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Investment Aid Tax Credits 
Direct Tax Services

Lower aid intensities

The new guidelines have lowered the 
applicable aid intensity thresholds for 
qualifying expenditure incurred as from 1 
July 2014.

These aid intensity levels provide a limit 
on the aggregate amount of investment aid 
that an undertaking can benefit from in 
respect of the same qualifying expenditure, 
and with effect from 1 July 2014 have been 
reduced as follows:

*Refer to further comments in next section in 
respect of eligibility.  

In the case of large investment projects that 
require an initial investment exceeding 
€50 million, the applicable aid intensity 
rate is further reduced in accordance with 
a prescribed formula. Any expenditure 
above €100 million should however not be 
eligible for investment aid.

Malta Enterprise Corporation 
(‘MEC’) has recently published 
the new guidelines relating 
to investment aid tax credits, 
which are effective as from 
1 July 2014 to 31 December 
2020.

Investment Aid can be availed 
of by eligible undertakings 
in respect of qualifying 
expenditure relating to an 
initial investment project (as 
defined). 

Investment Aid under this 
scheme takes the form of tax 
credits that are  calculated 
as a percentage of qualifying 
expenditure depending on 
the size of the qualifying 
enterprise for such purposes.

This newsletter sets out some 
brief notes on what are in our 
view some salient changes to 
the investment aid tax credit 
scheme as resulting from these 
new guidelines.

Furthermore, undertakings that consider 
taking on significant projects may seek 
approval from MEC prior to the start of 
works on the project (although this does 
not appear to be mandatory). Projects that 
are considered as significant and for which 
pre-approval may be considered should 
entail expenditure exceeding the following 
thresholds:

• €50,000 in the case of micro and small 
undertakings

• €100,000 for medium undertakings
• €250,000 for large undertakings

Restrictions on project eligibility for 
large undertakings
In the case of large undertakings, 
investment aid will henceforth be 
permissible only in respect of ‘initial 
investments in favour of a new economic 
activity or activities’ as long as such activity 
is not the same or a similar activity to 
the activity previously performed by the 
undertaking. 

In terms of the relevant definitions 
contained in the new guidelines, this 
essentially appears to require large 
undertakings to carry out an activity 
falling under a different class of the NACE 
statistical classification of economic 
activities in order to henceforth qualify for 
investment tax credits on their qualifying 
expenditure.

Size of 
enterprise

Until 
30/06/14

01/07/14 - 
31/12/17

01/01/18 - 
31/12/20

Small 50% 35% 30%

Medium 40% 25% 20%

Large 30% 15%* 10%*

Hotels 15% 15%
15% - SMEs
10%- Large
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Hotels, resort hotels, suite/apartment 
hotels or guesthouses

Undertakings that may not be solely engaged 
in the operations of a hotel, resort hotel, suite/
apartment hotel or guesthouse can benefit from 
investment aid on an investment project related 
to a licensed hotel and its amenities. 

However, the tax credits shall remain available 
as long as the investment project (hotel) remains 
within the direct ownership of the undertaking 
which was awarded the tax credit and as long 
as the investment project (hotel) remains in 
operation.

In the case of undertakings engaged in such 
activities, investment tax credits can be utilised 
against income other than that arising from the 
operation of the hotel.

Additional reporting obligations
The new guidelines have also increased the 
reporting obligations of undertakings benefitting 
from investment aid. 

As from 1 July 2014, undertakings are also 
required to submit an annual report containing, 
inter alia:

• A breakdown of the eligible costs by invoice, 
supplier, value and date of settlement. This 
should be certified by a certified public 
accountant

• A review by an independent certified public 
auditor confirming that project accounting 
has been carried out

• Such annual report is required to be 
submitted to the Business First unit of MEC 
within one month following the date of 
submission of the beneficiary’s income tax 
return to the Inland Revenue Department.

The MEC has discretion to request additional 
documentation to the above.

Other changes include:

New qualifying activities, 
including cultural restoration, 
large scale cultural and 
trade facilities and industrial 
packaging

A widening of certain eligible 
activities performed by certain 
industry sectors e.g. storage and 
warehousing; repair, overhaul 
and maintenance of certain sea 
vessels; etc.

Certain non-value adding 
processes (such as sorting, 
mixing, labelling, etc) may 
no longer be considered as 
disqualifying activities subject 
to the undertaking employing 
at least 100 full time (or 
equivalent) employees

Shared regional and global 
management services and 
services linked to established 
manufacturing activities are no 
longer considered as eligible 
activities 

The project implementation 
timeline for eligibility of tertiary 
education and private health 
care services has in some 
instances been favourably 
increased from 24 to 36 months

The introduction of certain 
restrictive criteria in respect of 
eligible costs incurred by SMEs 
in the context of a fundamental 
change or a diversification 
change in production process

For undertakings benefitting 
from investment aid on the basis 
of wage costs, an increase in 
employment will be considered 
at group level

Certain changes to what may 
constitute qualifying expenditure 
e.g.  exclusion of expenditure 
relating to office space; 
permissibility of certain lease 
costs; etc.

Certain investments undertaken 
within the context of a group of 
companies may be considered as 
a single investment project and 
may consequently trigger lower 
tax credits
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Incentive entitlement certificates
 MEC shall be re-assessing those undertakings that were eligible under the previous investment aid tax 
credit scheme in order to determine whether they continue to qualify in terms of the new incentive 
guidelines. Undertakings deemed eligible for investment aid under the new guidelines shall be issued with 
an incentive entitlement certificate.

Let’s talk
For more information regarding the new Investment Aid incentive guidelines, please contact:
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neville.gatt@mt.pwc.com
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bernard.attard@mt.pwc.com

Victoria Muscat
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victoria.muscat@mt.pwc.com
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