DOUBLE TAXATION RELIEF ON TAXES ON INCOME
WITH THE REPUBLIC OF ITALY [S.L.123.16 1

SUBSIDIARY LEGISLATION 123.16

DOUBLE TAXATION RELIEF ON TAXES ON
INCOME WITH THE REPUBLIC OF ITALY ORDER

10th June, 1986

LEGAL NOTICE 31 of 1986, as amended by Legal Ndtitef 2011.

1. The title of this Order is Double Taxation Reliaf daxes Title.
on Income with the Republic of Italy Order.

2. It is hereby declared - Arrangements to
have effect.

(a) that the arrangements specified in the Agreement s
out in the Schedule to this Order have been made wi
the Government of the Republic of Italy with a vieéav
affording relief from double taxation in relation the
following taxes imposed by the laws of the Repulblic
Italy:

(i) the personal income tax’itnposta sul reddito
delle persona fisiche

(i) the corporate income taX’ifmposta sul reddito
delle persona giuridiche

even if they are collected by withholding taxestlze
source (hereinafter referred to as "ltalian tax");

(b) that it is expedient that those arrangements shoul
have effect.
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SCHEDULE

AGREEMENT BETWEEN
THE GOVERNMENT OF THE REPUBLIC OF MALTA
AND
THE GOVERNMENT OF THE REPUBLIC OF ITALY
FOR THE AVOIDANCE OF DOUBLE TAXATION
WITH RESPECT TO TAXES ON INCOME
AND THE PREVENTION OF FISCAL EVASION

The Government of the Republic of Malta and the &awment of the Republic of
Italy, desiring to conclude an Agreement for theollance of Double Taxation with
respect to Taxes on Income and the Prevention s¢dtiEvasion, have agreed as
follows:

CHAPTER |
Scope of the Agreement
ARTICLE 1

Personal Scope

This Agreement shall apply to persons who are resisl of one or both of the
Contracting States.

ARTICLE 2"

Taxes Covered

(1) This Agreement shall apply to taxes on incom@adsed on behalf of each
Contracting State or its political or administragigubdivisions or local authorities,
irrespective of the manner in which they are levied

(2) There shall be regarded as taxes on income axkks imposed on total
income, or on elements of income, including taxasgains from the alienation of
movable or immovable property, taxes on the totabants of wages and salaries
paid by enterprises, as well as taxes on capitateapation.

(3) The existing taxes to which this Agreement shalply are:
(a) in the case of Italy:
(i) the personal income tax;
(i) the corporate income tax;
(iif) the regional tax on productive activities;

even if they are collected by withholding taxesha source (hereinafter
referred to as "ltalian tax");

(b) in the case of Malta:
the income tax,
(hereinafter referred to as "Malta tax").

(4) This Agreement shall apply also to any identical substantially similar
taxes which are imposed after the date of signadfitbis Agreement in addition to,
or in place of, the existing taxes. The competertharities of the Contracting States

*as amended by the Protocol reproduced in Legaidedt4 of 2011.
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shall notify to each other any significant changdsch have been made in their
respective taxation laws.

(5) Where the Agreement provides that income arising Contracting State
shall be relieved from tax in that State, eithefuh or in part, and, under the law in
force in the other Contracting State, such incomsuibject to tax by reference to the
amount thereof which is remitted to or receivedthmat other State and not by
reference to the full amount thereof, then the etlio be allowed in the first
mentioned State shall apply only to so much of itheome as is remitted to or
received in the other State.

CHAPTER I
Definitions
ARTICLE 3

General Definitions
(1) Inthis Agreement, unless the context otherwesguires:
(a) the term "ltaly" means the Republic of Italy;
(b) the term "Malta" means the Republic of Malta;

(c) the terms "a Contracting State" and "the othert@uting State" mean Italy
and Malta as the context requires;

(d) the term "person” comprises an individual, a compand any other body of
persons;

(e) the term "company" means any body corporate oreatity which is treated
as a body corporate for tax purposes;

() the terms "enterprise of a Contracting State" dedterprise of the other
Contracting State" mean, respectively, an enteepciarried on by a resident of a
Contracting State and an enterprise carried on tBsalent of the other Contracting
State;

(g) the term "national” means:

(i) inrespect of Italy, any individual possessihg tnationality of Italy, and
any legal person, partnership and association dwyiits status as such
from the law in force in Italy;

(i) in respect of Malta, any citizen of Malta asopided for in Chapter il
of the Constitution of Malta and in the Malteseig@nship Act, and any
legal person, partnership or association derivisgstatus as such from
the law in force in Malta;

(h) the term “international traffic" means any trandgpby a ship or aircraft
operated by an enterprise which has its place éddfve management in a
Contracting State, except when the ship or airdsatiperated solely between places
in the other Contracting State;

(i) the term "competent authority" means:
(i) inthe case of Italy, the Ministry of Economydfiinance;

(i) in the case of Malta, the Minister responsibier finance or his
authorised representative.

*as amended by the Protocol reproduced in Legaldédt4 of 2011
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(2) In the application of this Agreement by a Contiag State, any term not
otherwise defined shall, unless the context otheewiequires, have the meaning
which it has under the laws of that Contractingt&talating to the taxes which are
the subject of this Agreement.

ARTICLE 4

Fiscal Domicile

(1) Forthe purpose of this Agreement, the termittest of a Contracting State”
means any person who, under the law of that Statkable to taxation therein by
reason of his domicile, residence, place of managgnor any other criterion of a
similar nature. The term does not include any perato is liable to tax in that
Contracting State in respect only of income frorarses situated in that State.

(2) Where by reason of the provisions of paragraph gn individual is a
resident of both Contracting States, then his stahall be determined as follows:

(a) He shall be deemed to be a resident of the Coftitiga&State in which he
has a permanent home available to him. If he hagrananent home
available to him in both Contracting States, hellsha deemed to be a
resident of the Contracting State with which hisgo@al and economic
relations are closest (centre of vital interests).

(b) If the Contracting State in which he has his centf vital interests
cannot be determined, or if he has no permanentehavailable to him
in either Contracting State, he shall be deemete@ resident of the
Contracting State in which he has an habitual abode

(c) If he has an habitual abode in both Contractingte&l or in neither of
them, he shall be deemed to be a resident of th@&r&cting State of
which he is a national.

(d) If he is a national of both Contracting Statesobmneither of them, the
competent authorities of the Contracting Stated| Stwtle the question
by mutual agreement.

(3) Where by reason of the provisions of paragrapha( person other than an
individual is a resident of both Contracting Statéeen it shall be deemed to be a
resident of the Contracting State in which its @aif effective management is
situated.

ARTICLE 5

Permanent Establishment

(1) For the purposes of this Agreement the term rferent establishment”
means a fixed place of business in which the bissired the enterprise is wholly or
partly carried on.

(2) The term "permanent establishment” shall incledpecially:
(a) a place of management;
(b) a branch;
(c) an office;
(d) a factory;
(e) a workshop;
() a mine, quarry or other place of extraction ofurat resources;
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(9) a building site or construction or assembly proj@bich exists for more
than twelve months;

(h) the furnishing of services, including consultansgrvices, by an
enterprise through employees or other personne¢ravhctivities of this
nature continue (for the same or a connected ptoyeithin the country
for a period or periods aggregating more than teehonths within any
two-year period.

(3) The term "permanent establishment" shall notdéemed to include:

(a) the use of facilities solely for the purpose dadrsige, display or delivery
of goods or merchandise belonging to the enterprise

(b) the maintenance of a stock of goods or merchandédenging to the
enterprise solely for the purpose of storage, digmr delivery;

(c) the maintenance of a stock of goods or merchandédenging to the
enterprise solely for the purpose of processin@hgther enterprise;

(d) the maintenance of a fixed place of business gdi@l the purpose of
purchasing goods or merchandise, or for collectifgrmation for the
enterprise;

(e) the maintenance of a fixed place of business gdi@ the purpose of
advertising, for the supply of information, for entific research or for
similar activities which have a preparatory or diaxy character for the
enterprise.

(4) A person acting in a Contracting State on beb&Hn enterprise of the other
Contracting State - other than an agent of an ieddpnt status to whom paragraph
(5) applies - shall be deemed to be a permaneabksthment in the first-mentioned
State if he has, and habitually exercises in thtatte§ an authority to conclude
contracts in the name of the enterprise, unlessakitsvities are limited to the
purchase of goods or merchandise for the enterprise

(5) An enterprise of a Contracting State shall n& teemed to have a
permanent establishment in the other ContractiradeSterely because it carries on
business in that other State through a broker, ggrm@mmission agent or any other
agent of an independent status, where such per@nacting in the ordinary course
of their business.

(6) The fact that a company which is a resident &amtracting State controls
or is controlled by a company which is a resideihth@ other Contracting State, or
which carries on business in that other State (Wketthrough a permanent
establishment or otherwise) shall not of itself rmadither company a permanent
establishment of the other.

CHAPTER |11
Taxation of Income
ARTICLE 6

Income from Immovable Property

(1) Income from immovable property may be taxedhe Contracting State in
which such property is situated.

(2) The term "immovable property" shall be definedaiccordance with the law
of the Contracting State in which the property iregtion is situated. The term shall
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in any case include property accessory to immovabtgerty, rights to which the
provisions of general law respecting immovable by apply. The term shall also
include usufruct of immovable property and rightsvariable or fixed payments as
consideration for the working of, or the right t@fk, mineral deposits, sources and
other natural resources; ships, boats and airstedtl not be regarded as immovable
property.

(3) The provisions of paragraph (1) shall apply t@ame derived from the
direct use, letting, or use in any other form ofriovable property.

(4) The provisions of paragraphs (1) and (3) shisib @pply to the income from
immovable property of an enterprise and to incomoenfimmovable property used
for the performance of professional services.

ARTICLE 7

Business Profits

(1) The profits of an enterprise of a Contractingt8tshall be taxable only in
that State unless the enterprise carries on busiimreshe other Contracting State
through a permanent establishment situated thedéithe enterprise carries on
business as aforesaid, the profits of the entegpriay be taxed in the other State but
only so much of them as is attributable to thanpement establishment.

(2) Subject to the provisions of paragraph (3), vehemn enterprise of a
Contracting State carries on business in the oth@mtracting State through a
permanent establishment situated therein, therd shaach Contracting State be
attributed to that permanent establishment theitgothich it might be expected to
make if it were a distinct and separate enterpeisgaged in the same or similar
activities under the same or similar conditions aeéling wholly independently
with the enterprise of which it is a permanent bEshment.

(3) In the determination of the profits of a permanestablishment, there shall
be allowed as deductions expenses which are induffoe the purposes of the
permanent establishment including executive ancegdradministrative expenses so
incurred, whether in the State in which the pernmrestablishment is situated or
elsewhere.

(4) In so far as it has been customary in a ConimgcState to determine the
profits to be attributed to a permanent establishimnen the basis of an
apportionment of the total profits of the enterpri® its various parts, nothing in
paragraph (2) shall preclude that Contracting State determining the profits to be
taxed by such an apportionment as may be custoritégy.method of apportionment
adopted shall, however, be such that the resultldfein accordance with the
principles embodied in this Article.

(5) No profits shall be attributed to a permanernttkishment by reason of the
mere purchase by that permanent establishment ofig@r merchandise for the
enterprise.

(6) For the purpose of the preceding paragraphspthéts to be attributed to
the permanent establishment shall be determinethéysame method year by year
unless there is good and sufficient reason to thdrary.

(7) Where profits include items of income which atealt with separately in
other Articles of this Agreement, then the provisgsoof those Articles shall not be
affected by the provisions of this Article.
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ARTICLE 8

Shipping and Air Transport

(1) Profits from the operation of ships or aircraftinternational traffic shall be
taxable only in the Contracting State in which fHace of effective management of
the enterprise is situated.

(2) If the place of effective management of a shigpenterprise is aboard a
ship or boat, then it shall be deemed to be sithateghe Contracting State in which
the home harbour of the ship or boat is situatedif here is no such home harbour,
in the Contracting State of which the operatorha ship or boat is a resident.

(3) The provisions of paragraph (1) shall also applyrofits derived from the
participation in a pool, a joint business or iniaternational operating agency.

ARTICLE 9

Associated Enterprises
Where -

(a) an enterprise of a Contracting State participaliesctly or indirectly in
the management, control or capital of an enterpridethe other
Contracting State; or

(b) the same persons participate directly or indinedtl the management,
control or capital of an enterprise of a ContragtiGtate and an
enterprise of the other Contracting State,

and in either case conditions are made or imposgdiden the two enterprises in
their commercial or financial relations which diffeom those which would be made
between independent enterprises, then any proftiklwwould, but for those
conditions, have accrued to one of the enterprises,by reason of those conditions,
have not so accrued, may be included in the prafftthat enterprise and taxed
accordingly.

ARTICLE 10

Dividends

(1) Dividends paid by a company which is a residefnd Contracting State to a
resident of the other Contracting State may beddrehat other State.

(2) However, such dividends may be taxed in the Guning State of which the
company paying the dividends is a resident, anaaing to the law of that State,
but -

(a) where the dividends are paid by a company residdnttaly to a
resident of Malta who is the beneficial owner thedrehe Italian tax so
charged shall not exceed 15 per cent of the gromsuat of the
dividends;

(b) where the dividends are paid by a company residdnMalta to a
resident of Italy who is the beneficial owner thafre

(i) Malta tax shall not exceed that chargeable andbmpany paying
the dividends in respect of the profits so disttéul)

(i notwithstanding the provisions of sub-paragra@jy Malta tax
shall not exceed 15 per cent of the gross amoutiheividends
if such dividends are paid out of gains or pro&@rned in any
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year in respect of which the company is in receiptax benefits
under the provisions regulating aids to industiieMalta, and the
shareholder submits returns and accounts to theatitax
authorities of Malta in respect of his income liealib Malta tax
for the relative year of assessment.

The competent authorities of the Contracting Statkall by mutual
agreement settle the mode of application of thigthation.

This paragraph shall not affect the taxation of ¢benpany in respect of
the profits out of which the dividends are paid.

(3) The term "dividends" as used in this Article meancome from shares,
"Jjouissance" shares or "jouissance" rights, minstigres, founders shares or other
rights, not being debt-claims, participating in fitg, as well as income from other
corporate rights which is subjected to the samatiax treatment as income from
shares by the taxation law of the State of whiaghd¢bmpany making the distribution
is a resident.

(4) The provisions of paragraphs (1) and (2) shall apply if the recipient of
the dividends, being a resident of a Contractirg&Stcarries on business in the other
Contracting State of which the company paying théde&nds is a resident, through a
permanent establishment situated therein, or penfin that other State
professional services from a fixed base situateddim and the holding in respect of
which the dividends are paid is effectively connedttwith such permanent
establishment or fixed base. In such a case thaleinds are taxable in that other
Contracting State according to its own law.

(5) Where a company which is a resident of a ConitngcState derives profits
or income from the other Contracting State, th&eotState may not impose any tax
on the dividends paid by the company, except insagasuch dividends are paid to a
resident of that other State or insofar as the imgléh respect of which the dividends
are paid is effectively connected with a permanestablishment or a fixed base
situated in that other State, or subject the comjsaindistributed profits to a tax on
undistributed profits, even if the dividends paidtbe undistributed profits consist
wholly or partly of profits or income arising in clu other State.

ARTICLE 11

Interest

(1) Interest arising in a Contracting State and pida resident of the other
Contracting State may be taxed in that other State.

(2) However, such interest may be taxed in the Ganitng State in which it
arises, and according to the law of that State,ibthe recipient is the beneficial
owner of the interest, the tax so charged shallexateed 10 per cent of the gross
amount of the interest. The competent authoritiethe Contracting States shall by
mutual agreement settle the mode of applicatiothisf limitation.

(3) Notwithstanding the provisions of paragraph (Bferest arising in a
Contracting State shall be exempt from tax in tBite if -

(a) the payer of the interest is the Government of @antracting State or a
local authority thereof; or

(b) the interest is paid to the Government of the ptBentracting State or
local authority thereof or any agency or instrunatity (including a
financial institution) wholly owned by that otherofitracting State or
local authority thereof; or
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(c) the interest is paid to any other agency or ursgntality (including a
financial institution) in relation to loans made dar an agreement
concluded between the Governments of the Contrg@&tates.

(4) The term "interest" as used in this Article mgancome from Government
securities, bonds or debentures, whether or nairegicby mortgage and whether or
not carrying a right to participate in profits, addbt-claims of every kind as well as
all other income assimilated to income from monentlby the taxation law of the
State in which the income arises.

(5) The provisions of paragraphs (1) and (2) shall apply if the recipient of
the interest, being a resident of a ContractingeStearries on business in the other
Contracting State in which the interest arisesoptiggh a permanent establishment
situated therein, or performs in that other Statefgssional services from a fixed
base situated therein and the debt-claims in raspewhich the interest is paid is
effectively connected with such permanent estalphisht or fixed base. In such a
case, the interest is taxable in that other CotitigcState according to its own law.

(6) Interest shall be deemed to arise in a ContngcBtate when the payer is
that State itself, a political or administrativebslivision, a local authority or a
resident of that State. Where, however, the pemornng the interest, whether he is
a resident of a Contracting State or not, has oatracting State a permanent
establishment in connection with which the indelmtess on which the interest is
paid was incurred, and such interest is borne lmh permanent establishment, then
such interest shall be deemed to arise in the Gaoting State in which the
permanent establishment is situated.

(7) Where, owing to a special relationship betwelem payer and the recipient
or between both of them and some other personatheunt of the interest paid,
having regard to the debt claim for which it is ¢haéxceeds the amount which would
have been agreed upon by the payer and the redipinethe absence of such
relationship, the provisions of this Article shalpply only to the last mentioned
amount. In that case, the excess part of the paigrsdrall remain taxable according
to the law of each Contracting State, due regaidgbad to the other provisions of
this Agreement.

ARTICLE 12

Royalties

(1) Royalties arising in a Contracting State anddp@i a resident of the other
Contracting State shall be taxable only in thatestBtate if such resident is the
beneficial owner of the royalties and the royalteessist of payments of any kind
received as consideration for the use of, or tghtrto use, any copyright of literary,
artistic or scientific work, cinematographic filnoy tapes for television or
broadcasting.

(2) Royalties arising in a Contracting State anddp@i a resident of the other
Contracting State may be taxed in that other Cantitng State if the royalties consist
of payments of any kind received as a considerdioihe use of, or the right to use,
any patent, trade mark, design, model, plan, sdfomula or process, industrial,
commercial or scientific equipment, or informatieoncerning industrial,
commercial or scientific experience. However, suchalties may also be taxed in
the Contracting State in which they arise, and adiog to the law of that State, but
if the recipient is the beneficial owner of the adtyes, the tax so charged shall not
exceed 10 per cent of the gross amount of suchltiega

(3) The provisions of paragraphs (1) and (2) shall apply if the recipient of
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the royalties, being a resident of a Contractingt&tcarries on business in the other
Contracting State in which the royalties arise otigh a permanent establishment
situated therein, or performs in that other Statefgissional services from a fixed

base situated therein, and the right or propertyegpect of which the royalties are

paid is effectively connected with such permanestablishment or fixed base. In

such a case the royalties are taxable in that offertracting State according to its

own law.

(4) Royalties shall be deemed to arise in a Conimgcbtate when the payer is
that State itself, a political or administrativebslivision, a local authority or a
resident of that State. Where, however, the pepsofing the royalties, whether he is
a resident of a Contracting State or not, has Doatracting State a permanent
establishment in connection with which the liabylito pay the royalties was
incurred, and such royalties are borne by such peent establishment, then such
royalties shall be deemed to arise in the Contracttate in which the permanent
establishment is situated.

(5) Where, owing to a special relationship betwelea payer and the recipient
or between both of them and some other personatheunt of the royalties paid,
having regard to the use, right or information ¥arich they are paid, exceeds the
amount which would have been agreed upon by thepawd the recipient in the
absence of such relationship, the provisions o thiticle shall apply only to the
last-mentioned amount. In that case, the excessgidhe payments shall remain
taxable according to the law of each Contractingt&tdue regard being had to the
other provisions of this Agreement.

ARTICLE 13

Capital Gains

(1) Gains from the alienation of immovable properyg, defined in paragraph
(2) of Article 6, may be taxed in the Contractintat® in which such property is
situated.

(2) Gains from the alienation of movable propertynitng part of the business
property of a permanent establishment which anrenite of a Contracting State has
in the other Contracting State or of movable prapegrertaining to a fixed base
available to a resident of a Contracting Statehi@ dther Contracting State for the
purpose of performing professional services, inéchgdsuch gains from the
alienation of such a permanent establishment (almmgether with the whole
enterprise) or of such a fixed base, may be takeithé other State. However, gains
from the alienation of ships or aircraft operatedrternational traffic, as well as
gains from the alienation of movable property piritag to the operation of such
ships or aircraft, shall be taxable only in the @anting State in which the place of
effective management of the enterprise is situated.

(3) Gains from the alienation of any property otliban those mentioned in
paragraphs (1) and (2) shall be taxable only in@oatracting State of which the
alienator is a resident.

ARTICLE 14

Independent Personal Services

(1) Income derived by a resident of a Contractintpt& in respect of
professional services or other independent acésitif a similar character shall be
taxable only in that State. However, such incomeyrha taxed in the other
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Contracting State in the following circumstances:

(a) if he has a fixed base regularly available to lnhe other Contracting
State for the purpose of performing his activit{igswhich case only so
much of the income as is attributable to that fibede may be taxed in
that other Contracting State); or

(b) if his stay in the other Contracting State is forperiod or periods
amounting to or exceeding in the aggregate 183 ddysng any
calendar year.

(2) The term "professional services" includes, esdb¢ independent
scientific, literary, artistic, educational or tdang activities as well as the
independent activities of physicians, lawyers, emgirs, architects, dentists and
accountants.

ARTICLE 15

Dependent Personal Services

(1) Subject to the provisions of Articles 16, 18, 4®d 20, salaries, wages and
other similar remuneration derived by a residena@ontracting State in respect of
an employment shall be taxable only in that Statless the employment is exercised
in the other Contracting State. If the employmensd exercised, such remuneration
as is derived therefrom may be taxed in that oState.

(2) Notwithstanding the provisions of paragraph (Emuneration derived by a
resident of a Contracting State in respect of apleyment exercised in the other
Contracting State shall be taxable only in thetfirentioned State if:

(a) the recipient is present in the other State fqueaiod or periods not
exceeding in the aggregate 183 days in the caleywkarconcerned; and

(b) the remuneration is paid by, or on behalf of, ampoyer who is not a
resident of the other State; and

(c) the remuneration is not borne by a permanent &stabent or a fixed
base which the employer has in the other State.

(3) Notwithstanding the preceding provisions of tligicle, remuneration in
respect of an employment exercised aboard a shgiroraft in international traffic
may be taxed in the Contracting State in whichplaze of effective management of
the enterprise is situated.

ARTICLE 16

Directors’ Fees

Directors’ fees and similar payments derived byesident of a Contracting State
in his capacity as a member of the board of direstar other similar organ of a
company which is a resident of the other ContragBiate may be taxed in that other
State.

ARTICLE 17

Artists and Athletes

(1) Notwithstanding the provisions of Articles 14dad5, income derived by
entertainers, such as theatre, motion picture, aaxti television artists, and
musicians, and by athletes, from their persondviids as such may be taxed in the
Contracting State in which these activities arereised.
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(2) Where income in respect of personal activitisssach of an entertainer or
athlete accrues not to that entertainer or athideself but to another person, that
income may, notwithstanding the provisions of A 7, 14 and 15, be taxed in the
Contracting State in which the activities of thdeztainer or athlete are exercised.

ARTICLE 18

Pensions and Annuities

(1) Subject to the provisions of paragraph (2) ofidle 19, pensions and other
similar remuneration, and annuities, paid to adest of a Contracting State shall be
taxable only in that State.

(2) As used in this Article -

(a) the term "pensions and other similar remuneratiomdans periodic
payments made after retirement in consideratiopast employment, or
by way of compensation for injuries received in weation with past
employment;

(b) the term "annuity" means a stated sum paid pecadtli during life, or
during a specified or ascertainable period of tiomeder an obligation to
make the payments in return for adequate and fahsteration in
money or money'’s worth.

ARTICLE 19

Government Service

(1) (@ Remuneration, other than a pension, paid by a K@otihg State or a
political or an administrative subdivision or a Ecauthority thereof to any
individual in respect of services rendered to tBéate or subdivision or local
authority thereof shall be taxable only in thatt8ta

(b) However, such remuneration shall be taxable onlyhie other Contracting
State if the services are rendered in that Statethe recipient is a resident of that
other Contracting State who -

(i) is a national of that State; or

(i) did not become a resident of that State sol&édy the purpose of
performing the services.

(2) (@ Any pension paid by, or out of funds created b antracting State or
a political or an administrative subdivision or acal authority thereof to any
individual in respect of services rendered to that& or subdivision or local
authority thereof shall be taxable only in thatt8ta

(b) However, such pension shall be taxable only indtieer Contracting State if
the recipient is a national of and a resident et thtate.

The provisions of Articles 15, 16 and 18 shall gpfd remuneration or pensions
in respect of services rendered in connection with trade or business carried on by
one of the Contracting States or a political omaministrative subdivision or a local
authority thereof.

(4) The provisions of paragraph (&)(shall likewise apply in respect of
remuneration paid, under a development assistancgramme of a Contracting
State, a political or administrative subdivisionatocal authority thereof, out of
funds exclusively supplied by that State, thosedvisions or local authorities
thereof, to a specialist or volunteer secondechtodther Contracting State with the
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consent of that other State.
ARTICLE 20

Teachers, Students and Trainees

(1) A professor or teacher who makes a temporarit tdisa Contracting State
for a period not exceeding two years for the pugo$ teaching or conducting
research at a university, college, school or o#drcational institution, and who is,
or immediately before such visit was, a residenth&f other Contracting State shall
be exempt from tax in the first-mentioned ContragtiState in respect of
remuneration for such teaching or research.

(2) Payments which a student or trainee who is os feamerly a resident of a
Contracting State and who is present in the othent@cting State solely for the
purpose of his education or training receives fog purpose of his maintenance,
education or training shall be exempt from tax latt other Contracting State,
provided that such payments are made to him frotsida that other Contracting
State.

(3) Remuneration which a trainee who is or was falyne resident of a
Contracting State derives from an employment whiehexercises in the other
Contracting State for the purpose of practicalriag for a period of time which is
reasonably required to conclude his training shatlbe taxed in that other State.

(4) Remuneration which a student who is or was fotyna resident of a
Contracting State derives from a part time emplogtnghich he exercises in the
other Contracting State for a period of time whislmeasonably required to conclude
his studies shall not be taxed in that other State.

ARTICLE 21

Other Income

(1) Items of income of a resident of a Contractirngt&, wherever arising, not
dealt with in the foregoing Articles of this Agreemt shall be taxable only in that
State.

(2) The provisions of paragraph (1) shall not apythe recipient of the
income, being a resident of a Contracting Stateriea on business in the other
Contracting State through a permanent establishsitudted therein, or performs in
that other State professional services from a filzade situated therein, and the right
or property in respect of which the income is pai@ffectively connected with such
permanent establishment or fixed base. In suchse ¢he items of income are
taxable in that other Contracting State accordmgd own law.

CHAPTER IV
Method for Elimination of Double Taxation
ARTICLE 22

Elimination of Double Taxation

(1) Double taxation shall be eliminated in accordanwith the following
paragraphs of this Article.

*as amended by the Protocol reproduced in Legaldedt4 of 2011.
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(2) If aresident of Italy owns items of income whiare taxable in Malta, Italy,
in determining its income taxes specified in Aréi@ of this Agreement, may include
in the basis upon which such taxes are imposed#i@ items of income, unless
specific provisions of this Agreement otherwise\pde.

In such a case, Italy shall deduct from the taesalculated the income tax paid
in Malta but in an amount not exceeding that prdipor of the aforesaid Italian tax
which such items of income bear to the entire ineom

The tax paid in Malta for which deduction is grashie only the pro rata amount
corresponding to the foreign income which is in@ddn the aggregate income.

However, no deduction shall be granted if the i@hincome is subjected in Italy
to a substitute tax or to a final withholding tax,to substitute taxation at the same
rate as the final withholding tax, also by requafsthe recipient, in accordance with
Italian law..

(3) Subject to the provisions of the law of Maltgyaeding the allowance of a
credit against Malta tax in respect of foreign tawhere, in accordance with the
provisions of this Agreement, there is includedaiMalta assessment income from
sources within Italy, the Italian tax on such ino®mwhall be allowed as a credit
against the relative Malta tax payable thereon.

(4) (Deleted by the Protocol reproduced in Legal Notleeof 201).
CHAPTER YV
Special Provisions
ARTICLE 23

Non-discrimination

(1) The nationals of a Contracting State, whethematrthey are residents of one
of the Contracting States, shall not be subjectethé other Contracting State to any
taxation, or any requirement connected therewitthjoh is other or more
burdensome than the taxation and connected reqaeimmgsrto which nationals of that
other State in the same circumstances are or maybjected.

(2) The taxation on a permanent establishment whach enterprise of a
Contracting State has in the other Contracting &stdtall not be less favourably
levied in that other State than the taxation leveedenterprises of that other State
carrying on the same activities.

This provision shall not be construed as obliginGantracting State to grant to
residents of the other Contracting State any peas@llowances, reliefs and
reductions for taxation purposes on account ofl @tatus or family responsibilities
or any other personal circumstances which it gramtgs own residents.

(3) Except where the provisions of Article 9, paragn (7) of Article 11, or
paragraph (5) of Article 12 apply, interest, roy@dtand other disbursements paid by
an enterprise of a Contracting State to a residéttie other Contracting State shall,
for the purpose of determining the taxable profitsuch enterprise, be deductible
under the same conditions as if they had been paid resident of the first
mentioned State.

(4) Enterprises of a Contracting State, the camfalvhich is wholly or partly
owned or controlled, directly or indirectly, by ome more residents of the other
Contracting State, shall not be subjected in thetfinentioned Contracting State to
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any taxation or any requirement connected therewithch is other or more
burdensome than the taxation and connected reqgeimésnto which other similar
enterprises of that first-mentioned State are oy tma subjected.

(5) Inthis Article the term "taxation" means taxasvery kind and description.
ARTICLE 24

Mutual Agreement Procedure

(1) Where a resident of a Contracting State considleat the actions of one or
both of the Contracting States result or will retsidr him in taxation not in
accordance with this Agreement, he may, notwithditagn the remedies provided by
the national laws of those States, present his taslee competent authority of the
Contracting State of which he is a resident ohi#f case comes under paragraph (1)
of Article 23, to that of the Contracting Statewlfiich he is a national. This case
must be presented within three years from the fictification of the action giving
rise to taxation not in accordance with the Agreetme

(2) The competent authority shall endeavour, if dfvgection appears to it to be
justified and if it is not itself able to arrive ah appropriate solution, to resolve the
case by mutual agreement with the competent authoffithe other Contracting
State, with a view to the avoidance of taxation mmtaccordance with the
Agreement. Any agreement reached shall be impleetenbtwithstanding any time
limits in the national laws of the Contracting &t

(3) The competent authorities of the Contractingt&tashall endeavour to
resolve by mutual agreement any difficulties or #osi arising as to the
interpretation or application of the Agreement. ¥hmeay also consult together for
the elimination of double taxation in cases notvyed for in the Agreement.

(4) The competent authorities of the Contractingté&&anay communicate with
each other directly for the purpose of reachingagneement in the sense of the
preceding paragraphs.

ARTICLE 25

Exchange of Information

(1) The competent authorities of the Contractingt&tashall exchange such
information as is forseeably relevant for carryiagt the provisions of this
Agreement or to the administration or enforcemehmthe domestic laws concerning
taxes of every kind and description imposed on Hetfathe Contracting States, or
of their political or administrative subdivisions cal authorities, insofar as the
taxation thereunder is not contrary to the Agreetmewell as to prevent fiscal
evasion and tax avoidance. The exchange of infdomas not restricted by Articles
1 and 2.

(2) Any information received under paragraph (1)@ontracting State shall
be treated as secret in the same manner as infnmabtained under the domestic
laws of that State and shall be disclosed only&ospns or authorities (including
courts and administrative bodies) concerned withahsessment or collection of, the
enforcement or prosecution in respect of, the daeitestion of appeals in relation to
the taxes referred to in paragraph 1, or the ogétsof the above. Such persons or
authorities shall use the information only for symirposes. They may disclose the
information in public court proceedings or in juidicdecisions.

*as substiotuted by the Protocol reproduced in Légsice 14 of 2011.
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(3) Inno case shall the provisions of paragraphafid (2) be construed so as to
impose on a Contracting State the obligation:

(a) to carry out administrative measures at variamgdh the laws and
administrative practice of that or of the other @anting State;

(b) to supply information which is not obtainabledem the laws or in the
normal course of the administration of that or loé iother Contracting
State,;

(c) to supply information which would disclose anyade, business,
industrial, commercial or professional secret oad® process, or
information the disclosure of which would be comyréo public policy
(ordre publig.

(4) If information is requested by a Contracting t8tan accordance with this
Article, the other Contracting State shall usei®rmation gathering measures to
obtain the requested information, even though tither State may not need such
information for its own tax purposes. The obligatioontained in the preceding
sentence is subject to the limitations of paragréphbut in no case shall such
limitations be construed to permit a Contractin@t®tto decline to supply
information solely because it has no domestic iedéein such information.

(5) In no case shall the provisions of paragraph8)construed to permit a
Contracting State to decline to supply informatsmlely because the information is
held by a bank, other financial institution, nomegner person acting in an agency or
a fiduciary capacity or because it relates to owhgr interests in a person.

ARTICLE 26

Diplomatic and Consular Officials

Nothing in this Agreement shall affect the fiscaiwleges of diplomatic or
consular officials under the general rules of intgronal law or under the provisions
of special agreements.

ARTICLE 27

Refunds

(1) Taxes withheld at source in a Contracting Stai# be refunded at the
request of the taxpayer or of the Contracting Stdterhich he is a resident, if the
right to collect the said taxes is regulated by phavisions of this Agreement.

(2) Claims for refund are to be filed within the grlimits prescribed by the law
of the Contracting State obliged to make repaynaertt are to be accompanied by an
official certificate from the competent authoritie§ the other State of which the
claimant is a resident. This shall certify that tb@nditions which give rise to
entitlement to refund have been fulfilled.

(3) The competent authorities of the Contracting t&tashall by mutual
agreement settle the mode of application of thisidde, in accordance with the
provisions of Article 24 of this Agreement.
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CHAPTER VI
Final Provisions
ARTICLE 28

Entry into Force

(1) This Agreement shall be ratified and the insteumts of ratification shall be
exchanged at Rome as soon as possible.

(2) The Agreement shall enter into force after tkehenge of instruments of
ratification, and its provisions shall have effect:

(@) in Iltaly, as respects income assessable for amabia period
commencing on or after the first day of January/&;9

(b) in Malta, in respect of taxes which are levied &ory year of assessment
beginning with the year of assessment which britgscharge the
income of 1976.

(3) Any claim for refund or credit arising in accamte with this Agreement in
respect of any tax payable by a resident of a Caating State referring to the
taxable periods commencing on or after the 1stdani976 and until the entry into
force of this Agreement shall be lodged within #ageears from the date of entry into
force of this Agreement or from the date when the is charged, whichever is the
later. Nothing herein contained shall reduce amgkr time limit available to such
resident for this purpose under the law of the Caating State of which he is a
resident.

ARTICLE 29

Termination

This Agreement shall remain in force indefinitelytbeither of the Contracting
States may, on or before the thirtieth day of Jumany calendar year beginning
after the expiration of a period of five years froie date of its entry into force, give
to the other Contracting State, through diplomath@annels, written notice of
termination and, in such event, the Agreement stedise to be effective:

(@) in Italy, as respects income assessable for amabia period
commencing on or after the first day of Januarythe calendar year
next following that in which notice of terminatias given;

(b) in Malta, in respect of taxes which are levied &ory year of assessment
on income derived during any period commencing loa first day of
January in the year next following that in whichtice of termination is
given, or in subsequent years.

IN WITNESS WHEREOF the undersigned, duly authorisleereto, have signed
this Agreement.

DONE at Valletta this 16th day of July, 1981 in diepte, in the Italian and
English languages, both texts being equally autbent
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For the Government of For the Government of
the Republic of Malta the Republic of Italy

Robert Stivala, Maurizio Battaglini
Secretary, Ministry of Finance, Ambassador of Italy

Customs and People’s
Financial Investments.

PROTOCOL

At the signing of the Agreement concluded todaywsstn the Republic of Malta
and the Republic of Italy for the avoidance of dieutaxation and the prevention of
fiscal evasion with respect to taxes on income,uhéersigned have agreed upon the
following additional provisions which shall form amtegral part of the Agreement.

I With reference to Article 3, in the event of agmeent being reached between
Malta and Italy regulating their respective rigloger the continental shelf
and allied matters, the Contracting States willeemtto negotiations in order
to amend the definitions of Italy and Malta takiagcount of the agreement
so reached.

Il With reference to Article 5, an offshore drillingite is included in the
expression "a mine, quarry or other place of exttomcof natural resources"
in paragraph (2J}. thereof.

1l With reference to paragraph (3) of Article 7 etlexpression "expenses which
are incurred for the purposes of the permanentldsthment” means
expenses directly connected with the activity oethermanent
establishment.

IV (a) With reference to Article 8, where profits derivfom the operation of a
ship in international traffic by an enterprise wkogslace of effective
management is situated in Malta are exempt from aaxler the
provisions of article 86 of the Merchant ShippingtAor under any
identical or similar provisions, such profits mag taxed in Italy unless
it is proved to the satisfaction of the competeutharities of Italy that
not more than twenty per cent of the capital of tbenpany owning the
relative ship is owned, directly or indirectly, ipgrsons not residents of
Malta.

(b) Wwith further reference to Article 8, an enterprizka Contracting State
deriving profits from the operation of ships oraft in international
traffic shall not be subject to any local incoma& tmposed in the other
Contracting State.

V  With reference to paragraph (1) of Article 24, thexpression
"notwithstanding the remedies provided by the naidaws" means that the
mutual agreement procedure is not alternative grtational contestation
proceedings which should, in any case, be initiatétiin the time limits of
the national law.

VI The provisions of paragraph (3) of Article 27 #h#ot prevent the competent
authorities of the Contracting States from adopting mutual agreement,
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other procedures for the reduction of taxation at@dance with this
Agreement.

VIl Notwithstanding the provisions of paragraph (#)Article 28, the provisions
of Article 8 shall be applicable as respects incodegived during any
taxable period commencing on or after the 1st Janud®69.

DONE at Valletta this 16th day of July, 1981 in diepte, in the Italian and
English languages, both texts being equally autibent

For the Government of For the Government of
the Republic of Malta the Republic of Italy
Robert Stivala, Maurizio Battaglini
Secretary, Ministry of Finance, Ambassador of Italy

Customs and People’s
Financial Investments.

Legal Notice 14 of 2011

PROTOCOL

TO THE AGREEMENT BETWEEN THE GOVERNMENT OF THE REBUIC OF
MALTA AND THE GOVERNMENT OF THE REPUBLIC OF ITALY R THE
AVOIDANCE OF DOUBLE TAXATION WITH RESPECT TO TAXESON

INCOME AND THE PREVENTION OF FISCAL EVASION

The Government of Malta and the Government of thédn Republic, desiring to
conclude a Protocol to amend the Agreement forabh@dance of double taxation
with respect to taxes on income and the preventidiscal evasion, with Additional
Protocol and Exchange of Notes, signed at Vallettal6th July, 1981 (hereinafter
referred to as "the Agreement"),

have agreed as follows:
ARTICLE |

Paragraph (3) of Article 2 "Taxes Covered", shaldeleted and replaced by the
following:

"(3) The existing taxes to which this Agreement shaalply are:
(a) in the case of Italy:
(i) the personal income tax;
(ii) the coporate income tax;
(iii) the regional tax on productive activities;

even if they are collected by withholding taxesthé source
(hereinafter referred to as "ltalian tax");

(b) in the case of Malta:
the income tax,
(hereinafter referred to as "Malta tax").".
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ARTICLE I

With reference to Article 3 "General definitiondgtter (i), subparagraph (i) of
paragraph (1) shall be replaced by the following:

"(i) in the case of Italy, the Ministry of Economwé Finance;".

ARTICLE Il

1. With reference to Article 22 "Elimination of dolebtaxation”, paragraph (2)
shall be deleted and replaced by the following:

"(2) If a resident of Italy owns items of income whiare taxable in Malta,

Italy, in determining its income taxes specified Amticle 2 of this
Agreement, may include in the basis upon which sagles are imposed
the said items of income, unless specific provisiof this Agreement
otherwise provide.

In such a case, Italy shall deduct from the taxescalculated the

income tax paid in Malta but in an amount not exiieg that proportion

of the aforesaid Italian tax which such items afdme bear to the entire
income.

The tax paid in Malta for which deduction is grashie only the pro rata
amount corresponding to the foreign income whichniduded in the
aggregate income.

However, no deduction shall be granted if the itefnincome is
subjected in Italy to a substitute tax or to a fiméthholding tax, or to
substitute taxation at the same rate as the fingdhelding tax, also by
request of the recipient, in accordance with Iltaliaw.".

2. Paragraph 4 of Article 22 shall be deleted.

ARTICLE IV

Article 25 "Exchange of information” shall be dedeltand replaced by the

following:

"(1) The competent authorities of the Contractingt&s shall exchange such

(2)

(3)

information as is forseeably relevant for carryimgt the provisions of
this Agreement or to the administration or enforeemof the domestic
laws concerning taxes of every kind and descriptinposed on behalf
of the Contracting States, or of their political @dministrative
subdivisions or local authorities, insofar as thaation thereunder is
not contrary to the Agreement as well as to prevatal evasion and
tax avoidance. The exchange of information is mestnicted by Articles
1 and 2.

Any information received under paragraph (1) &yontracting State
shall be treated as secret in the same mannerfasnation obtained
under the domestic laws of that State and shallliselosed only to
persons or authorities (including courts and adstmative bodies)
concerned with the assessment or collection of, éhéorcement or
prosecution in respect of, the determination ofesgdp in relation to the
taxes referred to in paragraph 1, or the oversimfhthe above. Such
persons or authorities shall use the informatioly dar such purposes.
They may disclose the information in public courbgeedings or in
judicial decisions.

In no case shall the provisions of paragraphafid (2) be construed so
as to impose on a Contracting State the obligation:
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(a) to carry out administrative measures at variamite the laws and
administrative practice of that or of the other @anting State;

(b) to supply information which is not obtainableden the laws or in
the normal course of the administration of thatoérthe other
Contracting State;

(c) to supply information which would disclose amade, business,
industrial, commercial or professional secret @df process, or
information the disclosure of which would be comyréo public
policy (ordre publig.

(4) If information is requested by a Contracting t8tin accordance with
this Article, the other Contracting State shall uige information
gathering measures to obtain the requested infoomatven though
that other State may not need such informatiorittoown tax purposes.
The obligation contained in the preceding senteiscsubject to the
limitations of paragraph (3) but in no case shaitts limitations be
construed to permit a Contracting State to dednsupply information
solely because it has no domestic interest in sofdrmation.

(5) In no case shall the provisions of paragraphb@yonstrued to permit a
Contracting State to decline to supply informatismiely because the
information is held by a bank, other financial itstion, nominee or
person acting in an agency or a fiduciary capaoitypecause it relates
to ownership interests in a person.".

ARTICLE V

Each Contracting State shall notify to the othexr tompletion of the procedures
required by its domestic law for the entry intoderof this Protocol. This Protocol
shall enter into force on the date of the receipthe later of these notifications and
its provisions shall thereupon have effect in bStates.

This Protocol shall remain into force as long as Agreement remains into force.

In Witness thereof the undersigned, being duly auithed thereto by their
respective Governments, have signed this Protocol.

Done in duplicate in Rome this 13th day of Marcl®20n the English and Italian
languages, all texts being equally authentic.

Tonio Borg Vincenzo Scotti
For the Government For the Government
of Malta of the Italian Republic



