
L.N . IOS of 11)95 

INCOME TAX ACf 
(CAP. 123) 

Double Tuation Ktlid' (Taxes OD Income) 
(Unlttd Kinpom of GlUt BritAin 
and NorthenJ lnIand) Order, 1995 

IN cxcrcise of the powers conferred by section 76 of the 
Income Tax Act, the Minister of Finance has made the following 
order:-

B ." 

I. This order may be cited as the Double Taxation Relief 
(Taxes on Income) (United Kingdom of Great Britain and Northern 
Ireland) Order, 1995. 

Cit.' ..... . 

Z. It is hereby declared:-

(a) that the arrangements specified in the Convention set 
oul in the Schedule to this Order have been made with the 
Government of the United Kingdom of Great Britain and 
Northern Ireland with a view to affording relief from double 
taxation in rclation to the following taxes imposed by the laws 
of the United Kingdom of Great Britain and Northern Ireland: 

(i) the income tax; 

(H) the corporalion lax; and 

(iii) the capital gains tu:; 

(b) that it is expedient that those arrangements shoukl 
have effect ; 

(c) that the Convention has entered into force on tbe 27th 
Man:h . 1995. 

SC HED U LE 

CONVENTION 
BETWEEN MALTA 

Anon",mon" 
10 h .... cffotl . 

AND THE UNITED KINGDOM OF GREAT BRITAIN 
AND NORTHERN IRELAND 

FOR THE AVOIDANCE OF DOUBLE TAXATION 
AND THE PREVENTION OF FISCAL EVASION 

WITH RESPECf TO TAXES ON INCOME 
AND CAPITA L GAINS 

The Government of Malta and the Government of the United Kingdom of 
G reat Britain and Northern Ireland . desiring to conclude a new Convention for 
the avoidance of double taxation and the prevention of fiscal evasion with respect 
to tlUes on income and capital gains. have agreed as follows : 
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CHAPIER I 
SCOPE OF THE CONVElOlON 

ARTICLE I 
PerJQnDl Sco~ 

This Convention shall apply to persons who an: residents of one or both of 
the Contracting States. 

ARTICLE 2 
Taus Covt!ud 

(1) The existin& taxes 10 which this Convention shall apply are: 

(a) in the case oC the Uni ted Kingdom: 

(i) the illCllJOlM. t .. ; 

(H) the corporation lax; aoo 

(Hi) the capilal gains tax; 
(hereinafter referred 10 as "United Kingdom talC) ; 

(b) in the case of Mnha : 

the income lax, 
(hereinafter refelTCd 10 as MMalla lIue). 

(2) This Convention $hIll apply abo 10 any identical or substantially similar 
,axCl which are imp<lICd afte r the date of signature of this Convention in addition 
10, or in place of, the existing laxes. 'The competent authorities of the Contntcting 
Slales shall notify each other of any ~a.nificanl cbanges which have been made in 
thei r re~dive Ulntion la""". 

(3) Notwithstanding the otlter provisions of this Article Ihis Convention shall 
DOl apply 10 tu paid or payable in Malta in accorda"" with the provisions of 
.wbsection (11) of section 31 of the Income Tax Act (Cap. 123) concerning the 
chargeable income of any person engaged in the production of pelroleum produced 
in Malta or any substantially similar provision which is imposed after the date of 
signature of this Convent ion. 

CHAPTER 11 

DEFlNmONS 

ARTICLE 3 

( I) For the purposes of this Convention, unless the context otherwise 
requircs: 

(a) The term ~ United Kingdom~ ~an5 Great Britain and Northern 
Ireland. including any area outside the territorial sea of the United Kingdom 
which in accordance with international law has been or may hereafter be 
designatcd. under the laws of the United Kingdom concerning the Continental 
Shelf. as an 'Iea within w:'ich the rights of the United Kingdom with respect 
to the se. bed and .wb-soil and their natural resources may be uerciscd; 
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(b) the term MMalla H

, when used in I geographical sense, means the 
Island of Malta , the bland of GOU) and the other islands of the Maltese 
archipelago iocJuding tbe terrilOrial waters thereof, and any area outside the 
terri torial sea of Malla which, in accordance with international law, has been 
or may hereafter be designaled, under the law of Malla concerning the 
Continental Shelf, as an area within which the rights of Maila with respect to 
the seabcd and subsoil and their natural resources may be exercised; 

(c) the terms Ma Contracting StatcH and Hlhe other Contracting State" 
mean tbe United Kingdom or Malla as the context requires; 

(d) the term "pcrson" comprises an individual and 

(l) in relation 10 the United Kingdom, also a rompaoy or any other 
body of persons bUl does not include a partnership; 

(il) in relation 10 Malta , also a company and any othe r body of 
pcnons; 

(e) the term "companyM mean! any body corporate or any entity which 
L! treated as a body corporate for tax purposes; 

(0 the terms "enterprise of a Con~racting State" an~ ~en te~rise of the 
other Contract ing State H mean . respectIVely. an enterpnse cam ed on by a 
resident of a Contracting Stale and an enterprise carried on by a resident of 
the other Contracting State ; 

(g) the term " national ft means: 

(i) in relation to the United Kingdom. any British citizen. or any 
British subject not possessing the citizenship of any o ther Commollwealth 
country or territory. provided he has the right of abode in the United 
Kingdom; and allY legal person. partnership. association or other entity 
deriving its status as such from the law in force ill the United Kingdom; 

(H) in rela tion to Maita , any citizen of Malta and any legal person, 
partnership, association or other entity deriving its status as such from the 
law in force in Malta; 

(h) the term "international traffic" means any transport by a ship or 
aircraft operated by an enterprise of a Contracting Stale, except when the ship 
or aircraft is operated solely between places in the other Contracting State ; 

(i) the term "competent authority" means: 

0) in the case of the United Kingdom, the Commissioners of Inland 
Revenue or their autho rised representative ; 

(ii) in the I;ase of Malta, the Minister responsible for finanl;e or his 
authorised representative. 

(2) In the application of this Convention by a Contracting State any term not 
otherwise defined shall. unless the conteKt otherwise requires. have the meaning 
which it has under the laws of that State ronceming the taxes to which this 
Convention applies. 
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ARTICLE 4 

Resjdelll 

<I) For the purposes of this COllve nt ion, the term "resident of a Contracting 
Stale" means any person who, under the laws of that State. is liable to tax therein 
by reason of his domicile, residence, place of management or any other criterion 
of a similar nature. But th is term does not include any person who is liable 10 tax 
in that State in respect only of income or capital gains from sources therein. 

(2) Where by reason of the provisions of paragraph (1) of tbis Article an 
individual is a resident of ooth Contracting States, then his status sha ll be 
determined as follows: 

(a) he shall be deemed to Dc a resident solely of the Contracting State 
in which he has a permanent home avai lable to him; if he has a permanent 
home avai lable to him in both States, he shall be deemed to be a resident 
solely of the ContraCling State with which his personal and economic re lations 
are closer (centre of vital interests); 

(b) if Ihe Contracting State in which he has his centre of vital interests 
cannot be determined, or if he has no permanent home avai lable to him in 
either Contracting Stale, he shall be deemed to be a resident solely of the 
ConlraCling State in which he has an habitual abode; 

(c) if he has an habitual abode in both Contracting States or in neither 
of them, he shall be deemed 10 be a resident solely of the Contracting State 
of which he is a national; 

(d) if he is a national of both Contracting States or of neither of them, 
the competent au thorities of the Contracting States shall settle the question 
by mutual agreement. 

(3) Where by reason of the proviskms of paragraph (1) of this Anicle a 
person other than an individual is a resident of both Contracting States, Ihen it 
shall be deemed to be a resident solely of the Contracting State in which its place 
of effective management is situated. 

ARTICLE 5 

Permonent Establishment 

(I) For the purposes of this Convention the term "permanent establishment~ 
means a ru:ed place of business through which the business of an enterprise is 
wholly or partly carried on. 

(2) The term "permanent eSlab1ishment~ includes especially' 

(a) a place of management ; 
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(b) a branch; 

(0) an offlce; 

(d) a factory; 

(0) a workshop; 

(r) an installation or structure for the exploration of natural resources; 

W I mine, an oil or ._ well, I quany or any otber place of extraction 
of natural resources; 

(h) I building site or construction or assembly project: or supervisory 
activities in connection therewith, where such site, piOject o r adivilY continues 
for more than six months. 

(3) Notwithstanding the preceding provisions of this Article, the term 
"permanent establi5hment M shall be deemed nOI to include: 

<a) the use of facili tie. solely for the ptllpase of sloralc , display o r 
delivery of goods or merchandise belonging 10 the enterprise; 

(b) lhe maintenance of • stock of gooois or mcrdwldisc belonging 10 the: 
enterprise solely for the purpo ... of "Ollllc, display or delivery; 

(c) tbe maintenance of . lIoc:k of coods or merchandise belonging to the 
enterprise solely for the Purp11IC of Proc:l'5!jnl by another enterprise; 

(d) the mainlenaDCe of a filled plao: of business solely for the purpose 
of purchasing goods or merchandise, or of rollecdna informadon , for the 
enterprise; 

(e) the maintemmcc of a fixed place of business solely for the purpose 
of carrying on, for the enterprise , any other activity of a preparatory or 
auxiliary character; 

(f) tbe maintenance of a fixed place of business solely for any 
combination of activities mentioned in sub-paragrlphs (a> to (e) of this 
paragaph , provided thlt the overall activity of the rued place of bwiness 
resultin& from this oombinltion i5 of I preparatory or all.liliary chancter. 

(4) NOIwithstlndingthe provisions of paragraphs (I) and (2) of this Article 
where a person - other than an aaent of an independent status to whom 
paraaraph (5) of this Article applies - is acting on Dchalf of an enterprise and 
has, and habitually exercises, in a Contracting State an authority to conclude 
contracts on Dchalf of the enterprise, that enterprise shall be deemed to have a 
permanent establishment in that State in respect of any activities which that person 
undertakes (or the enterprise:, unless the activities of such person arc limiled to 
those: mentioned in paragraph (3) of this Article which, if exercised through a fixed 
place of business, would nOI make this rued place of business a permanent 
establishment under the provisions of that paragraph . 
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(5) An enterprise of a Contracting Slale shall IIQ\ be deemed 10 ha~ a 
permanent establishment in the other Contracting Slale merely because it carries 
on business in that other State thro ugh a broker , general commission agent or any 
other agent of an independent status. where such persons are acting in the 
ordinary course of their business. However , if the activities of such an agent are 
carried out wholly or almost wholly for the enterprise (or for the enterprise and 
other enterprises which are controlled by it or have a controlling interest in it or 
are subj«1 10 the same rommon control) and the condit ions made or imposed 
between them in their commercial or financial relations differ from those which 
would have been made o r imposed if this had nOl been the case, Ihat agent shall 
not be co nsidered to be an agent of an independent statu5 for the purposes of this 
paragraph. 

(6) The fact that a company which is a resident of a Contracting State 
controls or is controlled by a company which is a resident of the other Contracting 
State, or whieh carries on business in that other State (wbether through a 
permanent establishment or otherwise). shall not of itself constitute either 
company a permanent establishment of the other. 

CHAyl ER III 

TAXA nON OF INCOME 

ARTICLE 6 

Income from ImmovDbJe Proputy 

(I) Income derived by a resident of a Contracting State from immovable 
property (including income from agriculture and foresuy) situated in the other 
Contracting State may be tu-ed in that other State. 

(2) The term Mimmovable properly~ shall have the meaning which it has 
under the law of the Contracting State in which the properly in quest ion is 
situated . The term shall in any case include property accessory to immovable 
properly, livestock and equipment used in agriculture and forestry. rights to whieh 
the provisions of general law respecting immovable or landed properly apply , 
usufruct of immovable properly and rights to variable or fIxed payments as 
consideration for the working of. or the right to work or to uplore for . mineral 
deposits . sources and other natural resources; ships. boats and aircraft shall nOI 
be regarded as immovable property. 

(3) The provisions of paragraph ( I) of this Article shall apply to income 
derived from the direct use. letting. or use in any other form of immovable 
property . 

(4) The provisions o f paragraphs (\ ) and (3) of this Article shall also apply 
10 the income from immovable property of an enterprise and 10 income from 
immovable property used for the performance of independent personal services. 
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ARTlCI E 7 

Burinas Pro[iu 

(1) The profits of an entcl'f'r1se of I Contracting State shall be taxable only 
in that State unless the enterprise carries on businc5.S in the other Contracting Slalt 
through a pennanen! establishment situated therein. If the enterprise eanies on 
business as aforesaid, the profits of the enterprise may be taxed in the other Slale 
but only so much of them as is attributable 10 that permanent establishment . 

(2) Subject to the provisions of paragraph (3) of this Article, where an 
enterprise of a Contracting State carries on business in the other Contractina State 
through a permanent establishment si tuated therein , there shall in each 
Contracting Slate be attributed 10 that permanent establishment the profits which 
it might be expected 10 make if it were a distinct and separate enterprise engaged 
in the same or similar activities under the same or similar conditions and dealing 
wholly independent ly with the enterprise of which it is I permlnent establishment 
or with other enterprises whkh arc oontrolled by the fint-mentioned enterprise or 
have a controlling interest in it or arc subject to the same common control. 

(3) In the determination of the profits of a pennanent establishment, there 
shall be allowed as deductions expenses of the enterprise, being expenses whk h 
arc incurred for the purposes of the pennanent cstablishment (including executive 
and general administrat ive expenses SO incurred) and which would be deductible 
if the pennanent establishment were an independent entity whkh paid those 
expenses, whether incurred in the Contracting State in whkh tbe pennanent 
establishment is situated or elsewhere _ 

(4) No profits shall be attributed to a permanent cstablishment by reason of 
the mere purchase by that permanent establishment of goods or merchandise for 
the enterprise. 

(5) For the puijXlSCS of the preceding paragraphs, the profilS to be attributed 
10 the permanent establishment shall be determined by the same method year by 
year unless there is good and sufficient reason to the contrary. 

(6) The prOvisions of this Article shall not affect the application of the 
provisions of the law of a Contracting State regarding the taxation of profilS from 
the business of insurance. 

(7) Where profits include items of income or capital gains whk h are dealt 
with separately in other Anicles of this Convention. then the provisions of those 
Anicles shall not be afrected by the provisions of this Anicle. 

ARTICLE 8 

Shippillg alld Air TrallSport 

(I) ProfilS derived by a resident of I Contracting State from the operation 
of ships or aircraft in inte rnational nafflc shall be taxable only in tbat State. 
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(2) For the purposes of this Anicle, profits from the operation of ships or 
aircraft in international tramc include: 

(a) income from the rental on a bareboat basis of ships or aircraft ; and 

(b) profits from the use , maintenlU10e or ren tal of conlainen (including 
lnIilen and related equipment for the transpon of containen) used for the 
transport of goods or merchandise; 

where suo::h ren tal or suo::h use , maintenance or rental , as the case may be , is 
incidental to the operation of ships or aircraft in international traffic. 

(3) Where profits within paragraphs ( I) and (2) of this Article are derived 
by a resident of a Contracting State from participation in a pool, a joint business 
or an international operating agency, the profits attributable to that resident shall 
be taxable only in the Contracting State of which he is a resident. 

ARTICLE 9 

Au(Xw/ed Enterprises 

(I) Where 

(a) an enterprise of a Contracting State participates directly or indirectly 
in the management, control or capi tal of an enterprise of the other 
Conu acting State; or 

(b) the same persons participate directly or indirectly in the 
management, control or capi tal of an enterprise of a Contracting State and an 
enterprise of the other Contracting State ; 

and in either case conditions are made or imposed between the two enterprises 
in their commercial o r financial relations which differ from those which would be 
made between independent enterprises, then any profits which would, but for 
those conditions, have accrued to one of the enterprises. but, by reason of those 
conditions, have not SO accrued, may be included by a Collioacting State in the 
profits of that enterprise and taxed accordingly. 

(2) Where a Conuacting State includes in the profits of an enterprise of that 
State, and taxes accordingly, profits on which an enterprise of the other 
Contracting State has been charged to tax in that other State and the profits so 
included are profits which would have accrued 10 that enterprise of the fint­
mentioned State if the conditions made between the two enterprises had been 
those which would have been made between independent enterprises, then that 
other Stale shall make an appropriate adjustment to the amount of the tax charged 
therein on those profits. In determining such adjustment, due regard shall be had 
to the other provisions of this Convent ion and the competent authorities of the 
Contracting States shall if necessary consult each other. 
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ARTICLE 10 

DivUhndt 

(I) Dividends paid by • company which iI • resident of the United Kingdom 
to I resident of Malta may be taxed in Malll. 

(2) An individual who is I resident of Malta .nd who re<:eiva I dividend 
from • company which is • «sident of the United Kingdom. sball subject to the 
provWons of this Article and provided that he is the beneficial owner of that 
dividend, be enlilled: 

<a> 10 a lax credit in respect thereof o f an amount equlllo the lax credi t 
to which an individual resident in the: Uni ted Kingdom would have been 
entitled had he received tha t dividend <in Ihis Article: referred 10 as "the 
resident's tax credit") less IS per cent of the aggregate of the amount or value 
of thal dividend and the amount of the: resident's la~ credi t. and 

(b) to payment of any amount by which the lax credit to which he is 
entitled by virtue of lub-paragraph (a) exceeds his liability to tax in the United 
Kingdom. 

(3) Dividends paid by a company which i$ a rC$KJent of Mal ta 10 a resident 
of the United Kingdom may be taxed in the United Kingdom. Such dividends may 
also be la:led in Malta and according to the laws of Malla . but if the recipient is 
the beneficial owner of the dividcnds the tax so chargcd shall nOI Ul:eed that 
chargeable on the profits out of which the dividends are paKJ. 

(4) The term - dividends- as used in this Aflicle means income from shares. 
or other rights not being debt -c:laims. paflicipating in profilS. as well as income 
from other corporate rights aSl:iimilated to income from shares by the taxation laws 
of the State of which the company making the distribution is a resident and also 
includes any othcr item which. under the laws of the Contrac;ting State of which 
the company paying the dividend is a rcsident. is treated as a dividend o r 
distribution of a company. 

(5) The provisions of paragraph (2) or, as the case may be, (3) of this Article 
shall not apply if the beneficial owner of the dividends. being a resident of a 
Contracting State, carries on business in the other Contracting State of which the 
company paying the dividends is a resident, through a pennanent establishment 
situated therein, or performs in that other State independent personal services 
from a filled base situated therein, and the holding in TC$pccI of which the 
dividends are paid is effectively connected with such permanent establishment or 
fiKed base. In such a case the provisions of Article 7 or Article 14 of this 
Convention. as the case may be, shall apply. 

(6) Where a company which is a resident of a Contracting State derives 
profilS or income from the othcr Contracti!}g State. that other Statc may not 
impose any tu: on the dividends paid by the company, except insofar as such 
dividends are paid to a resident of that other State or insofar as the holding in 
rC$pec;t of which the dividends are paid is cffedivcly connected with a permanent 
establishment Of a fixed base situated in that other State, nor subject the 
company's undistributed profits 10 a tu: on undistributed profits. even if the 
dividends paid or the undistributed profits consist wholly or panJy of profits or 
income arising in that other State. 
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ARTICLE 11 

InIUf!$1 

( I) Interest arisifl8 in 11 Contracting Slate and paid 10 a resident of the other 
Contracting Slale may be taxed in that other State. 

(2) However. such interes t ma~ also be taxed in th c: Contracting Slale in 
which it arises and lIe<:ord ing to the laws of Ihut State. but if the recipient is the 
beneficial owner of the interest and subject 10 lax in resped o f the interest in the 
other Contracting Slale the tu SO , harged shall 001 exceed 10 per cent of the gross 
amount of the: interest . 

(3) The term " interes' " as used in this Article means income from debl­
claims of every kind , whether or not secured by mortgage and whether or not 
carrying a right 10 participate in the debtor's profits, and in particular. income 
from govemmenl securities and income from bonds or debentures. The ICon 
"interest" shall not include any item which is treated as a distribution under the 
provisions of Ankle 10 of this Convention. 

(4) The provisions nf paragraphs (I) and (2) of Ihis Anicle shall nOI apply 
if the beneficial owner of the interesl, being a resident of a Contracting State , 
carries on business in the other Contracting State in which the interest arises, 
through a permanent establishme nt situated therein, or performs in that other 
State independent personal services from a fixed base situated therein, and the 
debt-claim in respec.:l of which the interest is paid is effectively connected with such 
permanent establishment Of fIXed base. In such case the provisions of Ankle 7 or 
Article 14 of th is Convention , as the case may be , shall apply. 

(5) Imcre ~ t shall be dee med to arise ill H Cont racting StHte whe n the payer 
is Ihat State itself. a political subdivision. a local authori ty or a resident of Ihat 
State . Where. however. the person paying the imerest. whether he is a residen t 
of a Contracting State or nol. has in a Cont ract ing Stall': a permanent 
es tablishment or ri.ed base in connection with which the indebtedness on which 
the interest is paid was incurred . and such in terest is borne by such permanent 
establishment or rilled base, then such interest shall be deemed 10 arise in the State 
In which the permanent establishment or fix ed bllse is situated . 

(6) Wbere, by reason of a special relationship between the payer and the 
beneficial owner or between bolh of them and some other person, the amount of 
the interest paid exceeds, for whatever reason. the amount which would have been 
agreed upon by the payer and the beneficial owner in the absence o f such 
relationship. the proviSions of this Article shall apply only to the last·mentioned 
amount of interest. In such case, the excess pan of the payments shall remain 
taxable according 10 Ihe laws of each Contracting State, due regard being had to 
the other provisions of Ihis Convention. 

(7) The provisions of this Article shall 001 apply if it was the main purpose 
or one of the main purposes of any person concerned witl, the creation or 
assignment of the debl-claim in respect of which the interest is paid to take 
advantage of Ihis Article by means of that creation or assignment. 
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(8) Notwitllstanding the provisions of paragraph (2) of this Article, interut 
arising in a Contracting Slale shall be CJ[cmpl from tu in tha, Slale if it is derived 
and beneficially owned by lhe Government of the other Contracting Slale or I 
local authority thereof or any agency Of inslrumenr..lity of that Government or 
local l ulhorily. 

(9) Notwithstanding the provisions of Article 7 of this Convention IInd of 
paragraph (2) of this Art icle, interest arisin!! in a Contracting Slale which is paid 
10 and beneficially owned by a resident of the other Contracting State Shldl be 
exempt from tax in the first ·mentioned Contracting State if it is paid in respect 
of a loan made . guanlnleed or- insured . or any ()Iller dcbt-claim or credit 
guaranteed or insured by an insti tution beneficially owned by the GoYernment of 
the Contract ing Slale o r any agenc;y or instrumentalit)' of Ihat Govemme nl. 

ARTICLE 12 

RoymtieJ 
( I) Royalties anSlng in a Contracting State and paid to a resident of the 

other Contracting State may be taxed in tha t other State. 

(2) However, such royalties may alJl() be taxed in the Contracting State In 

which they arise and according to Ihe la~ of Ihat Slale, but if Ibc recipient is Ihc 
beneficial owner of the royah ies and subject 10 tax in respect of the royalties in 
the State of which he is a residen t , the tax so charged shall not excced \0 per ccnt 
of the gross amount of the royalties. 

(3) 1be term MroyaltiesM in this Article means payments or credits, whether 
periodical or not , and however described or computed , 10 the e:uent to which they 
arc made as consideration for: 

(a) the use of, or the righ t to use. any copyright, patent , design or 
model, plan , secret fonnula or process, trademark or other like property or 
right ; 

(b) the supply of scientific, technical , industrial or commercial 
knowledge or infonnation (know-how) ; 

(c) the supply o f any assistancc in the State of which the payer of the 
royal ties is residcnt that is ancillary and subsidiary to, and is furnished as a 
me~ns o f ~nablin~ the application o r enjoyment o f any such property or right 
as IS menllOfled In sub-par.lgraph (a) . or any such knowledge o r information 
as is mentioned in sub-paragraph (b) ; 

(d) lotal or partial fo rbearance in respect of the use or supply of any 
property or right referred to in this paragraph. 

(4) The provisions of paragraphs (I) and (2) of this Article shall not apply 
if the beneficial owner of the royal ties, being a residen t of a Conlracting State, 
carries on business in the other Cootracting State in which the royal ties arise, 
through a permanent establishment si tWlted therein. Of perfomu in thal other 
Contrxting State independent personal services from a fixed base situated therein, 
and the right o r property in i-espcct of which the royalties are paid il effectively 
connected with such pennanent establishment or fixed base. In such case the 
provisions of Article 7 or Article 14 or this Convention, as the case may be, shall 
apply. 
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(5) Royalties shall be deemed to arise in a Contracting State when the payer 
is that State itself, a political subdivision, a local authority or a resident of that 
Slale. Where, however, the person paying the royalties, whether he is a resident 
of a Contracting State or not, has in a Contracting State a pennanenl 
establishment or fixed base in connection with which the obligation to pay the 
royalties was incurred, and such royalties are borne by such permanent 
establishment or fu:ed base , then such royalties shall be deemed to arise in tbe 
State in which the pennanent establishment or fixed base is situated. 

(6) Where . by reason of a special re lationship between the payer and the 
beneficial owner or between both of them and some other person. the amount of 
the royal ties exceeds. for whatever reason, the amount which would have been 
agreed upon hy the payer and the beneficial owner in the absence of such 
relationship. the provisions of this Article shall apply only to the last-mentioned 
amount. In such case . the excess part of the payments shall remain taxable 
according to the laws of each Contract ing State . due regard being had to the other 
provisions of this Convention. 

(7) The provisions of this Article shall not apply if it was the main purpose 
or one of the main purposes of any person concerned with the creation or 
assignment of the rights in respect of which the royalties are paid to take 
advantage of this Article by means of that creation or assignment. 

ARTlCLE 13 

AlienmiOtr of Properly 

(1) Income or gains derived by a resident of a Contracting State from the 
alienation of immovable property referred to in Article 6 of this Convention and 
situated in the other Contracting Slale may be taxed in thal Olher State . 

(2) Income or gains derived by a resident of a Contracting Stale from the 
alienation of: 

(a) shares. other than shares quoted on an approved Stock Exchange, 
deriving their value or the greater part of their value directly or indirectly 
from immovable property si tuated in the other Contracting State, or 

(b) an imerest in a partnership or trust the assets of whiCh consist 
principally of immovable property situated in the other COntracting State . or 
of shares referred to in sub-paragraph (a) above. 

may be taxed in that otber State. 

(3) Income or gains from the alienation of movable property forming part 
of the business property of a permanent establishment which an enterprise of a 
Contracting State has in the other Contracting State or of movable property 
pertaining to a fixed base available to a resident of a Contracting State in the other 
Contracting State for the purpose of performing independent personal services, 
including such income or gains from the alienation of such a permanent 
establishment (alone or with the whole enterprise) or of such fixed base, may be 
ta:led in that other State. 
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(4) Income or gains derived by a resident of a Contracting Slale from the 
alienat ion of shiflS or aircraft operated ill international traffic by an enterprise of 
<I Contracting State or movable properly pertaining 10 the operation of such ship$ 
or aircraft , shall be ta)(abJe only in that Contracting State. 

(5) Income or gains from the alienation of any propeny other than that 
referred to in paragraphs (1), (2), (3) and (4) of this Article shall be taxable only 
in the Contracting State of which the alienator is a resident provided that such 
income or gains are subject 10 lax in that Contracting State. 

(6) The provisions of paragraph (5) of this Ankle shall not affect the right 
of a Contracting State to lev)' according to its law a tax on income or capital gains 
from the alienation of any property derived by an individual who is a resident of 
the other Contracting State and has been a resident of the first-mentioned 
Contracting State at any time during the five years immediately preceding the 
alienation of the property. 

ARTICLE 14 

Independent Personal &rvius 

(1) Income derived by a resident of a ContractingStale in respect of professional 
services or activities of an independent character shall be taxable only in that State. 
However, such income may be taxed in the other Contracting State in the following 
circumstances: 

(a) ifhe has a fixed base regularly available to him in the other Contracting 
State for the purpose ofperfonning his activities (in which case only so much of the 
income as is altributable to thal fixed base may be taxed in that other Contracting 
State); or 

(b) if his stay in the olher Contracting State is for a period or periods 
amounting to or exceeding in the aggregate 183 days during any calendar year. 

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

ARTICLE 15 

Dependent Personal &rvicts 

(I) Subject to the provisions of Anicles 16, 18, and 19 of this Convention, 
salaries, wages and other similar remuneration derived by a resident of a Contracting 
State in respect of an employment shall be taxable only in that State unless the 
employment is exercised in the other Contracting Slale. If the employment is so 
exercised, such remuneration as is derived Iherefrom may be laxed in that other State. 
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(2) Notwithstanding the provisions of paragraph ( I) of Ihis Article, 
remunenllion derived by a resident of a Contracting State in respect of an employment 
exercised in the other Contracting State shall be taxable only in the first-mentioned 
Slale if: 

(8) the recipient is present in the other Slale for a period or pcrioos not 
exceeding in the aggregate 183 days within any period of twelve months; and 

(b) the remuneration is paid by, or on behalf of, an employer woo is DOt a 
resident of the other Slate: and 

(c) tbe remuneration is not borne by I pcnnanent e5tablishment or a fixed 
base whicll the employer has in the o ther Slale . 

(3) Notwithstanding the preceding provisions of Ihis AMide. remuneration 
derived in respect of an employment exercised aboard a ship, or aircraft operated in 
international traffi c may be taxed in the Contracting Slale of which the enterprise 
operating the ship or aircraft is a resident . 

ARTICLE 16 

Dirulo,s' Fus 

Directors' fees and similar payments derived by a resident of one of the 
Conuacting States in his capacity as a member of the board of directors, or o ther 
comparable body however described, of a company which is a resident of the o ther 
Contracting State may be taxed in that o ther Stale. 

ARTICLE 17 

ArtislCllJfld Sporum~fI 

( I) Notwithstanding the provisions of Art icles 14 and 15 of this Cinvention . 
income derived by a resident of a Contracting State as an entertainer such as a theatre. 
motion picture, radio or television art iste or a musician, or as a sportsman. from his 
personal activi ties as such exercised in the o ther Contracting State. may be taxed in that 
o ther Sta te. 

(2) Where income in respect of personal activi ties exen.:ised by an entertainer or 
a sportsman in his capaci ty as such accrues not to the entertainer or sportsman himself 
but to another person, that income may, notwithstanding the provisions of Articles 7, 
14 and 15 of this Convention, be taxed in the Cont ractingState in which the activities of 
the entertainer or sportsman are exercised . 
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ARTICLE 18 

PCflSioru 

(I) Subject to the provisions of paragraph (2) of Article 19 of th is Convention, 
pensions and other similar remuneratio n paid in consideration of past employment , or 
any annuily paid, to an individual who is a resident of a Contracting Slale shall be 
tax.lIle only in that State. 

(2) The term " pnnuity~ means a Slated sum payable po!riodic3 11 y al Slated times 
during life or during a specified or ascertainable period of lime under an obligation 10 
make the payments in return for adequate: and full consideration in money or money's 
.... "()rth. 

ARTICLE 19 

(I) (a) Remuneration, ocher than I pension, paid by I Contractin& Slale or I 
political subdivision or a local authority thereof, to an individual in respcc1 of 
services rendered to that State or subdivision or authority lhal l be taxable only in 
that State. 

(b) However , such remuneration shall be taxable only in the o ther 
Contracting State if the services are rendered in that State and the individual is a 
resident of that State woo: 

(i) is a national of that State; or 

(ii) did not bcrome a resident of that State solely for the purpose of 
rendering the ser.oices. 

(2) (a) Any pension paid by, or out of funds created by, a Contracting State or 
a polilical subdivision or a local authority thereof 10 an individual in respect of 
services rendered to that State or subdivision or authority shall be tnable only in 
that State. 

(b) However, RICh pension shall be taxable only in the other Contracting 
State if the individual is a resident of, and a national of, that Stale . 

(3) The provi!OOns of Art)des IS, 16 and 18 of th is Convention shall apply to 
remul1Cration and pensions in respect of services rendered in connection with any 
business carried on by a Contract ing State or a political subdivision or a local authori ty 
thereof. 
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ARTICLE 20 

Students and Trflincn 

An individual who is or was a resident of a Connacting Stalt immediatcly before 
making . visit 10 the other Conu.acting Slale and i5 present in the other State: solely: 

(a) as a student al a recognised universi ty. college, school or otner similar 
recognised educat ional institu tion in that other Slate: or 

(b) as a business or technical apprentice: or 

(c) as J recipient of a gran t, allowance or award for the primary purpose of 
study. rCSor:lTch or Irainins from the Government of either Slate or from a 
scientific, educational, religious, or dlaritllblc organisation or under I technical 
assistance programme entered into by the Govc:rnment of either Slate; 

shall be exempt from lax in that o thcr Slate on : 

(i) all rcmittancC5 from abroad for the purposes of his maintenance , 
education , st udy. research or training: and 

(ii) the amount of such grant, allowante or award. 

ARTICLE 21 

Of ht!, In(omt! 

( I) Items of income of a resident of a Contracting State, wherever arising, which 
Ire not dealt with in the foregoing Articles of this Convention, other Ihan income paid 
out of truSh or the estatc:s of deccncd pcrsons in lhe course of administTlltion, and 
which arc subjcctto tax in that State shall be taxllble only in Ihat State . 

(2) The provisions of paragraph (I) of this Art icle shall nOlapply to income, 
other than income from immovable property liS defined in paragraph (2) of Artk le 60f 
this Convention, if the recipient of such income, being a resident of a Contracting Slale, 
carries on business in the other Contractina State th rough a permanent establishment 
5ituated therein, or performs in Ihat other Slate independent pcnonal serviocs from a 
rIXed base situated therein , and the right or propcny in respect of which the income is 
paid is effectively connected with such permanent establishment or rIXed base. In such 
case, the provisions of Article 7 or Article 14 of Ihis Convention, as the case may be, 
shall apply. 

(3) The provisions of this Article shall not apply if it was the main purpose orone 
of the main purposes of any person conside red wi th the crC;lt ion or ass ignment of the 
righh in re:spcct of which the income is paid to take ad"antagc of this Article by means 
of that creat ion or a»ignmenl. 
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ELIMINATI ON OF DOUBLE TAXATION 

ARTICLE 22 

EUmjtlQljon of Double TaXQlio,1 

B 671 

( I) Subject to the provisions of the law of the United Kingdom regarding the 
allowance as a credit against United Kingdom tax of tax payable in a te rritory outside 
the United Kingdom (which shall nOt affect the general principle hereof): 

(a) Malta tax payable under the laws of M~lta ~nd in accordance with this 
Convention, whether directly or by deduction , on profits, income or chargeable gains 
from sources within Malla (excluding in the case of a dividend, lax payable in respecl of 
the profits out of which the dividend is paid) shall be allowed as a credi t against any 
United Kingdom tax computed by refe rence to the same profits, income, or chargeable 
gains by reference to which the Malta tax is computed: 

(b) in the case of a dividend paid by a company which is a resident of Malta to a 
company which is resident of the United Kingdom and which controls directly or 
indirectly at least \0 per ccnt of the vot ing power in the company paying the dividend, 
the credit shall take in to account (in addition to any Malta tax. for which credit mily be 
allowed under the provisions of sub-paragraph (a) of this paragraph) the Malta lax 
payable by the company in respect of the profits out of which such dividend is paid. 

(2) Subjed to the provisions of the law of Malta regarding the allowance as a 
credit against Malta tax of tax payable in a terrilOry OIJ tside Malta, where , in 
accordance with the provisions of this Convention, there is included in a Malta 
assessment profits, income or chargeable gains from sources within the United 
Kingdom, the United Kingdom tax payable, whether directly or by deduction, in 
respect of those sources (excluding in the case of a dividend, tax payable in respect of 
the profits out of which the dividend is paid) shall be allowed as a credit against any 
Malta tu payable in respect of those profits, income or chargeable gains. 

(3) For the purpos.es of paragraphs ( l) and (2) of this Article, profits, income and 
capital gains owned by a resident of a ContractingState which may be tued in the other 
Contracting State in ao::ordance with this Convention shall be deemed to arise in that 
other Contracting Slale. 

(4) Subject to paragraphs (5) and (6) of this Article. for the purposes of 
pHragraph (I) of this Article the term "Malta taK payable" shall be deemcd to includc 
any amount which would have been payable as Malta lax for any year but for a 
deduction allowed in compuling taxable incomc, or an exemption or reduction of tax 
granted fortha t year o r any part thereof. under any of the following provisions of Malta 
law: 

(a) the provisions of: 

(i) section 3 and. where a deduction is allowed in computing taxable 
income by way of investment allowance , section 4 of the Aids to lndusnics 
Ordinance , 1959: 
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(i i) sections 7. 8 and 9 (so far as it provides for exemption from tax on 
dividends paid out of the gains or profits, or pan thereof, of a company which 
arc relieved from income tax under the provisions of section 7). 19,20,23 and 
36 (5) of the Industrial Development Act. 1988: 

so far as the provisions in question were in force on . and have not been modified 
since. the date of signaturc of this Convention. or have been modified only in 
minor respects so as not to affect thei r general character and provided always that 
the competent authority of Mal ta has certified that any such exemption from or 
reduceion of MaIm tax givcn under these sections has been granted in order to 
promote industrial. commercial. scientific, educational o r other development in 
Malta IInd that the gains or profits of the company, or any part thereof. were not 
exempt from Malta tax for the year in question. or part thereof. under the 
provisions of Sections 4 or 5 of the Industrial Development Act, 1988. and the 
competent nuthori ty of the United Kingdom has accepted that such exemption or 
reduction has been granted for such purpose: or 

(b) any other provision which may subsequent ly be enacted allowing a 
deduction in computing taxable income . or granting an exemption or reduction of 
tax. whith is agreed by the competent au thorit ies of the Contracting States to be of 
a substantially simitar character to any of the provisions referred to in sub­
paragraph (a)( i) or (ii ) of this paragraph . so far as it hns not been modified 
thereafter or has been modified only in minor respects so as not to affect its general 
character. and subject alwllys to certification and ncreptance having taken plncr as 
provided for under sub-paragraph (a) of this paragraph . 

(5) Relief from United Kingdom tax by virtue of paragraph (4) of th is Article 
shall be given for a periog of ten years only, beginning with the date on which this 
Convention entered into force. 

(6) The period referred to in paragraph (5) of th is Article may be extended by 
agreement between the Contracting States. 

ARTICLE 23 

Lil11i,Olioll 01 Relitl 

(1) Whe re under any provision of th is Convention any income is relieved from 
tax in a Contracting State and. under the law in force in the other Contracting State a 
perwn. in respect ot that income, is subject to tax by reference to the amount thereof 
which is remitted to or received in that other Contracting Statc and not by referenCe to 
the full amount thereof. then the re lief to be allowed under this Convention in the first­
mentioned Contracting State shall apply only to so much of the income as is taxed in the 
other Contracting Sta te. 

(2) The provisions of this Convention shall nOl apply to persons entit led to any 
special lax ~nefit under: 

(a) A law of either one of the Contracting Sates which has been identified in 
an Exchange of Notes between the Contracting States: or 

(b) Any sUDstantially similar law subsequently enacted. 



ARTICLE 24 

Por,,,trships 

(J) Where, under any provision of th is 
as 8 resident of Mahll . t 

of the United Kingdom to 
on his share of such income 
treated for the purposn of 
sources in Malta. 
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. , 
as income or gains from 

(2) Nothing in Article 10 of Ihis Convention shall entitle 11 panncrship which is a 
resident of Malta to a tu: credit in respect of dividends paid 10 the partnership by a 
company which is a resident " f the United kingdom: but any panne rwho is a resident of 
Malta shall be treated for the purposes of the said Artide 10 and of this pa ragnp~ as 
having been paid a dividend of an amount rorresponding 10 his share of those dividends 
by the company which is. resident of the Uni ted Kingdom. 

CHAPTER V 

SPECIAL PROVISIONS 

ARTICLE 25 

Non·discriminuliOl1 

(I) Nationals of a Contrad ing State ~h :tll not be subjected in the other 
Conu acting State toany laxat ion or any requireOle,1I connected therewith which is 
o the r or more burdensome than the taxation Ind connected requirements towhich 
nationals of that o the r Sta te in the same ci rcumstances are o r may be subjected. 

(2) The taxat ion on a permanent establishment. which an enh: rprise of a 
Contract ing State has in the other Contracting State sha ll nOt be less favourably 
levied in that other State than the taxation levied on e nterprises of that other State 
car!'}ing on the same activities. 

(3) Except where the provisioos of paragraph (I) of Anide 9. paragrlph (6) 
of Article 11. o r paragraph (6) of Articlt 12 of this Convention l!)ply. interest. 
royal ties and other disbul'Kments paid by an enterprise of a Contracting State 10 a 
reside-n t of the other Contracting State shall. for the purpose of determining the 
taxable profi ts of such ente rprise. be deductible under the sam~ condit ions as if 
they haJ been paid to a resident of the firs t-mentioned State. 

(4) Enterprises of a Contrad;ng Sta te, the capital of which is wholly or 
panly owned or controlled , directly or indiredly. by one or more residents of the 
o ther Contrading Slate . shall nOl be subje-ded in the first-mentioned State to any 
taxation o r any requi rement connected the rewith which is Olher or more 
burdensome th lln the tllxatiOn and conne-cted requi rements to which other similar 
enterprises of that fi rst -mentioned State arc or may be subjee-ted. 

(S) Nothing in this Article shall be conmucd as obliging a Contract ing State 
to grant to individuals who arc residcnlS of the other Contracting Slalc any 
pel'$OOal allowances, rC"liefs and reductions for tax purposes on account of civil 
sta tus , family responsibi lities or any other personal ci rcumstances which it gran ts 
to its own residents. 
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(6) The provisions of Ihis Article shall apply 10 Ihe \axes which are Ihe 
subject of th is Convention. 

ARTICLE 26 

M/It"DI Agretm~"1 Proud"rt 

(I) Where a person considen; that Ihe aClions of one or both (If the 
Contracting States resul t o r will result for him in taxat ion not in accordance with 
the provisions of this Convenlion, he may. irrespective of Ihe remedies provided 
by the domeSlie law of Ihose States. presenl his C'd$e 10 the competenl authority of 
the Cont racting State of which he is a residenl or. if hiscase comc:s under paragraph 
(I) of Article 2S of th is Convention to that of Ihe Contracting Sta te of which he is a 
national. 

(2) The COmpetc:nt authorily shall endeavour. if the objection appears 10 il 
to he juslified ,md if it is OOt itsclf able to arrive at a SlIl isfactory stllution . to resolve 
the case by mutual agreement with the competent au tho rity uf Ihe other 
Contracting Stale. with a view to the avoidance of taJIation which is not in 
ar:rordanee with the Convention. 

(3) The competent authorities of the Contracting States shall endeavour to 
resolve by mutual agreement any difficulties or doubls lIrising as to the 
interpretation or appl iea t ion of the Convention . 

(4) The eompelent authorities of the Contracting St"tes may communicate 
with each other di rectly for the purpose of reaching lI n agreement in the sensc of 
[he preceding paragraphs. 

ARTICLE 27 

Exchal1gt of Informolion 

(I) The compelent ;luth\lrities of the Contracting Slales ~ hall exchange ~uch 
informalio n as is necessary for earryingoulthe provisions of this Convenlion orof 
the domeslic laws of the Contract int States concerning tues covered by the 
Cnnvention insofar as thc taxation thereunder is not cont rary to the Conventinn. 
Any information received by a Contracting State shall be trelued as secret in the 
same manner as information obtained under the domestic laws of that State and 
shall he disclosed on1r to pe r~)IIS or aUlhorit ies (including courts lm<J 
adminislf8tive bodies) involved in the assessment or collec!ion o f. the enforcement 
or prosecution in respect of. or the determina tion of appeals in relation 10. Ihe 
t3~C S covered by the Convenlio l1 . Such persons or authori ties shall u...: tire 
information only for such purposes. They may disclose the information in publie 
court proceedings or in judicial decisions. 

(2) In no case shall the provisions of paragraph tl ) of th is Artic le be 
construed so as to impose on a Contracting State the obligation : 

(a) to carry out administrati\'e measures at variance with the laws ,m<J 
administrative practice of thal or er the other Contrllcting State ; 

(b) IU ~upply information which is not ohwin;lhk umkr Ihe J~W) ur in the 
normal course of [he ~dministr~lion of I h~t or uf the other C'lnlmcling State : 
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(c) 10 supply informatlon which would disclose any ~f1lde . b~siness. 
industrial, commercial or professional secret or trade process, or IOformallon, the 
disclosure of which would be contrary to public policy. 

A RT ICLE 2R 

Diplomafic and Coruular Olfida/s 

Nothing in th is Convention shall affect the fiscal privilego of diplomatic agents or 
consular officials under tne general rules of international law or under the provisions of 
special agreemcnts. 

ARTICLE 29 

Entry in/o Force 

( I ) Each o f the Contrac1ing Sta tes shall not ify to the other through the 
diplomatic channellhecompletionofthe procedures required by il$lawfor the bringing 
inlO foTIX of this eonventlon . This Convention shall enler into force on the dale of the 
la ter of these notifications and shall thcreupon have effect: 

(.) in the United Kingdom: 

(i) in respect of income lax and capilal gains lax . for any year of 
assessment beginning on or after 6 April in the calendar year next following 
that in which the Convention enlen into force : 

(il) in respt'C't of wrporatm tax . for any financial year beginnin, on or 
after 1 April in the calendar year next following lhat in whid! the Convention 
enlers inlo force; 

(b) in Malta: 

in respect of income tax, for Bny year of assessment beginning on or after 
the first day of January in the calendar year next fo llowing that in which the 
Convention enters into forre . 

(2) The Arrangement between Her Majesty's Government and the Government 
of Malta for Ihe Avoidance of Double TaKation and the Prevention o f Fiscal Evasion 
with respect 10 Tues on Income as amended by the Agrt'emcnt signed al Vallell ' on 
29th November 1974 (hereinafter referred tll as -the 196 1 ArnlOgement- ) ~ha ll 
terminate and cease to be effect ive from the da te upon which this Convention has effect 
in respeCI of the taxes to which this Convention applies in accordance wi th the 
provisions of paragraph ( I) of I his A nicle . 

(3) Where I ny provision of the 1961 Anangcmcnt would have afforded any 
greater relief from tax than is due under this ConvcntklO , any such provision as 
IfoTC:Said shall continue to have effect: 

(a) in the United Kingdom, for any year of assessment . financial year. or 
~hargeable period : and 

(h) in Malta. for any ycn of a s.'\C~S Olcnt 

beginninK in either case . before the entry into f",rcc of this Convention. 
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A RT ICLE )() 

Terming/ion 

This Convcntion shall rcmain in force untillcrminaled by Ollt' of the Contrat1ing 
SlaIn. EithcrContractingState may terminate the Convcntlon. through the diplomat ic 
channel , by giving notice of termination at least sill months before the e nd of any 
calcndar year. In such event. the Convention shall cease to have effect: 

(b) in the Uni ted Kingdom : 

(i) in respect of income tu and capital gains tall , for any year of 
assessment beginning on or after 6 April in the calendar year next following 
that in which Ihe notice is given: 

(ii) in respect of corporation tu. for any fin ancia l year beginning(ln or 
after I April in the calendar year next following that in which the notice is 
given: 

(a) in Malta: 

in respect of income 18:11 . for any year of assessment beginning on or after the 
first day of January in the calendar year nex t following that in which the notice is 
given . 

In witness whereof the undersigllt'd . being duly authorised thereto by their 
respective Governments. have signed th is Convention. 

DONE al London. this 12 day of May. 1994. in the English language. 

JOSEF BONNICI 

For the Government of Malta 

STEPH EN DO RELL 

For the Government of the 
United Kingdom of Great Britain and 

Northern Ireland 



EXCHANGE OF NOTES 

Your Excellency 
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London 
12th May. 1994 

I have the honour 10 refer to the Convention between the Government of tbe 
United Kingdom of Great Britain and Nonhem Ireland and the Government of Malta 
for the Avoidance of Double Taxation and the Prevention of Fiscal EVa5ion with 
respect 10 Taxes on Income and Capital Gains which has been signed today and 10 
propose on behalf of the Government of the United Kingdom of Great Britain and 
Nortbem Ireland that: 

<a> with ~fe,ence /0 Articks 7 cmd9. il is understood that oolhingconlained 
thtrein shall affcct lhe application of any law of a Conulcling State relating 10 the 
determination of the lax liability of a person, including the determination of such 
liability by the eJlercise of discretion or the making of an estimate by the competent 
authority of that Slale in cases in which, from the information available 10 the 
competent authority of that State, it is 001 possible or practicable 10 ascertain the 
profits to be attributed to a pennanent establishment, provided that that law shall 
be applied , so far as the infonnation available to the competent authority permits, 
consistently witb the principles of the said two Articles; 

(b) with reference to paragroph (9) of Article 11, it is understood thalthe 
relevant institution, agency or instrumentality shall in the case of tbe United 
Kingdom be the Export Credits Guarantee Department and shall in the case of 
Maita be Ihe Export Credit Guarantee Company Ltd ; 

(c) wilh reference to fJOr"8r"ph (6) of Article 22, it is understood that al the 
request of onc competent authority both Contracting States shall enter into 
discussions about extending the period referred to in paragraph (S) at any time so 
that , in the event of an agreement 10 extend that period being reached , there 
should be no discontinuity in the application of the Article; 

(d) with reference to paragraph (2) of Article 21, the provisions of this 
Convention shall nOI apply; 

(i) to persons who are entitled to a special tax benefit under the Malta 
International Business Activities Act 1988 except for those persons who opt 
under Section 41 of the said Act 10 be subject to the nonnal provisions of the 
Income Tax Act (Cap. 123); o r 

( ii) to persons who and to the extent to which under the provisions of 
the Merchant Shipping Act 1973 are not subject to tax on the profi ts derived 
from the operation of ships in inltroalional traffic; or 

(iii) to persons entitled to any special tax benefit in respect of 
distributions by a trust subject to the provisions of the Offshore Trusts Act 
1988 given that a trust as laid down in that Act is not vested with legal 
personality and therefore cannot benefit under the Convention in its own 
right; or 
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(iv) 10 personsenti lJcd toany spedal lax benefit under any substantially 

similar law subsequently enacted and which is agreed by the competent 
authorities of the Contracting States as included within the tenns of paragraph 
(2) of Article 23 of this Convention. 

If the foregoing pioposals are acttptabk to the Government of Malta, I have the 
honour to suggest that the present Note and Your uc:e lleocy', reply 10 Ihat effect shall 
be regarded as constitu ting an agreement between the two Govemmcnu in this matter 
which shall enter into force at the Iilme lime as the enlry inlo force of Ihis Convention. 

' avail myself oflhis opportunity 10 extend to Your Excellency the IIl.5uranceof my 
hi&hest consKIcratkln. 

J .S. BUCK 
tOf the SCClclary of Slale 

for Foreign and Commonwealth Affairs 



Your Excellency 

B 679 

floriana 
12th May. 1994 

I have the honour to acknowledge receipt of Your Excellency's Note of today 
which reads as follows: 

~I have the honour to refer to the Convention between the Government of the 
United Kingdom of Great Britain and No rthern Ireland and the Governmenl of Malta 
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with 
respect to Taxes on Income and Capital Gains which has been signed today and to 
propose on behalf of the Government of the United Kingdom of Great Britain and 
Northern Ireland that: 

(a) wilh reltrel/Ce 10 Article$ 7 a" d 9, it is understood that nothing contained 
therein shall affect the application of any law of a Contracting State relating to the 
determination of the tu: liability of a person , including the detennination of such 
liabili ty by the exercise of discretion or the making of an estimate by the competent 
authority of Ihat State in cases in which, from the infonnation available to Ihe 
competent authority of that State , it is not possible or practicable to ascertain the 
profits to be attribu ted 10 a permanent establishment , provided that that law shall 
be applied , so far as the infonnation available to the competent authority permits, 
consistently with the principles of the said two Articles; 

(b) with re/ert" ct 10 iX'ragraph (9) 01 Article 11, it is understood that the 
relevant institution, agency or instrumentali ty shall in the case of the United 
Kingdom be the Export Credits Guarantee Dep31 tment aDd shall in the case of 
Malta be the Export Credit Guarantee Company Lld; 

(c) wjlh re/ere"u fO parIJgraph (6) 01 Article 22, it is understood that at the 
request of one competent authority both Contracting States shall enter inlo 
discussions about extending the period referred 10 in paragraph (5) at any time so 
that , in the event of an agreement to extend that period being reached, there 
should be no discontinuity in the application of the Artide; 

(d) wilh reltre"u I Q paragraph (2) 01 Artjcle 23, the provisions of Ihis 
Convention shall nOI apply; 

(i) to persons who are entit led to a special tax benefit under the Malta 
In te rnat ional Business Activities Act 1988 except for those persons who opt 
under Section 41 of the said Act to be subject to the normal provisions of the 
Income Tax Act (Cap. 123); or 

(ii) to persons who and to the extent to which under the provisions of 
the Mell:hant Shipping Act 1973 are not subject 10 lax o n the profi ts derived 
from the operation of ships in intemalionaltraffie; or 

(ii i) to persons entitled to any special lax benefit in respect of 
distributions by iI trust subject to the provisions of the Offshore Trusts Act 
1988 given that a trust as laid down in that Act is not vested with legal 
personali ty and therefore cannot benefit under the Convention in its own 
right; or 
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(lv) 10 pt;Moscntitled to any special tall benefit under any substantially 
limilar law subsequently enacted and which is _&reed by tbe corn!",!cnl 
authoritics of the Contracting Sllles as included wi th in the tCITIl5 o f paragraph 
(2) of Artkle 23 of this Convention. 

If the foregoing proposals are acceptable to the Government of Malta, I have the 
IKmour 10 suggest tbalthe present NOIe and Your ElIct lkncy', reply 10 Ihat effect shall 
be rega rded a:s constituting an agreement between the two Governments in Ihis maner, 
which shall enler into force at the same time as the entry into force of Ihis Convention". 

The foregoing propo$als being acceptable to the Government o f Malla , I have the 
honour to confi rm that Your Excellency's Note and this Reply shall be regarded as 
constituting an agreement between the two Governments in the maner which shall 
enter into fora: lithe same lime as the entry in to force of Ihis Convention. 

I avai l myself of lhis opponunily locxlend to Your Excellcncy the assurance of my 
highest considerat ion . 

f5OIdl3c 

VINCENT GALEA 
Commissioner of Inland Revenue 

For thc Government of Malta 
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