Subpart A.—Tax Conventions In case of a Maltese corporation, the international transport derived by

exemption shall apply only if the corpo- a person primarily _engaged _in the
MALTA ration meets one of the following condi- international operation of ships or
tions: aircraft.
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compliments to the Department of Stat . . meaning which it has under the laws of
of the United States of America and ha&MPtion to U.S. corporations or they,a siate relating to the taxes to which
the honour to propose that the twgdnited States, or the agreement applies.

governments conclude an agreement t2) more than fifty (50) percent of the The Government of Malta proposes
exempt from income tax, on a reciprocavalue of the corporation’s stock isthat, if the foregoing is acceptable to the
basis, income derived by residents of thewned directly or indirectly by individu- Government of the United States, this
other country from the international op-als who are residents of Malta or ofnote and the Department’s note in reply
eration of ships and aircraft. The follow-another foreign country which grants arshall constitute an agreement. The
ing proposed terms of agreement haV@quivaIent exemption to U.S. corpora-agreement shall enter into force on the
been drafted on the basis of similakions or by a corporation organized in sdate of the Department's note in reply
agreements the United States has witBoyntry which grants an equivalent ex2nd shall have effect in respect of
other governments: emption to U.S. corporations and whosdlcome derived on or after 1 January,

The Government of Malta agrees s, is primarily and regularly traded1997: o

exempt from tax gross income denvedzn an established securities market in This agreement shall continue in force
from “the international operations Ofy "¢, i another country whichUntil the Government of either contract-
ships or aircraft by individuals who aregrants an equivalent exemption to U.SIN9 state gives written notice of termina-
residents of the United States (Othecorporations, or the United States. tion of the agreement to the other

than citizens of Malta) and corporations ) contracting state through the diplomatic
which are incorporated in the United For the purposes of exemption fromepgnnel.

States. the U.S. tax, the Government of Malta e Embassy of Malta takes this
In case of a U.S. corporation, thewill be treated as an individual residentypnortunity to renew to the Department

exemption shall apply only if the corpo-of Malta, and subparagraph (2) shall bgf state of the United States of America
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tions: tion is a “controlled foreign corpora- ation.
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country which grants a reciprocal eX-residents of Malta. Washington, D.C.

emption to Maltese corporations or In this agreement: March 11. 1997
Malta, or ' '

(2) more than fifty (50) percent of the (&) the terms “contracting state”, and Tnhe Department of State refers the
value of the corporation’s stock is owned‘other contracting state” mean Malta or Empassy of Malta to the Embassy’s note
directly or indirectly by individuals who the United States of America, the gov-1065 of December 26, 1996, regarding
are residents of the United States or oernments of which have concluded thighe reciprocal exemption from income
another foreign country which grants amagreement. tax of income derived from the interna-
equivalent exemption to Maltese corpo{p) gross income includes all incometional operation of ships and aircraft.

rations or by a corporation organized injerived from the international operation ,

exemption to Maltese corporations and I that tt‘e proposals contained in the Em-
whose stock is primarily and regularly (1) Income from the rental on full hassy's note are acceptable to the Gov-

traded on an established securities mar- (M€ ?tr voyage)ir?asilrft OJnSr;:gigernm_ent of the United States of
ket in that country, another country aircrait use erna America. Therefore, this note and the

In the application of this agreement
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which grants an equivalent exemption to transport, Embassy’s note of December 26, 1996,
Maltese corporations, or Malta. (2) income from the rental on aconstitute an agreement which shall en-

The Government of the United States bareboat basis of ships or aircrafter into force on the date of this note in
of America, in accordance with sections used in international transport;reply and shall be effective in respect of

872(b) and 883(A) of the Internal Rev- (3) income from the rental of con-income derived on or after January 1,
enue Code, agrees to exempt from tax tainers and related equipmentl997. This agreement shall continue in

gross income derived from the interna- used in international transport thatforce until the Government of either
tional operation of Ships or aircraft by is incidental to income from the ContI:aCtI_ng state gives written notice of
individuals who are residents of Malta international operation of shipstermination of the agreement to the
(other than United States citizens) and and aircraft; and other contracting state through the diplo-

corporations which are incorporated in (4) gains from the sale or other alien-matic channel.
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