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RECENT MALTESE TAX
DEVELOPMENTS

Legal Notices 104 and 105 of 2013,
entered into force in March 2013,
some key changes to the Capital Gains Rules, as
well as the introduction of a tax ruling
mechanism in respect of mergers and divisions

An outline of the amendments brought about by
these Legal Notices is set out below.

L.N. 105 of 2013 -

Capital Gains (Amendments) Rules, 2013

Extension of the definition of “controlling
interest”

If a shareholder transfers shares
as a “controlling interest”, for the purpose
calculating the chargeable capital gain,
shareholder is deemed to have made the transfer
for the higher of the consideration received and
the market value of those shares.

Prior to the amendments, shares were
considered to constitute a controlling interest if
the transferor held shares in the company withi
18 months preceding that transfer that:

 represented at least 25% of the
value of the share capital in the company, or

 entitled the shareholder to at least
the voting rights, or

 entitled the shareholder to appoint,
nominate or withhold nomination of a
director in the company.

With the amendments, the circumstances in
which shares are considered to constitute a
controlling interest have been expanded to
include situations where the shareholder was
the 18 months prior to the share tran
entitled to at least 25% of the total rights to
profits available for distribution to the ordinary
shareholders of the company.
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Rules which establish what percentage of the
market value of a company is attributable to the
shares being transferred

Prior to these amendments,
the market value of a company
the shares being transferred
reference to the higher of the nominal va
the voting rights of the shares being transferred
as a proportion of total nominal value
rights in the company.

With the introduction of these amendments
percentage of the market value of a company
attaching to a shareholding
in accordance with a weighted formula

In terms of the weighted formula
of the market value attributable to shares is the
product of:

 40% of the percentage of the nominal value
represented by the shares
capital of the company;

 20% of the percentage of
attached to those shares
the company; and

 40% of the percentage of profits
for distribution that the shares being
transferred are entitled to receive
profits that are available for distribution to
the company’s ordinary shareholders

Furthermore, the Capital Gains R
rule that requires the transferor to
higher percentage of the market value of the
company to the shares being transferred
circumstances where there had been a reduction
in the percentage following a change in the
issued share capital, or a change in
attached to those shares with
months.

With the amendments, this
applicable if the change that occurred in the
previous 18 months did not result in the
payment of stamp duty.

Submission of an independent share valuation

Subject to the satisfaction of certain conditions,
the amendments introduce the possibility for a
shareholder to substitute the market value of
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Submission of an independent share valuation

Subject to the satisfaction of certain conditions,
he amendments introduce the possibility for a

the market value of



shares established in accordance with the
formula contained in the Capital Gains Rules
with a share valuation prepared by
independent expert.

The independent expert share valuation can only
be submitted if the capital gain differential (i.e.
the difference between the capital gain as
calculated in terms of the rules and the capital
gain calculated on the basis of the independent
share valuation) exceeds both a percentage
threshold which is set at 10% and
leakage threshold which is set at

The acceptance or otherwise of such a
independent expert share valuation is subject to
the full discretion of the Commissioner.

Sale of immovable property by judicial auction

A new rule (Rule 10A) has been introduced
dealing with the procedural aspects of
on immovable property and any rights thereon
that have been subject to sale by judicial auction
(subbasta).

L.N. 104 of 2013 -
Rulings (Income Tax and Duty
Treatment of Mergers and Divisions)
Rules, 2013

This legal notice introduces the possibility
taxpayer to obtain a ruling from the
Commissioner of Inland Revenue
of a merger and/or division of one or more
companies.

This measure should open up the possibility for
tax neutral mergers and divisions as long as they
are carried out for bona fide commercial
purposes and approved accordingly through a
Revenue ruling.

The notes are designed to keep readers abreast with business, financial and tax developments. They are not intended to be a definitive or
comprehensive analysis of the subject and should not be acted upon without prior consultation with the Partners and/or Senior
Consultants of the firm. For further details, please do not hesitate to contact:

©2013 PricewaterhouseCoopers. All rights reserved. "PricewaterhouseCoopers" refers to the Maltese firm of PricewaterhouseCoopers or
as the context requires, other member firms of PricewaterhouseCoopers International Limited, each of which is a separate and
independent legal entity.
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the possibility for a
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Inland Revenue in the context
of a merger and/or division of one or more

This measure should open up the possibility for
tax neutral mergers and divisions as long as they
are carried out for bona fide commercial
purposes and approved accordingly through a

Through the ruling, the Commissioner may
disapply certain charging provisions contained
in the Income Tax Act and in the
Documents and Transfers Act or
application of certain tax relieving provisions
respect of one or more transaction
in the course of the merger or division.

The issue of a ruling is subject to the
of an application to the Commissioner of Inland
Revenue and to any information which
Commissioner may request for the purposes of
providing a ruling.

In order to issue the ruling, the Commisioner
must be satisfied that the transaction
effected for bona fide commercial reasons and
do not form part of a scheme or arrangemen
which the main purpose, or one of the main
purposes, is avoidance of liability to duty or tax.

In granting a positive ruling, the Commissioner
is entitled to impose any condition what
on any person (whether in existence or
otherwise).

Furthermore, an application for a ruling made in
terms of these rules is subject to a non
refundable administrative fee of
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comprehensive analysis of the subject and should not be acted upon without prior consultation with the Partners and/or Senior

the firm. For further details, please do not hesitate to contact:

PricewaterhouseCoopers
78, Mill Street,

Qormi QRM3101, Malta
Tel: +356 21 247 000 Fax: +356 21 244 768

www.pwc.com/mt

PricewaterhouseCoopers. All rights reserved. "PricewaterhouseCoopers" refers to the Maltese firm of PricewaterhouseCoopers or
as the context requires, other member firms of PricewaterhouseCoopers International Limited, each of which is a separate and

rough the ruling, the Commissioner may
disapply certain charging provisions contained

in the Duty on
Documents and Transfers Act or to allow the

tax relieving provisions in
respect of one or more transactions carried out
in the course of the merger or division.

subject to the submission
of an application to the Commissioner of Inland

any information which the
Commissioner may request for the purposes of

In order to issue the ruling, the Commisioner
that the transaction/s are to be

effected for bona fide commercial reasons and
do not form part of a scheme or arrangement of
which the main purpose, or one of the main

is avoidance of liability to duty or tax.

In granting a positive ruling, the Commissioner
impose any condition whatsoever

on any person (whether in existence or

n application for a ruling made in
terms of these rules is subject to a non-
refundable administrative fee of €1,000.

to keep readers abreast with business, financial and tax developments. They are not intended to be a definitive or
comprehensive analysis of the subject and should not be acted upon without prior consultation with the Partners and/or Senior

PricewaterhouseCoopers. All rights reserved. "PricewaterhouseCoopers" refers to the Maltese firm of PricewaterhouseCoopers or,
as the context requires, other member firms of PricewaterhouseCoopers International Limited, each of which is a separate and


