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L \' . 61 of 1!J84 

L\'CO~IE TAX AC T, 1948 

(ACT NO. LlV OF 1948) 

D oubll" Taxatiou Rl"lil"f (Tans ou Income) (Un.lted Stat{'l of AmerIca) 
O .. dl"l', 1984 

IN exercise of the POW1!rs conferred by section 68A of the Income 
Tu Act, 1948. the Deputy Prime Mioist« and Minister of Finance and 
CUstoms bas made the following order :-

Citation, I. This order may be cited as the Double Ta~ation Relief (Taxes 
on Income) (United Stales of America) Order. 1984. 

Am."gcme.UI 2. 11 is hereby declared -
1(1 han df",,~ 

(a) that the amtngements specified in the Agreement set in 
the Schedule 10 Ihis order have ~n made with the Government of 
the United States or America with a view to affo rding relief from 
double taxation and preventing fiscal evasion in relation to the 
following taxes imposed by the laws of the Uni ted States of 
America: 

(i) Ihe Federal income taxes imposed by the Internal 
Reven ue Code; 

(ii) the excise tax imposed on insurance premiums 
paid to foreign insurers: 

(iii) the excise taxes with respect to private foulldations; 

{hI that it is expedient that those arrangements should have 

"''''. 
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AGREI!MENT 
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mE REPUBLIC OF MALTA AND THE UNITED STATES OF AMERICA 
WITH RESPEcr TO TAXES ON lNCOME 

The Government of the Republic of Malta and the Qovernmcnt of the United 
States of America desiring to conclude an agreement for the avoidance of double 
tuation and the preventioD of fiscal evasiOD with respect to taxes on income HA VB 
AGREED AS FOLLOWS: 

ARTICLE. I 

PerSJQnal Scope 

(1) Ex~pt as otherwise provided in this Agreement, this Agreement sbaU apply 
to persons who are residents of one or both of the Contracting States. 

(2) This Agreement sball not restrict in any manner any exclusion, exemption. 
deduction. credit. or other allowance now or hereafter accorded: 

(a) by the laws of either Contracting State, or 
(b) by any other agreement between the Contracting States. 

(3) Notwithstanding any provision of this Agreement. except paragraph (4) of this 
Article. a Contracting Stale may tax il5 fd:idents (as determined under Artide 4 
(Fiscal Residence», and by reason of citiunsbip may tax its citizens. as if this Agreo. 
menl bad nOI come into effec\. 

(4) Tbe provisions of paragraph (3) shall not affect: 
la) the benefits oonferred by a Contracting State UDder Articles 24 (Relief 

From Double Taxation>. 25 <Non-Discrimination>. and 26 (Mutual Agreement 
ProocdlUe): and 

(b) the benefits conferred by a Contracting State under Articles 20 (Govern· 
ment Service), 21 (Teachers). 22 (Students and Trainees) and 28 (Diplomatic 
Agents and ConSlllar Officers) upon ind ividuals who are neither citizens of. nor 
have immigraut status in, tha t State. 

ARTICLE. 2 

TtUes CQvered 

(i) This Agreement shall apply to taxes on income imposed on behalf of a Con­
tracting State. 

(2) The existing taxes to which this Agreement shall apply are: 
(a) in the United States: the Federal income taxes imposed by the Internal 

Revenue Code and the excise tax imposed on insurance premiums paid to foreign 
insurers and the excise taxes with I"CSpect to private foundations: 

(h) in Malta: tbe income tax. including prepayments of tax wbether made 
by deduction at SOlUce or otherwise. 
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(3) This Agreement shalll1pply alro to any identical or substantially similar taxes 
which a~ imposed by a Contracting Stale after the dale of signature of Ih is Agrcerrn:nt 
in add ition 10. or in place o f, the existing lUes. The competent authorities of the Con­
tracting States shall notify each other of any significant changes which have been made 
in their respoctiYC lanlion laws and shall notify each other of any omeia] published 
material concerning the application of this Agreement. including e~planations, regula­
liollll. rulings, or judicial dcciiions. 

(4) The United Slates may impose its personal holding company laX and its 
accumulated earnings tax notwithstanding any provision of this Agreement. However, 
a company resident in Malta shall be exempt from the United Stales personal holding 
company lax in Iny taxable year unless 10 per cent or more in value of ilS stock is 
owned directly or indirectly. wi thin the meaning of section 544 of the Internal 
Revenue Code. by one Of more individuals who are residenlJ Of dti~ens of the United 
States. A company resident in Malla shall be e:tempt from the United States accumulat· 
ed earnings ta:t in any taxable year unless a\ least 25 per ceot of tbe voting stock of 
such company is owned by citizellS Of residents of the United States. 

(S) For the purpose of Article 25 (Non·Discrimination). this Aglttment shall also 
apply to taxes of every kind and description imposed by I Contracting State Of a 
political subdivision or local authority thereof, 

ARTICLE 3 

General DefInitions 

(J) For the purpose or this Agreement, unless the context otherwise requires: 
(a) the term "person" includes an individual. a partnership. a company. an 

estate, a trust, and any other body of persons: 
(h) the term "company" means any body coipotate or any entity which" 

treated as a body corporate for tax purposes: 
(c) the terms "enterprise of a Contracting State" Ind "enterprise of the other 

Contracting State" mean respectively an enterprise carried on by a resident of a 
Contracting State and an enterprise carried on by a resident of the other Contract· 
ing State; 

(d) the term "international traffic" means any transport by I ship Of air· 
craft. except where such transport is $Oley between places in the other Contracting 
State; 

(e) the term "national" means: 
(i) in respect of the United States, all individuals possessing the cit izen­

ship of the United States of America and all legal persons, partnenhips and 
associations deriving their status as such from the laws in force in the United 
States: 

(ii) in respect of Malla, any ci tizen of Malta 11 provided for in Chapter 
III of the Constitution of Malta and in the Maltese Citizenship Act. 1965, 
and any legal person. partnership or association deriving its status DJ such 
from the law in fon:e in Malta; 
(f) the term "competent authority" means: 

(i) in the United Stares: the Secretary of the Treasury or his delegate; and 
(iil in,Malta: th~ Minis!~r responsible for finance or his authorised 

reprCSelllallYc: 
(g) (i) the term "United States" means the United States of America. but 

does not include Puerto Rico. tfle Virgin Islands, Guam or any 
other Uniled Stares possession Of tecritory: and 
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Hi} when used in a geographical sense. such tenn also includes (a) the 
territorial sea thereof. to the extent recognized by international law. 
and (bl the sealled and subsoil of the submarine areas adjacent to 
the coast thereof. but beyond the territorial sea. over which the 
United States exercises sovereign rights. in accordance with inter­
national law. with respect to the exploration for. and exploitation 
of, the natural resources of such areas. but only to the extent that 
the person. property or activity to which Ihis Agreement is being 
applied is connecled with such explorat ion or exploitation; 

(h) (i) the term " Malla" means tile Republic of Malta; and 
(ii) when used in a geographical sense. the term "Malta" meaDS the 

Maltese Islands. and includes (a) the territorial sea thereof. to the 
extent recognized by international law. and (b) the seabed and sub­
soil of the submarine areas adjacent to the coast thereof. but beyond 
the territorial sea, over which Malta exercises sovereign rights, in 
accordance with in ternational law. witb respec t to the exploration 
for. and exploitation of. the natural resources of sucb areas. but only 
10 the extent that the person, property or activity to which this 
Agreement is being applied is connected with sucb exploration or 
exploitation; 

(i) the terms "a Contracting State" and "the other Contracting State" mean 
the United States or Malta as the context requires. 

(2) As regards the application of this Agreement by a Contracting State any 
tenn llot defined therein shall, unless the context otherwise requires and subject to the 
provisions of Article 26 (Mutual Agreement Procedure). have the meaning which it 
has under the laws of that State concerning the taxes to which this Agreement applies. 

ARTICLE 4 

Fiscal R esidence 

(I) For the purposes of this Agreemen1. the term "resident of a Contracting 
State" means any person who, under the laws of that State, is liable to tax therein by 
reason of his domicile, residence, citizenship, place of management, place of incorpora­
tion, or any other criterion of a similar nature, bul: 

(a) this term does not include any person who is liable to tax in that State 
in respect only of income from sources in that State; and 

(b) in the case of income derived or paid by a partnership, estate, or trust , 
this term applies only to thc extent that the income derived by such partnership, 
esta te, or trust is subject to tax as the income of a resident of that State, either 
in its hands or in the hands of its partners or beneficiaries. 

(2) Wbere by reason of the provisions of paragraph (]) an individual is a resident 
of both Contracting States, then his or her status shall be determined as follows: 

(a) the individual shall be deemed to be a resident of the State in which 
he or she has a pennanent home available; if such individual has a permanent 
home available in both States, or in neither State, he or she shaH be deemed to 
be a resident of the State witb which his or her personal and economic relations 
are closer (centre of vital interests); 

(b) if the State in which tbe individual's centre of vital interests cannot be 
determined, he or she shall be deemed to be a resident of the State in whicb he 
or she has an habitual abode; 
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(c) if the individual has an habitual abode in both States or in neither of 
them, he or she sha ll be deemed to be a resident of the State of which he or she 
is a IUltional; 

(d) if the individual is a national of both States or of ne ith~r of them, the 
competent authorities of the Contracting States shall settle the question by mutual 
agreement. 

(3) Where by reason of the provisioll.'i of paragraph /I) a company is a resident 
of both Contract ing States, then if it is created or organized under the bws of a Con­
tracting State or a poli tical subdiv ision thereo/', it shall be treated as a rel5ident of that 
State. 

(4) Where by re8!1(Jn of the provisions of paragraph (1) a person otber tban an 
ind ividual or a company is a resident of both Contracting States, the competent 
authorities of the Contracting States, shall by mutual agreement endeavour to settle 
the question and 10 detennine the mode of application of the Agreement to such 
person, 

(s) For the purposes of th is A\?:reement. a n individual who is a national of a 
Contracting State shall also be deemed to be a resident of that State if la) the individual 
is an employee of that State or an instrumentality thereof in the othCT Contracting State 
01' in a third State; and (b) the indiv idual is engap:ed in Ihe performance ot govern­
mental functions for Ihe fi~l-mentioned State; and (c) the ind ividual is subjected in 
tbe first-mentioned State 10 the same obligations in rcsDCCI of ta;o:cs on income as are 
residents of the first-mentioned Slate. The spouse and minor children residing with 
the employee and subject to the requirements of (e) above shall also be deemed to be 
residents of the first·mentioned Stare. 

(6) Where under any provision of this Agreement income arising in onc of the 
Contracting States is relieved from ta;o: in that Contracting State and, under the law 
in force in the other Contracting Stale a person, in respect of the said income, is 
subject to tax by reference to the amount thereof whi~h is remitted to or received in 
that otber Contra~ting State and not by reference to the full amount thereof, then the 
relief to be aUowed under th is Agreement in the first·men tioned Contracting State shan 
apply only to $0 much of the income liS is remitled to or received in the other Con· 
tracting State during the year such income accrues or the following year. 

ARTICLE S 

Permanent Establish~nl 

(I) For the purposes of this Agreement, the term "pennllnent establishment" 
meall.'i a fixed place of busiocss through which the business of an enterprise is wholly 
or partly carried on, 

(2) The term "permanent establishment" shall include especially: 
(a) a place of management: 
Ib) a brancb: 
(c) an office: 
(d ) a factory; 
(e) a workshop: and 

CO a mine, an oi l or gas well. a quarry, or any other place of extract ion of 
natural resources, 

(3) A build ing site or construction or installation project, or an installation or 
drilling rig or ship used for the exploration or development of natura l resou.I'QeS, or 
supervisory activities connected therewith, colI.'ititutcs a pennanent establishment but 
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only if such si te. proje(:\ or activ ity continues for a period or periods aggn:ga ting more 
than liD days in any Iwclv~ month period (including the period of any supervisory 
activity connected therewith), provided that !I permanent establishment slia lJ not exist 
in any ta)loble yeu in which such si le, projec t or activi ty continues ror It period or 
periods aggregating less than 30 days in tha t taxable year. 

(4) Notwithstanding lhe preceding provisions of Ihis Article, the term "permanent 
establ ishmeot" shall be deemed 001 10 include: 

till the use of facilitia solely for the purpose of storage. display, or delivery 
of goods or merchandise belonging 10 the enterprise; 

Ib) the ma intenance of a stock of goods or merchandise belonging 10 the 
enterprise solely for the purpose of storage, d isplay or delivery; 

(c) the maintenance of a stock of goods or men;handise belooging 10 the 
enterprise oole ly for the purpou of proceliSing by another enterprise; 

(d) the main tenance of a fixed place of business solely for the purpose of 
purchasing goods or merchandise. or of colle<:ting infonnation. for the enterprise; 

le) the maintenance of a fiJled place of business solely for the purpose of 
ad~rti5i !lg. for scientific research o r for calT)'ing on. for the enterpri6e. any other 
activi ty ot' a preparatory o r awdhary character. 

\I) the maintenance of a filled place of business solely for any combination 
of the aCliy ities mentioned in subparagmphs la) to le) of th is paragraph. 

is) Notwithstanding the provisions of paragrapb.5 (I ) and (2), wtKlre a peC$OO -
other than an agent of an independent status to whom paragraph (6) applies _ is acting 
on behalf of an enterprise and has, and habitua lly exercises, ID a Con tracting State an 
authori ty to conclude contracts in the name of the en terp:ISC. that enterprise shall be 
deemed to haye a permanent establishment in that State In respeCt of any activities 
whicb tha t person undertakes for the enterprise. unless the activi ties of such person 
are limilCd \0 those mentioned in paragrolph (4) which. if exercised through a fixed 
place of business. would nOI make this fixed place of busine:ss a pcrmaM:nt establish· 
ment under the provi.$ions of !bat paragrapb. 

161 An enterprise shall not be de.."1IIed to haye a pcrmll. M:nt establishment in a 
Contraeting Stale merely bocatI.'iC il carries on business in th.at State Ihrough 11. bro/r;:er. 
general commiliSion agent or any oth ~ r agent of an independent status. provided tha t 
such persons are acting in the ordinary course of their business. 

171 The fact Ihat a company which is a resident of a Contracting Slate controls 
or is controlled by 11. com pany which is a residcnt of the other Conlracting State, or 
whieh carries ou busineliS in that other State (whcther through a pemlanent establish· 
ment or othe rwise) shall not of itselF constitu te ei ther company a permanent establish­
ment of the other. 

A RT ICLE 6 

Itl oome from Immovable Properly (R eal Properly) 

(I ) Income derived by 11 resident of a Contracting Slate from immo~able (reaD 
property situated in the other Contracting State may be taJ:ed in that othel State. 

(21 The term "immovable property" shall have the meaning which it has under 
the taw of the Contracting State in which the property in quest ion is si tuated. The 
term shall iD allY case include property accessory 10 immoyable property, rights to 
which the proyisiOD! of gem:ral law respecting landed property apply. usufruCI of 
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immovable property and rights to variable or fixed payments as oonsideration for the 
working of. or the rigbt 10 work. mineral deposits, JiOurces and other naturnl resources; 
ships, boats and aircraft shall not be regarded as immovable property. 

(3) The provisions of pafllgraph (1) shall apply to income derived from the direc.:1 
use, letting. or use in any other form of immovable properly. 

(4) The provisions of paragraphs (I) and (3) shall also apply to [he income from 
immovable property of an enterprise and to income from immovable property used for 
the performance of independent personal Sl:rvices. 

ARTICLE 7 

Business Profits 

(\) The profits of 110 enterprise of a Contracting State shall be lD..lable only iD 
Ihat State unless the enTerprise carries 00 business io the other Contracting Stale 
through a permaoenl establishment situated therein. If the enterprise carries OD 
business as aforesaid. lbc: profits of the enterprise may be taxed in the other Slate but 
only so much of them as is auribuUlble to that permanent establishment. 

(2) Subject to tne provisions of paragraph 0). where an enterprise of a Contract­
ing State carries on business in the O{her Contracting State through a permanent 
establishment situated there in, there shall in each Conracting State be attributed to 
that permanent establi~hmenl the profits which it might be expected to make if it werc 
a distinct and independent enterprise engaged in the same or similar activities under 
the same or similar conditions. 

(3) In determining the profits of a permanent establishment, there shall be allow­
ed as deductions expenses which li re incurred for the purposes of the permanent estab­
lishment. including a reasonable ullocation of exccutive and general administrative ex· 
penses, whether incurred in the Stlltc in which the permanent establishment is lituated 
or elsewhere. 

(4) No profits shall be at tributed to a permanent establishment by reasoo of the 
mere purchase by that permanent establishment of goods Of merchandise for the enter­
prise. 

(S) For tbe pIi,pose& of the prtteding paragraphs, tbe profits to be attributed to 
lhe 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 shaH nOI affcct the provisions of the law of a 
Contracting Slate regard ing the taution of the business of insurance. 

(7) Where profits include items of income which arc dealt with separately in 
other Articles of this Agreement, then the provisions of those Articles shall nOI be 
affected by the provisions of this Article. 

(8) The term "profits" as used in this Article means income derived from any 
trade or business whether carried on by an individual. company or any other person, 
or group of penlOllS. including the rental of tangible personal (movable) property. 
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ARTICLE 8 

Shipping and A ir Transport 

(I) Profits of an enterprise of a Contrac ting State from the operation In inter­
national traffic of ships or aircnlft shall be laxable only in that Slate. 

(2) For the purposes of this Artic le. profits from the operation in international 
traffic of ships or aircraft include profi U derived from the reDIa l on a full or bareboat 
basis of ships or aircraft if operated in international traffic by the lessee or if such rental 
profi ts are incidenlal to DIner profits describod in paragraph \1). 

(3) Profits of an enterprise of a Contracting Slate from the use. maintenance or 
renta l of containers (including tnlilers. barges and re lated equiprncDt for the transport 
of containers) used fO£ the transport in international traffic of goods or merchandise 
shall be ta~able only in iliat State. 

(4) The provisions of p3.flIgraphs (I) and I)) shan also apply to profits (rom the 
participation in a pool. a joint business or an international operating agency. 

(S) Notwithstanding the othcr provisions of this Article, profits from the opera­
tion of a ship in international traffic and gains from the sale, e ~change or other alienD_ 
tion of such a ship, derived by 11 corporation residcnt in Malta which has more than 
2S per cent of its voting stock owned. dirtet ly or indirtetly. by persons not resident in 
Malta. may be taxed by the United States unless the corporation proves Ihat the pfOo 
fits derived from the operation of such ship are subject to Malta tax wi thout regard 
to any relief therdrom as provided for in section 86 of the Merchant Shipping Act. 
1973, or in any identical or similar provision. 

ARTICLE 9 

(I) Where 

fa) an enterprise of a Contracting State participa tes dirtetly or indirectly iD 
the management. control or capital of an enterprise of the other Contracting State. 

"' fb) the same persons part ic ipate directly or indirectly in the management. 
control or capital of an enterprise of a Contracting State and an enrerprise of the 
other Contracting State, 

and in either case condition, arc made or imposed between the two enterprises in their 
commercial or financial relations which differ from those which would be made bet­
ween independent enterprises. then any profits which would. but for those condi tions. 
have accrued to ODe of the enterpr ises. but. by reason of those conditions, have not so 
accrued, may be included in the profits of tha t enterprise and taxed accordingly. 

(2) Where a Contracting State includes in the profits of an enterprise of that 
State, and taxes aa;:ord ingly, profilS 0 0 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 to the enterprise of the first-mentioned State if the condi­
lions made between the ","'0 entell'rises had been those which would have been made 
between independent enterpriSl"S. then that other State shall make an appropriate 
adjustment to the amount of the tax charged therein on those profits. In detcnniDing 
such adjustment, due regard shall be had to the other provisi0n5 ofthi~ A~ll':emenl 
and the competent authorities of the Contracting States shall if necessary consu lt each 
other. 
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(3) The provisions of paragraph (]) shall not limit any provisions of the law of 
ei ther Contracting Suite which permit the distribution. app(l!'tionment or allocation of 
inoome, deductions. credits. or a llowances between persons owned Of controlled 
directly or indirectly by the same inte rests when necessary in order to prevent evasion 
of taxes or clearly to renect the income of any or such persons. 

ARTICLE 10 

Dividends 

(I ) Dividends paid by a company which is a resident of a Contracting Slate to a 
resident of the other Contracting State may be tued in that o ther State. 

12) However. such dividends may also be taxed in the Contracting State of which 
the company paying Ihe dividends is a resident. and aocording 10 the laws of that Slate. 
but if tbe beneficial owner of the di vidends is a resident of the other Contracting State. 
tbe tax so charged shaH nOI e.tcced: 

(a) in the case of United States: 
(i) 5 per cent of the gross amount of the d ividends if the beneficial 

owner is a company (other than a pannership) which owns. d iro;: tly or in­
directly . al least 10 per cent of the voting !lock of the company paying the 
dividends; 

(iD 15 per cent of the gross amount of the dividends in all other cases: 
(b) in the case of Mal ta: 

Ihal chargeable on the company paying the dividends in the year during 
which distribution is made. 
This paragraph shall not affect the taxation of the company in respect of the 

profits out of which the dividends are paid. 

(3) The term "dividends" as used in this Anicle mean! income from shares or 
other rigbts. not bein~ debt.claims. participating in profits. as well as income from other 
corporate rights which is subjected to the same t a~ation trea tment as income from 
shares by the laws of the State of which the company making the distributioll is a 
resident. 

(4) The provisions of parngraphs (I) and (2) shall not apply if the recipient of the 
dividends, being a resident of a Contracting State. carries on business in the other Con· 
trae ting State. of which the company paying the dividends is a resident. through a 
pennanent establishment si tuated therein. or performs in that other State independent 
personal services from a fi:nd base situated therein. and the bolding in respect of which 
tbe dividends a re paid is effectively connected with such permanent establ ishment or 
fixed base. ID such a case. the provisions of Art icle 7 (Business Profits) or Artiele 14 
(Independent Personal Services). as the case may be, shall apply. 

(5) Where a company il a resident of a Contractin~ State. the other Contraeting 
State may not impose any tax on the d ividends paid by the company. except insofar as 

(11) such dividends are paid to a resident of that other Stale: 
(bl the hold ing in respect of which the dividends are paid is effectively 

oonnectoo with a permanent establ ishment o r a fixed base situated in that other 
State, or 

(c) such d ividends are paid out of profits allributable to one o r more perma­
nent establishments which such company had in that other State, provided that such 
profi ts constituted at least 50 per cent of such company's gross income from all 
sources. 

Where subparagraph (c) applies and subparagraphs (a) and (b) do not apply. 
any such tax shall be subject 10 the limitations of paragraph (2). 
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ARTICLE 11 

{nlut!sl 

(I) Interest arising in a Contracting State which is derived and beneficiaUy owned 
by a resident of the other Contracting State may be talled in that other State. 

(2) However. such interest may be talled in t11e Contracting State in which it 
arises and according to the law of that State. but t11e tall: so charged shall not exceed 
12! per cent of the gross amount of such in terest. 

(3 ) Notwi thstanding paragraphs (1) and (2\. interest beneficially derived by one 
of the Contracting States. or by an instrumentality of that Contracting State not subject 
to 'all by that Contracting State on its income shall be ellempt from tax by the other 
Contracting State. 

(4) The term "intCTd'" as used in this Agreement means income from debt·daims 
of every kind. whether or not secured by IJ1{)rtgage. and whether or not carrying a right 
to panicipate in the debtor's profits. and in panicu!ar. income from Government secu­
rities and income from bonds or debentures. including premiums or prizes attaching to 
such securitiC$. bonds o r debentu res. Penally charges for late payment shall not be 
regarded as interest for the purpose of this Anicle. 

IS) The provisions of paragraph (2) sh~ !I not apply if the beneficial owner of the 
interest. being a resident of a Contracting State. carries on busill(lss in lhe other Con­
tracting State in which lhe interest arises. th rough a permanent estab lishment situated 
therein. or performs in that other State independent perronal serviccs from a fixed ba<oe 
si tuated therein. and the debt-claim in rClipccl of which the interest is pD.id is cHCClively 
connected with such permanent cstablishment or filled base. In such case the provisions 
of Ankle 7 (Business Profits) or Ankle 14 (Independent Personal Services). as the case 
may be. ~haH apply. 

(6) fnteres t shall be deemed to arise in a Contracting Stale when the payer is that 
State itself. a political subdivision. a loc31 iluthority or 11 resident of that Stale. Where. 
however. the person paying the interest. whcther he is 11 resident of a Contracting State 
or IIOt. has in a Contracting Slate a perm:ment Clitablishment o r 11 fixed base in connec­
tion with which the indebtedness ou which t11e interest is paid was incurred. and such 
interest is borne by such permanent eslablishm<:nt or rued base. then such interest shall 
be deemed to arise in the State in which the permanent establishment or rued base is 
situated. 

(7) Wherc. by reason of a special rela tionship between the payer and the benef .. 
cial owner or between both of them and some other person. the amount of the interest. 
having regard to Ihc debt-c!aim for which it is paid, exceeds thc amount which wnuld 
have been agreed upon by the payer and the beneficial owner in the absence of such 
relationship. the provisions of this Anicle shal1 apply o nly to the last-mentioned amouot. 
In such case, the ellccss part of the payments shall remain \uable accord ing to the laws 
of each Contracting State. due regard being had to the other provisions of this Agree­
ment. 

(8) A Contracting State may not impose any tall on interest paid by a. resident of 
Ihe other Contracting State. except insofar as -

(a) such interest arises in. or is paid to a resideDI o f. the first-men tioned 
State. or 

(h) the debl-claim in respect of which the interest is paid is effectively 
connec::tcd with a permanent establishment or a f i~ed base situa ted in the first· 
mentioned State. 
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ARna...E 12 

Royal/in 

(I) Cultural royalties derived and benef1(:ially owned by a resident of a Contract­
ing Stale shall be taxable only in that State. 

(21 Industria l royalties arising in a Contracting Slate which are derived and bene­
ficially owned by a resident of the other Contracting Stale: 

(a) may be tilled by both Contracting States. but 

(h) shall not be taxed in the Contract ing State in which they arise Dt a rate 
in e;o:cess of l2t per cent of the gross amount of such royalties. 

(3) For the purposes of this Art icle: 

(a) cultural royalties are payments of any kind made as consideration for the 
use of. or the righ t to use, copyrigh ts of literary. artistic, or scientific works: 

(b) industrial royalties are p41ymenls of any kind made as consideratwn for. 

(i) the use of. or the right to use cincmato5Zraph fihm or tapes for 
television or broadcasting. patents. designs. modelS:, pbn~. secret processes or 
formulae. trtldemarks. or other like property or rights; and 

(ii) the supply of scientific. technical. industri;!1 or commerci:1l knO\lo·· 
ledge or informalion (know·how) held by the peBOD supplying such know-how 
including the supply of any nsistDnec of an ancillary and subsidiary nature 
supplied tU a means of enablin.s the applicat ion or enjoyment of such know· 
how or any other property or ngllt to which this article applies: aod 

(el eultural royalties and industrial royal ties include jtains derived from the 
sale. exchange. or other alienation of any such property or ri~hts to the extent that 
the amounts reali~ on sueh $lIe. exchange, or other alienation for consideration 
are contingent on the productivity. use. or alienation of such property or rights, 

(4) The provisions of p;1ragrachs m and l2l Cb) shall not apply if the beneficial 
o .... -ner of the royalti~. being a resirlent of a ConlraetiOll; State, earries on busines! in 
the other Contracting State in whk h the royalties arise through a permanent establish­
ment si tuated thereio, or performs in tha t other State independent personal services from 
a ftxed base situated therein and the right or property in respect of which the royalties 
are paid is effectively eonnected with such permanent establishment or fixed base. In 
such caSt the provisions of Art icle 7 (Business Profits) or Article 14 (Independent Per­
sonal Services). as the case may be. shall apply. 

(5) Royalties shall be deemed to arise in a Contractinjt State when the paYCT is 
that State itself. a political subdivision. A local authority or a resident of Ihat State. 
However. where the property or rights for which the royalties are paid are used within 
the United States or Malta, as the case may be. the royalties shall be deemed to arise in 
the State in which the property or rights are used. 

(6) Where. by reason of a special n:lationship between the payer and the benefi­
cial owner or between both of them and some other person. the amount of the royaitie!. 
having regard to the usc. right or information for which they are paid, exceed.'! the 
amount which would have been agreed upon by the plyer and the peDOn deriving the 
royal ties in the absence of such relationship, the provisions of this Article shall apply 
only to the last-mentioned amount. In such case. the e~c:ess part of the payments shall 
remain taxable according to the law of each Contracting State. due regard being had 10 
the other provisions of this Agreement. 
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ARTIa...E 13 

CupiraJ GaillS 

(I) Gains derived by a resident of a Contracting State from the alienation of 
immovable property referred to in Article 6 (Income From Immovable Property (Real 
Property)) and si tuated in the other ContractiDg State as weil as gains [rom the aliena­
tion of shares 01 a company the assets of which consist, directly or indirectly, principally 
of such immovable proper[)' may be taxed in that other State. 

III GaiD!; from the alienation of movable property (orming part 01 the business 
property of a permanent establishment whith an enterprise of a Contracting State has in 
the OIher Contral;ting State or of movable property pertaining 10 a fixed base available 
to a resident of a Contracting State in the Other Conlratting State for the purpose of per­
fomling independent personal services, includmg sud gains [ram the alienation of sucb 
a permanent establ ishment (alone or with the whole enterprise) or of such fixed base, 
may be taxed in that other State. 

(3) Gains derived by an enterprise of a ContIatting State from the alienation of 
ships, ain::raft Of containers opcf1ltcd by such enterprise in international traffic shall be 
taAable only in that Slate. and gains described in Article 12 (Royalties) shall be taxable 
only in actordance with the provisions of Art icle 12. 

(4) Gains from the aliena tion of any properly other than tbat n::ferred to in para­
graphs (I), (2) and (3) , shall be taxable ouly in the Contracting Stale of which the 
alienator is a resident. 

ARTICLE 14 

JndeperuJenl Persorwl Services 

0) Income derived by an individual who is a resident of a Contf1lcting State from 
tbe performance of personal services in an independent I;apadty shall be taAable only 
in that State unless such services are performed in the other Contracting SUite, and 

(a) tbe individual is present in that otber State for a period or periods aggre. 
gating more than 9() da~s in the taxable year concerned, or 

(b) the individual ha..I a fixed base regula rly available to hinl in that other 
State for the purpose of performing his activities, but only 10 much of the iocolOO 
as is attributable to thal fixed base Play be taAed in iucb other State, or 

ic) the remuneration for his services in the other Contracting State is derived 
from residents of that State and c.~ceeds ten thousand United States dollars or the 
C:quivalent during the taxable year. 

(2) The term ··personal services" referred to in this Article includes, especially, 
independent scientific, Jiternry, artistic, educational or teaching activities as well as the 
independent aeti1lities of physicians, lawyers. engineers. an::hitects, den tists and 
accountants. 

ARTICLE 15 

Dependenl Personal ~rviCt!s 

m Subject to the provisions of Articles 17 (Di rt:Ctors' Fees). 19 (Pensions and 
Annuities) and 20 (Government Service). salaries, wages and other simila r remunera­
lion derived by a resident of a Contracting State in respect of an employment shall be 
IlIxahle ooly io that State unless the employment is exe['l;iscd in the other Contracting 
State. If the employment is 10 exercised. such remuneration 11.1 is derived thcrdrom may 
be taxed in tha t otber State. 
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(2) Notwithstanding the provisions of paragraph (1) , remuneration derived by a 
residen t of a Contracting Slale: in respect of an cmployment eJ[crcised in the other Con­
tracting State shall be taxable only in the first-mentioned Stale if: 

(a) the recipient is present in the other Slate for a period or periods not 
exceeding in the: aggregate 183 da~ in the taxable year concerned, and 

(bl the remuneration is paid by. or on behal f of, aD employer who is no t a 
fCSident of the other Slate:, aod 

(c) the remunerat ion is not borne: by a permanent cstablishment or a fixed 
base which the employer has in the other State, 

(3 ) Notwithstanding the pm:eding provisions of Ihis Article, remuneration 
derived in respect of an employment as a member of the regular complement of a ship 
o r aircraft opel1lloo by an enterprise: of a Contracting Slale in internat ional traffic may 
be taxed in tha t Contracting State. 

A RT ICLE 16 

I nvt!Slmt!nI or Holding Compunit!s 

If 25 per cent or more of the capital of a company which is a resident of a 
Contracting State is owned diltttly or indircctly by individuals who arc not residents of 
that State, and if by reason of special measures the tax impos:d by that Sta te on that 
company with respcclto dividends, interest or royalties arising in the other Contracting 
State is substantially less than the tax generally imposed by the fiflit·men tioned State on 
company business profits, then, notwithstanding the provisions of Anieles JO (Divi­
dends), I ] (In terest) , or 12 (Royallies).ihat other State may tax such d ividends, interest 
or royalties. For the purposes of this Art icle, the source of dividends, interest or royal­
ties shaH be determined in accordance with subparagraphs (a). (b) or (c) of paragraph 3 
of Article 24 (Relief from Double Tuation). 

ARTICLE 17 

Dir«lors' Fus 

Notwithstanding Articles 14 (independent Personal Services) and IS (Dependent 
Personal Services), d irectors' fees der ived by a resident of one of the Contracting States 
in his capacity as a member of Ihe board of directors of a company of the othcr Con­
tracting State (bu t not including fixed o r contingent payments derived in his capacity as 
an officer or employee) may, to the ex tent such fees are in eJCces'l of a reasonable fixed 
amount payable to all directors of the company fo r attendance a\ a din:octors' meeting 
in such other Contracting Slate, be taxable in such Olher Contracting Stale, whether or 
not such d irector is physically present in such o ther Contracting Slate in connection 
with his duties as a director. 

ARTICLE 18 

Artisru and Arhleru 

t I) Notwi thstanding the provisions of Articles 14 (Independent Personal Services) 
and 15 (Dependent Personal Services), income derived by a resident of a Contracting 
State a$ an entertainer. :;-uch as a theatre, motion pic ture , radio or television artiste, or a 
musician, or as IIn athlete, from his or her personal activities as such exercised in tbe 
other Contracting Slate. ma~ be talted in tha t other Sta te if:_ 
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(a) the a rl iste or atblete is present in that otiter Contracting State for a period 
or periods aggregating 90 days o r more du rinS the taxable yea r. or 

(bl such income ucecds 500 United Slates dollars or the equivalent for each 
nay of perfo rmance. including rehearsal. or fi ve thousa nd United Stales dollars or 
tile equivalent . in Ihe taxable year. 

(2) Where income in respecl of activities eAerciscd by an entertaine r or an athlele 
in his or her capaci ty as such accrues not to that entertainer or a tlllele but to another 
person. tha t income may. notwi thstanding Ihe provisions of Articles 7 (Business Profits). 
14 (Independent Personal Services). and 15 (Dependent Personal Servicesi. be laxed in 
the Contracting State in which the activi ties of tbe enler1ainer or athlete are n erciscd. 
For IlIe purposes of Ihe preceding sentence. income of an entertainer or athlete shall be 
deemed not to aCCIUC 10 another person if it is established that neither the en tertainer or 
athlete. nor persons rela ted therelo. par1icipa te d irec tly or ind irectly in tbe profitl of 
sucb olher person in any ma nner. includ ing lhe receipt of deferred ft'muncra lion. b0-
nuses, fees. dividends. partnership d iSlribul ions or OIlier d ist ributions. 

ARTICLE 19 

Pensions «1111 Annuiliu 

(J) Subject to tbe provisions of paragraph (2) of Art icle 20 (Government Service). 
pensions /l nd olher simitar remunera tion beneficially deri ved by 11 resident of a Con· 
tmcting State in consideration of past employment shall be taxable only in tha t State. 

12) Annuities beneficially derived by a resident or a Coutrnct ing Slate shall be 
taxable only in that State. T he ICon "annuitie," as usm in this paragrnpll mCllns a stated 
sum paid periodically at stated limes during li fe or during 11 specif ied number of years. 
under an obligation to make tbe payments in return for adequa te a nd full considera tion 
(other than scrvices rende red). 

A RTICLE 20 

11) laf Remunerat ion. otber than a pension. paid by a Contracting State or a 
political !>IIbdivision or a local authority thereof to an individual in respect of 
services Tendered to that State or subdivision or aUlhority shall be laxable only 
in that Sta te. 

(h) HO"'ever, such remunera tion shalt be taltable only in the other Contract· 
ing State if the services are rendeft'd in tha l State and the individua l is a resident 
of that State who: 

Ii) is a national o f tha t State; or 

(ij) did nOI OOcome a res ident of lha t Sta le solely for tbe purpose of 
rendering the services; 

provided that the provisions of clause (jij shall not apply to the spouse or depend· 
ent children of an individual who is receiving ft'munern tion to which the provi· 
sions of subparagraph (a) apply Hnd who does not come within the teons of clause 
(i) or (ii). 

(2) (a) Aoy pension paid by. or out of funds created by. a Contracting State 
or a political subdivision or a local au thority thereof to an individual in respect of 
scrvices rendered 10 that Slate or subdivision or authority sho\l be laxahlc only 
in that State. 
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(h) However. such pension shall be taxable only in the other Contracting 
State if the individual is a resident of. and a national of that State. 

(3) The provisionll of Articles 14 Ondependent Personal Services). 1:5 (Dependent 
Personal Services). 18 (Artistes and Athletes). and 19 (Pensious and Annuities), shall 
apply to remuneration and pensions in respect of services rcndered in connection with 
a business carried on by a Contracting State or a political subdivision or local 
authority thereof. 

ARTICLE 21 

(I) Remuneration which a professor or teacher who is. or immediately before 
was. a resident of a Contracting State and who visits the other Contracting State for 
a period not ex~tding two years for the purpose of carrying out advanced study or 
research or for teaching at a University. college. school or other educational institutioo 
receives for such work shall not be taxed in that other State. provided that .mch 
remuneration is paid to him from sources outside that other State. 

(2) This article shall not lIpply to income from research if such research is under­
taken not in the public interest but primarily for the private benefit of a specirlC perJOIl 
or pc-rsons. 

ARTICLE 22 

Students and Trainees 

(I) Payments which a student, apprentice or business trainee who is or was 
immediately before visiting a Contracting State a resident of the other Contracting State 
and who is presenl in the fml-menlioned Slale for the pUrpo!ie of his or her tull·time 
education or training receives for the purpose of his or ber main tenance, education or 
training shall nol be taxed in that State provided that such payments arise from 
sources outside thal State. 

(2) An individual to whom paragraph (I) ap~lies may elect 10 be treated for 
tax purposes as a resident of the first·menlioned Stale. The election shall apply to aD 
periods during the tauble year of the elect ion and subsequent taxable yean during 
which the individual qualifies under paragraph W. and may not be revoked except 
with the coruent of the competent authority of that Slate. 

ARTICLE 23 

Other l nCOmL! 

(]) Items of income of a resident of a Contracting State. wherever arising. DOl 
dealt with in the foregoing Articles of this Agr~ment shall be taxable only in that 
State. 

(2) The provisions of paragraph (1) shall not apply to income other tban income 
from immovable property as defined in paragraph (2) of Artiele 6 Uncome From 
Immovable Property (Real Property) ). if the person deriving the income. being a resi­
dent of I Contract ing State. carries on business in the other Contracling State through I 
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permanent establishment situated therein, or performs in that other State independent 
personal services from a fixed base situated therein, and the right or property in respect 
of which the income is paid is effectively connected with such permanent establishment 
or fixed base. In such case the provisions of Article 7 (Business Profits), Article 14 
(Independent Personal Services), or Article 18 (Artistes and Athletes) as the case may 
be, shall apply. 

ARTICLE 24 
 

Relief From Double Taxation 
 

(1) In the case of the United States, double taxation shall be avoided as follows:  
In accordance with the provisions and subject to the limitations of the law of the            
United States (as it may be amended from time to time without changing the general 
principle hereof), the United States shall allow to a resident or citizen of the United  
States as a credit against the United States tax on income or capital the appropriate 
amount of tax paid to Malta; and, in the case of a United States company owning at        
least 10 per cent of the voting stock of a company which is a resident of Malta from 
which it receives dividends in any taxable year, the United States shall allow as a            
credit against the United States tax on income the appropriate amount of tax paid to 
Malta by that company with respect to the profits out of which such dividends are            
paid. Such appropriate amount shall be based upon the amount of tax paid to Malta,             
but the credit shall not exceed the limitation (for the purpose of limiting the credit to            
the United States tax on income from sources outside the United States) provided by 
United States law for the taxable year. For purposes of applying the United States            
credit in relation to tax paid to Malta the taxes referred to in paragraphs (2)(b) and            
(3) of Article 2 (Taxes Covered) shall be considered to be income taxes.  
 

(2)    In the case of Malta, double taxation shall be avoided as follows: 
Subject to the provisions of the law of Malta regarding the allowance of a 

credit against Malta tax in respect of foreign tax, where, in accordance with the provi-
sions of this Agreement, there is included in a Malta assessment income from sources 
within United States, the United States tax on such income shall be allowed as a credit 
against the Malta tax payable thereon. Where a company which is a resident of the  
United States pays a dividend to a company resident in Malta owning at least 10 per           
cent of the voting stock in the United States company, the credit shall, in addition, take 
into account the United States tax payable by the United States company in respect            
of the profits out of which the dividend is paid. 
 

(3)   For the purposes of the preceding paragraphs of this Article, the source of 
income or profits shall be determined in accordance with the following rules: 
 

(a) Dividends, as defined in paragraph (3) of Article 10 (Dividends), shall  be 
deemed to arise in a Contracting State if paid by a company which is a resident of 
that State or if paragraph (5) (c) of Article 10 applies. 

(b) Interest, as defined in paragraph (4) of Article 11 (Interest), shall be 
deemed to arise in the State specified in paragraph (6) of Article 11.  

(c) Royalties, as defined in paragraph (3) of Article 12 (Royalties), shall be 
deemed to arise in the State specified in paragraph (5) of Article 12. 

(d) Except for income or profits referred to in subparagraphs (a), (b), or (c), 
and except for income or profits taxed by the United States solely, by reason of 
citizenship in accordance with paragraph (3) of Article 1 (Personal Scope): income 
or profits derived by a resident of a Contracting State which may be taxed in the 
other Contracting State in accordance with this Agreement shall be deemed to  
arise in that other Contracting State. 
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ARTICLE 25 

Non-Discnmi"alio" 

(I) Nationals of a COnlrlle!;n! Stale shall not be subjected in the other State 
to any la;'l"ltion or any requirement oonn~led Itlerewith. which is other or more 
burdensome than the taxation and connected req uirements to which natio nals of that 
other Slate in the same circumstances are or may be subjected. For purposes of the 
preceding sentence, nationals who ore subject to \3)( by a ContrncliT18 Statt on v.1)rld· 
wide income are not in the same circumstances as nat ionab who arc not so subjcC1. 
This provision shall. notwithstanding the provisions of Article I (Personal Scope). also 
apply to persons who are not residents of oDe or both of the Contracting Statu. 

12) The taxation on a pennaneal establishment which an enterprise of a Con· 
tracting Slale has in the other Contracting Slale sh"" not be less favourably levied in 
tbat other Stale than tbe tualion levied on enterprises of that other State carrying OD 
the same activities. This provision shall not be construed as obliging a Contracting 
State to grant to residents of the olher Contracting State any personal allowances. 
reliefs and reductions for taxa tion purposes on account of civi l status or family respon­
sibili ties which it grants to its own residents. 

(3) fueept where the provisions of paragraph m of Artkle 9 (Associated EntCT­
prises). paragraph (S) of Article 11 fTnteresO. or paragraph(4) of Article 12 (Royalties) 
apply. interest. royalties and other disbursements paid by an enltTprisc of a Contract· 
ing Slate 10 a resident of Ihe other Contracting State shall. for the purpose of detennin­
ing the taxable profits of such enterprise. be deduct ible under the SlIme condition as 
if they had been paid to a rcsident of the first-mentioned Sta te. 

Similarly. any debts of an enterprise of a Contracting State. to 11. resident of the 
other Contracting Stale. shall. for the purpose of determining the taxable capital of 
such enterprise. be deductible under the same conditions as if they had been contracted 
to a residen t of the first-menlioned State. 

(41 Enterprise:s of a Contracti", Stale. the capital of which is wholly or partly 
owned or controlled. directly or indirectly. by one or more residents of the other Con­
tracting State. shall not be subiecled ill the first·melltiolled State to any taxation or 
any requi rement connect<"d therewith which is other or more burdensome than the 
taxation alld connected requirements to which other similar enterprises of the f1l"St­
mentioned Slate are or may be subjected. 

(5) The provisions of this Article shaU apply to lIxes of every 'kind and descrip­
tion imposed by a Contracting State or a political subdivision or local authority th~reof. 

ARTICLE 26 

Mulum Agreement Proctdurr 

(I) Where a penon considers that the actions of one or both of the Contracting 
Slates result Of will result for him or fK"r in taxation not in accordance with the provi­
siOll5 of this Aglftment, he or she mav. irrespective ot the remedies provided by the 
domestic law of those States. pTe50lnt his or her case to the oompetent ~ uthority of tbe 
Contracting State of which he or she is a r~sident or national. 

(2) The competent authority shall endeavour if the objection appears to it to be 
justified and if it is nOI itself able to arrive at a sa tisfactOl')' solution. to resolve the 
case by mutual 8!!recment with the competent authority of the other Contracting State. 
with a view to the avoidance of ,a~ation which is not in accordance with the Agree. 
ment. Any agreement reached shall be implemented notwithstanding any time limits 
in the domestic law of the Contracting Slates. 
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(3) The competent authorities of the Contracting States shall endeavour to re-                     
solve by mutual agreement any difficulties or doubts arising as to the interpretation                     
or application of the Agreement. In particular the competent authorities of the Contracting 
States may agree: 

 
(a) to the same attribution of income, deductions, credits, or allowances of                    

an enterprise of a Contracting State to its permanent establishment situated in the                
other Contracting State; 

(b) to the same allocation of income, deductions, credits, or allowances                 
between persons, including a uniform position on the application of the require-                 
ments of paragraph (2) of Article 25 (Non-discrimination); 

(c) to the same characterization of particular items of income: 
(d) to the same application of source rules with respect to particular items                    

of income; 
(e) to a common meaning of a term; and 
(f) to increases in any dollar amounts referred to in the Agreement to reflect 

monetary or economic developments. 
 

They may also consult together for the elimination of double taxation in cases not 
provided for in the Agreement. 

 
(4) The competent authorities of the Contracting States may communicate with              

each other directly for the purpose of reaching an agreement in the sense of the preced-              
ing paragraphs. 

 
(5) The competent authorities of the Contracting States may prescribe regulations to 

carry out the purposes of this Agreement. 
 

ARTICLE 27 
 

Exchange of Information 
 

(1) The competent authorities of the Contracting States shall exchange such 
information as is necessary for carrying out the provisions of this Agreement or of                     
the domestic laws of the Contracting States concerning taxes covered by the Agree-                    
ment insofar as the taxation thereunder is not contrary to the Agreement. The exchange               
of information is not restricted by Article 1 (Personal Scope). Any information received           
by a Contracting State shall he treated as secret in the same manner as information              
obtained under the domestic laws of that State and shall be disclosed only to persons                   
or authorities (including courts and administrative bodies) involved in the assessment                  
or collection of, the enforcement or prosecution in respect of, or the determination of            
appeals in relation to, the taxes covered by the Agreement. Such persons or authorities              
shall use the information only for such purposes. They may disclose the information                  
in public court proceedings or in judicial decisions. 

 
(2) If specially requested by the competent authority of a Contracting State, the 

competent authority of the other Contracting State shall provide information under                    
this Article in the form of authenticated copies of unedited original documents (include-           
ing books, paper, statements, records, accounts or writings), to the same extent such 
documents can be obtained under the laws and administrative practices of such other               
State with respect to its own taxes. 

 
(3) In no case shall the provisions of paragraph m be construed so as to impose                 

on a Contracting State the obligation: 
 

(a) to carry out administrative measures at variance with the laws and 
administrative practice of that or of the other Contracting State; 

 
(b) to supply information which is not obtainable under the laws or in the              

normal course of the administration of that or of the other Contracting State; 
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(c) to supply information which would disclose any trade, business. indust. 
rial. commercial or professional secret or trade process. o r information. the d is­
elosure of which would be COOlTary to public policy (ordre public). 

ARTICLE 28 

Dip/omalic Agen/s and Consular Officers 

Nothing in this Agreement shafl affect the fiscal privileges of diplomatic agents 
or consular officers under the general rules of in temational law or under the provisiom 
of spe.:.:ial agreements. 

ARTICLE 29 

Entry wo Force 

(1) This Agreement shall be subject to ratification in accordance with the appli· 
cable procedures of each Contracting State and inS1 TU"llents of rat ification sh!l11 be 
e)lchanged at Valletta as soon as possible. 

(2 ) The Agreement shall enter into force upon the e)lchange of instruments of 
TlI tification ond its provisions shall have effecl in respec t of inrome or profits arising on 
or after the first day or January of the yea r in which the Agreement enters into force. 

ARTICLE 30 

Terminllllon 

This Agreement shall remain in force unt il tenninDted by one of the Contracting 
States. Either Contracting State may terminate the Agreement at any time after 3 years 
from the date on which this Agreement enters ino force provided th2t a t least 6 months' 
prior notice of termination has been given through diplomatic channels. In such event. 
!be Agreement shall cease 10 have force and effect as respects income or profits arising 
on or after l anuary I nex t following the expiration of the 6-month period. 

DONE at Vallella in duplicate, in the English language, this 21s1 day of March. 
1980. 

(Sgd) R. STlV ALA 

for the Government of the Republic 
of Malta 

(Sgd) JOAN M. CLARK 

for the Go~crnmenl of the United States 
of America 
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EXCHANGE OF LETTERS BETWEEN MALT A AND THE UNITED STATES 
RELATING TO UNDERSTANDING IN REGARD TO CERTAJN PROVISIONS 

OF THE INCOME TAX AGREEMENT 

Sir, 

Valle" .. , Malta 

March 21, 1980 

1 have the honour of commentmg on the Agreement between the United StaleS 
of America and Malta with respect to laxes on income, signed today. The followmg 
undersrandings were reached between the two Governments. 

\1) In the process of negotiating this Agreement, the delegation Crom Malta 
emphasized the necessi ty of incLUdmg In the Agreement adduional proviSIons wrnch witl 
create incentives to promote the flow of investment to Malta. 

The United States delegation is not able to accept such provisions at this time. 
Ho\\·eyer. I wish to assure you that my (}Qvernment realizes the importance your Go­
veroment allaches to the increase of investments in Malta. Sbouid circumstances chaoge, 
including any changes in the manner in which the United StatCS imposes Income tax 
upon the income of United Stutes investmenls in Malta, our Governmcnt would be 
prepared to reopen the discussioos in order to reflect in thIS Agrecment provlsinos which 
woula miwmize the confticts between the United States tax system aud the incentives 
proposed by the Government of Malta 10 foreign investors and which are coosi.stenl 
wltll the income tllll policies of the United Stales, includIDS treaty policlcs, with respect 
10 other developing countries. 

(2) [n tbe case of profits from lbc operation of a ship in international waters to 
which paragraph <SI of Article 8 IShippmg and Air Tr.llu porO of lbe Agreement 
applies, the said profits shall be deemed to conShlute profits 10 which !he provisions of 
Article 7 (Bw;ines.s Profits) shall appty. 

(3) 10 the case of interest referred to in paragraph (2) of Article I J of the Asrec­
mentllod in the case of royalties rderrul to in paragraph (2) of Article 12, Malta will 
bring to cbarge the income in quest ion at the normal Malta rates as pan of !be tota l 
income of the recipient which is liable to Malta tax for the year in question. In comput­
ing!be amount of interest aod royalties. n::spt(;tively subiect to tax as above, Malta will 
allow as a deduction any cJtpcnses proved to have been incurred in the production ot 
the said income. In applying the limitations set out io the two paragraphs, Malta will 
restrict its tax on the income so computed (such \aX to be determined in an amount 
arri,·ed at by multiplying the total tax chargeable by a fraction having the net interest 
or roya lty , respectively, as its numerator and the total income as its deoominator), to 11 

maximum of 12*% of the relative gross interest or royalty, as the case may be. 

If this is in accordance with your understanding. I would appreciate an acknow­
ledgement from you 10 that effect. 

Accept, Sir, the renewed assurances of my highest consideration. 

Mr Robcrt J. Stiva!a 
Secretary 

Ministry of Finance, Customs and 
People's Financial InvC$tmenq 

ValIeU • . 

(Sgd) JOAN M. CLARK, 

American Ambassador 
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Valletta, Malta, 

2 1 Ma~h 1980 
Excellency: 

" Sir. 

I have the honour to refer to your letter of today 's date. which reads as follows: 

I have the honour of commenting on the Agreement between the United SUites 
of America and Mafta with rcspe<:t to taxes on income. signed today. T he follow. 
iog understand ing:> were reached between the two (iQvemments. 

0 ) In the process of negotiating this Agreement. the delegation from Malta 
emphasized the necessity of including in tbe Agreement additional provisions 
which which will create incentives to promote the flow of investment to Malta. 

The United States delega tion is 001 able to accept such provisions at this lime. 
However. I wish to assure you that my (iQvernment realiz.es Ihe importance your 
(iQvemme.nt atlaches to the inCfeiUC of investments in Malta. Should ci~um­

stances change, including any changes in the manner in which tbe Uoited States 
ilJlposes income tax upon the incnme of United States investments in Malta . our 
Government would be prepared to reopen the d iscussions in order 10 reflect in this 
Agreement provisions which would minimize the conflicts between the United 
States tall system and the incentives proposed by the Government of Malta 10 
foreign investors and which are consistent with the income tax policics of the 
United States, including treaty policies. with respecl to other developing countries. 

(2) In the case of profits from the operatioo of a ship in international wa ters 
to which paragraph m of Article 8 (Shipping and Air Transport) of the Agree­
ment applies, !he said profits shall be deemed to coll5ti tute profits to which the 
provisions of Art icle 7 (Business Prorits) sball apply. 

(3) In the case of interest referred to in paragraph (2) of Artic le 11 of the 
Agreement and in the case of royalties referred to in paragraph (2) of Article 12, 
Mal ta will bring to charge the income in question a t the oormal Malta rates as 
part of the total income of the recipient which is liable to Malta tall for the year 
in question. In computing the amount of interest and royalties. respectively subject 
to tax as above, Malta Will llllow as a deduction any expenses proved to have been 
incurred in the production of the said income. 10 applying the limitations set out 
in the two paragraphs. Malta will restrict its tax on the income so computed (such 
tax to be determined in an amount arrived at by mUltiplying the total tax charge­
able by a fraction having the net interest or royalty, respectively. as its numerator 
and the total income as its denominator). to a maximum of 12i% of the relative 
gross interest or royalt ~. as the case may be. 

If this is in accordance with your understanding. I would appreciate an 
acknowledgement from you to that effect. 

Accept. Sir. the renewed assu rances of my highest consideration. 

JOAN M. CLARK 
American Ambassador" 

I han' the honour to confi rm Ihal the contents of your teller a re in accordance with 
my Government's understanding on the matters in question. 

(Sgd) R. STIV ALA. 
Secretary, 
Ministry of F inance, 
Customs and People's 
F inancial Investments 
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RONALD REAGAN 

Presideo t of the Un ited States of America 

TO AL.L TO WHOM THESE PRESENTS SHALL COME. G REET ING: 

CONSIDER ING THAT: 

The Agreement between the United States of A merica and the Republic of Malta 
wi th respect to Taites on Income was signed at Val1ena on March 21. 1980. together 
wi th . related eitcbange of notes; and 

The Seoate of the Uni ted States of Amerka by its resolution of November 18. 1981. 
two-thirds of the Senators present concurr ing therein. gave its adviee and consent to 
ratification of the Agreement. subject 10 the (ollowing: 

(1) amendment 10 paragraph 5 (c l of Article 10 of [he T reaty. so as to read 
as follows: 

"(e) the dividends a rc paid OUI of profi ts anributable to one or morc 
permanent establishment! of such compaoy in Iha t Sta te. provided that the 
gross income of the company attributable to such permanent establ ishment 
consti tuted a t leaSI SO per cent of t~ company'! gross ineome (rom al1 
sources. M . 

i21 understanding that appropriote Congressional committees and the 
General Accounting Office sha lt be a rfo rded access to the information ucbanged 
under this trea ty where such access is necessary to carry oul their oversight respon­
sibi lities. subject ooly to the limitations and procedures of the Internal Revenue 
Code. 

NOW. THEREFORE. I. Ronald Reaga n. President of the United States of 
America, ratiry and confirm the AgreemclU. subject to thc wforesaid amendment and 
understanding. 

TESTIMONY WHEREOF, I have signed th is instrument of ratification and 
caused the Scal of the Uni ted States of Amerk. to be affiJled. 

DONB at the city c:i Washington. this third day of December in the year of Our 
Lord one thousand nine hundred eight ~-Qn e and of the Inde~ndence of the United 
States of America the two hundred. 

By the President: 

ISgdl WALTER J. STOESSEL JR. tSgdl RONALD REAGAN 
Acting 5e<:retary of State 
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REPUBLIC OF MALTA 

RATIFICATION INSTRUMENT 

I. Alex Sceberras Trigona. Minister of Foreign Affairs ot the Republic of Malta. 
declare tbat thc Agreement between Malta and the United States of America wi th 
respec::1 10 Tues on Income signed al Valletta on 21 March 1980 is ratified by the 
Government of the Republic of Malta subject to the following: 

0 ) Amendment to paragraph 5 (c) of Article 10 of the Treaty. so as to read IS 
follows; 

"(c) the dividends are paid out of profits attribu table to one or more perma­
nent elitablishments of such company in that Slate. provided that the gross income 
of the company attributable to such permanent establishment coru;;ti tuted at least 
50 per cent of Ihe company's gross income from al1 sources.". 

(2) Understanding Ihat appropriate Congressional commiuces and the General 
Accounting Office shall be afforded access to the information exchanged under this 
Treaty where such access is necessary to carry out their oversight responsibilities subject 
only 10 the limitations and procedures of the Internal Revenue Code. 

Signed and sealed with the Seal of the Ministry of Foreign Affairs iD VI Uetta, 
Malta this 18th day of May. One Thousand Nine Hundred aDd Eighly-Two. 

(Sgd) A. SCEBERRAS TRIGONA. 
Minister of Foreign Affairs 
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