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B 6909

L.N. 560 of 2010

INCOME TAX ACT
(CAP. 123)

Double Taxation Relief (Taxes on Income)
(United States of America) Order, 2010

IN exercise of the powers conferred by article 7éhe Income
Tax Act, the Minister of Finance, the Economy angestment has
made the following order:-

1. The title of this order is the Double Taxation Ré&ljTaxes citation.
on Income) (United States of America) Order, 2010.

2. ltis hereby declared:- Arrangements to
have effect.

(a) that the arrangements specified in the Conventio
set out in the Schedule have been made with theet) States of
America with a view to affording relief from doubiaxation in
relation to the following taxes imposed by the lawofsthe
United States of America:

- The Federal income taxes imposed by the Internal
Revenue Code (but excluding social security and
unemployment taxes), and the Federal excise taxg®sed
with respect to private foundations;

(b) that it is expedient that those arrangementsilsho
have effect;

(©) that the Convention has entered into force an th
23rd November, 2010.
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SCHEDULE
(Article 2)

CONVENTION BETWEEN
THE GOVERNMENT OF MALTA
AND THE GOVERNMENT OF THE UNITED STATES OF
AMERICA

FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE PREVEN TION
OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME

The Government of Malta and the Government of thetdd States of
America, desiring to conclude a Convention for #veidance of double taxation
and the prevention of fiscal evasion with respediaikes on income, have agreed
as follows:

Article 1
GENERAL SCOPE

1. This Convention shall apply only to persons vahe residents of one or
both of the Contracting States, except as otherprgeided in the Convention.

2. This Convention shall not restrict in any manaay benefit now or
hereafter accorded:

a) by the laws of either Contracting State; or

b) by any other agreement to which the Contractstgtes are
parties.
3. a Notwithstanding the provisions of subparagrafih) of

paragraph 2 of this Article:

i)  for purposes of paragraph 3 of Article XXII (Caritation)
or the General Agreement on Trade in ServicesCibwetracting States
agree that any question arising as to the inteapioet or application of
this Convention and, in particular, whether a teotatneasure is within
the scope of this Convention, shall be determinadlusively in
accordance with the provisions of Article 25 (Mdtuagreement
Procedure) of this Convention; and

i)  the provisions of Article XVII of the General gkeement
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on Trade in Services shall not apply to a taxatimeasure unless the
competent authorities agree that the measure isvitloin the scope of
Article 24 (Non-Discrimination) of this Convention.

b) For the purposes of this paragraph, a "measigea law,
regulation, rule, procedure, decision, administataction, or any similar
provision or action.

4. Except to the extent provided in paragraph &, @onvention shall not
affect the taxation by a Contracting State of #sidents (as determined under
Article 4 (Resident)) and its citizens. Notwithsdlamg the other provisions of this
Convention, a former citizen or former long-ternsident of a Contracting State
may, for the period of ten years following the loss aofck status, be taxed in
accordance with the laws of that Contracting State.

5. The provisions of paragraph 4 shall not affect:

a) the benefits conferred by a Contracting Statdeuparagraph 2
of Article 9 (Associated Enterprises), paragraphy,12, and 5 of Article 17
(Pensions, Social Security, Annuities, Alimony, a@tiild Support), and
Articles 18 (Pension Funds), 23 (Relief from Doublkxation), 24 (Non-
Discrimination), and 25 (Mutual Agreement Procequaad

b) the benefits conferred by a Contracting StatgeurArticles 19
(Government Service), 20 (Students and Traineas), 2/ (Members of
Diplomatic Missions and Consular Posts), upon iitligls who are neither
citizens of, nor have been admitted for permanesitdence in, that State.

6. An item of income, profit or gain derived thrdugn entity that is
fiscally transparent under the Laws of either Cacting State shall be considered
to be derived by a resident of a State to the éxtest the item is treated for
purposes of the taxation law of such ContractiregesSas the income, profit or gain
of a resident.

Article 2
TAXES COVERED

1. This Convention shall apply to taxes on incomgased on behalf of a
Contracting State irrespective of the manner inciwlihey are levied.

2. There shall be regarded as taxes on incomevadistimposed on total
income, or on elements of income, including taxegains from the alienation of

property.
3. The existing taxes to which this Convention sapply are:

a) in the case of Malta: the income tax;
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b) in the case of the United States: the Federebnre taxes
imposed by the Internal Revenue Code (but excludmgal security and
unemployment taxes), and the Federal excise tampesed with respect to
private foundations.

4. This Convention shall apply also to any ideritioa substantially
similar taxes that are imposed after the date ghature of the Convention in
addition to, or in place of, the existing taxes.eT¢tbmpetent authorities of the
Contracting States shall notify each other of ahgnges that have been made in
their respective taxation or other laws that sigaifiitly affect their obligations
under this Convention.

Article 3
GENERAL DEFINITIONS

1. For the purposes of this Convention, unless dbetext otherwise
requires:

a) the term "person” includes an individual, anagsta trust, a
partnership, a company, and any other body of psrso

b) the term "company" means any body corporataryr entity
that is treated as a body corporate for tax pupaseording to the laws of
the state in which it is organized,;

C) the terms "enterprise of a Contracting Stated ‘&@nterprise of
the other Contracting State" mean respectivelyraarprise carried on by a
resident of a Contracting State, and an entergaseed on by a resident of
the other Contracting State; the terms also inchrdenterprise carried on by
a resident of a Contracting State through an etigy is treated as fiscally
transparent in that Contracting State;

d) the term "enterprise" applies to the carryingpbany business;

e) the term "business" includes the performancerofessional
services and of other activities of an independéaracter;

f) the term "international traffic” means any trpod by a ship or
aircraft, except when such transport is solely leetwplaces in a Contracting
State;

Q) the term "competent authority” means:

1) in Malta: the Minister responsible for finance dis
authorized representative; and

i) in the United States: the Secretary of the $teg or his
delegate.
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h) the term "Malta" means the Republic of Malta , anben used in
a geographical sense, means the Island of Makalstand of Gozo and the
other islands of the Maltese archipelago includimg territorial sea thereof
as well as any area of the sea-bed, its subsoilthedsuperjacent water
column adjacent to the territorial sea, where tepublic of Malta exercises
sovereign rights, jurisdiction or control in accande with international law
and its national law, including its legislationathg to the exploration of the
Continental Shelf and exploitation of its naturedources;

i) the term "United States" means the United StafeAmerica,
and includes the states thereof and the Distric€afimbia; such term also
includes the territorial sea thereof and the sed aed subsoil of the
submarine areas adjacent to that territorial se@r, which the United States
exercises sovereign rights in accordance with magonal law; the term,
however, dots not include Puerto Rico, the Virgilahds, Guam or any other
United States possession or territory;

)] the term "national" of a Contracting State means:

i) any individual possessing the nationality oizgtship of
that State; and

i) any legal person, partnership or associationviéey its
status as such from the laws in force in that State

k) the term "pension fund" means any person estaddi in a
Contracting State that is:

i) in the case of pension funds established in tmated
States, generally exempt from income taxation, andhe case of
pension funds established in Malta, a licensed fumgtheme subject to
tax only on income derived from immovable propetiuated in Malta;
and

i) operated principally either:
A) to administer or provide pension or retiremenhédifgs; or

B) to cam income for the benefit of one or morespes
meeting the requirements of subparagraph i) andselaA) of this
subparagraph.

2. As regards the application of the Conventionaaly time by a
Contracting State any term not defined thereinlshaless the context otherwise
requires, or the competent authorities agree tonantcon meaning pursuant to the
provisions of Article 25 (Mutual Agreement Proceelyrhave the meaning which
it has at that time under the law of that Statetfier purposes of the taxes of which
the Convention applies, any meaning under the egple tax laws of that State
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prevailing over a meaning given to the term undbeplaws of that State.

Article 4
RESIDENT

1. For the purposes of this Convention, the terasittent of a Contracting
State" means any person who, under the laws ofStae, is liable to tax therein
by reason of his domicile, residence, citizenspipce of management, place of
incorporation, or any other criterion of a simifeature, and also includes that State
and any political subdivision or local authorityetbof. This term, however, does
not include any person who is liable to tax in tBedte in respect only of income
from sources in that State or of profits attribléaio a permanent establishment in

that State.
2. The term "resident of a Contracting State" idelst
a) a pension fund established in that State; and

b) an organization that is established and maiethin that State
exclusively for religious, charitable, scientificartistic, cultural, or
educational purposes,

notwithstanding that all or part of its income @irgs may be exempt from
tax under the domestic law of that State.

3.  Where, by reason of the provisions of paragraphn individual is a
resident of both Contracting States, then his stahall be determined as follows:

a) he shall be deemed to be a resident only o$tate in which he
has a permanent home available to him; if he h@er@manent home available
to him in both States, he shall be deemed to besi@ent only of the State
with which his personal and economic relations @oser (centre of vital

interests);

b) if the State in which he has his centre of \itérests cannot be
determined, or if he does not have a permanent hewadable to him in
either State, he shall be deemed to be a resisdybbthe State in which be
has an habitual abode;

C) if he has an habitual abode in both States owither of them,
he Shall be deemed to be a resident only of thée Sih which he is a
national;

d) if he is a national of both States or of neitloérthem, the

competent authorities of the Contracting Statedl emaleavour to settle the
guestion by mutual agreement.

4. Where by reason of the provisions of paragrapa ¢ompany is a
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resident of both Contracting States, then if inisorporated under the laws of one
of the Contracting States or a political subdiuistbereof, but not under the laws
of the other Contracting State or a political swiglon thereof, such company
shall be deemed to be a resident of the first-maeti Contracting State. In all
other cases involving dual resident companies,cthrapetent authorities of the
Contracting States shall endeavour to determinentbde of application of the
Convention to such company. If the competent aitiberdo not reach such an
agreement, that company will not be treated assal@at of either Contracting
State for purposes of its claiming any benefitsymted by the Convention.

5. Where by reason of the provisions of paragrdphased 2 of this Article
a person other than an individual or a company rissadent of both Contracting
States, the competent Authorities of the ContrgctBtates shall by mutual
agreement endeavour to determine the mode of apiolic of this Convention to

that person.

Article 5
PERMANENT ESTABLISHMENT

1. For the purposes of this Convention, the termerrffanent
establishment™ means a fixed place of businessugir which the business of an
enterprise is wholly or partly carried on.

2. The term "permanent establishment™ includes@sfly:

a) a place of management;
b) a branch;
C) an office;

d) a factory;
e) a workshop; and

f) a mine, an oil or gas well, a quarry, or any estlplace of
extraction of natural resources.

3. A building site or construction or installatipnoject, or an installation
or drilling rig or ship used for the exploration o&tural resources, constitutes a
permanent establishment only if it lasts, or thplesation activity continues for
more than twelve months.

4. Notwithstanding the preceding provisions of tiigticle, the term
"permanent establishment" shall be deemed notcdlode:

a) the use of facilities solely for the purposestufrage, display or
delivery of goods or merchandise belonging to thiemprise;
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b) the maintenance of a stock of goods or merclsandelonging
to the enterprise solely for the purpose of stordigplay or delivery;

C) the maintenance of a stock of goods or merclsandelonging
to the enterprise solely for the purpose of proogsly another enterprise;

d) the maintenance of a fixed place of businesglgdior the
purpose of purchasing goods or merchandise, oolbéating information,
for the enterprise;

e) the maintenance of a fixed place of businesshsdbr the
purpose of carrying on, for the enterprise, anyep#ctivity of a preparatory
or auxiliary character;

)] the maintenance of a fixed place of busineskelgdior any
combination of the activities mentioned in subpaaptps a) through e),
provided that the overall activity of the fixed péaof business resulting from
this combination is of a preparatory or auxiliahacacter.

5. Notwithstanding the provisions of paragraphsd 2, where a person -
- other than an agent of an independent statushtmmwparagraph 6 applies -- is
acting on behalf of an enterprise and has and tiahitexercises in a Contracting
State an authority to conclude contracts that amnelibg on the enterprise, that
enterprise shall be deemed to have a permanertlisbtaent in that State in
respect of any activities that the person undegdke the enterprise, unless the
activities of such person are limited to those nwer@d in paragraph 4 that, if
exercised through a fixed plan of business, wowtl make this fixed place of
business a permanent establishment under the posisf that paragraph.

6. An enterprise shall not be deemed to have ag®eent establishment in
a Contracting State merely because it carries @inbas in that State through a
broker, general commission agent, or any other tagéman independent status,
provided that such persons are acting in the orgdicaurse of their business as
independent agents.

7. The fact that a company that is a resident@batracting State controls
or is controlled by a company that is a residenthef other Contracting State, or
that carries on business in that other State (vémethrough a permanent
establishment or otherwise), shall not be takem iatcount in determining
whether either company has a permanent establishmémat other State.

Article 6
INCOME FROM REAL (IMMOVABLE) PROPERTY

1. Income derived by a resident of a Contractingtestfrom real
(immovable) property, including income from agricue or forestry, situated in
the other Contracting State may be taxed in tHa¢roBtate.
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2. The term "real (immovable) properly” shall halie meaning which it
has under the law of the Contracting State in whiah property in question is
situated. The term shall in any case include ptyp@cessory to real (immovable)
property (including livestock and equipment usedagriculture and forestry),
rights to which the provisions of general law regpey landed properly apply,
usufruct of real (immovable) property and rightsvariable or fixed payments as
consideration for the working of, or the right tamk, mineral deposits, sources
and other natural resources. Ships and aircrafll sltea be regarded as real
(immovable) properly.

3. The provisions of paragraph 1 shall apply taome derived from the
direct use, letting, or use in any other form ali@gmmovable) property.

4. The provisions of paragraphs 1 and 3 shall algoly to the income
from real (immovable) property of an enterprise.

5. A resident of a Contracting State who is liabdetax in the other
Contracting State on income from real (immovableperty situated in the other
Contracting State may elect for any taxable yeacdmpute the tax on such
income on a net basis as if such income were bssipeofits attributable to a
permanent establishment in such other State. Inetds® of income from real
(immovable) property situated in the United Statsy such election shall be
binding for the taxable year of the election aricsabsequent taxable years unless
the competent authority of the United States agi@ésrminate the election.

Article 7
BUSINESS PROFITS

1. The profits of all enterprise of a Contractingt8 shall be taxable only
in that State unless the enterprise carries ombasiin the other Contracting State
through a permanent establishment situated therd the enterprise carries on
business as aforesaid, the profits of the entexpnay be taxed in the other State
but only so much of them as are attributable to peamanent establishment.

2. Subject to the provisions of paragraph 3, whamneenterprise of a
Contracting State carries on business in the o@umtracting State through a
permanent establishment situated therein, therk ish@ach Contracting State be
attributed to that permanent establishment theitgrdiat it might be expected to
make if it were a distinct and independent entegrengaged in the same or
similar activities under the same or similar coiwhs. For this purpose, the profits
to be attributed to the permanent establishmenti shelude only the profits
derived from the assets used, risks assumed andtiast performed by the
permanent establishment.

3. In determining the profits of a permanent esshiphent, there shall be
allowed as deductions expenses that are incurrethégpurposes of the permanent
establishment, including executive and general adimnative expenses SO
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incurred, whether in the State in which the permamstablishment is situated or
elsewhere.

4. No profits shall be attributed to a permanetaldshment by reason of
the mere purchase by that permanent establishniegdoals or merchandise for
the enterprise.

5. For the purposes of the preceding paragrapbagrifits to he attributed
to the permanent establishment shall be determiyetthe same method year by
year unless there is good and sufficient reasdahdaontrary.

6. Where profits include items of income that aealt with separately in
other Articles of the Convention, then the prows®f those Articles shall not be
affected by the provisions of this Article.

7. In applying this Article, paragraph 6 of Articl&0 (Dividends),
paragraph 5 of Article 11 (Interest), paragraph f4Asticle 12 (Royalties),
paragraph 3 of Article 13 (Gains), and paragrapf Article 21 (other Income),
any income or gain attributable to a permanentbéistament during its existence
is taxable in the Contracting State where such paant establishment is situated
even if the payments are deferred until such peemg@stablishment has ceased to
exist.

Article 8
SHIPPING AND AIR TRANSPORT

1. Profits of an enterprise of a Contracting Stiaten the operation of
ships or aircraft in international traffic shall texable only in that State.

2. For purposes of this Article, profits from th@evation of ships or
aircraft include, but are not limited to:

a) profits from the rental of ships or aircraft anfull (time or
voyage) basis;

b) profits from the rental on a bareboat basishyps or aircraft if
the rental income is incidental to profits from tbperation of ships or
aircraft in international traffic; and

C) profits from the rental on a bareboat basishiyps or aircraft if
such ships or aircraft are operated in internatitnadfic by the lessee.

Profits derived by an enterprise from the inlanansport of property or
passengers within either Contracting State shaltrbated as profits from the
operation of ships or aircraft in internationalffi@if such transport is undertaken
as part of international traffic.



B 6919

3. Profits of an enterprise of a Contracting Stdtem the use,
maintenance, or rental of containers (includingildra, barges, and related
equipment for the transport of containers) shallao@ble only in that Contracting
State, except to the extent that those containexsuaed for transport solely
between places within the other Contracting State.

4. The provisions of paragraphs 1 and 3 shall ajguly to profits from
participation in a pool, a joint business, or afeinational operating agency.

Article 9
ASSOCIATED ENTERPRISES
1. Where:
a) an enterprise of a Contracting State particgpateeclly or

indirectly in the management, control or capitabofenterprise of the other
Contracting State; or

b) the same persons participate directly or indiyean the
management, control, or capital of an enterprisa Gontracling State and
an enterprise of the other Contracting State,

and in either case conditions are made or imposeavden the two
enterprises in their commercial or financial redas that differ from those that
would be made between independent enterprises, dhgnprofits that, but for
those conditions, would have accrued to one ofetfiterprises, but by reason of
those conditions have not so accrued, may be iedud the profits of that
enterprise and taxed accordingly.

2. Where a Contracting State includes in the pafitan enterprise of that
State, and taxes accordingly, profits on which amemprise of the other
Contracting State has been charged to tax in thiagroState, and the other
Contracting State agrees that the profits so iredudre profits that would have
accrued to the enterprise of the first-mentionedteStf the conditions made
between the two enterprises had been those thaddwawve been made between
independent enterprises, then that other Staté rsla&le an appropriate adjustment
to the amount of the tax charged therein on thaséitp. In determining such
adjustment, due regard shall be had to the otr@iigions of this Convention and
the competent authorities of the Contracting States| if necessary consult each
other.

Article 10
DIVIDENDS

1. Dividends paid by a company that is a residéat Gontracting State to
a resident of the other Contracting State may bedan that other State.
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2. However, such dividends may also be taxed inQbmetracting State of

which the company paying the dividends is a redided according to the laws of
that State, but:

a) if the dividends are paid by a company that resadent of the
United States to a resident of Malta who is theelieral owner thereof,
except as otherwise provided in This Conventior, tix charged by the
United States shall not exceed:

1) 5 percent of the gross amount of the dividentshe
beneficial owner is a company that owns directlyeast to percent of
the voting stock of the company paying the dividend

i) 15 percent of the gross amount of the divideimdsll other
cases.

b) if the dividends are paid by a company thatriesadent of Malta
to a resident of the United States who is the bhera¢fowner thereof, the tax
charged by Malta on the gross amount of the diwideshall not exceed that
Malta tax chargeable on the profits out of whicé thvidends are paid.

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

3. Notwithstanding paragraph 2, dividends shall bet taxed in the
Contracting State of which the company paying tiveddnds is a resident if:

a) the beneficial owner of the dividends is a pengund that is a
resident of the other Contracting State; and

b) such dividends are not derived from the carryngf a trade or
business by the pension fund or through an assateiterprise.

4. a) Clause i) of subparagraph a) of paragraphall slot apply in
the case of dividends paid by a U.S. Regulateddtmrent Company (RIC) or a
U.S. Real Estate Investment Trust (REIT). In theecaf dividends paid by a RIC,
clause ii) of subparagraph a) of paragraph 2 amdgpaph 3 shall apply. In the
case of dividends paid by a REIT, clause ii) ofgartagraph a) of paragraph 2 and
paragraph 3 shall apply only if:

i)  the beneficial owner of the dividends is an indual or
pension fund, in either case holding an intereshatf more than 10
percent in the REIT;

i) the dividends are paid with respect to a clakstock that
is publicly traded and the beneficial owner of theidends is a person
holding an interest of not more than 5 percentyf @ass of the REIT's
stock; or
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i) the beneficial owner of the dividends is a g&@m holding
an interest of not more than 10 percent in the R&hd the REIT is
diversified.

b) For purposes of this paragraph, a REIT shallddeersified" if
the value of no single interest in real propertgemds 10 percent of its total
interests in real properly. For the purposes o thie, foreclosure property
shall not be considered an interest in real prgp&vthere a REIT holds an
interest in a partnership, it shall be treatedwasiong directly a proportion of
the partnership's interests in real property cgoading to its interest in the
partnership.

5. For purposes of this Article, the term "dividehaneans income from
shares or other rights, not being debt-claims,i@pgting in profits, as well as
income that is subjected to the same taxationrreat as income from shares
under the laws of the State of which the payernssadent.

6. The provisions of paragraphs 2 through 4 shall apply if the
beneficial owner of the dividends, being a resideind Contracting State, carries
on business in the other Contracting State, of wthe payer is a resident, through
a permanent establishment situated therein, anddlugng in respect of which the
dividends are paid is effectively connected witklspermanent establishment. In
such case the provisions of Article 7 (Businesdiijoshall apply.

7. A Contracting State may not impose any tax ondénds paid by a
resident of the other State, except insofar aslividends are paid to a resident of
the first-mentioned State or the dividends areilattable to a permanent
establishment, nor may it impose tax on a corpondi undistributed profits,
except as provided in paragraph 8, even if thedeéivds paid or the undistributed
profits consist wholly or partly of profits or inoee arising in that State.

8. a) A company that is a resident of one of theeStand that has a
permanent establishment in the other State orighaubject to tax in the other
State on a net basis on its income that may beltaxthe other State under Article
6 (Income from Real (Immovable) Property) or ungaragraph 1 of Article 13
(Gains) may be subject in that other State to artaaddition to the tax allowable
under the other provisions of this Convention.

b) Such tax, however, may be imposed:

i) on only the portion of the business profits lo¢ ttompany
attributable to the permanent establishment and pibtion of the
income referred to in subparagraph a) that is stilbgetax under Article
6 or under paragraph 1 of Article 13 that, in tleses of the United
States, represents the dividend equivalent amoftigtuoh profits or
income and, in the case of Malta, is an amountithahalogous to the
dividend equivalent amount; and
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i) at a rate not in excess of the rate specifiredlause i) of
subparagraph a) of paragraph 2.

Article 11
INTEREST

1. Interest arising in a Contracting State and beialy owned by a
resident of the other Contracting State may bedaxehat other State.

2. Such interest may also be taxed in the Contrgc8tate in which it
arises, and according to the laws of that Staté,tlinel tax so charged shall not
exceed 10 percent of the gross amount of the isitere

3. Notwithstanding the provisions of paragraphsd 2:

a) interest arising in the United States that stiogent interest of
a type that does not qualify as portfolio inter@stier United States law may
be taxed by the United States but, if the bendfmrener of the interest is a
resident of Malta, the interest may be taxed att@ mot exceeding 15 percent
of the gross amount of the interest; and

b) interest that is an excess inclusion with resgeca residual
interest in a real estate mortgage investment dbmaay be taxed by each
State in accordance with its domestic law.

4. The term "interest" as used in this Article meamcome from debt-
claims of every kind, whether or not secured by tgege, and whether or not
carrying a right to participate in the debtor'sffisp and in particular, income from
government securities and income from bonds or miebes, including premiums
or prizes attaching to such securities, bonds tedwires, and all other income
that is subjected to the same taxation treatmemtcasne from money lent by the
taxation law of the Contracting State in which theome arises. Income dealt with
in Article 10 (Dividends) and penalty charges fatel payment shall not be
regarded as interest for the purposes of this Qutiose

5. The provisions of paragraphs 1, 2, and 3 slwlbapply if the beneficial
owner of the interest, being a resident of a Caitng State, carries on business in
the other Contracting State, in which the interasses, through a permanent
establishment situated therein, and the debt-dlairaspect of which the interest is
paid is effectively connected with such permanesal@ishment. In such case the
provisions of Article 7 (Business Profits) shallpap

6. Interest shall be deemed to arise in a Contrgc@tate where the payer
is a resident of that State. Where, however, thieguepaying the interest, whether
the person is a resident of a Contracting Stateotrhas in a Contracting State a
permanent establishment in connection with whiahitidebtedness on which the
interest is paid was incurred, and such interesbdsne by such permanent
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establishment, then such interest shall be deemadsde in the State in which the
permanent establishment is situated.

7. Where, by reason of a special relationship betwtne payer and the
beneficial owner or between both of them and sotheroperson. the amount of
the interest, having regard to the debt-claim fdrich it is paid, exceeds the
amount which would have been agreed upon by therpayd the beneficial owner
in the absence of such relationship, the provismihis Article shall apply only
to the last-mentioned amount. In such case thessxpan of the payments shall
remain taxable according to the laws of each State, regard being had to the
other provisions of this Convention.

8. In the case of the United States, the excesanyf of the amount of
interest allocable to the profits of a companydest in the other Contracting State
that are either attributable to a permanent edaiment in the United States or
subject to tax in the United States under Articleliicome from Real (Immovable)
Property) or paragraph 1 of Article 13 (Gains) ovke interest paid by that
permanent establishment or trade or business ibtited States s hall be deemed
to arise in the United States and be beneficiallywed by a resident of the other
Contracting State. The tax imposed under this Agtan such interest shall not
exceed the rate specified in paragraph 2.

Article 12
ROYALTIES

1. Royalties arising in a Contracting State andeffierally owned by a
resident of the other Contracting State may bedanehat other State.

2. Such royalties may also be taxed in the Contrgc®tate in which they
arise, and according to the laws of that State,tbeattax so charged shall not
exceed 10 percent of the gross amount of the riegalt

3. For purposes of this Article, the term "royadtieneans:

a) payments of any kind received as a considerdtiothe use of,
or the right to use, any copyright of literary,istit, scientific or other work
(including cinematographic films), any patent, gadhrk, design or model,
plan, secret formula or process, or for informatmncerning industrial,
commercial or scientific experience; and

b) gain derived from the alienation of any propedgscribed in
subparagraph a), to the extent that such gain istirgent on the
productivity, use, or disposition of the property.

4. The provisions of paragraphs 1 and 2 shall pplyaif the beneficial
owner of the royalties, being a resident of a Cagting State, carries on business
in the other Contracting State through a permaestablishment situated therein
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and the right or property in respect of which tbgalties are paid is effectively
connected with such permanent establishment. I f&se the provisions of
Article 7 (Business Profits) shall apply.

5. Royalties shall be deemed to arise in a Conbtg@&tate when they are
in consideration for the use of, or the right toe,uproperty, information or
experience in that State.

6. Where, by reason of a special relationship betwine payer and the
beneficial owner or between both of them and sotheroperson, the amount of
the royalties, having regard to the use, rightjndormation for which they are
paid, exceeds the amount which would have beeredgrgon by the payer and the
beneficial owner in the absence of such relatignstie provisions of this Article
shall apply only to the last-mentioned amount. Unhscase the excess part of the
payments shall remain taxable according to the laiveach Contracting State, due
regard being had to the other provisions of thevgation.

Article 13
GAINS

1. Gains derived by a resident of a ContractingeStaat are attributable to
the alienation of real (immovable) property situbie the other Contracting State
may be taxed in that other State.

2. For the-purposes of this Article the term "r@ahmovable) property
situated in the other Contracting State" shalludel.

a) real (immovable) property referred to in Artiél€income from
Real (Immovable) Property);

b) where that other State is the United Statesniéed States real
property interest; and

C) where that other State is Malta,

i)  shares, including rights to acquire shares, inoanpany
resident in Malta whose assets consist wholly ongppally of real
(immovable) property referred to in subparagraplofathis paragraph
situated in Malta; and

i) an interest in a partnership or trust to theéeex that the
assets of the partnership or trust consist of (eamovable) property
situated in Malta, or of shares referred to in skau) of this sub-
paragraph.

3. Gains from the alienation of movable propertynfmg part of the
business property of a permanent establishmentthanterprise of a Contracting
State has in the other Contracting State, includingh gains from the alienation of
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such a permanent establishment (alone or with th@eventerprise), may be taxed
in that other State.

4. Gains derived by an enterprise of a Contractitgte from the
alienation of ships or aircraft operated or useéhternational traffic or personal
property pertaining to the operation or use of sstups or aircraft shall be taxable
only in that State.

5. Gains derived by an enterprise of a ContractBtgte from the
alienation of containers (including trailers, bazgend related equipment for the
transport of containers) used for the transporga@dds or merchandise shall be
taxable only in that State, unless those contaiaeesused for transport solely
between places within the other Contracting State.

6. Gains from the alienation of any property otten property referred to
in paragraphs 1 through 5 and other than gain thestrin subparagraph b) of
paragraph 3 of Article 12 (Royalties) shall be tareonly in the Contracting State
of which the alienator is a resident.

Article 14
INCOME FROM EMPLOYMENT

1. Subject to the provisions of Articles 15 (Diret Fees), 17 (Pensions,
Social Security, Annuities, Alimony, and Child Swpf) and 19 (Government
Service), salaries, wages, and other similar remaiio® derived by a resident of a
Contracting State in respect of an employment dbmltaxable only in that State
unless the employment is exercised in the othert@oting State. If the
employment is so exercised, such remuneration aerived therefrom may be
taxed in that other State.

2. Notwithstanding the provisions of paragraphelpuneration derived by
a resident of a Contracting State in respect ;draployment exercised in the other
Contracting State shall be taxable only in thefingntioned State if:

a) the recipient is present in the other Stateafperiod or periods
not exceeding in the aggregate 183 days in anyvewvehonth period
commencing or ending in the taxable year concerned,;

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

C) the remuneration is not borne by a permanerdb&shment
which the employer has in the other State.

3. Notwithstanding the preceding provisions of tAisicle, remuneration
described in paragraph 1 that is derived by a esgidf a Contracting State in
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respect of an employment as a member of the regwlaplement of a ship or
aircraft operated in international traffic shall tagable only in that State.

Article 15
DIRECTORS'’ FEES

Directors' fees and other compensation derived tesi@ent of a Contracting
State for services rendered in the other Contrgc8tate in his capacity as a
member of the board of directors of a company thad resident of the other
Contracting State may be taxed in that other Catitrg State.

Article 16
ENTERTAINERS AND SPORTSMEN

1. Income derived by a resident of a Contractingtesas an entertainer,
such as a theatre, motion picture, radio, or telewiartiste, or a musician, or as a
sportsman, from his personal activities as suchiogs@d in the other Contracting
State, which income would be exempt from tax int tbéher Contracting State
under the provisions of Articles 7 (Business Ps)fiand 14 (Income from
Employment) may be taxed in that other State, exedyere the amount of the
gross receipts derived by such entertainer or spwm, including expenses
reimbursed to him or borne on his behalf, from saclivities does not exceed
twenty thousand United States dollars ($20,000)soequivalent in Euros for the
taxable year of the payment.

2.  Where income in respect of activities exercibgdan entertainer or a
sportsman in his capacity as such accrues not doetitertainer or sportsman
himself but to another person, that income, notstéghding the provisions of
Article 7 (Business Profits) or 14 (Income from Hoyment), may be taxed in the
Contracting State in which the activities of theteztainer or sportsman are
exercised unless the contract pursuant to which ghesonal activities are
performed allows that other person to designatdarttividual who is to perform
the personal activities.

Article 17
PENSIONS, SOCIAL SECURITY, ANNUITIES, ALIMONY, AND
CHILD SUPPORT

1. a) Pensions and other similar remuneration beiadlfi owned by
a resident of a Contracting State shall be taxablg in that State.

b) Notwithstanding subparagraph a), the amount @y auch
pension or remuneration arising in a ContractingteSthat, when received,
would be exempt from taxation in that State if teneficial owner were a
resident thereof shall be exempt from taxationha Contracting State of
which the beneficial owner is a resident.
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2. Notwithstanding the provisions of paragraph daympents made by a
Contracting State under provisions of the sociausé or similar legislation of
that State to a resident of the other ContractitageSor to a citizen of the United
States shall be taxable only in the first-mentioS¢ate.

3.  Annuities derived and beneficially owned by adividual resident of a
Contracting State shall be taxable only in thatéStahe term "annuities" as used
in this paragraph means a stated sum paid peritdiaastated times during a
specified number of years, or for life, under afigdiion to make the payments in
return for adequate and full consideration (othantservices rendered).

4. Alimony paid by a resident of a Contracting 8tad a resident of the
other Contracting State shall be taxable only iattbther State. The term
"alimony" as used in this paragraph means peripdignents made pursuant to a
written separation agreement or a decree of divoseparate maintenance, or
compulsory support, which payments are taxabl@ea¢cipient under the laws of
the State of which he is a resident.

5. Periodic payments, not dealt with in paragrapifiod the support of a
child made pursuant to a written separation agre¢roe a decree of divorce,
separate maintenance, or compulsory support, pamal fiesident of a Contracting
State to a resident of the other Contracting Stdtall be exempt from tax in both
Contracting States.

Article 18
PENSION FUNDS

Where an individual who is a resident of one of 8tates is a member or
beneficiary of, or participant in, a pension fuhdttis a resident of the other State,
income earned by the pension fund may be taxedcasne of that individual only
when, and, subject to the provisions of paragraphArticle 17 (Pensions, Social
Security, Annuities, Alimony, and Child Supporp,the extent that, it is paid to, or
for the benefit of, that individual from the pensitund (and not transferred to
another pension fund in that other State).

Article 19
GOVERNMENT SERVICE

1. Notwithstanding the provisions of Articles 14ngbme from
Employment), 15 (Directors’ Fees), 16 (Entertainar&l Sportsmen) and 20
(Students and Trainees):

a) Salaries, wages and other remuneration, otler ghpension,
paid to an individual in respect of services reedeio a Contracting State or
a political subdivision or local authority thereshall, subject to the
provisions of subparagraph b), be taxable onhhat State;
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b) such remuneration, however, shall be taxablg onkthe other
Contracting State if the services are renderetian State and the individual
is a resident of that State who:

i) is a national of that State; or

i) did not become a resident of that State sol&y the
purpose of rendering the services.

2. Notwithstanding the provisions of paragraph JAdicle 17 (Pensions,
Social Security, Annuities, Alimony, and Child Supp):

a) any pension and other similar remuneration fgidor out of
funds created by, a Contracting State or a politstdodivision or a local
authority thereof to an individual in respect ofsees rendered to that State
or subdivision or authority (other than a paymentmhich paragraph 2 of
Article 17 applies) shall, subject to the provisoof subparagraph b), be
taxable only in that State;

b) such pension, however, shall be taxable onlytha other
Contracting State if the individual is a residefit and a national of, that
State.

3. The provisions of Articles 14 (Income from Empgieent), 15
(Directors' Fees), 16 (Entertainers and Sportsmem) 17 (Pensions, Social
Security, Annuities, Alimony, and Child Support)atlhapply to salaries, wages
and other remuneration, and to pensions, in respéctervices rendered in
connection with a business carried on by a ContrgcState or a political
subdivision or a local authority thereof.

Article 20

STUDENTS AND TRAINEES

1. Payments, other than compensation for persamaices, received by a
student or business trainee who is, or was immelgiabefore visiting a
Contracting State, a resident of the other Contrgc$tate, and who is present in
the first-mentioned State for the purpose of hiktime education or for his full-
time training, shall not be taxed in that Stategvted that such payments arise
outside that State, and are for the purpose ofnmasntenance, education or
training. The exemption from tax provided by thiarggraph shall apply to a
business trainee only for a period of time not exitieg one year from the date the
business trainee first arrives in the first-mengidnContracting State for the
purpose of training.

2. A student or business trainee within the meavoingaragraph 1 shall be
exempt from tax by the Contracting State in which tndividual is temporarily
present with respect to income from personal sesvimh an aggregate amount
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equal to $9,000 or its equivalent in Euros annudllye competent authorities
shall, every five years, adjust the amount providedhis subparagraph to the
extent necessary to take into account changesitiB. personal exemption and
the standard deduction and in the Maltese perdarahtes.

3. For purposes of this Article, a business traisemn individual:

a) who is temporarily in a Contracting State foe thurpose of
securing training required to qualify the individit@ practice a profession or
professional speciality; or

b) who is temporarily in a Contracting State asamployee of, or
under contract with, a resident of the other Caiing State, for the primary
purpose of acquiring technical, professional, osibess experience from a
person other than that resident of the other Cohbhg State (or a person
related to such resident of the other Contractitage$.

Article 21
OTHER INCOME

1. Items of income beneficially owned by a residafr Contracting State,
wherever arising, not dealt with in the foregoingiées of this Convention shall
be taxable in that State.

2. The provisions of paragraph 1 shall not applyncome, other than
income from real (immovable) property as definedparagraph 2 of Article 6
(Income from Real (Immovable) Property), if the bBaial owner of the income,
being a resident of a Contracting State, carriesuminess in the other Contracting
State through a permanent establishment situateceith and the income is
attributable to such permanent establishment. ¢h sase the provisions of Article
7 (Business Profits) shall apply.

3. Notwithstanding the provisions of paragraphsd 3, items of income
of a resident of one of the Contracting States dedlt with in the foregoing
Articles of this Convention from sources in theat&ontracting State may also be
taxed in the other Contracting State, but the t@xlsarged shall not exceed 10
percent of the amount of such items.

Article 22
LIMITATION ON BENEFITS

1. Except as otherwise provided in this Article,esident of one of the
Contracting States that derives income from theetontracting State shall be
entitled, in that other Contracting State, to &l tbenefits of this Convention
otherwise accorded to residents of a ContractirrgeSonly if such resident is a
"qualified person" as defined in paragraph 2 of #iticle and satisfies any other
conditions specified in the Convention for the afttzg of such benefits.
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2. A resident of one of the Contracting States wualified person for a
taxable year only if such resident is either:

a) an individual;
b) a Contracting State, political subdivision orcdb authority
thereof;
C) a company, if:
)

A) its principal class of shares (and any disprtipoate class
of shares) is listed on a recognized stock exchdngated in the
Contracting State of which the company is a rediden

B) its principal class of shares (and any disprapoate class
of shares) is regularly traded on one or more rezegl stock
exchanges located in the Contracting State of wthehcompany is a
resident;

C) its principal class of shares is primarily trdden one or
more recognized stock exchanges located in ther@cimg State of
which the company is a resident; and

D) the company satisfies the requirements of claysef
subparagraph f) of this paragraph; or

i)

A) at least 75 percent of each such class of shiardbe
company is owned directly or indirectly by companientitled to
benefits under clause i), provided that in the edsadirect ownership,
each intermediate owner is a resident of the sametr@cting State
entitled to benefits of the Convention under tH&use ii); and

B) the company satisfies the requirements of claujsef
subparagraph f) of this paragraph;

d) an entity described in subparagraph b) of paaty2 of Article
4 (Resident) that is generally exempt from incometion in its Contracting
State of residence,;

e) a pension fund, provided that more than 75 percd the
beneficiaries, members or participants of the pengund are individuals
who are residents of either Contracting State; or

f) a person other than an individual, if:
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i) on at least half the days of the taxable yeateast 75
percent of each class of shares or other benefrdelests in the person
is owned, directly or indirectly, by residents bft Contracting State
that are entitled to the benefits of this Convemtimder subparagraph
a), subparagraph b), clause i) of subparagrapsubparagraph d), or
subparagraph e) of this paragraph, provided thahe case of indirect
ownership, each intermediate owner is a qualifiedspn that is a
resident of that Contracting State; and

i) less than 25 percent of the person's grossnmecéor the
taxable year, as determined in the person's Statsmlence, is paid or
accrued, directly or indirectly, to persons who aoé residents of either
Contracting State entitled to the benefits of tQisnvention under
subparagraph a), subparagraph b), clause i) of asagmph c),
subparagraph d), or subparagraph e) of this pgoagi@her than in the
form of arm's length payments in the ordinary ceuo$ business for
services or tangible property).

Notwithstanding that a company that is a redidéa Contracting State
be a qualified person, it shall be entittedall the benefits of this

Convention otherwise accorded to residents of ati@oting State with respect to
an item of income if it satisfies any other speificonditions for the obtaining of
such benefits and:

a) at least 95 percent of each class of shareseotdompany are

owned, directly or indirectly, by seven or fewergms who are equivalent
beneficiaries; and

b) less than 25 percent of the company's grossmector the

taxable year in which the item of income arisgsasl or accrued, directly or
indirectly, to persons who are not equivalent benefies (other than in the
form of arm’'s length payments in the ordinary cewtbusiness for services
or tangible property).

4.

a) A resident of a Contracting State will beitted to benefits of

the Convention with respect to an item of incomewvde from the other State,
regardless of whether the resident is a qualifiecgn, if:

i) the resident is engaged in the active condua tfde or
business in the first-mentioned State (other tih@nblusiness of making
or managing investments for the resident's own @tigaunless these
activities are banking or insurance activities iearon by a bank or
insurance company), and the income derived fronother Contracting
State is derived in connection with, or is inciddntio, that trade or
business; and

i) the resident satisfies the requirements of staui) of
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subparagraph f) of paragraph 2.

b) If a resident of a Contracting State derivesitam of income
from a trade or business activity conducted by tlesident in the other
Contracting State, or derives an item of incomesiag in the other
Contracting State from a related person, the caditdescribed in clause i)
of subparagraph a) shall be considered to be matisfith respect to such
item only if the trade or business activity carried by the resident in the
first-mentioned Contracting State is substantiaketation to the trade or
business activity carried on by the resident orhsperson in the other
Contracting State. A trade or business will be degsubstantial if, for each
of the three preceding taxable years, the assaey#éhe gross income, and
the payroll expense that are related to the tradéusiness in the first-
mentioned Contracting State each equals at leapefdent of the resident's
(and any related parties') proportionate sharb@fisset value, gross income
and payroll expense, respectively, related to tttevity that generated the
income in the other Contracting State, and theageiof the three ratios in
each such year exceeds 15 percent.

C) For purposes of applying this paragraph, aectisiconducted by
persons connected to a person shall be deemed twrmucted by such
person. A person shall be connected to anothenef mossesses at least 50
percent of the beneficial interest in the other {othe case of a company, at
least 50 percent of the aggregate vote and valtieeafompany's shares or of
the beneficial equity interest in the company) wother person possesses at
least 50 percent of the beneficial interest (orthe case of a company, at
least 50 percent of the aggregate vote and valtieeafompany's shares or of
the beneficial equity interest in the company) atle person. In any case, a
person shall be considered to be connected to andthbased on all the
relevant facts and circumstances, one has confrttheo other or both are
under the control of the same person or persons.

5. Notwithstanding the preceding provisions of tldicle, where an
enterprise of a Contracting State derives incoramfthe other Contracting State,
and that income is attributable to a permanentéistanent which that enterprise
has in a third jurisdiction, the tax benefits thaduld otherwise apply under the
other provisions of the Convention will not apptythat income if the combined
tax that is actually paid with respect to such meoin the first-mentioned
Contracting State and in the third jurisdictioridss than 60 percent of the tax that
would have been payable in the first-mentionedeStfahe income were earned in
that Contracting State by the enterprise and wetattributable to the permanent
establishment in the third jurisdiction. Any divits, interest or royalties to which
the provisions of this paragraph apply shall bgextiio tax at a rate that shall not
exceed 15 percent of the gross amount thereof. &hgr income to which the
provisions of this paragraph apply will be subjectax under the provisions of the
domestic law of the other Contracting State, ndtstdanding any other provision
of the Convention.
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6. A person that is a resident of one of the Catitng States, who is not
entitled to some or all of the benefits of this €ention because of the foregoing
paragraphs, may, nevertheless, be granted berdfithis Convention if the
competent authority of the Contracting State in alhthe income in question
arises so determines.

7. Where under any provision of this Conventiorome or gains arising
in one of the Contracting States are relieved ftaxin that Contracting State and,
under the law in force in the other Contractingt&ta person, in respect of the
said income or gains, is subject to tax by refeeeiocthe amount thereof which is
remitted to or received in that other Contractingt& and not by reference to the
full amount thereof, Then the relief to be allomaalder this Convention in the
first-mentioned Contracting State shall apply otdyso much of the income or
gains as is taxed in the other Contracting State.

8. For the purposes of this Article:

a) the term "recognized stock exchange" means:

i) the NASDAQ System and any stock exchange regadte
with the U.S. Securities and Exchange Commissionaasational
securities exchange under the U.S. Securities ExgehAct of 1934;

i) the Malta Stock Exchange; and

i) any other stock exchange agreed upon by thepsdent
authorities of the Contracting States:

b) the term "principal class of shares" means thdinary or
common shores of the company, provided that sux$sadf shares represents
the majority of the voting power and value of tleenpany. If no single class
of ordinary or common shares represents the mgjofithe aggregate voting
power and value of the company, the "principal £laf shares" are those
classes that in the aggregate represent a majokithe aggregate voting
power and value of the Company;

C) the term "disproportionate class of shares" meamy class of
shares of a company resident in one of the Comtiga&tates that entitles the
shareholder to disproportionately higher partiapat through dividends.,
redemption payments or otherwise, in the earnirgserated in the other
State by particular assets or activities of the gany;

d) For purposes of this paragraph an equivalenefigary is a
resident of a member state of the European Unionofoma European
Economic Area State or of Australia or of a paayhe North American Free
Trade Agreement but only if that resident:

1)
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A) would be entitled to all the benefits of a comipensive
convention for the avoidance of double taxationneein any member
state of the European Union or a European Econémea State or any
party to the North American Free Trade AgreemerAwstralia and the
State from which the benefits of this Conventioe aftaimed under
provisions analogous to subparagraph a), subpaadrp clause i) of
subparagraph c), subparagraph d), or subparagapfiparagraph 2 of
this Article, provided that if such convention doast contain a
comprehensive limitation on benefits article, thergon would be a
gualified person under subparagraph a), subparagoapclause i) of
subparagraph c), subparagraph d), or subparagjaphparagraph 2 of
this Article if such person were a resident of aiehe States under
Article 4 (Resident) of this Convention; and

B) with respect to income referred to in Article 1
(Dividends), 11 (Interest) or 12 (Royalties) ofstt€onvention, would
be entitled under such convention to a rate ofwitk respect to the
particular class of income for which benefits asnly claimed under
This Convention that is at least as low as the apfgicable under this
Convention; or

i) is a resident of a Contracting State that igjulified
person by reason of subparagraph a), subparagrppblause i) of
subparagraph c), subparagraph d), or subparagapiparagraph 2 of
This Article;

e) With respect to dividends, interest or royal@esing in Malta
and beneficially owned by a company that is a esidf the United States, a
company that is a resident of a member state oEtlrepean Union will be
treated as satisfying the requirements of claus ¥f subparagraph d) for
purposes of determining whether such United Stegeglent is entitled to
benefits under this paragraph if a payment of dimds, interest or royalties
arising in Malta and paid directly to such residehta member state of the
European Union would have been exempt from taxyamnsto any directive
of the European Union, notwithstanding that theome tax convention
between Malta and that other member state of theg&an Union would
provide for a higher rate of tax with respect tatspayment than the rate of
tax applicable to such United States company uAdtcle 10 (Dividends),
11 (Interest), or 12 (Royalties) of this Convention

Article 23
RELIEF FROM DOUBLE TAXATION

1. In accordance with the provisions and subjedh&limitations of the
law of the United States (as it may be amended tiora to time without changing
the general principle hereof), the United Stateslsdllow to a resident or citizen
of the United States as a credit against the Uritales tax on income applicable
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to residents and citizens:

a) the income tax paid or accrued to Malta by obehalf of such
resident or citizen; and

b) in the case of a United States company ownindeast 10
percent of the voting stock of a company thatissadent of Malta and from
which the United States company receives dividetigsjncome tax paid or
accrued to Malta by or on behalf of the payer wébpect to the profits out of
which the dividends are paid.

For the purposes of this paragraph, the taxesresfdo in paragraphs 3 a)
and 4 of Article 2 (Taxes Covered) shall be congdancome taxes.

2. In accordance with and subject to the provisiohshe law of Malta
regarding the allowance of a credit against Mataih respect of foreign tax:

a) where, in accordance with the provisions of tG@vention,
there is included in a Malta assessment income fsources within the
United States, the United States tax on such incehad be allowed as a
credit against the relative Malta tax payable tbarend

b) where a Maltese company owns at least 10 peafaht voting
stock of a company that is a resident of the Un@tates and from which the
Maltese company receives dividends that are indudex Malta assessment
in accordance with the provisions of This Convemtithhe income tax paid or
accrued to the United States by or on behalf ofpdager with respect to the
profits out of which the dividends are paid shilthose profits are included
in a Malta assessment, be allowed as a credit sigtie relative Malta tax
payable thereon.

3. For the purposes of applying paragraph 1 of Arscle, an item of
gross income, as determined under the laws of thied States, derived by a
resident of the United States that, under this @atien, may be taxed in Malta
shall be deemed to be income from sources in Malta.

4. Where a United States citizen is a resident aiti/

a) with respect to items of income that under ttrigions of this
Convention are exempt from United States tax ardh@subject to a reduced
rate of United States tax when derived by a residémMalta who is not a
United States citizen, Malta shall allow as a dradainst Malta tax, only the
tax paid, if any, that the United States may imposder the provisions of
this Convention, other than taxes that may be iragasolely by reason of
citizenship under the saving clause of paragrapdf Article 1 (General
Scope);

b) for purposes of applying paragraph 1 to compinéed States
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tax on those items of income referred to in subgaah a), the United States
shall allow as a credit against United States @ximcome tax paid to Malta
after the credit referred to in subparagraph a;dtedit so allowed shall not
reduce the portion of the United States tax thateslitable against the Malta
tax in accordance with subparagraph a); and

C) for the exclusive purpose of relieving doubleat#on in the
United States under subparagraph b), items of iecaeferred to in
subparagraph a) shall be deemed to arise in Malthe extent necessary to
avoid double taxation of such income under subpagagb).

Article 24
NON-DISCRIMINATION

1. Nationals of a Contracting State shall not bbjextted in the other
Contracting State to any taxation or any requireno@mnected therewith that is
more burdensome than the taxation and connectedreegents to which nationals
of that other State in the same circumstances, artiqular with respect to
residence, are or may be subjected. This provisiail also apply to persons who
are not residents of one or both of the Contracttgtes. However, for the
purposes of United States taxation, United Statée®mals who are subject to tax
on a worldwide basis are not in the same circuntgsilas nationals of Malta who
are not residents of the United States.

2. The taxation on a permanent establishment thatrgerprise of a
Contracting State has in the other ContractingeSsaall not be less favourably
levied in that other State than the taxation levoadenterprises of that other State
carrying on the same activities.

3. The provisions of paragraphs 1 and 2 shall eatdnstrued as obliging
a Contracting State to grant to residents of theoContracting State any personal
allowances, reliefs, and reductions for taxationppses on account of civil Status
or family responsibilities that it grants to its owesidents.

4. Except where the provisions of paragraph 1 dicker 9 (Associated
Enterprises), paragraph 7 of Article 11 (Interest),paragraph 6 of Article 12
(Royalties) apply, interest, royalties, and othisbdrsements paid by a resident of
a Contracting State to a resident of the other @otihg State shall, for the
purpose of determining the taxable profits of thestfmentioned resident, be
deductible under the same conditions as if theylbesh paid to a resident of the
first-mentioned State. Similarly, any debts of sident of a Contracting State to a
resident of the other Contracting State shall,the purpose of determining the
taxable capital of the first-mentioned resident, deductible under the same
conditions as if they had been contracted to alegsiof the first-mentioned State.

5. Enterprises of a Contracting State, the camfalvhich is wholly or
partly owned or controlled, directly or indirectlyy one or more residents of the
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other Contracting State, shall not be subjectethénfirst-mentioned State to any
taxation or any requirement connected therewith ihenore burdensome than the
taxation and connected requirements to which athmeilar enterprises of the first-

mentioned State are or may be subjected.

6. Nothing in this Article shall be construed as vamting either
Contracting State from imposing a tax as describeplaragraph 8 of Article 10
(Dividends).

7. The provisions of this Article shall, notwithsthng the provisions of
Article 2 (Taxes Covered), apply to taxes of evand and description imposed by
a Contracting State or a political subdivisionaedl authority thereof.

Article 25
MUTUAL AGREEMENT PROCEDURE

1. Where a person considers that the actions of @ndéoth of the
Contracting States result or will result for suckrgon in taxation not in
accordance with the provisions of This Conventitnmnay, irrespective of the
remedies provided by the domestic law of thoseeStaand the time limits
prescribed in such laws for presenting claims f&fumd, present its case to the
competent authority of either Contracting State.

2. The competent authority shall endeavour, ifdbgection appears to it
to be justified and if it is not itself able to @& at a satisfactory solution, to
resolve the case by mutual agreement with the ctenpauthority of the other
Contracting State, with a view to the avoidancetafation which is not in
accordance with the Convention. Any agreement re@dchall be implemented
notwithstanding any time limits or other proceddnalitations in the domestic law
of the Contracting States. Assessment and collecpoocedures shall be
suspended during the period that any mutual agreepreceeding is pending.

3. The competent authorities of the ContractingeStahall endeavour to
resolve by mutual agreement any difficulties or lisu arising as to the
interpretation or application of the Conventioneytalso may consult together for
the elimination of double taxation in cases notvpted for in the Convention. In
particular the competent authorities of the CorningcStates may agree:

a) to the same attribution of income, deductionsdits, or
allowances of an enterprise of a Contracting Stateits permanent
establishment situated in the other ContractingeSta

b) to the same allocation of income, deductions,ditse or
allowances between persons;

C) to the settlement of conflicting application ¢iet Convention,
including conflicts regarding:
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i)  the characterization of particular items of inoe
i) the characterization of persons;

iii) the application of source rules with respeatgarticular
items of income;

Iv) the meaning of any term used in the Convention;
v) the timing of particular items of income;
d) to advance pricing arrangements; and

e) to the application of the provisions of domeséiw regarding
penalties, fines, and interest in a manner condistéh the purposes of the
Convention.

4. The competent authorities also may agree tceas®s in any specific
dollar amounts referred to in the Convention tde@f economic or monetary
developments.

5.  The competent authorities of the ContractingeStanay communicate
with each other directly, including through a joa@mmission, for the purpose of
reaching an agreement in the sense of the precediragraphs.

Article 26
EXCHANGE OF INFORMATION AND ADMINISTRATIVE
ASSISTANCE

1. The competent authorities of the ContractingeStahall exchange such
information as may be relevant for carrying out pimevisions of this Convention
or of the domestic laws of the Contracting Statescerning taxes of every kind
imposed by a Contracting State to the extent thattaxation thereunder is not
contrary to the Convention, including informatioglating to the assessment or
collection of, the enforcement or prosecution ispect of, or the determination of
appeals in relation to, such taxes. The exchangef@imation is not restricted by
paragraph 1 of Article 1 (General Scope) or ArtizléTaxes Covered).

2. Any information received under this Article byCantracting State shall
be treated as secret in the same manner as infomaitained under the domestic
laws of that State and shall be disclosed onlyexs@ns or authorities (including
courts and administrative bodies) involved in thesessment, collection, or
administration of, the enforcement or prosecution respect of, or the
determination of appeals in relation to, the tavedsrred to above, or the oversight
of such functions. Such persons or authorities|sied the information only for
such purposes. They may disclose the informatiopuiolic court proceedings or
in judicial decisions. The competent authority d¢ietContracting State that
receives information under the provisions of thigidde may, with the written
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consent of the Contracting State that providedrf@mation, also make available
that information to be used for other purposesvadid under the provisions of an
existing mutual legal assistance treaty betweerCietracting States that allows
for the exchange of tax information.

3. In no case shall the provisions of the precegim@graphs be construed
SO as to impose on a Contracting State the obdigati

a) to carry out administrative measures at variamite the laws
and administrative practice of that or of the ot@entracting State;

b) to supply information that is not obtainable enthe laws or in
the normal course of the administration of thabbbthe other Contracting
State; and

C) to supply information that would disclose angde, business,
industrial, commercial, or professional secretradé process, or information
the disclosure of which would be contrary to pulplaicy (ordre public).

4. If information is requested by a Contractingt&ten accordance with
this Article, the other Contracting State shall use information gathering
measures to obtain the requested information, gwauigh that other State may not
need such information for its own purposes. Thegalilbn contained in the
preceding sentence is subject to the limitationpashgraph 3 but in no case shall
such limitation be construed to permit a ContragtBtate to decline to supply
information because it has no domestic interesuch information.

5. In no case shall the provisions of paragraple 8dnstrued to permit a
Contracting State to decline to supply informatioequested by the other
Contracting State because the information is heldabbank, other financial
institution, nominee or person acting in an ageocya fiduciary capacity or
because it relates to ownership interests in eopers

6. If specifically requested by the competent artithhocof a Contracting
State, the competent authority of the other Cotitrygc State shall provide
information under this Article in the form of deposns of witnesses and
authenticated copies of unedited original documdmtsluding books, papers,
statements, records, accounts, and writings).

7. The requested State shall allow representatiVds requesting State to
enter the requested State to interview individaald examine books and records
with the consent of the persons subject to exanainat

8. The competent authorities of the ContractingteStanay develop an
agreement upon the mode of application of thiscdhetiincluding agreement to
ensure comparable levels of assistance to eadied@ontracting States, but in no
case will the lack of such agreement relieve a @ating State of its obligations
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under this Article.

Article 27
MEMBERS OF DIPLOMATIC MISSIONS AND CONSULAR POSTS

Nothing in this Convention shall affect the fisgalvileges of members of
diplomatic missions or consular posts under theeg@rules of international law
or under the provisions of special agreements.

Article 28
ENTRY INTO FORCE

1. This Convention shall be subject to ratificationaccordance with the
applicable procedures of each Contracting Statd, iastruments of ratification
will be exchanged as soon thereafter as possible.

2. This Convention shall enter into force on théedaf the exchange of
instruments of ratification, and its provisions kihave effect:

a) in respect of taxes withheld at source, for am®upaid or
credited on or after the first day of the secondithmext following the date
on which the Convention enters into force;

b) in respect of other taxes, for taxable periodgifning on or
after the first day of January next following thetel on which the
Convention enters into force.

3. Notwithstanding paragraph 2, the provisions dfcde 26 (Exchange of
Information and Administrative Assistance) shalv@eaeffect from the date of

entry into force of this Convention, without regdodthe taxable period to which
the matter relates.

Article 29
TERMINATION

This Convention shall remain in force until termig by a Contracting
State. Either Contracting State may terminate tbevéntion by giving notice of
termination to the other Contracting State throwgiomatic channels. In such
event, the Convention shall cease to have effect:

1) inrespect of taxes withheld at source, for am®paid or credited after
the expiration of the 6 month period beginning be tlate on which notice of
termination was given; and

2) in respect of other taxes, for taxable periodgifo@ng on or after the
expiration of the 6 month period beginning on thetedon which notice of
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termination was given.

IN WITNESS WHEREOF, the undersigned, being dulyhautzed thereto by
their respective Governments, have signed this €otion.

DONE at Valletta, in duplicate, this"sday of August, 2008.

TONIO FENECH MOLLY BORDONARO
FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
MALTA THE UNITED STATES OF

AMERICA
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EMBASSY OF THE UNITED STATES OF AMERICA

Valletta, 8 of August, 2008

Excellency:

| have the honor to refer to the Convention sigieday between the
Government of the United States of America andGbgernment of Malta for the
Avoidance of Double Taxation and the Preventiofristal Evasion with Respect
to Taxes on Income (Convention). The following ursdi@ndings were reached
between our two Governments:

1. The two Governments will meet within three (3asgeof the date of this
note and thereafter at regular intervals to disthieserms, operation, application,
and proper functioning of the Convention, includiespecially the functioning of
the information exchange provisions of the Conwamtito ensure that the
Convention continues to serve the purposes of awpidouble taxation and fiscal

evasion and shall, where they consider appropraieclude protocols to amend
the Convention.

2. Neither the provisions of Article 8 (ShippingdaAir Transport) of the
Convention nor any other provision of the Convemtshall affect the continued
validity and application of the provisions of thgrkement between the United
States and Malta regarding the Taxation of Shippang Aircraft effected by
exchange of notes dated at Washington December9®®, and March 11, 1997.

3. Subparagraph a) of paragraph 2 of Article 4 (&amd) of the
Convention encompasses organizations exempt frormumaler Maltese law as
philanthropic institutions, philharmonic societies,sports clubs.

4. A company resident in Malta that is an "interaa8l trading company,”
as defined in article 2 of the Income Tax Act oflddashall be entitled to receive
only the benefits of the Convention (subject to afiplicable conditions or
limitations) other than the benefits of Articles {Dividends), 11 (Interest), 12
(Royalties), and 21 (Other Income) of the Conventio

5. The United States agrees to renew discussiomsMalta regarding the
application of the Convention to Maltese mutualdsirafter the conclusion of the
Organisation for Economic Co-operation and Develepimproject concerning
collective investment vehicles.

6. The United States agrees to renew discussiors Malta within one
year of the date of this note regarding waiver loé €xcise tax imposed on
insurance premiums paid to foreign persons.
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If these understandings meet with the approvahefGovernment of Malta,
this note and your reply thereto shall constitute agreement between our

Governments, which shall enter into force on theed# entry into force of the
Convention.

Accept, Excellency, the renewed assurances of giydsit consideration.

MOLLY BORDONARO
Ambassador of the United States of America

His Excellency Tonio Fenech

Minister of Finance, the Economy and Investment
The Republic of Malta
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8 August, 2008

Excellency:

| have the honor to acknowledge receipt of Yourdiency's Note of today
which reads as follows:

"I have the honor to refer to the Convention sigrieday between the
Government of the United States of America andGbgernment of Malta for the
Avoidance of Double Taxation and the Preventiofristal Evasion with Respect
to Taxes on Income (Convention). The following ursdi@ndings were reached
between our two Governments:

1. The two Governments will meet within three (3asgeof the date of this
note and thereafter at regular intervals to disthiegserms, operation, application,
and proper functioning of the Convention, includegpecially the functioning of
the information exchange provisions of the Conwamtito ensure that the
Convention continues to serve the purposes of awpidouble taxation and fiscal

evasion and shall, where they consider appropradeclude protocols to amend
the Convention.

2. Neither the provisions of Article 8 (ShippingdaAir Transport) of the
Convention nor any other provision of the Convemtghall affect the continued
validity and application of the provisions of thgrkement between the United
States and Malta regarding the Taxation of Shippang Aircraft effected by
exchange of notes dated at Washington Decembelr9®®, and March 11, 1997.

3. Subparagraph a) of paragraph 2 of Article 4 (&a=d) of the
Convention encompasses organizations exempt frormumtaler Maltese law as
philanthropic institutions, philharmonic societies,sports clubs.

4. A company resident in Malta that is an "interaa8l trading company,”
as defined in article 2 of the Income Tax Act ofldashall be entitled to receive
only the benefits of the Convention (subject to afiplicable conditions or
limitations) other than the benefits of Articles {Dividends), 11 (Interest), 12
(Royalties), and 21 (Other Income) of the Conventio

5. The United States agrees to renew discussiomsMalita regarding the
application of the Convention to Maltese mutualdsirafter the conclusion of the
Organisation for Economic Co-operation and Develepimproject concerning
collective investment vehicles.

6. The United States agrees to renew discussiors Mdlta within one
year of the date of this note regarding waiver lné excise tax imposed on
insurance premiums paid to foreign persons.
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If these understandings meet with the approvahefGovernment of Malta,
this note and your reply thereto shall constitute agreement between our
Governments, which shall enter into force on theed# entry into force of the
Convention."

As the foregoing understandings meet with the aprof the Government
of Malta, | have the honor to confirm that Your Elency's Note and this Reply
shall constitute an agreement between our Govertan&rhich shall enter into
force on the date of entry into force of the Corti@n

Accept, Excellency, the renewed assurances of glydsit consideration.

H.E. Molly Bordonaro
Ambassador of the United States of America
Malta

TONIO FENECH
Minister of Finance, the Economy and Investment
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BARACK OBAMA
President of the United States of America
TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETING:
CONSIDERING THAT:

The Convention Between the Government of the Un@tates of America
and the Government of Malta for the Avoidance ofuble Taxation and the
Prevention of Fiscal Evasion with Respect to Tanetncome, was signed August 8,
2008, at Valletta (the "Convention"); and

The Senate of the United States of America byeis®lution of July 15, 2010,
two-thirds of the Senators present concurring thegave its advice and consent to
ratification of the Convention:

NOW THEREFORE, |, Barack Obama, president of thetddnStates of
America, ratify and confirm the said Convention.

IN TESTIMONY WHEREOF, | have signed this instrumeftratification
and caused the Seal of the United States of Amariba affixed.

DONE at the city of Washington, this first day odWember in the year of our

Lord two thousand ten and of the IndependenceefXhited States of America the
two hundred thirty-fifth.

By the President

(sgd)Barack Obama (Sgd) Hillary Rodham Clinton



B 6947

RATIFICATION INSTRUMENT

I, Tonio Borg, Deputy Prime Minister and Ministefr Feoreign Affairs of the
Republic of Malta, declare that the Convention lestwthe Government of Malta and
the Government of the United States of Americalieravoidance of double taxation
and the prevention of fiscal evasion with respedakes on income signed at Valletta

on 8August 2008 is ratified by the Government of th@Rsic of Malta.
Signed and sealed with the Seal of the Ministrifafeign Affairs in Valletta,
Malta this 10th day of November Two Thousand aad.T

(Sgd) T. Borg,
Deputy Prime Minister and Minister of Foreign Affai





