
 

 

 

 

Tax Refund Mechanism 
 

Full imputation system 

Any limited liability company which is resident and domiciled in Malta (“MaltaCo”) is subject to Malta corporate income tax 

on its worldwide income at the rate of 35%. 

However Malta has adopted a ‘tax refund system’, meaning that upon the distribution of a dividend by MaltaCo to its 

registered shareholder, the shareholder would be entitled to claim a tax refund from the Maltese tax authorities which would 

be equivalent to either 5/7 (for passive interest and royalty income not derived from a trade or business) or 6/7 (for general 

trading income) of the corporate income tax paid by MaltaCo, resulting in an effective tax rate of either 10% (for passive 

interest and royalty income not derived from a trade or business) or 5% (for trading income), as follows: 

 

Malta Holding Company € 

Dividend received from a participating holding 1,000 

Malta income tax (at 35%) (350) 

Net dividend distributed to the shareholder 650 

  

Shareholder of Malta Holding Company  

Gross dividend received from Malta Holding Company 1,000 

Malta income tax (at 35%) (350) 

Full imputation of Malta Holding Company tax 350 

Net dividend received 650 

6/7 refund of Malta tax 300 

  

Net dividend + tax refund received by the shareholder 950 

Combined overall effective Malta tax paid 50 

Combined overall effective Malta tax rate 5% 

 

The tax refund received by the registered shareholder of MaltaCo could be treated as taxable income at the level of the 
shareholder, therefore there could be an additional tax charge in the country of tax residence of the shareholder. 

To avoid the said tax exposure at the level of the shareholder, it is common to interpose an additional Maltese holding 
company (“MaltaHoldCo”) between the shareholder and MaltaCo. 

MaltaHoldCo would receive the dividend from MaltaCo and it would also receive the tax refund from the Malta tax 
authorities, acting as the dividend feeder. From a Malta perspective, any dividend income derived by MaltaHoldCo from 
MaltaCo would not be subject to any additional tax, whereas the income tax refund itself would not be taxable at the level 
of MaltaHoldCo either. 

The liquid assets at the level of MaltaHoldCo may then be gradually or at once distributed as a dividend to the shareholder 
without any dividend withholding tax, or else re-invested in MaltaCo as a capital contribution or loan. 

A distribution of dividend is the triggering point that gives rise to an entitlement to the shareholder to make a claim for the 
tax refund. Therefore such tax refunds are fully dependent on the ability of the trading company to make a dividend 
distribution. 



 

 
    @vistra 

    WeChat 

vistra.com 

About Vistra 

Here at Vistra, our purpose is progress. As a close ally to our clients, our role is to remove the friction that comes from the 
complexity of global business. We partner with companies and private capital managers along the corporate and private capital 
lifecycle. From HR to tax and from legal entity management to regulatory compliance, we quietly fix the operational and 
administrative frustrations that hamper business growth. With over 9000 experts in more than 50 markets, we can accelerate 
progress, improve processes and reduce risk, wherever your ambition takes you. 

 

Disclaimer 

This document is subject to, and must be read in conjunction with our legal Notice (including Disclaimer) www.vistra.com/notices. 
Copyright @2024 by VistraGroupHoldings SA. All Rights Reserved 
Vistra (Malta) Limited is registered as a limited liability company with company registration number C28629 and licensed by the 
Malta Financial Services Authority. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Get in touch Vistra (Malta) Limited Alistair Schembri Charlotte Brun 

 Q2, Level 7, Quad Central, 
Triq l-Esportaturi, 
Central Business District, 
Birkirkara, CBD 1040, 
Malta 
 
Tel: +356 2258 6400 
Fax: +356 2133 2524 
malta@vistra.com 

Country Managing Director 
 
+356 9909 1873 
alistair.schembri@vistra.com 

Business Developer 
 
+356 2258 6460 
charlotte.brun@vistra.com 

 


