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This Newsalert sets out brief notes on the 
updated rules on tax accounting, which have 
been introduced in Malta’s income tax system 
as from year of assessment 2012. 

These changes may require immediate action. 
For further assistance, please do not hesitate to 
contact our firm’s Tax Department. 

Legal Notice 247 of 2011 introduced a 
number of significant amendments to the 
Maltese tax accounting system which 
changes have already been analysed 
during seminars organised by the firm’s 
Academy. These amendments require 
changes to the allocation of the taxed 
profits of a company into its tax accounts. 
A brief summary of the salient 
amendments is set out below: 

Annual market rent allocation – The 
amount of annual market rent of immovable 
property owned and used by a company for the 
purpose of its activities or immovable property 
used by the company but owned by a related 
party for no consideration or for a consideration 
which is less than the market rental value of the 
property has been increased from sixty euro 
(€60) to two hundred and fifty euro (€250) per 
square meter per annum. 

Option to make an election in terms of 
Rule 9 - A company may now elect that its 
profits or gains which would normally be 
allocated to the Maltese Taxed Account (MTA) 
or the Foreign Income Account (FIA) would not 
be allocated to those tax accounts but be 
allocated in their entirety to the Immovable 
Property Account (IPA).  

Upon making such an election, all undistributed 
profits in the said two tax accounts at the 
effective date of the election are transferred to 
the IPA.  
 
 
 
 
 

 
 
 

Once made, a company may in future renounce 
to this election only if the Commissioner of 
Inland Revenue gives permission in writing in 
this respect, imposing any conditions which he 
may deem fit. 

Profits derived from services provided 
through the use of material installed 
permanently to the ground - The amount of 
chargeable income after tax resulting from 
profits directly derived from, 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 
shall be directly allocated to the IPA. 

Group allocations of certain excess 
secondary IPA allocations – When a 
company does not have or has insufficient taxed 
profits to effect its annual IPA allocations (e.g. 
as required in terms of the annual market rent 
allocation) even if it has made an election in 
terms of Rule 9, the unallocated amount may 
need to be allocated to the IPA of a related party. 
When a company is related to more than one 
company, the amended rules set out a specific 
methodology on how such allocations should be 
made. 

Transactions between related parties – 
When a company derives profits through 
transactions with a related party, such company 
may be required to allocate to its IPA an 
amount, determined in terms of a formula, on 
behalf of the related party. The relevant profits, 
for the purposes of the formula, relate to 
interest, royalties, fees and any other 
consideration derived from the granting of loans 
or any form of credit, the provision of services 
and the use of tangible or intangible assets 
between the related parties. 

 


