 0] | 44c 9]
[BPA [Article 8] - Accelerated Depreciation TRAO7 | |45a 0] | 4sb_ 0] | 45¢ 9]
Balancing allowance(s) TRAO4 | | 46a 0] | 46b_ 0] | 46c 0]
Capital allowances absorbed 47a 4Tb ATc
|Allowable deductions surrendered to group companies TRA 125| | 47d 0] | 47e 0f | a7t 9]
Unabsorbed capital 48a 0] | 48b 0] | 48c 9]
Income from trade. business, etc. net of capital allowances / (Loss) 458 o| [49 5000000 [c o
Lo Tax Accounts a5d 90 aor
Dividend(s) TRA08 | |50a 0] | 500 0] | 50¢ ol
4(1)(c) [Interest(s) - Including Deemed Notional Interest Received TRAO9| [51a o] | 51b o] | s1c 9]
[ Discounts or premiums TRA10| |52a 0] | 520 0] | s2¢ 9]
[Net Income from Rent(s) TRA11| |53a o} 53b 0]
4(1Xe) [Net Income from Ground Rent(s) TRA 12 | [54a o s o
[Net ties, et TRA13| | 55a 0] | s8b 0] | 55¢ o
[4(1Xo) Jother income TRA 14| [s6a of [ s6b o [ s6¢ 0|
Net i 57a o] | 57b 5,000,000{ | 57¢ 9]
5 |Capital gains charged for the year TRA 15 | | 58a o] [se0 of [ s8¢ 0|
[Net income/(Loss) after Capital Gains 59 0] [5o0 [5.000.000] [55c. 9|
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 104
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EXAMPLE 2 (Continuation of FTA Example 3) - PAGE 4

[Loss transferred between T: i 60a |

o [60n o [s0c] 9
Net Income / (Loss) after loss transfer between tax accounts 61a| o| [61b| 5000000 [61c] 9
161022 [GROUP LOSS RELEEF
ss SL to TRA19 | [62a] of [e20] o [s2¢] of
[Net Income/(Loss) after loss surrender to group companies 63a ] o| (63| _5.000.000] | 63c] o
16022 [Group Loss CLAIMED
Group Loss Absorbed this year TRA20 | [64a] of [ean] of [64c] 9|
Net Income /(Loss) after Group Relief 652 o] [lesb [ 5.000.000] [65c] g
JUnabsorbed Trading Losses bifwd from previous year I 660 660 | 660 | 9|
[Total Income /(Loss) 67a o [670 [ 5000.000][67c] 9
Loss transferred between Tax Accounts I 68 of [eao ] 680 | 9|
27G_|Chargeable income for the year from Projects | TRa8o | [e8a 0
14(1)(o) | Notional i 1 1ra 100) e8e | (1.000,000) [ 681 9
Net Income /(Loss) after Notional Interest Deduction 5| 4,000,000] [ o
T Trraizs) [eai] o] [s1 o] [6x o
Chargeable income for the year 6%a o| [6sb| 4,000,000 [ 63 9|
[14(1)(g) Unabsorbed Trading Losses ofiwd 70a| of [ 700 of [70c o
CfR-Mata Paged
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 105

EXAMPLE 2 (Continuation of FTA Example 3) - PAGE 6 (EXTRACT)

[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS [ meecomzverts
[Allocation of Income to the Taxed Accounts after the tax ion and i ]
Allocation and adjustments Fialtax Account [0 PP fytaoge Taxed wcmm‘ = I
rooms skoosd o e e Tax Aot T oaer [ou]  towmo
[Crarseabe roome b earperarcompsion [ pewes En| T ] oo ] q
Doduct
[Foxereon fetof o] ] =] I I I q
5w | ] o o | 2e00000] ¢ | 9
Deduct
oo Evod urser Aric 276G o e TA T FTAT | IR = q
Tarea A A ) LD q
argese neome afer o o of o | ze00000] o7 | q
T -GS Eoter [ e Jow] o oo o
TRAG2) N ) o] |
argeab eome afer o e year alocaied e oo | 2600.000] e | 9
Armount bt siands o be locaied 1o PA (Second Alocaton TRAGZA) | oo
Farsirs o WTA and or P b e PA o ] o] q
Tronser s Reser | Y o | 0
TA (ND Rujos) T Trai00 [ won] o] m| T
rcome forthe yeer alocated | o[ 02| 200000 oz | q
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 106

53



107

108

19/01/2023

EXAMPLE 2 (Continuation of FTA Example 3) - TRA 63_2

MALTESE TAXED ACCOUNT

BROUGHT
FORWARD

CURRENT YEAR

Alocated | Dividends Paid

CARRED
FORWARD

Income from participating holdings
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Taxed Income relieved by Tax Credits.
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Passive Interest or royalties @
Passive Interest or royalties @
Passive Interest or royalties @

ERRERE R R R R R RRR

o 2500.000]

o] 250000]

Taxed Income relieved by Tax Credits relocated to the IPA

| Totals [to page 6 of the tax retum]

o] 2500.000]

o] 250000]

CR-Mata

TA2_e-C0_2022 Ver 15

© Malta Institute of Taxation 2023
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THE MALTA TAX ACCOUNTING SYSTEM
THE UNTAXED ACCOUNT
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THE UNTAXED ACCOUNT (‘UTA’)
DEFINITION

- The UTA is defined in article 2 of the ITA as follows:

“untaxed account” shall consist of those profits (or losses as
the case may be), which represent the total distributable profits

(a positive amount) or the total accumulated losses (a negative
amount) as the case may be, and deducting therefrom the total
sum of the amounts allocated to other taxed accounts

© Malta Institute of Taxation 2023

THE UNTAXED ACCOUNT (‘UTA’)
ALLOCATIONS

+ The UTA is the only tax account which can be either positive or negative.

+ The UTA typically consists of expenditure which is disallowed for tax
purposes and items of income which are outside the scope of tax.

Malta Institute of Taxation 2023

19/01/2023
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EXAMPLE 1

Malta HoldCo is a Malta registered company with a fully-owned subsidiary
in Germany, Trading Company GmbH. During the financial year ended 31
December 2022, Trading Company GmbH distributed gross dividend

income amounting to €250,000 to Malta HoldCo. All relevant conditions for

the application of the participation exemption have been met.
Malta HoldCo did not derive any other sources of income during the year.

111

EXAMPLE 1-TRA 08

© Malta Institute of Taxation 2023

ITA - DIVIDENDS

Details of Dividends recelved

T No. /
RO.C. No. Paying Company

Tax

Deducted

ed [Malta tax| oo

FRFTC

Whiding
tax

nnnnnn

250000}

Totals >
Dividends the tax on which is relieved by Tax Credits.

q q
1A NTA [Tax credit

1

Totals >

rrrrr J d

112
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THE UNTAXED ACCOUNT (‘UTA’
EXAMPLE 1-TRA 08

Llocated L DIVIDENDS RECEIVED EITHER FROM THE|
Tax cor m::"‘“" IFINAL TAX ACCOUNT OF ANOTHER COMPANY OR|
A - Dividends Diidends Ipage 4 of tax etum] #46ens | OM A PROPERTY TRANSFER RESERVE ARE TO|
- Dvidends FTA [ immovable | Mahese ALLOCATED TO THE FINAL TAX ACCOUNT.
TRA18] | “Property | Taxea | Foreion At |Dividends from the FTA of another company have to|
Account | Account mcrenan]” | reported net of tax.
Gross Dividends Received 50000
Grossed up element for Flat rate
Gross Dividends Received of of 250,000}
ess drect expenses [Detals requred]
lerest exponse ] ] B q o
[Dividend income after deducting dir 250,000}
o 5 o s 00
mmmﬁmwumwnm_' |_u'_u'ﬁ1 i
ot dhigons] o o
e — —
Dividend Income aflocatd to e Final Tax Account | — N
Divicend ncome alocated o the Untased Account TAt8
lcR- Mt TA_e-CO_2022 Ver 15 TRA 06|
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 113

113

THE UNTAXED ACCOUNT (‘UTA’
EXAMPLET1-TRA 18

[Exempt Income (and other income not subject to tax |
- reome | Aaowen | Twed AlcorNorbisbiabh Fesens

—_—
=

[es. bensiis o orart
ERDF Grants
Other exemp grants
[Business Promotion Act
BPA- Aricle
BPA- Avticl 20 (Management Services Gran)
BPA- Avtice 23 (3) and (4) (Accom. & in Gom)
[BPA_Reguiations - Benefits and Grants
Regulation 9 - (Loan Interest Subsidy)
Regulation 11 - (Grans for
Regulation 13 (9) - (Grant(s) i lieu of deductions for job creation)
Regulation 14 - (Training Grant)
Reguiation 22 - ararts
[other exempt income and income not subject to tax
Dividends from e FTA ofarcter company TRAOS il Tax Accourt
‘apitalGai ondisposa fa paricpating holing TRA1S
ncome of a Co-operative sociey [ncome Tax Act Arick 12 (1) @)

TRAQZ

[T

Final Tax Accout

Royat i

TRA 67

TRATT

Exemptincome o arefirement und orscheme TA 12(1)(0)
‘Agriculuralsubsidies A 12(1)) and LN'52 of 2006]
Exempt income ofa collective investment scheme ITA 12(1)s)]

foms of Aicle 27(6) of the TWA) where Arick 12(1)0) 1) applies Untaxed Acoount

2(1)0H2)

A

Arce 5(14)ofhe TA

nder Aricle SAY))

MALT,
INSTITUTE
OF TAXATION

Taxrefunds claimed undor Artcios 48(4) and 48(4A) of o TUA
Exemt dhidends or dvidends from the UTA of anofher campany o0 TRAGE

ll LTI

© Malta Institute of Taxation 2023 114
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THE UNTAXED ACCOUNT (‘UTA’)

EXAMPLE 1-TRA18

Noto 1-
[Total Exempt Income (for purposes)
taxed accounts and other
Final Tax Account |
e — [zl
e |
[Total ints allocated 250,000

CR-Malta TA2_6-CO_2022_Ver 1.5

© Malta Institute of Taxation 2023
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THE UNTAXED ACCOUNT (‘UTA’)

EXAMPLE 1- PAGE 6 (EXTRACT)

[250000] Page 3retm

BROUGHT

ovevewT or reserves
E e p——

TFD

de 3950 in Balance Shee]

CURRENT YEAR

[Disibutabie rofts oo PROPOSED DNDENDS] wsmer [ o] 20000 o ]

ool Tax ezous st L] @ = 3

[ovaie Prapery Focou e [wn] o e 3

s Tared Fcourt ass [om] s o E

[Foreign income Account TRA63  [Gora] o] o7 ore 0

n | o[ rosn] 250000 voac 9
!

Less proposed dividends as per balance sheet

[TOTAL RESERVES

© Malta Institute of Taxation 2023
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THE MALTA TAX ACCOUNTING SYSTEM
SUMMARY

THE MALTA INCOME TAX ACCOUNTS

Profits are allocated to five different tax accounts, including the following:
FTA - typically includes exempt income and income which was subject to a final tax;

IPA — typically includes income derived, directly or indirectly, from immovable property
situated in Malta;

FIA - typically includes foreign source income of a passive nature;
MTA — typically includes trading income; and

UTA - a reconciliation between the distributable profits / losses in the financial
statements and the sum of the FTA, IPA, FIA and MTA.

© Malta Institute of Taxation 2023
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THE MALTA INCOME TAX ACCOUNTS

Profits which stand to be allocated to the IPA are classified into two
categories — primary allocations and secondary / notional allocations.

Primary allocations to the IPA include profits which are derived from
immovable property situated in Malta and are directly allocated to the IPA.

Secondary / notional allocations to the IPA include:

Gross amount of interest, fees or any other consideration derived, directly or indirectly,
from the granting of loans or from any form of credit to finance immovable property
situated in Malta as well as insurance premiums related to the insurance of such
property; and

The amount of Annual Market Rent.

MALTA
| INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 119
THE MALTA INCOME TAX ACCOUNTS
Such re-allocations are first required to be made out of the MTA before
being made out of the FIA.
When the notional allocations cannot be made by a particular company for
a particular year of assessment because there are no or insufficient taxable
reserves allocated to the company’s MTA and / or FIA, the amount of
secondary / notional allocations that cannot be made by that same
company must be taken over by a related company.
MALTA
| INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 120
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SUMMARY
CASE STUDY

+ ABC Limited is a company incorporated in Malta. During the financial year
ended 31 December 2022, the company derived a profit before tax of
€500,000, consisting of the following sources of income:

-+ Bank interest (gross of tax) amounting to €50,000, which bank interest was subject to a
15% final withholding tax;

 Rental income received from a related party derived from immovable property situated in
Malta amounting to €100,000;

+ Dividend income from a minority shareholding (less than 5%) in a company situated in
Country X, amounting to €75,000 (gross). Withholding tax amounting to €11,250 was
incurred in relation to such dividend income, in accordance with the treaty between Malta
and Country X;

+ Trading income amounting to €200,000; and

+ A gain of €75,000 arising upon the disposal of a fully-owned subsidiary incorporated in
Spain to a related party (100% common ownership).

© Malta Institute of Taxation 2023

SUMMARY
CASE STUDY -TRA 08

ITA - DIVIDENDS
[Detalls o Digklsels fecaivad
Gross Dividend Tax Deducted
1T No. . Paying Company [— Foreign b
RO.LC. No. lln": Property I‘“A-k Mcome “ﬂ’l‘:ﬁ ":;gm DR FRETC W::im Dwdend
Account | porogny | Taxed: e S
Tons n F T r 5 y — =
which is relieved by Tax Credits. A MTA | Tax credit
i
1
Toiak > TEA%S o AL 9

© Malta Institute of Taxation 2023
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CASE STUDY - TRA 08

e L DIVIDENDS RECEIVED EITHER FROM THE|
e i TAX ACCOUNT OF ANOTHER COMPANY OR|
. e e ) s |FROM A PROPERTY TRANSFER RESERVE ARETO|
ITA - Dividends o P [T oo Jou T |PE ALLOCATED 70 THE FINAL TAX ACGOUNT.
RA18] | "ropery | Tared | income [ fpage 3of [D1¥idends from the FTA of another company have|
pocount | Account [ Mo [ ‘et [tobe reported net oftax
[Gross Diidends Received. 9] of o7 000) 9]
ossed u
o o o 75.000] 9]
q 0 q q B
T ]
[ Fepior T o ST 7] [ El T o] maz
[Esaionisencs 1 [ of o 75@
Forein taxpatd whero Arice 12(1)) spplcs —
Divdend Income alocated tothe Final Tax Account | — )
Dividend Income allocated tothe Uniased Account [ —
lom - wata TA2_0.CO_2022_Ver 15 TRAH
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 123
Allocated
; N Immovable Maltese Foreign
Interests [Article 4 (1)(c) ITA] ol | eropery | Taxed ey
Account Account Account
Gross Interest subject to 15% Final Withholding tax 50,000}
Gross Interest NOT subject to 15% Final Withholding tax 4‘ |
Deemed Interest Income as per NID Rules | |
Grossed up element for Flat rate foreign tax credit
Gross Interest Received 50,000] of 0 0
Less direct expenses [Details required]
Interest expense 0 0 0 0
Interest income after deducting direct expenses 50,000]
50,000 0 0 Q
Net non-distributed income in terms of Regulation 7(2) of SL123.187 | of of |
[ Total interest income [ 50,000] of of of
Final Withholding Tax on Investment Income [ 7.500]
[Transfer to the Final Tax Account | 42,500
CR-Matta TRA 09
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 124
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CASE STUDY -TRA T

Allocated
N N Immovable Maltese Foreign
Rents [Article 4(1)(e) ITA] S vl el B
Account Account | Account
Gross Rents received / receivable 100,000
Grossed up element for Flat rate foreign tax credit
Gross Rents 100,000 ol
Less direct expenses [Details required]
INTOM licence 0
Interest expense 0 0]
Rent, ground rent or similar burden 0
20% further deduction 20,000|
Net Income from Rents after deducting direct expenses 80,000] 0
80,000 0
[Net non-distributed income in terms of Regulation 7(2) of SL123.187 [ o [ o
Total rents | 80,000 0|
CR - Malta TRA 11

© Malta Institute of Taxation 2023

CASE STUDY -TRA 18

Exempt Income (and other income not subject to tax

Cogsiation rcome | Atachmert | Twed 1
Exemp! incentives, benefits and granis.

ERDF Grants

Other exempt grants

[Business Promotion Act
BPA-Article 19 (Training Grani)
BPA- Aricle 20 (Management Services Gran)
BPA- Arice 23 (3) and (4) (Accom. & industy in Gozo)

—

——

[BPA_Requiations - Benefits and Grants

Regulation 9 - (Loan Interest Subsidy)
Reguiation 11 - (Grants for experts )

Reguiation 13 (9) - (Grant(s) n ieu of dedustions for job creation)
Reguiation 14 - (Training Grant)

Reguiation 22 - ararts

TRAG2

[other exempt income and income not subject to tax "
Divdands fom e FTA o anohercompany
‘apitalGain ondisposal f a artcpating holding
Iome of a Co-operaive socity [pome TaxActvice 12 (1) 0]

Royaties, acvarces and simila income derived from paterés[TA Aricle 12(1)) and LN 429 0f2010]

Exempt income of aetirement und orscheme TA 12(1)(¢)
‘Agriuluralsubsidies TA 12(1)) and LN'52 of 2006
Exemptincome ofa collecte investment scheme [TA 12(1)s)]

foms of Aiclo 27(6) of the TMA) whero Arici 12(1)u)(1) applies
ncome 1201)02)

m

Arico 5(14)of o TA

under Aricle SA4Y)

Tax efncs claimed uner Aricies 48(4) and 48(4A) of e A
Exempt didends or diderds fromthe UTA of anther campany

d

© Malta Institute of Taxation 2023

TRA G

FinalTax Accourt

TRA 15

Uniaxed Acoount

Final Tax Accourt

TRA 67

TRA 17

Uriaxed Account

Unianed Acoourt

TRA G
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CASE STUDY -TRA 18

Note 1
[Total Exempt income (for tion purposes) T__75000] Page 3 reum
[Rliocation to the taxed accounts and other non-distributable reserves'
Final Tax Account q
Untaxed Account 75000
Incentives and Benelis Roserve 9
[Totel amounts aliocated |
CR- Malta TA2_6.CO_2022 Ver 15 1B
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 127
Relief of double taxation
Atechment/ | Double - FiatRats
Source of Income Roun | Taaton | TaedAc | el | Taedac | R | Tawed A | Foreign Tax | Tawed Alc
oference Relief it
TA- Income from rade_ business Rol pg 3 o Fm
TTA- Dividend(s) Tizs| o
TTA~ nteresi(s) o Fm
TTA- Discounts or premiums o
TTA - Income from Rent(s) o Fm
TTA- Income from Ground Rent(s) o
TTA - Income from Royallies, etc o Fm
TTA~ Other income o
TTA~ Capital Gains o Fm
Totals 11250] o o
ALLOCATED
RELIEF = A = Totals
Double Taxation Relief of o T1.250) T1250]
Relief o [ q o
Unilateral Relief of o o o
Flat-Rate Foreign Tax Credit of o)
TOTALS T o o T1250) 1250)
CR-Malla TA2 602022 Ver 15 TRA0
MALTA
INSTITUTE

© Malta Institute of Taxation 2023
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CASE STUDY - TRA 60

|Adjustment of Profit(Loss) per Financial Statements = sf;i‘ﬁ’ = Otrer Add Backs
income subject o a Final Withholding Tax, Statutory deductions and corresponding add backs [where e Amounts reported in the
lapplicable] et Income Statement [TIFD]
[Amounts derived in this attachment are reflected on Page 3 of the tax return] Atach | Amount TFD Code]  Amount
O FWT,
investment Income Provisions [Income subject 0 15% F.VW.T] TRA0S s0001]
ale of Agrcultural Produce Rules TRA41 o
it on transfer of Immovable Property subject o a Final Withholding Tax TRAS3 o
- AT 31A - Housing Authorty [Rental Income subject 0 5% PWT] TRAT5 o
At 31 - horiy [FWT 01 10% deducted from subsidy] TRAT6 o
A 31C - Rental properly [rental ToFWT] TRA7T o
A 31D -Rental tenemens [rental V) TRAB3 o
~ A 276 Transfers of properly by a listed company issuin the public TRAB9 o
— At 5A - Assignments of right red under a Promis of Sal L Rules, 2020 TRATI9 o
~Article 13(1)() - TRAO1 o
[BPA - Roguiation 13 - Incentive for job creation TRA02 o
[Other statutory inlatin of expendiure
Act TRA03 [ q
lowable deduct
A~ LN 266 of 2006 - Donations and Restoration [National Heritage] TRAS52 o] [ |
N 179 of 2014 - Deduction ind Work 2014 TRABS o
A~ LN 180 of 2014 - Deduction (Malure Workers)] Rules, 2014 TRABS o
412 01 2014 - Donations (C y Ches! Fund) Rules 2014 TRAS7 o
139 of 2008 D . 2008 [Sports] TRAS6 o [ [ |
139 of 2008 D . 2008 (A Fund] TRAS7 o [ [ |
[TA~ LN 139 of 2008 Donati s 2008 [Sports] TRAS8 q [ | |
[ITA~LN 171 of 2010 - Deduction (Pharmacy of your choice) Rules, 2010 [POYC] TRA66 o
[TA-LN 187 [ Il ty . Innovation & 2010 TRAGS 9 [ [ ]
A~ Deducton (Chidcare atine 2010 TRA69 o
A Rules, 2010 TRATO o
13 0f 2011 - Deductions (Elect 11 TRAT3 o
LN 324 1 2011 - Securisaton Transacilons (Dedustons] Fes, 2071 (R 401 TRATA f —
— LN 324 of 2011 - Securilisation Transactions (Deductions) Rules, 2011 [Rule 4(2]] TRAT4 o
13 TRA7S 9 [ d
mployees Rules, 2016 TRAGS 9 [ d
2017 TRAGS 9 [ d
cle 31E- Rental of property 1o another person for atleast seven years TRAOT o
274 01 2017 - Deduction (Embelishment project) Rules TRASS o | I—
Aricle 19(4)(a) and LN 306 of 2017 - Audi report waiver and Deduclion Rules TRA9 o
~ Aricl 14(1)(p) and LN 208 of 2019 - Patent Box Regime (Deduction) Rules, 2019 TRATI3 o
‘otals to Page 3 of the taxreturn Page 3 50,000] Page 3 (field 293} [ 4q
OR-Mata TA2 6:G0 2022 Ver15 TRAGD

© Malta Institute of Taxation 2023

CASE STUDY - PAGE 3

[PART 2 - ADJUSTMENT OF PROFIT PER FINANCIAL STATEMENTS FOR TAX PURPOSES

Th2_e-CO_2022_Ver 15
Electronic filing is mandatory!!

item Description Atach
[Net Profit/ (Loss) before tax as per financial statements nc. Stat [ 1a | 500,000}
|Add back o
[Depreciation charge for the year 2a ] |
T EmpEaTeEse el |
[Realised losses on disposal of fixed assets below]
4a | |
5 | |
6 | |
[Unrealised losses [Please speaify below]
7a
52
9
108
i [Please specify below]
A~ Arice 14(1)p) and L 010 TRA 113 [ 172 J
120
13a
142
[Provisions. Impairment differences and Other add-backs [Please specify below]

TRA 112 [ 18] o
| |
17a] |

ific add-backs
dded TRAGO | 122 A
[Doemed income of relevant Orginator or Assignor [LNG24 of 2011 - Rule 6] 108
Gains or Profs o Non-Qualiying Shareholder's (Fourth provso to atcle 12(1Xu(1) 20a
rybrid mismatches(sl123.167 -reguations] TRA 117 [200) o
Sub-total > add up values reported under felds 2a to 20b. 21 o
[Sub-total > add up values in fields 1a and 21a 220 500000)
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CASE STUDY - PAGE 3

[Deduct
[Realised profits on disposal of fixed assets [Please specify below]
23a] |
240 |
25a] |
[Part of profit chargeable under other articles of the Income Tax Act
Aricle 4(1)(c) - Dividends, Interests, Discounts or Premiums 26a] 75.000]
[Article 4(1)(e) - Rents, Royalties and 27a] 100,000]
Artcle 4(1)(q) - Other Income 28
[Other deductions including unrealised gains || below]
[Profits subject to a FWT and other Statutory deductions. TRAG0 |20 50,000]
[ Total Exempt Income TRA 18 |30a 75,000}
[Exempt dividends or Dividends from the Untaxed account of another company TRAO08 [31a o]
| Amortisation of Intellectual Property (Art 14(1)(m) of the ITA) TRA 107| 32a o}
33
34
|Sub-total > add up values reported in fields 23a to 34a 35a 300,000)
[Sub-total > in field 35a from the result in field 22a 36a 200,000}
[Allocated to Taxed Account [ immovable Prop. Ac | Waltese Taxed Alc
income / (loss) before capital allowances [s7a] ofazo] 200,000] 37| 0
Grossed up amount for flat rate foreign tax credit 382
[Net Income / (Ioss) befor I all [Article 4(1) (a) of the ITA] [asa] E| 200,000 3gc 0

© Malta Institute of Taxation 2023

CASE STUDY - PAGE 4

PART 3 - SELF ASSESSMENT

Net income/(Loss) ater Capital Gains

Section 1 - COMPUTATION OF CHARGEABLE INCOME Electronic filing is mandatory!!
m  [Description tacn. pery || vatese wed | Foregn ncome
Aticle|{alocaton b Tax Accotns for tax computaton purposes ONLY] Account{Total | [ Accowntfotal] || Accountota]
. from rade, business, o, afr Paoe | [20a] o] [zoe [zo0000| [ e[ 3
but before capital allowances 0 e a0t
Balancing charge TRAO4 | [41a] of [an] of [a1c] 9
Capital Allowances.
Brought forward 22 a2 425
Income Tax Act - Wear & Tear TrRA 05 | [43a o] [a o] [43 9
BPA [Aricle 7] - Investment Alowance TrRA 06 | [44a o] [a o] [4ac o
BPA [Aricle 8] - Accelerated Depreciation TrRA 07 | [45a o] [250 o] [450 o
Balancing allowance(s) TRA04 | [26a o] [ 26 o] [46c o
Capital allowances absorbed Y [z a7b a7c
[Alowable deduciions surrendered to group companies R 125 [47a o] [are of [zt 9
Unabsorbed capital alowances of a8a o] [2a o] [8 o
Income from trade, business, etc. net of capital allowances / (Loss) 45a o| [ 426 | 200,000 [c o
Tox Accounts 5 e ot
Dividend(s) TRA 8 | [50a o| [ 500 of [s0c|—75.000]
4(1)0) nterest(s) - Including Deermed Notiona Interest Received TrRA 0o [ [51a ol [sn o] [51c q
Discounts or premiums TrRa10 | [52a o] [s20 o] [52 o
[Net Income from Rent(s) A1 [ [s3a] 80000 53 o
4(1¥e) [Net income from Ground Rent(s) A 12 | [54a o S o
Net income elc TrRA 13 [ [5a o] [s= o] [s5 o
4(1¥) [Other income TrA 14 | [s6a o] [ o] [s6c o
Net s7a] 80000 [570| 00000 [s7c| 75000
5 [Capital gains charged for the year TRA 15 | [s8a o] [se of [ssc o
£

200,000 [Sec | 75.000]
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CASE STUDY - PAGE 4

[Loss transferred between T: i 60a | o] [s0n] o] [s0c ] 9
Net Income / (Loss) after loss transfer between tax account: 61a 80.000| [61] 200000 [61c] 75000
161022 [GROUP LOSS RELEF
Loss SURRENDERED to TRA19 | [62a] of [e20] o [s2¢] 9
INet Incomel (Loss) after loss surrender to group companies. 63| 80000 [esb| 200000|[63c|  75000]
16022 [Group Loss CLAIMED
Group Loss Absorbed this year TRA20 | [64a] of [ean] of [64c] 9|
Net Income /(Loss) after Group Relief 650 80.000] [650]  200000] [65c] 75000
[Unabsorbed Trading Losses bifwd from previous year I 660 660 | 660 |
[Total Income /(Loss) 67a 80.000| [670]  200000] [67c] 75000
Loss transferred between Tax Accounts 68a of [een | 68 | g
27G_|Chargeable income for the year from Projects | TRa8o | [e8a 0
14(1)(o) | Notional i 1 1ra 100) 68 o| |68 9|
Net Income /(Loss) after Notional Interest Deduction 89| 200.000] [ 75000
T Trnizs] (o] 3| &1 o| o8 o
Chargeable income for the year 6%a 80,000| [ 695 200,000 [ 68c. 75,000}
[14(1)(g) Unabsorbed Trading Losses ciiwd 70a| of [ 700 of [70c o
- Malta Paged
MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023 133
[SECTION 2 - SELF ASSESSMENT COMPUTATION [ __meecozzveris
TAXED ACCOUNTS I Immov. Property | . vese Taxed Alc [Foreign Income Alc
[Alocaton lo Accounts for tax computaton purposes ony] A
e ) Tl o] 0] 0000 7] 7o)
Chargeable Income subject to other rates of tax A | 72a] P E| o[ 7ze] |
Chargeable Income subject to normal rate of tax [ @ 35c] 750 soo0o] 730 | 200000 736 | 75000
[Totals | so0o] 740 | 200000] 74| 75000]
[Tax Liabilty for the year
Fraxonlncoms tessdaf oer ates o | ] ] 7|
[Tax on Income taxed at norma rates | 200] 760 | 70000] 76c | 2250|
[Total Tax Liabilty on chargeable income for the year 7a 28,000 770 | 70.000] 776 | 26.250|
Deduct
[Tax Credits T8 o 7o
[Tax due after deducting tax credits 79a | 2n.000] 790 o000 79| 26.250]
Relef of double taxation
DoLble Taxation Relief Too] T 23
|Commonweaith Relief o] e o
Unilateral Relief o e ] I o
Fiat-Rate Foreign Tax Credit [ o
et ] FY | Togmo] ske [
[Tax set off
ITax at sourcs o dvidends = T e |
O e o G e P I e (% o )
[Tax Payments WAt [o7a R0 o[ e7e J
[TAX DUE ON DIFFERENT ACCOUNTS AFTER TAX PAYMENTS o0 20000 680 70.000] 88 15.000]
[FAX BALANGE DUE IN TERMS OF SECTION 42 OF THE ITMA ] % 11300
[FAX REFUNDABLE IN TERWS OF SEGTION 48 OF THE TTWA 1
MALTA
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CASE STUDY - PAGE 6 (EXTRACT)

[PART 4 - RECORD OF RESERVES AND DISTRIBUTIONS [ e ecozverts
[Allocation of Income to the Taxed Accounts after the tax and calculation

Allocation and adjustments Finaltax Account | ™0 PP ytatese Taed awam\[ R

[oome locatd o FrarTaxAscomt [ o o] s

[Crargeabe rooms forth earper axcomputaion [ Paes ] oo | moon] we] oo

Deduct

[ | [0 @ | o000 e ]| 26259

[suorm | [ota]_saoof oo | w0000 se | 48750

Doduct

ncome tved under Arice 27 of e T (o FTAT TRABS = 9

TRASS

[Tared
[Chargeable ncome afer tax

TA-CS Sober TRAsT o]

£ o e q
e 52000 oo FEC 2N I |
oo o

[Furtrer adjusiment 1o relocate amouns (o s A (First albcation TRAG2)
[Chergeable ncome afer ax or e year alocaied
[Amourt et stands to be alocated to PA (Second Alocation TRA 62A)

o o e | |
e 52000 o |__7a0000] oo | 46750

T00m 9

[Fansiors fom MTA and or A o e A o o[ on ] EREA| q
[Transerto e ncenives & Benets Resene | TAzs | ora oo | of
[AditonalReslocaton o e FTA (VD Res) T a0 _[on] o o | o o] g
ircome ot yeardlocaied o] azsool o] 52000 woze | 70000] sozs] awrmg]
[wovemenT oF reserves e GUBRENTIYEAR e
D

|ode 3950inBaianco Sheey FORWARD Dividends Paid FORWARD
[Distributable profs fosors PROPOSED DVIDENDS] Bsmeet [om Liow]  sros0] o o] 7509
[Final Tax Account waet  [rom o o 2500 101c o[ ross 25
invmovabie Property Account Az [rosm o[ tose 52.000] 10sc of 1oss 5200
[Vattese Taxed Account As  [rosm ofvose | 130000] r0sc o[ ioss| 130009
Foreign ncome Account wass [ o wore [0E o vore |
e o Tow] oz o I |

[Other Non Distributable profits and Reserves

ncenives & Benefts Resorve TFD code 39041 [oe]

Tom] Tl T ] q

Othernon ditriutatle eserves [l

Tl T=l Tow] q

Loss proposed dividonds as pr alance sheet
[FoTAL RESERVES ]

© Malta Institute of Taxation 2023

CASE STUDY - TRA 61

[Final Tax Account

Movement in reserves - FINAL TAX ACCOUNT
(to page 6 of the tax return)

Profits allocated to the Final Tax Account TRA Curn Vear
Broug Fomard orvonepag | Coed Fovard
[ o 15% FWT TRAGS q a2500] o 2500
10 5% FWT (H TRA o
49 0 2005 - Sale of Agricultural Produce Rules 2005 RS o o
A Profis on transfer of Inmovable Properly subject to Final Wibiholding Tax TRASY o o
RAG8 o o
Tared accounts or Reserve - 75000) TRATE o o
n which was relieved by Y/A2014) o
hory [Rental Income subject to 5% PWT] wATS o o
fousing Authory [FWT 01 10% deducled from subsicy] ™ATE o o
ental incor T il TRATT d o
el income from leting of residentia / W TRABS o o
: s issued debl sec TRABS o o
TRAS6 o o
TRAGT o o
TRA 100 o o
Rujes. 2020 TRA1S o o
under Article 48(4A)b)()(1) - Taxable profis afer tax o

0 bo allocated [0 the Final Tax Account Ples specit Legsaion)
Logisition TLN 524 01 2011 - Socuriisaton vehice - Rule 72) AT T T T o
Legisiation Il I | I o
| 1 1 [ o
profs

iVl TG SERRE RGeSt T T T B
I I I [ o
[Totals [to page 6 of the return] ] Poges [ o 2500 of 2500
OR-Malta TAZ G0 2022 Ver 15 A 61
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CASE STUDY - TRA 62 (EXTRACT)

Property Account [LN 79 of 2008 as amended by LN 247 of 2011]

[Movement in Reserves (to page 6)

Part 1 - Profits alocated to the Immovable Property Account

T o P [cari Forvars

oo 9

0
ss00% o 52.000]

ncoma soorng taxat

9 m
o 52,000}
0

ETW ]

0
9 52.000]

Part 2 - Profits allocated to the Immovable Property Account
5

[second atocaton i terms of

Divcends Paid [Gard Forvard

oo the ax nwhichis refewd by ax reds (locaton fom TRA 900w ]

[Sub Totas. 0 0

© Malta Institute of Taxation 2023

CASE STUDY -TRA 63_1

Allocation to the Foreign Income Account and the Maltese Taxed Account

FOREIGN INCOME ACCOUNT

BROUGHT
FORWARD

CURRENT YEAR

Alocated

Dividends Paid

CARRIED
FORWARD

Income from Participating Holdings NOT subject to relief of Double Taxation

Income from Participating Holdings subject to relief of Double Taxation

Other types of foreign income not subject to relief of Double Taxation

Other types of foreign income subject to Treaty/Unilateral Relief

Other types of foreign income subject to FRFTC

Income from overseas permanent establishment ot subject to relief of double taxation
Income from overseas permanent establishment subject to refief of double taxation

Dividends from local sources received out o foreign income accounts NOT subject to reief of Double Taxation
Dividends from local sources received out o foreign income accounts subject to relief of Double Taxation
Passive interest or royalties not subject to relief of Double Taxation

Passive Interest or royalties subject to Treaty/Unilateral Relief

Passive interest o royalties subject to FRFTC

48.750)

4875

Totals [to page 6 of the tax return]

q

148.750)

48.750]

CR-Mata TA2_6-CO_2022_Ver 1.5
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CASE STUDY -TRA63_2

CURRENT YEAR
CARRED
FORWARD

MALTESE TAXED ACCOUNT

BROUGHT
FORWARD

Alocated | Dividends Paid

Income from participating holdings
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @

Taxed Income relieved by Tax Credits.
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @
Income having suffered tax @

Income having suffered tax @
Passive Interest or royalties @
Passive Interest or royalties @
Passive Interest or royalties @
Taxed Income relieved by Tax Credits relocated to the IPA

o 130,000] o 130,000]

EEARAR R R R R R R R R R RN

[Totals (to page 6 of the tax retum] q 130,000] 130.000]

CR-Mata TA2_6-C0_2022_ Ver 15 TRAGS_2
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