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The purpose of this handbook is 
to provide basic information on 
the aviation industry in Malta.  
The handbook is based on general 
principles of Maltese law and 
does not represent any  kind of 
legal opinion.  Should you require 
advice on a specific issue, please 
contact ARQ Group directly.
The contents of this handbook 
were compiled by ARQ Group 
incorporating our legal partners, 
Fenech Farrugia Fiott Legal, on 

the basis of information available 
and accurate as of May 2019.
The reader should note that the 
information contained herein may 
change on short notice. ARQ Group 
disclaims any responsibility for 
the completeness and accuracy 
of the content of this handbook 
and for any subsequent changes.

For further information, please 
contact:

ARQ Group
Ewropa Business Centre,
Level 3, Suite 701,
Dun Karm Street,
B’ Kara, BKR9034,
Malta

Tel: +356 2549 6000

David Borg
Partner  - Business 
Development & Internalisation
dborg@arqgroup.com 
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About Malta
Malta, strategically located in the centre of 
the Mediterranean, has traditionally been 
known for its thriving tourism industry. 
Though tourism still plays an important 
role in the Maltese economy, making an 
essential contribution towards economic 
growth, in the recent years Malta has come 
to be recognised and respected in several 
other areas of trade and investment. 

This is a result not only of its geographical 
location, but also of its highly qualified, 
English speaking workforce, politically 
stable environment and its membership 
within the EU. Malta continues to enjoy 
sustainable economic development and 
continues to demonstrate an ability to 
thrive, despite difficult global contexts. 
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Aviation in Malta
The aviation industry in Malta started 
developing in the 1970’s. Malta’s first 
aircraft register was established in the 
1960s, however this was only populated by 
aircraft operated by Air Malta, the country’s 
national carrier, and few business jets and 
light aircraft. 

The introduction of a new Aircraft 
Registration Act in 2010 in Malta, coupled 
with substantial investment in human 
resources and physical facilities, resulted 
in a remarkable growth in the aviation 
sector in Malta. Furthermore, the authority, 
Transport Malta, has strengthened over the 
years and Maltese registration is renowned 
for its excellent service, efficiency, security 
and flexibility.
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Malta has become a recognised address 
for the registration of both private and 
corporate jets. There are some 35 Air 
Operator Certificates (AOC) held by aircraft 
operators having their principal place 
of business in Malta, and the expanding 
Maltese register boasts in excess of 300 
aircraft.Though traditionally Ireland and 
Luxembourg have been Europe’s aviation 
hub, key players in the aviation industry 
have relocated to Malta. 

Malta’s aviation industry includes a variety 
of sectors encompassing not only aircraft 
registration, but also maintenance, repairs 
and overhaul (MRO) providers, crew and 
flight training, leasing and financing. There 
are approximately 9 aircraft maintenance 
organisations and approximately 5 
pilot training and cabin crew training 
organisations.

Malta has indeed developed into a thriving 
Mediterranean aviation hub. As the industry continues 
to grow, the island is now drawing interest from 
further afield, in the Far East and the US.

Aviation Hub
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An increasing number of aircraft operators, owners, service providers, and 
financiers are choosing Malta as their preferred jurisdiction to carry out aviation 
related activities for these reasons:

• European Aviation Safety Agency EASA membership;
• Malta Civil Aviation Authority is professional, experienced and highly 

respected within the sector;
• The Authority’s efforts to restructure the Civil Aviation directorate by 

investing in additional specialised human resources with the necessary 
expertise to ensure the highest level of safety standards and service 
required by this industry;

• Transport Malta’s fees are amongst the lowest in Europe;
• A sound legal & regulatory framework;
• An attractive corporate and individual tax regime;
• An extensive network of double taxation treaties;
• The availability of a wide range of supporting services (aircraft and 

engine maintenance, repair and overhaul, aircraft management, aircraft 
maintenance training and other ancillary support services);

The Competitive 
Advantage of Malta
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Chapter 2

• The possibility of registering aircraft under construction once uniquely 
identifiable with airworthiness surveys suspended until the completion 
of the aircraft;

• Landing and parking fees are amongst the cheapest in Europe;
• Malta’s strategic location in the centre of the Mediterranean;
• Ideal weather conditions practically all year round;
• Availability of a highly trained, English speaking workforce;
• There are direct flights to most major European and regional cities with 

the majority of destinations being less than three hours flying time away;
• High quality lifestyle.

All these factors combine to create an ideal environment attracting more 
companies to capitalise on the opportunities available in Malta.
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 Air Operators Certificate (AOC) - Chapter 3
 

 
              Procedure

An AOC, issued by Transport Malta Civil 
Aviation Directorate (CAD) is necessary 
for an air transport organisation to carry 
out any air service within the (European) 
Community in accordance with Council 
Regulation 1008/2008 on common rules 
for the operation of air services in the 
Community.

An applicant for an AOC must:

• Have the principal place of business 
and, if any, the registered office 
located in Malta

• Satisfy the CAD that is able to 
conduct safe operations

The operator must satisfy the CAD that:
• Its organisation and management 

are suitable and properly matched 
to the scale and scope of the 
operations, and

• Procedures for the supervision of 
the operations have been defined. 
 

Air Operators Certificate
 (AOC) Procedure
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The operator shall appoint an accountable manager, who has the authority for 
ensuring that all activities can be financed and carried out in accordance with 
the applicable requirements. The accountable manager shall be responsible for 
establishing and maintaining an effective management. 
Further to the Accountable Manager the operator shall nominate persons acceptable 
to the CAD, responsible for the management and supervision of the following areas:

• Flight Operations;
• Crew Training;
• Ground Operations; 
• Continuing Airworthiness (in accordance with Regulation (EC) No 1321/2014;
• Safety;
• Compliance Monitoring.

The procedure for application and the granting of an AOC is organised in phases and 
shall usually take the following sequence:

• Pre-application phase;
• Formal application phase;
• Document evaluation phase;
• Inspection and demonstration phase; and
• Certification phase.

Air Operators Certificate
(AOC) Procedure
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Accounting Services for 
Aviation Clients

Accurate and comprehensive record-keeping is not 
only a statutory obligation in Malta, but also allows 
for informed strategic and tactical decision-making by 
management.

Outsourcing accounting services to ARQ’s experienced, 
qualified and dedicated accountants will allow the 
client to focus on the core business objectives, 
whilst at the same time ensuring that the business 
remains compliant with evolving financial reporting 
requirements. The unit is headed by an accountant who 
has several years’ experience in business aviation and 
hence we can guarantee a specialised and tailor-made 
service.
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Aircraft Owners and Operators: 
more than an ordinary accounting client

It is a common misconception amongst 
accountants that owning and operating 
an aircraft is similar to owning property. 
An accountant with aviation experience 
understands that aircraft and immovable 
property are not commodities which share 
the same characteristics.

Though maintenance (both scheduled 
and unscheduled), refurbishment and 
overhauls represent the major items of cost 
incurred during the course of the service 
life of the aircraft, management cannot 
lose sight of the impact and magnitude that 

the operating costs can have on the overall 
performance of the company. At ARQ we 
will design a specialised and customised 
reporting solution which will allow 
management to track costs not only for 
each aircraft tail number but also for each 
mission. Management will be concerned 
not only with the variable operating costs 
of the aircraft such as fuel, handling and 
ground services, overflight and terminal 
charges, and flight operation costs but also 
with the fixed overheads such as aircraft 
insurance, crew training, crew salaries and 
hangar charges.
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Aircraft Owners and Operators: 
more than an ordinary accounting client

The duties of an experienced aviation accountant 
go beyond merely recording aircraft revenue and 
associated costs. The accountant must work hand in 
hand with the post holders and department managers 
to ensure that costs are being monitored and stringent 
levels of internal controls are being applied. Common 
tasks would include reconciliation of fuel uplifts with 
delivery slips and tech logs as well as ensuring that 
handling costs are not only aligned with agreements in 
place but ancillary charges such as weekend charges, 
towing, de-icing and GPU are all verified. 

Technology can of course play an important role in 
this and a number of solutions are available that have 
been developed by persons who have considerable 
knowledge of this business and who have done the 
deep thinking required to deliver solutions that work. 
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Income Tax
Basis of taxation
Companies ordinarily resident and 
domiciled in Malta are subject to income 
tax on their worldwide income.

Companies with the status of resident 
and not domiciled in Malta are subject to 
Maltese tax on a remittance basis, being 
liable to tax on:

1. Income and capital gains arising in 
Malta, and

2. Income arising outside Malta which 
is remitted to Malta. 

Tax refund on a distribution of profits
Aircraft leasing and other profits derived by 
Maltese incorporated and Maltese resident 
entities from international air transport 
operations is subject to tax at the standard 
corporate rate of 35%. However, upon a 
distribution of these profits, qualifying 
shareholders would be entitled to a refund 
of the tax suffered on the distributed profits, 
subject to meeting certain conditions. The 
standard tax refund amounts to 6/7ths of 
the tax paid, reducing the effective tax 
liability to approximately 5%.

Malta provides attractive tax planning opportunities to aviation companies 
obtaining tax residence in Malta. 

Aviation Tax Highlights
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The Maltese Tax Refund System
Whilst the standard corporate tax rate in 
Malta is 35%, the effective tax rate could 
be reduced considerably through the 
Tax Refund System. This system allows 
shareholders to claim a refund of the tax 
paid on the dividend being distributed. 
There are four different refunds which 
would depend on the source of the income 
being distributed, and whether any double 
tax relief has been claimed. The refunds 
are:

6/7ths refund – applies to the distribution 
of chargeable income from trading 
activities, not mentioned below. The 
effective tax rate following the application 
of this refund is of 5%;

5/7ths refund – applies to the distribution 
of chargeable income derived from passive 
interest or royalties or from a participating 
holding which does not satisfy the 
conditions referred to in article 12(1)(u)
(1). The effective tax rate following the 
application of this refund is of 10%;

2/3rds refund – applies to the distribution 
of chargeable income allocated to the 
Foreign Income Account and in respect of 
which the company has claimed relief of 
double taxation;

100% refund – applies to the distribution 
of chargeable income allocated to the 
Foreign Income Account which satisfies 
the Participation Exemption conditions.
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Event 1 
Malta Trading Company chargeable 
income is taxed at 35%.
Event 2 
Malta Trading Company declares a 
dividend and distributes such to its 
Holding / Shareholder.
Event 3 
6/7 of Corporation Tax is refunded by 
the Malta Government to the Holding/
Shareholder. Holding Company applies 
for and Malta Government grants tax 
refund.

This system allows 
shareholders to claim a 
refund of the tax paid on the 
dividend being distributed.

Malta Trading
Company

Holding
Company

Chargeable
Income

Event 1
Malta Corporation
Tax (35%)

Event 2
Net Dividend
€65,000

Event 3
Tax Refund
€30,000 granted by
the Malta Government

Aviation Tax Highlights
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Administrative Obligation relating to the 
Tax Refund System

In order for the shareholder to be able 
to claim one of the above refunds, the 
shareholder must be registered as such 
with the Inland Revenue Department (IRD). 
This is done  by submitting a specific form 
known as the ‘shareholders registration 
form.’ 
Since the above refunds are due on the 
amount of tax on the dividend being 
distributed, for the shareholder to be able 
to claim the refund the company must 
declare a dividend, submit the tax return 
for the year relating to the distribution and 
pay the tax related to that distribution. The 
shareholder may then claim the refund by 

submitting the Refund Claim Form, which 
typically includes:

1. The details of the company 
distributing the dividend and of the 
shareholder entitled to the refund;

2. The amount of profits being 
distributed and the allocation of 
such profits to the various tax 
accounts;

3. The type and amount of refund 
which the shareholder is entitled to;

4. The bank account into which the 
refund should be paid;

5. Other details such as copies of the 
dividend warrant, copy of the tax 
return of distributing company and 
the shareholding structure.
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Aviation Tax Highlights

Participation Exemption
Income and gains derived from a participating holding 
(generally a 5% equity holding) are exempt from tax, 
subject to the satisfaction of applicable statutory 
conditions.

Sector Specific Fiscal Incentives
Income from aircrafts used for international 
transport
Income derived from the ownership, leasing or 
operation of aircraft or aircraft engines which is used 
for international transport of passengers or goods 
is deemed to arise outside Malta, irrespective of the 
country of registration of the aircraft, or whether the 
aircraft is operated from a Maltese airport.
As a result, income subject to the above conditions 
would bypass tax liability in Malta, unless remitted to 
Malta.
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Aircraft Leasing
The tax implications relating to aircraft leasing are as 
follows:
• Lessor: income received from the leasing of the 

aircraft, when the company is resident but not 
domiciled, is considered to be arising outside 
Malta, and therefore falls outside the scope 
of Maltese tax, unless remitted to Malta. If the 
lessee has the option to buy the aircraft at the 
end of the lease period and the lessor does 
not trade in the selling of aircraft, such sale is 
considered to be of a capital nature and thus, 
does not fall within the scope of taxation. 

• Lessee: deductions are allowed and include 
finance charges, maintenance, repairs and 
insurance. The lessee is also allowed capital 
allowances when the wear and tear element is 
borne by the lessee.
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Accelerated Depreciation
The ‘Deduction for Wear and Tear of Plant and 
Machinery Rules’ provide for a wear and tear 
allowance of a minimum of 6 years for aircraft 
airframes and aircraft engines and 4 years for aircraft 
interiors and other parts. 
This applies only when the aircraft is owned by the 
company or leased with the burden of wear and tear 
being shifted to the lessee. 

VAT 
VAT exemption 
A supply of an aircraft for use by airline operators 
for reward, mainly for the international transport of 
passengers or goods is exempt from VAT. The same 
principle applies for intra-community acquisitions or 
importation of an aircraft. 
There is no exemption in the case of an aircraft 
acquired for non-business purposes. 

Persons employed in the Aviation 
industry
Qualifying Employment in Aviation (Personal 
Tax) Rules
Through the provisions of the Qualifying Employment 
in Aviation (Personal Tax) Rules, income of an 
individual derived from an eligible office in aviation, 
including CEO, COO, CFO, Key Aviation Specialist, 
etc, exceeding €45,000 per annum, is taxed at the 
beneficial rate of 15%.

Fringe benefits exemption 
The private use of an aircraft by an individual who is 
not resident in Malta and who is an employee or officer 
of a company who is the owner of an aircraft which is 
used in the international transport of passengers is 
not considered as a fringe benefit and is consequently 
exempt from tax.

Aviation Tax Highlights
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Malta’s Residence and Visa Programme (“MRVP”) offers Third Country 
Nationals, who are not nationals of the EU, EEA or Switzerland the 
possibility of acquiring an EU residence card, which offers visa-free 
travel within the Schengen area. Applicants must be at least 18 years 
old and need to have an annual income of not less than €100,000 or 
alternatively fixed capital amounting to not less than €500,000. In 
addition to this, applicants need to:

• Invest in Government bonds with an initial value of €250,000 
which need to be held for a minimum of 5 years;

• Purchase a property for at least 5 years, having a minimum 
value of:

          • €320,000 if purchased in North or Central Malta
          • €270,000 if purchased in Gozo or South Malta
        or lease a property for at least 5 years, of at least:
          • €12,000 if leased in North or Central Malta
          • €10,000 if leased in Gozo or South Malta
• Pay a non-refundable contribution of €30,000, and where 

applicable, €5,000 per parent or grandparent of the applicant or 
the spouse.

Malta’s Permanent Residency 
Programme
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TIMELINE OF PROGRAMME:

1 week 3-4 months 4-6 weeks

Application form sent
to MRVA Government consideration Residence Certificate

issued

Payment of €5,500
non refundable fee

Acceptance letter issued

Issuance of Approval
in Principal

Residence Cards issued
Requirements of

programme to be met

Payment of final contribution 
of €24,500

Purchase or rental
of a property

Obtaining health
insurance

Investing in Govt Bonds
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Malta’s Citizenship by 
Investment Programme

The Malta Individual Investor Programme was launched by the Government 
of Malta in 2014 to attract foreign investment into the Maltese economy. 
Persons who meet investment criteria under MIIP will be entitled to 
become naturalised Maltese citizens.
The main applicant of Maltese citizenship by investment must meet the 
following requirements:
• Be over 18 years of age;
• Contribute the amount of € 650,000 to the National Development 

Social Fund;
• Acquire a property in Malta and provide proof thereof, with a 

minimum value of € 350,000 and not dispose of such property for 
a period of 5 years or lease a property for at least 5 years with a 
minimum annual rent of € 16,000;

• Invest a minimum of € 150,000 in stocks, bonds, debentures, 
special purpose vehicles or to make other investments as provided 
from time to time by MIIPA (the citizenship regulator) by means 
of a notice in the Government Gazette. Such investments shall be 
retained for a minimum period of 5 years;

• Be covered by an indefinite global health insurance in respect of the 
Principal Applicant and his/her dependants;
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• Have acquired the status of resident of Malta for at least one year prior to the acquisition of citizenship. 
Principal Applicants may include the following persons as dependants on their MIIP application: 

                 •     Their spouse;
 •     Child;
  •     Parent/Grandparent;
 •     Dependants of 26 years of age and under;
 •     The Legal Notice provides for minimum eligibility criteria which are to be satisfied by the   
        applicant and any of his dependants over the age of 55.

FIRST MONTH
• Collate docs
• Prepare Application File

Residency Card issued 
within 2 weeks

Oath of Allegiance 
Naturalisation Certificate

6 MONTHS
DUE DILIGENCE PROCESS
• Collate docs
• Sign docs before a MT Consul       
   or Commissioner for Oaths
• MIIPA reviews application, source  
   of funds and carries out background      
   checks

4 MONTHS
LETTER OF APPROVAL IN PRINCIPLE
• Purchase or rent property
• Invest 150K in bonds
• Submit Health Cover
• Submit original certificates to    
   Passport office

Full Citizenship 
Application

Full process completed 
within 12 months

APPLICATION TIMELINE
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Cypriot Citizenship by 
Investment Programme

Cyprus offers the quickest, most assured route to citizenship of 
a European country. To qualify for citizenship, applicants must 
fulfil one of the investment options (which needs to be held for a 
minimum of 5 years) whilst also meeting the following criteria: 

• Possess a valid passport; 
• Applicants should be in possession of a Schengen visa; 
• Applicants who have been previously rejected by another 

EU country will not be eligible to apply for the CIP; 
• A donation of €75,000 for research and development shall 

be mandatory; 
• A donation of €75,000 to the land development organisation 

to fund affordable housing schemes shall be mandatory; 
• During the 5-year period the investor will be able to change 

his investment, provided that a consent will be granted in 
this regard by the Minis try of Finance; 

• A planning permit shall be mandatory for properties under 
construction; 
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Cypriot Citizenship by 
Investment Programme

• Hold no criminal record; 
• The main applicant’s property is not frozen 

within the boundaries of the EU; 
• Possess a residency permit in the Republic 

of Cyprus, for a period of six months before 
being granted citizenship; 

• Own a permanent private residence in the 
Republic of Cyprus with a purchase price of 
at least €500,000 plus applicable VAT; 

• In the case that one chooses to invest in 
residential properties only and one of the 
residential properties is priced at least 
€500,000, then the total investment amount 
must be €2 million. 
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Investment Options
1. Real Estate, Land Development or Infrastructure Project 
Applicants may invest at least €2,000,000 in the purchase or construction of buildings, land development 
projects (residential or commercial) or infrastructure projects. If investors chose to invest in re-sale property, 
the required investment amount is increased from €2,000,000 to €2,500,000. 
2. Purchase, Creation or Participation in Cypriot Businesses or Companies 
Applicants may invest at least €2 million in the purchase, creation or participation in businesses or companies 
based and operating in the Republic of Cyprus. These businesses or companies must have a tangible presence 
in Cyprus and employ at least five Cypriot citizens or European citizens. 
3. Investment in Financial Assets of Cypriot Companies or Organizations 
Applicants may invest at least €2 million in the financial assets of Cypriot companies or Cypriot organizations. 
Applicants may also choose to invest in the shipping sector’s eligible investment, on the basis of specific 
measurable criteria. Investors must maintain the purchased assets for a period of five years 
4. Combination Investment 
Applicants may invest in a combination of the above options. The combination of investments must total at least 
€2 million.
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• Certificates of naturalisation
• Passport

• The Minister of Interior conducts due 
diligence and issues confirmation of 
submission of application for CIP

• Approval for the citizenship
 application is granted within 6 

months approximately
• Passports and certificates are issued 

approximately 6 months after filing

APPPLICATION TIMELINE

• Investment minimum of €1.5 million
• Purchase main residence € 500,000
• Prepare residency and citizenship 

application file
• Prepare supporting documentation

3-4 WEEKS
INVESTMENT & PREPARATION

APPROXIMATELY 6 MONTHS
PROCESSING TIME

7-15 DAYS

ARQ are
engaged

Submit residency
(if applic.) and 

citizenship
applications

Cyprus Residency 
permit issued in 

5 days

Oath of Allegiance 
naturalisation 

certificate

APPROXIMATELY 6 MONTHS
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Our Aviation Team 
& Services

ARQ has a multi-disciplinary team of 
financial advisors, accountants, tax 
consultants, corporate advisors and 
legal advisors who have vast experience 
in the aviation industry. We work hand 
in hand with our associates Fenech 
Farrugia Fiott Legal to offer our aviation 
clients a comprehensive service. 

We offer a wide range of services 
including:

• AOC Application
• Aircraft registration
• Aircraft financing
• Private & commercial importation
• Financial advice
• Accounting services
• Tax advice
• Legal advice
• Corporate advice & administration



ARQ Group is a Malta-based professional 
services firm that delivers reliable advice based 
on deep acumen with consistent high quality 
work to support business leaders to run their 
business and face the future with confidence. Our 
consulting solutions span critical areas such as tax 
advisory, regulated industries, risk & compliance, 
accounting & auditing, economic intelligence, 
legal affairs and corporate structures.  We are 
well-established in supporting private clients 
through citizenship, residency and tax planning. 
As a Group, we are committed to attracting and 
developing a diverse workforce of professionals 
that share the common value of collaboration.  

As an advisory entity, we believe that by teaming 
together, with each other, and our clients, we can 
see beyond the surface of changes and problems 
organisations face in this fast changing and 
disruptive world to discover opportunities others 
might miss and face the future with greater 
confidence.



Ewropa Business Centre, Level 3, Suite 701, 
Dun Karm Street, B’ Kara, BKR9034, Malta

T: +356 2549 6000
F: +356 2549 6666

E: info@arqgroup.com 

www.arqgroup.com


