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A. INTRODUCTION  

Malta has become over the years an increasingly popular fund jurisdiction to foreign 

investors.  Within the past ten years over 500 funds, with a total NAV exceeding €8 

billion have been registered in Malta.  

The legislation relating to funds has recently been revamped, in order to better cater for 

the international business environment. Being offered on a non-retail basis, Professional 

Investor Funds are hence subjected to more flexible rules and may avail themselves of a 

number of investment instruments, such as derivatives, real estate and private equity. 

Malta’s success in establishing itself as a investment fund domicile is mainly attributed 

to: 

 An attractive fiscal environment 

 A range of innovative investment vehicles 

 A free choice of management style – Management may be 

- Delegated to third parties 

- Self-managed 

- Managed from either outside Malta or from within the island 

 

 Cheap set-up and operational costs 

 A range of service providers available  

 English is the official business language 

 

 Flexibility due to a limitation of investment restrictions 

 Use of benefits of Malta’s extensive Double Taxation Treaties  

 Fast licensing process 

 Low qualification entry requirements 

 Islamic law compliant  

 Option to be listed on the Malta Stock Exchange 
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B. REGULATORY FRAMEWORK  

Professional Investor Funds (PIFs) are non-retail investment funds and hence cannot be 

offered to the public. PIFs are a special class of Collective Investment Scheme (CIS), 

having as its object the collective investment of capital acquired by means of an offer of 

units for subscription.  

Though Malta PIFs are highly regulated, they still remain a flexible investment vehicles 

for investors who wish to establish a collective investment scheme but which falls short 

from being classified as an Alternative Investor Fund (AIF) which fall under the AIFM 

Directive.  

Collective Investment Schemes in Malta are licensed and regulated by the Malta 

Financial Services Authority (MFSA) which ensures a stable investment environment 

targeted to protect the consumers of such financial services in compliance with the law.  

In fact, prior to granting a licence, the MFSA must be satisfied that the applicant and any 

service providers to such a business are ‘fit and proper’ and it does this via the 

submission of detailed Personal Questionnaires, Application Forms and additional 

supporting documentation.   

In principle, the “fit and proper” requirement revolves around the management and 

service providers of the PIF being of sufficient integrity, competence and solvency in 

order to be able to conduct the business properly.  

The application process to obtain such a license typically involves three phases: 

 Preparatory Phase – involves meetings with the MFSA officials, preparation and 

compilation of the application as well as any supporting documentation. 

 Pre-Licensing Phase – MFSA issues an ‘in principle’ approval of the licence. 

 Post-Licensing Phase – Involves any post-licensing matters as directed by the 

MFSA. 

 

The typical application timeline lasts around 6 to 9 months, depending on the 

complexities and structures involved. 
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C. VEHICLES FOR PIF SET-UP 

There are a number of legal forms how to structure the PIF, including the following: 

 SICAV – an investment company with variable share capital which is the most 

common structure, since it can also be set-up as an open-ended fund. 

 INVCO - an investment company with a fixed share capital. 

 Unit Trust 

 Contractual Fund 

 Limited Partnership 

 

D. TYPICAL STRUCTURES 

The individual set-up of the PIF typically depends on the promoters’ explicit 

requirements. However, the typical structuring is a division of shares into voting and 

non-voting shares as follows: 

 

 “Voting Shares” – these are issued to the promoters of the PIF and will entitle 

them to the effective control over the operation of the fund. 

 “Non-Voting Shares” – these are issued to investors of the fund.  

 

E. INVESTMENT RESTRICTIONS 

Generally, the PIF do not have any restrictions with regards to investment decision 

making and policies and are hence rather flexible with the investment objectives, unlike 

retail-funds.  

PIFs are hence likewise exempt from risk spreading and there are no leverage or 

borrowing restrictions.  
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F. KEY PLAYERS OF THE PIF 

The following are the main requirements of the key players involved in a licensed PIF: 

 

1. Board of Directors 

Definition Responsible for the overall running of the PIF. They have ultimate and personal 

responsibility of the working of the PIF, and hence, the role is not that of a 

nominee director, but one with full and complete authority. 

Minimum 

number 

Minimum 3 directors, and the MFSA usually insist that 2 must be resident in 

Malta in order to ensure that the ‘four-eye’ principle in decision making.  

License Must be approved by the MFSA based on experience and qualifications. 

Physical Person No corporate directors allowed. 

2. Money Laundering Reporting Officer (MLRO) 

Definition Responsible to ensure compliance with the Anti-Money Laundering regulations. 

Position Must be of a senior role. One of the directors is usually the MLRO. 

License Must be approved by the MFSA based on experience and qualifications. 

3. Compliance Officer 

Definition Responsible to ensure compliance with all laws and regulations as issued by the 

MFSA. 

Minimum 

number 

Must be of a senior role. One of the directors can occupy this role 

License Must be approved by the MFSA based on experience and qualifications. 
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4. Investors 

Definition Persons who pool in the funds for the collective investment thereof. 

Requirement  Need to maintain a minimum investment of €100,000 at all time. 

Criteria Must be an individual or body corporate with minimum net asset value of 

€750,000 or else a senior employee / director to the PIF. 

Declaration Must declare in writing to the fund manager that he is aware of and accepts the 

risks associated with the proposed investment. 

5. Fund Manager 

Definition Generally responsible for the investments of the fund’s assets. 

License If established in Malta, it must be in possession of a Category 2 Investment 

Services Licence.  

If established outside Malta, the MFSA will still conduct the ‘fit and proper’ test 

and will need to be ascertained that it possesses the experience, knowledge 

and organizational system to act as a manager. The Manager must be duly 

licensed in a reputable foreign jurisdiction in order to be accepted.  

Sub-Managers Allowed, and does not need to be approved by the MFSA. The Manager will still 

assume responsibility for the acts of the Sub-Manager. 

Self-Managed 

Fund 

Allowed, and effectively, it will be the Board of Directors who will act as such. 

The MFSA may impose supplementary conditions such as: 

 Minimum paid up share capital of €125,000 

 Appointment of Investment Committee  

Investment 

Committee 

For self-managed fund only - minimum 3 approved persons and 1 must be 

resident in Malta.  

AIFM If the PIF appoints a manager that is licensed as an Alternative Investment 

Fund Manager (AIFM) under the EU Directive, the PIF must be subject to the 

regulations under the AIFM Directive.  
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6. Fund Administrator 

Definition Notably provides the regular computation of the Net Asset of the fund, 

reconciliations, payment of bills, accounting and the preparation of the financial 

statements. Whenever such is not appointed, the Fund Manager shall assume 

the role of the Administrator. 

License Where the Administrator is established in Malta, it must be in possession of a 

Fund Administration Recognition Certificate. 

7. Custodian 

Definition The Custodian is responsible for the safe custody of the assets and the 

monitoring of the Fund Manager.  

Compulsory The appointment of a Custodian is not compulsory but if this is not appointed, 

the PIF must cater for adequate safekeeping arrangements in place, which 

must be satisfactory to the MFSA. 

License A Custodian appointed in Malta must be in possession of a Category 4 

Investment Services Licence. 

Independence The Custodian must be independent of the Manager and must act solely in the 

interest of the unit holders. 

8. Investment Advisor 

Definition The Investment Advisor provides investment advice to the PIF or the Manager 

with respect of the schemes’ assets. However, the Investment Advisor does not 

have any discretion in the investment decisions.  

Appointment Not compulsory to appoint an Investment Advisor, and if appointed directly by 

the PIF (not by the Manager), he need not be established or regulated in Malta. 

License If an Investment Advisor is appointed by the PIF and is established in Malta, he 

must be in possession of a Category 1A, 1B, 2 or 3 Investment Services 

Licence. 
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9. Independent Auditor 

Definition Must be completely independent in order to audit the financial statements of 

the PIF. 

License Must be specifically recognized by the MFSA in order to be able to perform the 

audits of the fund. 

Reporting The auditor may also be required to submit periodical reports to the MFSA. 

 

 

G. THE OFFERING DOCUMENT  

The PIF is required to publish an ‘Offering Document’ that shall contain adequate 

information in order for the investors to be able to make an informed judgement about 

the investment which is proposed to them. Changes to the Offering Document of the 

Scheme must be re-approved by the MFSA. In brief, the Offering Document contains the 

following information – 

 Information Concerning the Scheme, such as: 

- Name, Date of Set-up, indication of Sub-Funds (if any) 

- Details of Service Providers 

- Investment Policies 

- Accounting and distribution dates 

- Indication of rights pertaining to the units 

- Asset valuation rules and procedures to issue / redeem new units 

 Information on the Local Representative 

 Risk warnings to the investor 
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H. TAXATION 

Generally, the income of a licensed PIF is exempt from Malta tax except the income 

derived from immovable property situated in Malta. 

No Malta tax applies on a distribution of dividends to a non-resident investor. The 

redemption of units in the PIF by a non-resident investor is also exempt from Malta tax. 

If 85% of the value of the assets is situated in Malta, the PIF is subject to withholding 

tax at source at a 10% rate on investment income and 15% rate on bank interest. 

 

I. LISTING ON THE STOCK EXCHANGE 

Should the PIF require liquidity or else better international exposure, there is an option 

to list the PIF on the Malta Stock Exchange. 

With this, the PIF would be able to attract a particular class of investors (for instance 

pension funds) which are restricted to investing in listed schemes. 

 

J. ALTERNATIVE INVESTMENT FUND MANAGERS DIRECTIVE  

It is important to note that should the Fund Manager’s total investment portfolio exceed 

€100 million of €500 million if unleveraged, the fund will fall under the regime of the 

Alternative Investor Fund Manager Directive (AIFMD), and hence the fund must have: 

 A robust Risk Management Policy; 

 Adequate internal control mechanism to mitigate operational failures; 

 Sufficient human and technical resources for the proper management of the fund; 

 Appropriate procedures for independent valuation of the assets of the fund; 

 Sufficient capital as prescribed by the MFSA; 

 Policy on leverage and borrowing to the satisfaction of the MFSA; 

 Thorough Reporting requirements apply. 
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K. DISCLAIMER  

This publication has been prepared as a general guide and for information purposes only. 

It is not a substitution for professional advice. One must not rely on it without receiving 

independent advice based on the particular facts of his/her own case. No responsibility 

can be accepted by the authors or the publishers for any loss occasioned by acting or 

refraining from acting on the basis of this publication. 
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KINANIS is the service mark through which Kinanis LLC of Cyprus, Kinanis Fiduciaries Limited of Malta and 

their affiliated companies are conducting business each of which is a separate legal entity. 

   

 

 

 
 
The Firm  
 
Kinanis Fiduciaries Limited is a Maltese corporate service provider specializing in 

corporate and tax advice excelling in providing the international investor with a one-

stop-shop solution in doing business through Malta. 

 

Our Services  

 Company Incorporations & Management  

 Taxation  

 Accounting & VAT  

 Aircraft, Ship and Yacht Registration  

 Trusts Formation  

 Investment Fund License Application & Set Up  

 Remote Gaming License Applications  

 Intellectual Property  

 Opening & Management of Bank Accounts 

 

Contact Us  

Kinanis Fiduciaries Limited  

7A, Sir Luigi Camilleri Street 

Sliema, SLM 1843 

Tel: + 356 27 54 00 24  

Fax: + 356 27 54 00 25 

E-mail: malta@kinanis.com  

Website: www.kinanis.com 

Contact Person: Dr. Francesco Sultana 

mailto:malta@kinanis.com
http://www.kinanis.com/

