VALUE ADDED TAX IN MALTA
VAT was introduced for the first time in Malta in 1995.  Since then this turnover tax has gone through different phases.  However with Malta’s accession to the European Union (EU) on 1st May 2004, it has finally been harmonized with the EU’s 6th Council Directive and has become one of the major revenue earners for government.  

The Maltese VAT standard rate is 18% and there is also a reduced rate on some products and services of 5%.  However, through a derogation obtained during accession negotiations with the EU, Malta has retained a temporary exempt with credit status on food for human consumption (excluding food served in the course of catering), pharmaceutical products, inland passenger transport, international passenger transport and domestic inter-island sea passenger transport.  It also retained a temporary exempt without credit status on the supply of water by public authorities and the supply of buildings and building land.

In addition, small undertakings whose turnover falls below an established threshold may opt for an exempt without credit status.

The Maltese VAT Department is headed by the Director General and Commissioner of VAT and is responsible for the administration and enforcement of VAT legislation throughout the Maltese islands.  There is only one main office which is situated at Centre Point Building, Ta’ Paris Road, Birkirkara.

Staff consists of ten officials at management level, 58 VAT Inspectors and 73 support staff.  There are over 30,100 registered taxpayers operating under the normal refund scheme and about 14,900 exempt small undertakings.

The net revenue from VAT covers approximately 14% of Government’s total Revenue earnings.  In the last four years the net VAT revenue reported was as follows:

· 2001 = Lm 114.6 million (268m Euro) 
· 2002 = Lm 117.5 million (275m Euro) 

· 2003 = Lm 123.9 million (290m Euro) 
· 2004 = Lm 141.3 million (330m Euro)

The net estimated VAT revenue for 2005 is expected to reach Lm 167.4 million (391m Euro).

VAT OBLIGATIONS

All traders must be identified for VAT purposes in Malta if they carry out transactions that are subject to VAT in Malta, for which they have the right to deduct input VAT and on which they are liable for VAT in Malta in accordance with the Maltese VAT Act.

A foreign trader who does not have a business establishment in Malta, but must be registered for VAT purposes in Malta, can choose either to deal with his VAT obligations himself or appoint an agent or a tax representative to act on his behalf. In both cases, registration must be requested at the VAT Department.

DISTANCE SELLING

Any business established in another EU Member State which sells goods, and is responsible for their delivery, to persons not registered for VAT in Malta, must register

for VAT in Malta if the value of those sales to Malta exceeds the equivalent in MTL of Euro 35,000 in a calendar year.

However a distance seller below the threshold of Euro 35,000 can also opt to make Malta the place of supply, and must register in Malta as a result.

INTRA-COMMUNITY ACQUISITIONS

If a business person who is not registered for VAT in Malta acquires goods in Malta directly from a VAT registered supplier in another Member State, he is required to register for VAT in Malta if the total value of all goods acquired in a calendar year exceeds Euro 10,000. Such registration should be made immediately before the amount is exceeded.

Such a business person may also register voluntarily if he can satisfy the VAT Department that he makes, or has a firm intention of making, relevant acquisitions.  

SMALL UNDERTAKINGS

A trader qualifies as a small business in the following cases:

- If the trader principally supplies taxable goods, and his turnover during the immediate preceding twelve months was less than MTL 15,000 (Euro 34,973).

- If the trader principally supplies taxable services with a relatively low value added, and his turnover during the immediate preceding twelve months was less than MTL 10,000 (Euro 23,315).

- If the trader supplies any other taxable services, and his turnover during the immediate preceding twelve months was less than MTL 6,000 (Euro 13,989).

FOREIGN TRADERS

Where traders, not established in Malta, effect taxable supplies of goods or services in Malta, the recipients of the goods or services are liable for VAT if they are traders or legal persons governed by public law. In such cases the recipients must calculate the tax on the net value and declare it to the VAT Department. The trader providing the goods or services does not have to register for VAT purposes. However, provided they fit the conditions for registration, foreign traders can voluntarily register for VAT in Malta if they wish to do so.

REGISTRATION PROCEDURES

In order to apply for a Maltese VAT registration number, traders must obtain a Registration Application Form. This form can be requested (by telephone, by e-mail or in

person) from the VAT Department, or it can be downloaded from the VAT Department’s

website at www.vat.gov.mt .

The duly completed and signed Registration Application Form, together with any required attachments, must be sent back to the VAT Department by mail or delivered at the Department by hand.

Alternatively, the trader can fill in an on-line Registration Application Form, which can be found on the website of the VAT Department.

A Registration Application Form must be accompanied by the following documents (in the case of online application, these documents must be faxed or sent by e-mail as an image file attachment, with the originals sent by post at the same time):

– a statement issued by the relevant authorities of the country in which the taxable

person is established, attesting that the applicant is a taxable person in that country;

– a copy of the entry in the official register of commercial entities held in the country in which the taxable person is established;

– a copy of the act of incorporation, if the taxable person is a legal person; and

– a copy of order forms or contracts showing that the person in question will be doing

business in Malta.

After checking that the conditions for registration are satisfied, the VAT Department will notify the foreign trader and, where applicable, his or her tax representative, of the VAT registration number assigned in Malta (VAT Registration Certificate).

APPOINTMENT OF A TAX REPRESENTATIVE BY TRADERS FROM NON-EU STATES

If a foreign trader not established in the Community is required to be registered in Malta,

he can designate any trader resident in Malta, and acceptable to the Commissioner of VAT, to be his representative. If he fails to do so the Commissioner of VAT can, by notice in writing, designate as the representative of the foreign trader any person resident in Malta to whom that foreign trader makes a taxable supply, or who is his agent, or who otherwise has a business relationship with him.

A business based outside of the EU may voluntarily appoint a tax representative in Malta.  Only traders established in Malta may, on request, be registered as the tax representative of a foreign trader established outside the EU.

Tax representatives have the same duties and obligations as those of the foreign traders they represent.

Tax representatives are also jointly and severally liable with their principals for payment of VAT, interest or fines relating to transactions carried out in Malta. However, where a

representative has acted in good faith and is not knowingly in breach of any obligation

under the VAT Act, his liability is limited to the funds or to the value of any property under his management or control which belongs or is due to the person of whom he is the representative.

On the other hand, the existence or designation of a person as a representative of another person shall not relieve the latter person from any obligation or liability under the VAT Act.

Invoices for transactions undertaken by the person represented may be issued either by

the person represented or by the tax representative, if such a representative has been

appointed. In either case they must contain the following additional information:

· reference to the fact that a tax representative has been appointed;

· name and address of the tax representative; and

· the VAT registration number assigned to the tax representative.

APPOINTMENT OF TAX REPRESENTATIVES OF FOREIGN TRADERS ESTABLISHED IN THE EU

Foreign traders established in another Member State are not obliged to appoint a tax representative, and VAT registration in Malta is not dependent on the approval of a tax representative.

A foreign trader established in the Community who is required to be registered in Malta can either apply for registration in his own name, or he may, by means of written notice

to the Commissioner, nominate as his representative any person resident in Malta who is acceptable to the Commissioner.

However, foreign traders established in another Member State cannot have an approved tax representative in Malta if they cannot, or are not, required to register for VAT purposes or to have a tax representative in Malta.

In the event of failure by a trader in another member state to appoint a tax representative in malta, the Commissioner of VAT can, by notice in writing, designate as the representative of the foreign trader any person resident in Malta to whom that foreign trader makes a taxable supply, or who is his agent, or who otherwise has a business relationship with him.

If it is not possible to appoint a representative, the VAT Department may recover VAT, interest and any fines from the foreign traders’ Maltese contracting parties. However, where such contracting parties prove that they have paid all or part of the VAT to suppliers they clearly identify, they may be relieved from paying the VAT.

The authorities will assess whether representatives are sufficiently solvent to meet their liabilities. If they are not satisfied, a guarantee is required to cover any VAT, fines, interest or charges payable by the taxable person.

INVOICING

Taxable persons, excluding those supplying only goods or services which are exempted without credit, are required to issue a tax invoice for the supply of goods or services to any contracting party who identifies himself by means of a VAT identification number:

The tax invoice must be issued within thirty-one days from the earlier of:

(a) the date when the goods are delivered or the services are performed; or 

(b) the date on which a payment for that supply is received.

The tax invoice must contain the following particulars:

(a) the date of issue;

(b) a sequential number, based on one or more series, which uniquely identifies the invoice;

(c) the name and address of the supplier and the Value Added Tax identification number under which he made the supply;

(d) the name and address of the person to whom the supply is made and the Value Added Tax identification number under which he acquired the goods or services supplied to him;

(e) the type of the supply, by reference to the categories listed further on;

(f) a description sufficient to identify the quantity and nature of the goods, or the extent and nature of the services supplied;

(g) the date on which the supply was made or completed, or the date on which a payment on account of the supply was made, insofar as that date can be

determined and differs from the date of issue of the invoice;

(h) the taxable value per rate or exemption, the unit price exclusive of tax and any discounts or rebates if they are not included in the unit price;

(i) the amount of tax chargeable, if any, at each rate so chargeable; and 

(j) the total amount of tax chargeable, if any.

The supply categories referred to under (e) are the following:

(a) a supply by sale;

(b) a supply of goods under a hire-purchase agreement, or in terms of which the ownership of the goods is deferred;

(c) a supply on hire;

(d) a supply under a contract of exchange;

(e) a supply consisting of the delivery of goods made from materials provided by the customer;

(f) a supply by sale on commission;

(g) a supply on sale or return, or similar terms;

(h) an intra-Community supply;

(i) an export; and

(j) any other supply.

The amount of VAT due must be expressed on the tax invoice in Maltese Lira (MTL),

and must be computed on the MTL equivalent of the taxable value.  Invoices containing the details specified above may, subject to the acceptance by the customer, be sent by electronic means, provided that the authenticity of the origin and the integrity of the contents are guaranteed as may be required and approved by the Commissioner.

Taxable persons are exempt from having to issue an invoice for supplies of goods or services to any person who does not identify himself by means of a VAT identification

number.

However, for such supplies taxable persons must issue a “fiscal receipt”. A fiscal receipt

can be either a receipt issued by means of a fiscal cash register, or a “manual” receipt using either a pre-printed form supplied by the VAT Department on which the required

details must be filled in, or a receipt in such form as approved in writing by the Commissioner.

The following distinctions must be made.

- A registered taxable person who is a retailer, or whose business includes supplies of food in the course of catering (including restaurants), must issue fiscal receipts by means of an approved fiscal cash register.

- In all other cases, the registered person can choose between fiscal receipts issued by means of a fiscal cash register and “manual” receipts: fiscal receipts on a form to be ordered from and supplied by the VAT Department, or on a form specifically approved by the Commissioner, on which the required details must be filled in.

In practice, there are two instances where fiscal receipts can be issued on a form specifically approved by the Commissioner:

(a) Computer generated fiscal receipts. On specific application, the Department may approve the issue of computer generated fiscal receipts; and

(b) In certain cases where it is impractical, if not impossible, for fiscal receipts to be issued. For example, admission tickets for an open air concert, where the tickets may be sold in advance by various business outlets.

PERIODIC VAT RETURNS

The following are required to submit periodic VAT returns:

1. taxable persons, excluding persons who make only exempt without credit supplies and therefore have no right to deduct any input tax; and

2. taxable persons who are registered in Malta as “exempt persons”.

The first category must submit a tax return to the VAT Commissioner for every tax period no later than the fifteenth day of the second month following the month during which that tax period ends.

A tax period is normally a period of three months but can also be a period of one month depending on the nature of the economic activity of the registered person. The start and end of the first tax period of a newly registered person is determined by the Commissioner, and will largely depend on the moment when the registration of that person takes effect.

After the first tax period, each tax period starts on the first day immediately following the end of the preceding tax period. For example, if a taxable person is registered on 12 September, his first tax period will normally start on that date and end on 30 November;

his next period will then run from the 1st of December until the end of February.  

Taxable persons who operate below the threshold for small businesses, but do not opt to be classified as exempt persons, are assigned a 12 month tax period.

For the second category, any person registered as an exempt person is required, by the 15th February of each year, to submit a declaration (simplified tax return) stating his turnover for the previous calendar year.

In addition, taxable persons who are not registered in Malta, including those making only

exempt without credit supplies, and non-taxable legal persons must submit a special

declaration whenever the following taxable transactions are carried out during a calendar

quarter:

– where they are parties to contracts with taxable persons who are not established in Malta and have not appointed a representative for transactions on which they are liable for tax, pursuant to the first subparagraph of Article 21(1)a of Directive 77/388/EEC;

– where they are liable for tax by virtue of being the recipients of certain services that are deemed to take place in Malta;

– where they effect intra-Community acquisitions of goods that are taxable in Malta (either because they have opted for these acquisitions to be taxed in Malta, or because their acquisitions in Member States exceed the threshold of Euro10,000).

However, when such persons acquire goods subject to excise duty or new means of transport, they must comply with the special arrangements described further on.

The return referred to above must be submitted quarterly, monthly or yearly as indicated, and payment must be made by the date when the return has to be submitted.

The special declaration made with regard to intra-community acquisitions and similar transactions by taxable persons who are not registered in Malta and by non-taxable legal persons, must be submitted whenever a taxable transaction is effected during a calendar quarter. The VAT due must be paid by the date when the declaration has to be submitted.

A taxable person registered as an exempt person because he qualifies as a small business is required, by the 15th February of each year, to submit a declaration (simplified tax return) stating his turnover for the previous calendar year.

Taxable persons who do not submit the monthly or quarterly VAT returns referred to above, and non-taxable legal persons, who make intra-Community acquisitions of new means of transport must submit a special return covering the intra-Community acquisition of new means of transport and pay VAT due at the Licensing and Testing office with the registration of the vehicle.

Similarly, where such persons effect intra-Community acquisitions of excisable products

which are dispatched or transported pursuant to Article 7 of Directive 92/12/EEC, they must submit the excise document of release for consumption to the Customs office where both the excise duties and the VAT due are to be paid.

RECAPITULATIVE STATEMENTS

Each taxable person must submit a recapitulative statement for each calendar quarter during which he had effected exempt intra-Community supplies of goods. 

Taxable persons registered as exempt persons who submit annual simplified VAT returns may submit a recapitulative statement once a year, by the 15th of January of the

year following the one in which they made intra-community supplies.

INPUT VAT EXCLUDED FROM RIGHT OF DEDUCTION

Tax charged to a taxable person on the following supplies, acquisitions, or importations

is excluded from any deduction by that person:

(a) the supply to that person, or the intra-community acquisition or importation by that person of:

i. tobacco or tobacco products;

ii. alcoholic beverages;

iii. works of art, collectors' items and antiques;

iv. motor vehicles, vessels or aircraft including the supply thereof for hire or leasing arrangements;

v. goods and services for the purpose of repairing, maintaining, fuelling and keeping any item to which item (iv) of this subparagraph applies; and 

vi. electricity.

(b) the supply of any goods and services, or the intra-community acquisition or importation of any goods, used in the provision by that person of receptions, entertainment or hospitality, except where the said provision is made for consideration in

the normal course of that person's economic activity; and 

(c) the supply of any goods and services, or the intra-community acquisition or importation of any goods, used in the provision by that person to his employees or, in the

case of a body of persons, to its officers or employees, of transport or entertainment: provided that this provision does not apply to transport provided by that person to his employees on vehicles with a seating capacity of not less than seven.

However, the exclusion does not apply to:

- goods supplied to or acquired under an intra-community acquisition, or imported by a person for the purpose of resale, whether in the state in which they were acquired or 

imported or after treatment or processing or inclusion in other goods supplied by that person, in the normal course of that person's economic activity;

- motor vehicles, vessels or aircraft supplied to or acquired under an intracommunity

acquisition, or imported by a person and used by him for the purpose of the carriage of goods or passengers for a consideration;

- vessels and aircraft supplied to, or acquired under, an intra-community acquisition, or imported by a person for the purpose of being provided by him under a charter or hire agreement;

- motor vehicles supplied to, or acquired under, an intra-community acquisition or imported by a person for the purpose of being provided by him for hire with a driver or

for self-drive hire (excluding fuelling for such self-drive vehicles), or of being used for driving instruction, provided they are so used, in each case, in the normal course of that

person's economic activity; and

- motor vehicles designed and manufactured for the carriage of goods, and therefore designed and manufactured with seating accommodation normally adjacent to the driver, or with seating accommodation for nine persons or more.
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