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Small Medium

Balance sheet total ≤ €4 million ≤ €20 million

Total revenue (annualised) ≤ €8 million ≤ €40 million

Average number of employees ≤ 50 ≤ 250

• PIEs are entities whose securities (equity or debt) are traded on a recognised exchange, financial institutions and insurance principals
• A company with subsidiaries must submit consolidated financial statements for the group of companies.  Certain exemptions exist for 

small groups and intermediate parent companies 
• Companies are required to appoint independent auditors to hold office from each annual general meeting to the next 
• Auditors are required to report to the shareholders on every set of financial statements furnished at a company’s annual general 

meeting 
• The Companies Act also requires that the report of the auditor should be drawn up in accordance with the International Standards on 

Auditing issued by the International Federation of Accountants 
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Investor considerations 
• All accountants require a warrant to practice, which 

is issued by the Minister of Finance, the Economy 
and Investment upon the recommendation of the 
Accountancy Board, the body responsible for regulating 
all aspects of the accountancy profession. Accountants 
require a separate practicing certificate in order to act 
as auditors.

• Companies must keep proper accounting records 
sufficient to give a true and fair view of the company’s 
results and affairs 

• Companies must file an annual return and financial 
statements with the Registrar of Companies 

• Accounting requirements are similar to those in the UK 
and in line with the EU’s Single Accounting Directive

• The Companies Act and the Accountancy Profession Act 
make the Accountancy Profession (General Accounting 
Principles for Small and Medium-Sized Entities)

• Regulations, 2015 (“GAPSME”) the default accounting 
framework with which financial statements of small 
and medium-sized entities – other than Public Interest 
Entities (“PIEs”) – must comply

• PIEs and large entities must prepare financial 
statements in compliance with International Financial 
Reporting Standards as adopted by the European Union 
(“IFRSs as adopted by the EU”); small and medium-
sized entities may optionally resolve to adopt IFRSs as 
adopted by the EU as their accounting framework

• An entity is considered to be small or medium, as 
applicable, if on the basis of two consecutive years it 
meets at least two out of the three criteria set out in the 
table:

Accountancy profession  

The accountancy profession in Malta is regulated by the 
Accountancy Profession Act. The Accountancy Board is 
appointed by the Minister of Finance, the Economy and 
Investment and made up of a chairman and six other 
members, at least three of whom must be in possession 
of the warrant of certified public accountant.  The Board 
regulates all aspects of the profession, including advising 
the Government on the approval of accounting and auditing 
standards, procedures, practices, and ethics and on the 
issue of guidelines and other services to practitioners.  The 
Code of Ethics drawn up by the Board is modelled on the 
code recommended by the International Federation of 
Accountants. 
In terms of the Act, accountants can qualify to obtain 
a warrant to function as such only under either of the 
following conditions: 

• They have followed the accountancy degree course at 
the University of Malta or

• They possess an academic qualification relating 
to the accountancy profession that as at the time 
of application is recognised as sufficient by the 
Accountancy Board. In such cases the Board is bound 
to ensure that applicants have passed appropriate 
examinations in local taxation and relevant laws and it 
may also prescribe examinations in other subjects.  

Holders of foreign accountancy qualifications are also 
generally accepted on the condition that they successfully 
sit for examinations in Maltese laws and taxation. 
Adequate experience in the practice of accountancy is also 
required in order to qualify to obtain a warrant to practice 
as an accountant.  
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Statutory obligations 
Accounting records 
The Companies Act requires every company to keep proper 
accounting records for the following: 
• All sums of money received and expended by the 

company, and details of the receipts and expenditure.  
• The assets and liabilities of the company.
• If the company’s business involves dealing in goods, 

further statements and records including, amongst 
others, statements of stocks held by the company at the 
end of each accounting period.

The accounting records, which must be available for 
inspection at all times by the directors, must be such as 
to explain the company’s transactions and facilitate the 
preparation of financial statements. The records of accounts 
are usually to be kept at the registered office of the company 
in Malta, but the directors are entitled to decide otherwise.  
If the accounts are kept at a place outside Malta, financial 
statements and returns must be sent to and kept at a place in 
Malta.  These financial statements and returns must disclose 
with reasonable accuracy the financial position at intervals 
not exceeding six months and must enable preparation 
of the statement of financial position (balance sheet) and 
income statement in accordance with the law. 

Financial statements and directors’ report 
The directors of every company are required to furnish the 
shareholders annually at a general meeting with a set of 
financial statements including a balance sheet (referred to 
as a Statement of Financial Position in the IFRS Framework) 
and income statement, together with any other statement 
and accompanying notes as required in terms of GAPSME 
or IFRSs; these requirements vary based on company size 
and accounting framework.  The first general meeting for 
this purpose must be held not later than 18 months after 
registration of the company.  Subsequently, such meetings 
must be held during each calendar year and not later than 
15 months after the previous annual general meeting. The 
income statement must cover the period commencing with 
the date of registration in the case of the first set of financial 
statements of the company, and thereafter the period from 
the preceding financial statements. 
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 The balance sheet as of the date to which the income 
statement is made up must be signed by at least two 
directors or, in the event that the company only has one 
director, by the sole director.  The balance sheet and the 
income statement must give a true and fair view of the 
company’s affairs and must be accompanied by an auditors’ 
report. A report by the directors, dealing in general terms 
with the company’s affairs and stating what amounts, if 
any, they propose to distribute as dividends and to carry to 
reserves, is also required. 
The report prepared by the directors, where required, 
should state the names of the persons who, at any time 
during the accounting period, were directors of the 
company, the principal activities of the company and its 
subsidiaries in the course of the accounting period and any 
significant change in those activities during such period.  
It should also include a fair review of the development of 
the business of the company and its subsidiaries during 
the accounting period and of their position at the end of 
that period, together with a description of the principal 
risks and uncertainties that they face.  The information to 
be included in this report should not be restricted to the 
financial aspects of the undertaking’s business and in this 
respect reference needs to be made to Article 177 of the 
Companies Act.  Further requirements in respect of the 
referred to report are also included in the Sixth Schedule to 
the Companies Act.  

The annual financial statements, together with, if 
applicable, the directors’ and the auditor’s reports (please 
refer to separate section below), must be sent to the 
shareholders at least fourteen days before the company’s 
general meeting. 
The directors must submit the annual financial statements 
and the directors’ and the auditors’ reports for approval by 
the shareholders in general meeting as follows:

• Private company - within ten months after the 
accounting year-end. 

• Public company - within seven months after the 
accounting year-end. 
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Form and content of financial statements 1   
Basic financial statements 

Financial statements submitted to shareholders usually include the following and must follow the required content and format 
set out by the law and GAPSME, or IFRSs as adopted by the EU, as appropriate:

IFRS GAPSME

Required for

Small Medium Large Small Medium Large

Directors’ report N Y Y N Y Y

Statement of financial position                   
(Balance sheet)

Y Y Y Y Y Y

Statement of profit or loss 
(Income statement)

Y Y Y Y Y Y

Statement of comprehensive 
Income*

Y Y Y N N N

Statement of changes in equity Y Y Y N Y Y

Statement of cash flows 
(Cash flow statement)

Y Y Y N Y Y

Notes to the financial statements 
(inclusive of accounting policies), 
which support the above statements

Y Y Y Y Y Y

* This statement may be combined with the income statement.

Filing of financial statements and reports 
Companies are obliged to deliver to the Registrar a copy 
of the annual financial statements presented to the 
shareholders in the general meeting and, if applicable, 
of the directors’ and the auditors’ reports within 42 days 
from the end of the period for submitting annual financial 
statements to the general meeting. 
From a company law perspective, small private exempt 
companies are allowed to exclude the income statement 
from the published financial statements. 
In terms of GAPSME, the presentation of primary 
statements for small entities is limited. Furthermore, 
GAPSME also limits small entities’ disclosures in the notes 
to the financial statements.  For further details, please refer 
to the form and content of financial statements section 
below.  

Annual return 

At least once every year a company is required to file with 
the Registrar of Companies an annual return signed by at 
least one director or by the company secretary giving the 
following information: 

• Address of registered office. 
• Summary of share capital and debentures.  
• List of shareholders.  
• Particulars of directors. 

The return must show the position as on each anniversary of 
registration of the company and must be forwarded to the 
Registrar within 42 days from that date.  
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The financial statement commentary in this chapter is relevant for statements for financial periods commencing on or after 1 January 2016
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With some exceptions allowed under GAPSME, 
corresponding amounts for the preceding financial year 
must be shown for all items in the primary statements and in 
the accompanying notes.  The statement of financial position 
must show assets, liabilities and provisions classified under 
headings appropriate to the business, except that any class 
that is immaterial in amount may be included under the 
same heading as another class. Authorised and paid-up 
share capital, and any share premium and reserves must 
generally also be disclosed separately. 

Statement of Financial Position

The broad headings of a typical statement of financial 
position are as follows:

• Assets
        - Non-current assets 
        - Current assets 

• Equity
        - Called-up issued share capital 
       -  Reserves 
 
• Liabilities
        - Non-current liabilities
        - Current liabilities

Income statement 

The income statement typically includes the following 
information: 

• Revenue 
• Cost of sales 
• Gross profit 
• Distribution costs 
• Administration expenses 
• Other income/(expenses)
• Operating profit 
• Investment and other related income (distinguishing 

between subsidiaries, associates and other financial 
assets) 

 

• Finance income and finance costs
• Share of profit/(loss) of associates and joint 

arrangements (where the equity method of accounting 
is applied)

• Provision for current and deferred tax liability 
• In the case of consolidated financial statements, non-

controlling interests (previously referred to as minority 
interests 

Cost of sales, Distribution and Administrative expenses 
may alternatively be presented by nature of expense (Eg. 
purchases, employee benefit expense, etc.) instead of by 
function.

Consolidation 

Unless a parent company qualifies for exemptions as 
referred to above, consolidated financial statements must be 
prepared and presented by a company having subsidiaries.  
The results of associates are included using the equity 
method of accounting. 

Provisions and reserves  
The term “reserve” is not used to describe any amount 
written off or retained by way of providing for depreciation 
or diminution in value of assets or retained for the purposes 
of providing for any known liability.  For these purposes, the 
term “provision” is used.  Provisions are not deductible for 
income tax purposes.  
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Notes to the financial statements 

The following are some of the various items that require 
disclosure in the notes to the financial statements:

• A statement of accounting policies 
• Directors’ emoluments and staff costs (not applicable 

for small entities)
• Average number of employees
• Auditors’ remuneration in respect of annual statutory 

audit
• Auditors’ remuneration for Other assurance services, 

Tax advisory and compliance services, and Other non-
audit services (not applicable for small entities)

• Details of cost or valuation and depreciation of non-
current assets 

• Name, registered address and percentage of shares 
held in the case whereby the reporting enterprise holds 
investments in subsidiaries, associates or joint ventures 
(not applicable for small entities) 

• Details of borrowings and security given 
• Nature, extent and management of financial risk and 

capital risk (this disclosure is however not applicable 
for small companies reporting in accordance with 
GAPSME, while medium-sized companies reporting in 
accordance with GAPSME are exempt from disclosures 
relating to capital risk)

• In most instances, principal risks to which the entity is 
exposed

• Related party transactions 
• Contingent liabilities 
• Capital commitments

Financial statements prepared in accordance with
GAPSME

GAPSME contains a number of measurement simplifications 
when compared to IFRSs as adopted by the EU.  For 
example, all recognised assets (other than derivatives) may, 
under GAPSME, be measured at cost less, if applicable, 
impairment.  Goodwill and intangible assets with ‘indefinite 
useful lives’ are amortised over a maximum period of 
20 years (or 10 years in the case of goodwill for which a 
reliable estimate of useful life cannot be made), while an 
impairment test is only required if there is an indication that 
the asset may be impaired.
GAPSME also contains a number of presentation and 
disclosure relaxations when compared to IFRSs as adopted 
by the EU.  Amongst others, the following disclosures are 
not required:

• The impact of future standards
• Critical accounting estimates and judgements
• Capital management
• Certain fair value disclosures
• Assets, liabilities and revenues of associates and joint 

ventures

• Expenses by nature
• Comparatives for reconciliations of carrying amounts 

of certain assets such as property, plant and equipment, 
investment property and intangible assets; and

• Ultimate controlling party

In addition, small entities also qualify for further disclosure 
exemptions, including an exemption from disclosing 
information about financial risk.

Auditors and audit requirements  
Appointment of auditors 
Companies must appoint auditors at each annual general 
meeting to hold office until the next general meeting.  The 
first auditors of the company are usually appointed by the 
directors, but thereafter the auditors are appointed by the 
company in general meeting.  If no auditor is appointed 
at an annual general meeting, the court may be requested 
to make such an appointment by any of the directors or 
shareholders. The directors may fill any casual vacancy. 
To qualify for appointment as auditor of a company, a person 
must hold a warrant to act as an accountant under the 
Accountancy Profession Act and is issued with an auditing 
practicing certificate by the Accountancy Board.  To audit 
banks or companies engaged in the business of insurance 
and other regulated business, an auditor requires further 
authorisation from the Regulatory Authority.  Certain 
persons are disqualified from appointment as auditor of 
a company, e.g. officers or employees of that company, 
persons employed by an officer or employee of that company 
etc.   
Most companies today appoint firms of accountants as 
auditors and, in addition, frequently look to them for 
other services, especially in the fields of taxation and 
other financial matters, subject to normal professional 
independence rules.

Rights of auditors 
The auditors of a company have the right of access at all 
times to the accounting records and documents of the 
company and are entitled to require from the officers of 
the company such information as is necessary for the 
performance of their duties.  The auditors are entitled to 
attend any general meetings of the company and to receive 
all notices of and other communications relating to any 
general meeting that a shareholder is entitled to receive.  
Auditors also have a right to be heard at any general meeting 
with regards to any part of the business of the meeting that 
concerns them as auditors.  

Auditors’ report 

The auditors of a company are required by the Companies 
Act to make a report to the shareholders on the annual 
accounts audited by them, which is furnished to the 
shareholders in advance of the annual general meeting (see 
“Financial statements and directors’ report” above).
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 The auditors’ report, which shall be drawn up in accordance 
with the Companies Act and International Standards on 
Auditing, shall state whether, in the auditors’ opinion, the 
accounts have been properly prepared in accordance with 
the Companies Act and whether they give a true and fair 
view of the financial position, financial performance and 
cash flows of the company in accordance with GAPSME or 
IFRSs as adopted by the EU, as applicable. 
The opinion shall be either unqualified, qualified or an 
adverse opinion. If the auditor is unable to express an audit 
opinion, the report shall contain a disclaimer of opinion.
Where a company has subsidiaries and prepares 
consolidated financial statements, the auditors must also 
state whether in their opinion the consolidated financial 
statements as a whole, so far as concerns members of 
the company, give a true and fair view. The International 
Standards on Auditing require also the auditors to read 
the other information included in an entity’s annual 
report (other than the financial statements) and consider 
whether there is a material inconsistency between the other 
information and the financial statements, and to consider 
also whether there is material inconsistency between the 
other information and the auditor’s knowledge obtained 
in the audit, in the context of audit evidence obtained and 
conclusions reached in the audit. This requirement needs 
to be included in the Auditor’s report. In addition, the 
Companies Act requires the auditors to express an opinion 
on whether the directors’ report has been prepared in 
accordance with the applicable legal requirements, and state 
whether in the light of the knowledge and understanding 
of the entity and its environment obtained in the course of 
the audit, they have identified material misstatements in the 
directors’ report, and shall give an indication of the nature 
of any such misstatements.
Further requirements are applicable for audit reports of 
public-interest entities (as stated by Article 179B of the 
Companies Act).
The auditors of a company also have responsibilities under 
the Companies Act to report to the company’s shareholders 
if, in their opinion:

• adequate accounting records have not been kept, or that 
returns adequate for their audit have not been received 
from branches they did not visit;

• the financial statements are not in agreement with the 
accounting records and returns;

• they have not received all the information and 
explanations they require for their audit; and

• certain disclosures of directors’ remuneration specified 
by law are not made in the financial statements, giving 
the required particulars in their report
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