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Malta has amended its rules on the remittance basis of taxation that will impact persons
who though not ordinarily resident or not domiciled in Malta have a spouse who is both
ordinarily resident and domiciled in Malta. Furthermore, a new measure will affect the
ability of certain highly qualified individuals to benefit from a flat tax rate of 15 percent.

Why This Matters

The measure pertaining to the remittance basis of taxation will disallow, as from 1
January 2015, the application of the remittance basis of taxation in respect of individuals
who are either (a) domiciled but not ordinarily resident or (b) ordinarily resident but not
domiciled in Malta, whose spouse is both ordinarily resident and domiciled in Malta. In
this regard, such individuals will now become taxable on their worldwide income and
capital gains, irrespective of receipt/remittance of such income to Malta.

The changes to the Highly Qualified Persons Rules will allow certain European Economic
Area (EEA) and Swiss nationals to enjoy an extended period of eligibility with respect to
the application of a reduced 15-percent flat tax rate for certain qualifying employment.

Budget Measures Implementation Act, 2015 (Act No. XIll of 2015) and the
Remittance Basis of Taxation

The Act brought about changes to the applicability of the remittance basis of taxation.
Such changes will affect persons who though not ordinarily resident or not domiciled in
Malta have a spouse who is both ordinarily resident and domiciled in Malta. The
amendment would also apply to persons benefitting from the returned migrant provisions
whose spouse is both ordinarily resident and domiciled in Malta.

Key Changes
Up until 31 December 2014, the following rules applied:

e Persons who were both ordinarily resident and domiciled in Malta were taxable in
Malta on their worldwide income and capital gains; whilst

e Persons who were either (a) domiciled but not ordinarily resident or (b) ordinarily
resident but not domiciled in Malta, were subject to tax on a remittance basis,
irrespective of the tax status of their spouse, i.e., such persons were taxable on
income and capital gains arising in Malta and on income which does not arise in
Malta but is received in Malta. Capital gains arising outside Malta were not subject
to tax in Malta.

As noted above, under the new rules, the remittance basis of taxation can no longer be
applied from 1 January 2015, in respect of individuals who are either (a) domiciled but
not ordinarily resident or (b) ordinarily resident but not domiciled in Malta, whose spouse
is both ordinarily resident and domiciled in Malta.
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In this regard, such individuals with a spouse who is both ordinarily resident and domiciled in Malta
will now become taxable on their worldwide income and capital gains, irrespective of
receipt/remittance of such income in/to Malta.

As from 1 January 2015, the wording of the amendment would also have the effect of bringing to
charge to Maltese income tax, capital gains arising outside of Malta to persons benefitting from the
returned migrant provisions whose spouse is both ordinarily resident and domiciled in Malta.

The Highly Qualified Persons Rules

These Rules were introduced in 2011 to attract to Malta highly qualified and experienced individuals.
(For prior coverage, see Flash International Executive Alert 2011-195, 22 November 2011.)

The Rules grant individuals who satisfy the various eligibility criteria the benefit of a flat rate of income
tax of 15 percent upon income derived from their qualifying contract of employment. This benefit was
previously generally limited to a maximum consecutive period of five years with respect to EEA and
Swiss nationals, commencing from the year in which the individual was originally liable to tax in Malta
in terms of the Income Tax Act.

The Highly Qualified Persons (Amendment) Rules, 2015 (L.N. 225 of 2015), introduced an
amendment that allows for this period to be extended by a further five years up to a maximum period
of 10 years of assessment in total. It should be noted that this extension is not automatic, it may be
granted upon application by the beneficiary (EEA and Swiss nationals only) of the Rules, insofar as
he or she continues to adhere to the other provisions of the Rules.

The maximum eligibility period for EEA and Swiss nationals in terms of the Highly Qualified Persons
Rules has therefore been extended, subject to application, for an additional five years up to a
maximum of 10 years of assessment.

For further information or assistance, please contact your local KPMG GMS or People Services
professional or one of the following tax professionals with the KPMG International member firm in
Malta:

Doreen Fenech (doreenfenech@kpmg.com.mt)

Simon Xuereb (simonxuereb@kpmg.com.mt)

Josephine Scicluna (josephinescicluna@kpmg.com.mt)
Tel. + 356 2563 1134.

The information contained in this newsletter was submitted by the KPMG International member firm in
Malta. The KPMG logo and name are trademarks of KPMG International. KPMG International is a
Swiss cooperative that serves as a coordinating entity for a network of independent member firms.
KPMG International provides no audit or other client services. Such services are provided solely by
member firms in their respective geographic areas. KPMG International and its member firms are
legally distinct and separate entities. They are not and nothing contained herein shall be construed to
place these entities in the relationship of parents, subsidiaries, agents, partners, or joint venturers. No
member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG
International or any member firm in any manner whatsoever. The information contained in herein is of
a general nature and is not intended to address the circumstances of any particular individual or
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee
that such information is accurate as of the date it is received or that it will continue to be accurate in
the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.

Flash Alert is a GMS publication of KPMG LLP’s Washington National Tax practice. To view this
publication or recent prior issues online, please click here. To learn more about our GMS practice,
please visit us on the Internet: click here or go to http://www.kpmg.com .
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