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General principles of taxation

Resident and domiciled in Malta Worldwide basis of taxation
Resident or domiciled in Malta Source and remittance basis of taxation
Non-resident Source basis of taxation

Other considerations

 Who is subject to tax in Malta?

« What income is subject to tax in Malta?

« What expenditure can be deductible for income tax purposes?
 What transactions give rise to capital gains tax in Malta?
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Key definitions
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Types of DLT Assets for Income Tax Purposes

DLT assets that do not have any
characteristics of a security, that
have no connection with any
projects or equity in the issuer and
whose utility value or application
is in no way directly related to the
redemption of goods or services

DLT assets whose utility,

e value or application is
DLT assets exhibiting restricted solely to the

qualities that are acquisition of goods or
similar to equities, services either solely

debentures, units in a within the DLT platform on,

CIS or derivatives or in relation to which they
are issued, or within a

. anfj including limited network of DLT
Financial Instruments platforms

Financial Utility
Tokens Tokens
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Hybrids
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Guidelines on the Income
Tax Treatment of
transactions or
arrangements involving DLT
assets



Value
Determining the value

Value of consideration

Amount of profits

Value of transferred assets

Any other tax-relevant value
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Record keeping and recording
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Obligations to keep
proper records as laid
down in the ITA shall also
apply to transactions
involving DLT assets.
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Payments

Transacting in DLT assets
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Recognition

No change to revenue
recognition moment

Payment in tokens

Payment made by
means of financial/utility
token treated like
payment in kind
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Transactions in Coins

Transactions in
coins
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Identical to tax treatment

of transactions involving
fiat currency

Operation of a Crypto Exchange

» To be afforded same treatment as exchange of FIAT
currency

« Article 4(1)(a) ITA - “income tax shall be payable ...
gains or profits from any trade, business, profession or
vocation ... including the profit arising from the sale by
any person of any property acquired by him for the
purpose of profit-making by sale, or from the carrying
on or carrying out of any profit-making undertaking or
scheme.”

Sale of coins as held as trading stock

» To be treated as ordinary income.

Mining

« Gains or profit on revenue account represent income
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Return on financial tokens

Financial Tokens

Payments equivalent to
dividends, interest,
premiums treated as
income
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Transfers of tokens
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Transfer of capital asset

Transfer of token is not a trading transaction, needs to
be determined if the transaction falls within the scope
of the provisions on capital gains under article 5 ITA.
Financial tokens will be taxable if considered securities.
Utility tokens typically fall outside the scope of tax
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Determining a trading transaction
Badges of Trade

Supplementary Incidence of Nature of the
work transactions goods
Profit seeking Quantity of

motive goods Interval of time
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Badges of trade
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Treatment of Initial Offerings

Initial offering of financial tokens
 Typically involves the raising of capital.

» Proceeds of issue are not to be treated as
income of the issuer

« Issue of new tokens is not treated as a
transfer for the purposes of taxation of
capital gains.
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Initial

Offering

Initial offering of utility tokens

» Entails an obligation of the issuer to
perform a service or supply goods to the
token holder.

» Proceeds are a pre-payment for the
performance of the service or supply of
goods.

» Gains and profits from the provision of
such goods or services will represent
taxable income.
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Cross border transactions
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Cross border

transactions
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Guidelines for the purpose
of the Duty on Documents
and Transfers Act



Determining the value

Other methodology to the
satisfaction of the CfR

Average quoted price on three
reputable exchanges on the
date of the transaction

Rate established by the
relevant authority
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Duty on the transfer of coins/tokens

Transfer of financial tokens

« DLT assets that have the same characteristics
as ‘marketable securities’ shall be subject to

Transfer of utility tokens duty in accordance with the provisions of the

DDTA.
« Outside the scope of Malta stamp duty. ) )
_ « “"Marketable security” shall mean a holding of
transfers. document representing the same.

« Stamp duty to be levied at a rate of 2 euro for
every 100 euro or part thereof of the amount
of the consideration or real value (whichever
is higher) of the marketable security (financial
token).
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Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited ("DTTL"), its global network of member
firms, and their related entities. DTTL (also referred to as "Deloitte Global") and each of its member firms are
legally separate and independent entities. DTTL does not provide services to clients. Please see
www.deloitte.com/about to learn more.

Deloitte Malta refers to a civil partnership, constituted between limited liability companies, and its affiliated
operating entities: Deloitte Services Limited, Deloitte Technology Solutions Limited, Deloitte Digital &
Technology Limited, Deloitte Digital Communications Limited, Deloitte Technology Limited, and Deloitte Audit
Limited. The latter is authorised to provide audit services in Malta in terms of the Accountancy Profession Act.
A list of the corporate partners, as well as the principals authorised to sign reports on behalf of the firm, is
available at www.deloitte.com/mt/about.

Cassar Torregiani & Associates is a firm of advocates warranted to practise law in Malta and is exclusively
authorised to provide legal services in Malta under the Deloitte Legal sub-brand.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax
and related services. Our network of member firms in more than 150 countries and territories serves four out
of five Fortune Global 500® companies. Learn how Deloitte’s approximately 286,000 people make an impact
that matters at www.deloitte.com/mt.

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