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Malta alert
Notional interest deduction rules
introduced

Malta’s government introduced a notional interest deduction (NID)
regime on 5 October 2017 as envisaged in the 2017 budget. The new
regime will be effective as from the 2018 year of assessment.

The NID is designed to align the tax treatment of the cost of equity
with that of the cost of debt (i.e. dividends are not deductible,
whereas interest on financing is a tax-deductible expense) and,
therefore, bring equity financing on a par with debt financing. This
will be achieved by allowing Malta companies and partnerships
(including Malta permanent establishments of foreign companies or
partnerships) to claim a deduction for “interest on risk capital.”
Specifically, such companies will be able to claim a deduction against
their chargeable income for notional interest deemed to be incurred
on their equity capital.

Main features of the NID
The NID will be optional for companies—it is not required.

The NID will be calculated by multiplying (i) the notional interest rate
(i.e. the risk-free rate set by reference to the current yield to
maturity on Malta government stocks with a remaining term of
approximately 20 years, plus a 5% premium) by (ii) the entity’s total
equity at its financial year-end. For this purpose, equity is defined as
share capital, including any share premium, interest-free debt,
positive retained earnings and any other item reported as equity in
the entity’s financial statements, including contribution reserves.

The NID claimed in any year will be limited to 90% of chargeable
income. However, any excess notional interest may be carried



forward indefinitely to be deducted against chargeable income in
future years.

Where the NID is claimed, the company’s shareholder (or partner in
the case of a partnership) will be deemed for Malta tax purposes to
have received notional interest income in the same amount. Where a
shareholder or partner of the undertaking is not resident in Malta,
the deemed interest should be exempt from tax in Malta provided
certain requirements are met.

Dividend distributions made out of profits relieved from tax through
an NID claim will not be chargeable to further tax at the level of the
shareholder or partner.

Specific anti-avoidance rules are included to prevent abusive
application of the regime.

As noted above, the new NID will apply as from the 2018 year of
assessment, meaning that taxpayers will be able to claim the NID on
the profits of the fiscal year ending in 2017 (basis year), which are
assessable to income tax in 2018 (year of assessment).

Contacts

If you have any questions or would like additional information on the
topics covered in this alert, please email the following Deloitte
professional:

Conrad Cassar Torregiani
ctorregiani@deloitte.com.mt

Additional resources

Global Tax Alerts subscription page
Global Tax Alerts archive

World Tax Advisor

Deloitte International Tax Source (DITS)
Deloitte tax@hand app

Dbriefs

www.deloitte.com/tax

ri v I i c (0


mailto:ctorreggiani@deloitte.com.mt
http://mkto-ab090151.com/dY0q03kgV00E000W0u000Y0
http://mkto-ab090151.com/DYl000v0EW000V03qg000Y0
http://mkto-ab090151.com/o00mg00wV0030Y000EWY0q0
http://mkto-ab090151.com/ung0000W0q0Y0x00V00YE30
http://mkto-ab090151.com/ung0000W0q0Y0x00V00YE30
http://mkto-ab090151.com/iyVY0gW30oq00Y000000E00
http://mkto-ab090151.com/s0pV0q300Wgz0Y000000Y0E
http://mkto-ab090151.com/gq000gq00003WE0YY000AV0
https://www.facebook.com/deloitte
https://twitter.com/Deloitte
http://www.linkedin.com/company/deloitte
https://plus.google.com/+Deloitte/posts
http://www.instagram.com/deloitte/
https://www2.deloitte.com/global/en/get-connected/contact-us.html?icid=bottom_contact-us

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private
company limited by guarantee (“DTTL”), its network of member firms, and their
related entities. DTTL and each of its member firms are legally separate and
independent entities. DTTL (also referred to as “Deloitte Global”) does not provide
services to clients. Please see www.deloitte.com/about to learn more about our
global network of member firms.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax
and related services to public and private clients spanning multiple industries. Deloitte
serves four out of five Fortune Global 500® companies through a globally connected
network of member firms in more than 150 countries and territories bringing world-
class capabilities, insights, and high-quality service to address clients’ most complex
business challenges. To learn more about how Deloitte’s approximately 245,000
professionals make an impact that matters, please connect with us on Facebook,
LinkedlIn, or Twitter.

This communication contains general information only, and none of Deloitte Touche
Tohmatsu Limited, its member firms, or their related entities (collectively, the
“Deloitte Network™) is, by means of this communication, rendering professional advice
or services. Before making any decision or taking any action that may affect your
finances or your business, you should consult a qualified professional adviser. No
entity in the Deloitte Network shall be responsible for any loss whatsoever sustained
by any person who relies on this communication.

© 2017. For information, contact Deloitte Touche Tohmatsu Limited.
Add Deloitte as a safe sender

If you no longer wish to receive these emails, please send an email to the sender with
the word “Unsubscribe” in the subject line.


http://www.deloitte.com/about
https://www.facebook.com/deloitte?_rdr=p
https://www.linkedin.com/company/deloitte
https://twitter.com/deloitte
https://www2.deloitte.com/global/en/pages/about-deloitte/articles/deloitte-as-safe-sender.html

	Malta alert
	Notional interest deduction rules introduced
	Main features of the NID
	Contacts
	Additional resources



