Malta Budget
2021
How will it impact you?
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General Outlook

Main Highlights

€1.75

The cost of living increase (COLA) for
2021 is €1.75 per week.

GDP for 2020 is expected to be
€12.5bn, which will mean a decrease
of 7.4% in real terms from 2019.

4.1%

55%

The unemployment rate as at
August 2020 stood at 4.1%. The
unemployment rate remains below
the EU average rate which stands
at 8.1%.

4

€12.5bn

Government debt at the end of first
quarter of 2020 amounted to around
44.4% of GDP and is expected to
increase to 55% of GDP by the end
of 2020.
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Fiscal Measures
Income Tax and Duty
VAT

Income Tax and Duty
• For another year, employees earning less than €60,000 shall receive an ex gratia tax
refund of up to €95. The highest income earners below the €60,000 bracket would
receive a refund of €45:

Income

Single Computation

€0 - €15,000

2020

Amount

€60

2021

Income

Parent Computation
2020
€64

Amount

2021

€80

€0 - €15,000

€15,001 - €30,000

€50

€65

€15,001 - €30,000

€52

€90
€75

€30,001 - €59,999

€40

€45

€30,001 - €59,999

€40

€45

Married Computation

Income

€0 - €20,000

2020
€68

Amount

2021
€95

€20,001 - €40,000

€56

€80

€40,001 - €59,999

€44

€50

• Income tax exemption relating to the Third Pillar Pension Scheme and Voluntary
Occupational Pension Scheme increased to €3000 per annum;

Single Person
Married couple where
only 1 person works
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Yearly Investment in
the Third Pillar Pension
Scheme

Yearly Investment in a
Voluntary Occupational
Scheme

Maximum Tax saved
per year

€3,000

€1,500

€6,000

€3,000

€2,250

€3,000
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Income Tax and Duty
• The reduced rate from 5% to 1.5% on the transfer of family business from
parent to child, which was introduced 3 years ago, will be extended again;
• The stamp duty exemption for first-time buyers on the acquisition of their
residential property has been extended. There shall be an increase in
exemption from the previous €175,000 to €200,000;
• Acquisition of properties in Gozo or in Urban Conservation Areas
(UCAs) shall continue to enjoy from a reduced rate of stamp duty from
the standard 5% to 2% in case of Gozo and 2.5% in case of UCAs.
Acquisition of Property in UCAs;
• A reduced stamp duty rate of 3.5% will be applicable for non-first time
buyers on the first €200,000 relative to the purchase of a residence.
This rate will also be applicable on the first €200,000 of the value of
the immovable property (previously €175,000) on inherited immovable
property being the residential property of the heirs;
• No stamp duty shall be charged on the first €250,000 (previously
€200,000) of donations of immovable property from parents to their
children where the immovable property being donated is used for the
children’s residential purposes. The additional value of the immovable
property is to continue being charged at 3.5%;

• Tax on assignment and cessation of rights over property – From 1
January 2021 up to 31 December 2021, any profits or gains (previously
capped up to €100,000) arising on the assignment or cessation of any
rights acquired under a promise of transfer of immovable property or
any rights thereon will be subject to a tax at the rate of 15%;
• The introduction of 15% withholding taxes on income derived from
Royalties from the sale of books;
• Registered Voluntary Organisations with the Malta Council for
Voluntary Services (MCVS) will not be required to pay any taxes on
their profits if their annual turnover does not exceed €50,000.

VAT
• VAT exemption threshold is increasing from €20,000 to €30,000, reducing the
administrative burden for small businesses and the self-employed.

• Extension of the reduction of stamp duty on the acquisition of property to
1.5% on the first €400,000 and an extension of the reduction of property
transfer tax on the sale of property from 8% to 5%. This is applicable to
promises of sale being signed until March 2021 with the final deed of
transfer being signed until 31 December 2021;
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Social Measures
Green Economy
The Elderly and Pensions
Employment and Family

Green Economy
• By the end of this year, the Low Carbon Development Strategy for the Maltese Islands
will be finalised and shall include measures for cleaner modes of transport, more energyefficient buildings as well as greener waste management.
• The Maltese Stock Exchange shall be offering investors more attractive conditions to issue
Green Bonds which seek to promote the use of renewable energies and to reduce air
pollution.
• A new plant shall be constructed to treat organic waste so as to not only generate energy
but also produce compost for Maltese fields. In addition, a new plant shall replace that
currently in Marsa to process clinical waste and animal remains. Work on the Waste-toEnergy Facility shall further intensify and new Waste Management Plan shall be published.
• New machines shall also be introduced so that members of the general public will be able
to return empty bottles.
• As from 1st January 2021, all imports of products made of single-use plastics shall cease.
As from 2022, the sale of these products shall also be banned.
• A new monitoring centre in Xemxija shall continue to monitor the quality of air of the
country.
• Work shall also commence on developing a National Strategy on Biodiversity 2022-2030.
• Schemes and initiatives for private residents as well as shops to implement the concept
of Green Walls shall also be announced in the coming year, adopting thereby the grey to
green concept.
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• The introduction of the Worldwide Harmonized Light Vehicle Test Procedure
(WHLTP) as from next year shall be providing a more accurate calculation of
the consumption of fuel and level of gas emissions. This notwithstanding, the
Government has announced that registration taxes as well as annual fees for
licences shall, in the majority of cases, be lower or remain the same.
• Schemes promoting the use of PV solar panels, heat pump water heaters,
solar water heaters as well as batteries to store renewable energy shall
continue to apply, as will the initiatives related to the restoration of wells
in Maltese homes, the change of appliances for vulnerable families and
assistance given to families introducing reverse osmosis systems in their
homes. A feed-in tariff for electricity generated from solar panels will also be
established.
• A total of 5 Eco-intermodal hubs will also be introduced in strategic places
across the Maltese Islands where the general public will be given access to all
information related to means of transport, hiring of e-scooters and e-bikes, as
well as facilities where one can charge mobiles and use Wi-fi.
• 130 medium-fast and fast-charging pillars shall be installed for electric
vehicles and made available to members of the general public.
• Individuals, companies and NGOs can benefit from a cash grant of up to
€7,000 for the scrappage of vehicles which have been in circulation for more
than ten years replaced by cars that consume less fuel.
• No registration tax as well as annual licence fees shall be paid for a period of
five years from the date of the first registration of electric vehicles and plug-in
electric vehicles.
• VAT shall continue to be refunded on the purchase of bikes and e-bikes while
assistance of up to €400 shall continue to be provided for the purchase of
bikes, scooters and bicycles using electric motors.
• For those deciding to convert their vehicles from consuming petrol to
consuming gas, a grant of €400 will be given if the reduction in CO2
emissions is more than 25%. This scheme shall be extended to all modes of
transport carrying passengers and cargo, in which case the grant will go up to
€800.
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• In the case of motorbikes with a cubic capacity of 125cc to 250cc, the renewal of
licence shall go down from €65 to €25.
• All owners of vehicles, including motorbikes, registered with Transport Malta who
shall apply to make use of said vehicles during weekends and public holidays shall
also benefit from a reduction of 35% in their annual licence fee.
• Taxis which are accessible to persons who are wheelchair-bound can benefit from
a grant of €10,000 – such vehicles will need to have been used for at least 10
years following its manufacture date; they should also have a valid licence for the
past five years and should be scrapped in an authorised facility.

The Elderly and Pensions

• Pensioners shall benefit from a weekly increase of €3.25 per week with effect from
2021. This increase is additional to the COLA, resulting in a total weekly increase of
€5 for pensioners;
• Following the introduction of the exemption in respect of pension income back in
2017, as from January 2021, the amount of exempt pension shall be increased to
€14,058. Furthermore, persons claiming married rates will be entitled to a further
€3,600 tax free amount in respect of income from other sources;
2020

2021

Single Computation

€13,798

€14,058

€13,798

€14,058

Married Computation

€13,798

€14,058

Parent Computation

Other Income – Not Taxed
Married Computation

2020

€2,000

2021

€3,600
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• An increase between €70 to €108 per annum in the supplementary allowance shall
be granted to persons who are 65 years and over. The additional supplementary
allowance of €150 which was granted to persons who are 65 years and over and
who are at risk of poverty, shall be extended to persons within the same age group
who qualify for the supplementary allowance;
• The bonus for persons who are not entitled to receive a pension will increase by
€50 per annum;
• Persons born before 1962 and who do not qualify for a contributory pension will be
entitled to add to their total number of contributions any contributions paid prior to
the attainment of 19 years of age;
• Amendments shall be made to the definition of a widow/er within the Social Security
Act to align it to the provisions of the Civil Union and Cohabitation laws;

Employment and Family

• The Cost of Living Adjustment will increase to €1.75.  This will be given to all
employees, pensioners and all those on social benefits.  Stipends given to students
will also increase pro-rata;
• An additional day of vacation leave shall be added to the current leave entitlement
of employees;
• An additional supplement to those who receive children’s allowance.  For those
families whose:

• Once again, the portion of any service pension will be increased further by an
addition of €200;

- Income does not exceed €25,318 annually, the additional supplement will amount to
€70 annually for each child;

• An increase in the ‘Carer at Home’ allowance from €5,291 to €6,000.  This will
further encourage the elderly to reside in their own home and employ a carer on a
full time or part time basis to assist them in their daily needs;

- Income exceeds €25,318 annually, the additional supplement will amount to €50
annually for each child.

• An extension to the In-Work Benefit

• Tal-Linja Free Card for the Elderly 70+;

- For both couples are in employment – The threshold will increase to €35,000;

• Re-issue of Savings Bonds for pensioners who are over 62 years of age;

- For working single parents – The threshold will increase to €23,000;
- For couples with just one working parent – The threshold will increase to €26,000.

• An increase in the Foster Care Allowance as from January 2021 by an additional
€520 annually;
• An additional benefit to those who are seeking adoption locally – Capped up to a
maximum of €1,000;
• Introduction of a new additional assistance amounting to €300 per year for parents
who have to stop working in order to care for children with severe disabilities;
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Other Salient Measures

• An additional €100 Government of which €60 for accommodation, hotels and restaurants
and €40 for retail and services;
• COVID Wage Supplement will be extended to the end of March 2021;
• Tax deferrals, Moratorium, Government-guaranteed bank loans and Interest subsidy will
remain in place and will be evaluated again at the end of March 2021;
• “Clean Air Projects” in the Grand Harbour and “ship-to-shore energy” for the Freeport from
the Connecting Europe Facility fund;
• Allocation of €120 million obtained under the “ReactEU” program and other EU funds to
continue supporting the jobs affected by COVID-19;
• Around €220 million in grants under the “Recovery and Resilience Facility” (RRF) for
investment in the environment and digitalisation;
• Malta’s Digitalisation Strategy to be re-drafted and updated with developments in the
industry. Innovative technologies such as Virtual Reality, Augmented Reality, Immersive
Technology, 3D Printing, Quantum and High-Performance Computing will be introduced;
• Measures to attract Esports and Video Game Development companies, while incentivising
students to follow these career paths;
• Attract start-ups willing to operate in Europe with an investment into the Venture Capital
Fund;
• A new scheme from Malta Enterprise to incentivise innovation in companies which employ
less than 50 people. The scheme aims to assist in technological investments, finding
new markets and recruiting qualified people. The scheme will be available for one year
and covers up to of the 50% costs up to €200,000. A further €35,000 will be available to
companies working with research institutions;
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• The Micro Invest, Business Development and Continuity Scheme, Research &
Development 2020 Scheme, R&D Feasibility Study Scheme and the Business
Start scheme to be improved and extended;

Contact

• A new Aviation Strategy and strengthening of the Maritime Register, attracting
more super yachts;
• Assisting the Tourism Industry and related industries with an updated strategy
plan;
• Job creation in Gozo with the introduction of a second fibre optic cable, Innovation
Hub in Xewxija and Astronomy Observatory in Nadur;
• New roads and the continuation of Smart Parking project in Gozo;
• Extension of the Employment Refund Scheme and Teleworking Scheme;
• Improvements to the Back-Office Employment Refund Scheme for Gozo on digital
innovation, internet technology and tourism sector;
• Issue of grants equivalent to the tax paid on the sale of products that farmers and
fishermen sell at the Farmers’ Market and the Fish Market;

MS KRISTINE ATTARD
Director - Tax & Immigration

MR REECE DELIA
Head of Business Development

kattard@ksimalta.com

rdelia@ksimalta.com

• New schemes to attract young farmers;
• Execution of the second phase of Mass Transport System study and the project’s
feasibility;
• Companies will also be encouraged to apply for an extension of the lease on
commercial property so as to further invest in the said property.
• A new digital system that monitors the identity for persons entering and leaving
the country will also be created.
• The Residency by Investment and Citizenship Programme scheme is to be
revised with the introduction of more rigorous measures so as to ensure that those
obtaining Maltese citizenship and residency merit this.
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KSi Malta
6, Villa Gauci, Mdina Road,
Balzan BZN 9031, Malta,
Europe
Tel: (+356) 2122 6176
Fax: (+356) 2122 6019
E-mail: info@ksimalta.com
www.ksimalta.com

The information contained herein is of a general nature and is not intended to address the
circumstances of any particular individual or entity. Although we endeavour to provide accurate
and timely information, there can be no guarantee that such information is accurate as of the
date it is received or that it will continue to be accurate in the future. No one should act upon such
information without appropriate professional advice after a thorough examination of the particular
situation. Please contact us if you need any specific advice.
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