
 

 

Is Foreign Company 
subject to tax at a rate 
less than 15%? 
 YES 

Is more than 50% of 
income of foreign 
company passive 
income? 

YES 

Are shares in foreign 
company held as a 
portfolio investment? 
               NO 

Is Foreign Company 
resident in an EU MS? 
 NO 

Is foreign company or 
its passive income 
subject to tax at a rate 
less than 5%? 

Participation 
Exemption is 
available  

Participation 
Exemption is 
NOT available  

Malta Cyprus  No equivalent 
condition in Cypriot 
anti-abuse 

No equivalent 
condition in Cypriot 
anti-abuse 

Is more than 50% of 
income of the foreign 
subsidiary derived 
from passive 
investment income?  

No equivalent 
condition in Cypriot 
anti-abuse  

Is tax burden of 
Foreign Company 
substantially lower 
than the tax burden of 
the Cypriot (i.e. a 
foreign tax burden of 
5%)?

Participation 
exemption 
NOT available 

Yes 

No 

No 

No 

Yes 

Yes 

No Yes 

No 

Yes 

Participation 
exemption 
available 

APPENDIX 
 

Diagram I: Anti-avoidance provisions for the entitlement to the participation exemption: comparing Malta 
with Cyprus and France. 



 

 
 

  

Is more than 50% of shares 
of CFC held by French 
residents? 

YES 

Is more than 5% of capital 
of CFC held by French 
Resident Co? 

YES 

Is foreign entity subject to 
tax at a rate less than 
16.67%? 

YES 

CFC  Not a CFC  

NO

NO

NO

NO

Is a CFC resident in an 
EU member state?  

YES NO 

Is the CFC 
artificially set up?  

NO 

Is the CFC Is more than  
running only              20% of CFC’s   
a foreign   profits   
activity?   passive  
  income?  
NO  NO 

YES YES 

Participation 
Exemption not 
available

Participation 
Exemption 
available

Is more than 50% of 
capital of foreign entity 
held by French 
company? 

YES

France:  
1. CFC Rules 

2. Safe 
harbours 

Diagram II 


