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The Value Added Tax Act (VAT Act) has recently been amended. The amendments fall into two main categories, being
those mentioned in the Government Budget for 2009 and those arising from amendments to the VAT Directive (Directive
2006/112/EC) – and on which we had issued a newsletter in August 2008.

Amendments announced in the Government’s Budget for 2009

The interest rate applicable to late payments and late refunds has been reduced from 1% per month to 0.75% per month.
Furthermore, a number of amendments have been made to the administrative penalty charged in various circumstances. Such
amendments mainly refer to a reduction in the capping of the various applicable administrative penalty amounts.

Amendments as a consequence of new EU VAT legislation

The VAT Act has been amended in line with the provisions of Council Directive 2008/8/EC. Such amendments, which are effective
from 1 January 2010, include:

1. Additional registration obligations in the following cases:

 A taxable person who is not registered under article 10 or 11 of the VAT Act and who provides services to a customer
established in another Member State and for which that customer is liable for the payment of VAT, must register for VAT
under article 10.

 A taxable person established in Malta who is not registered under article 10, who receives services for which he is liable for
the payment of the VAT must, with effect from 1 January 2010, register for VAT under article 12. To date, no registration
obligations existed and the reverse charged VAT was payable by means of Form 06.

2. Additional administrative obligations

Taxable persons must, as from 1 January 2010, also submit a recapitulative statement in respect of services, other than
services that are exempt from tax in the Member State where the transaction is taxable, for which the customer is liable for the
payment of the tax. The format of such statement and whether such additional information will be integrated with the statement
already due in respect of exempt intra-Community supplies of goods has not yet been confirmed.
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3. New place of supply rules for services

The new place of supply rules (which do not impact the place of supply of goods) are effective as from 1 January 2010. We set out below a table showing a summary of the
new rules as compared to those applicable in terms of the current provisions of the VAT Act. The rules vary depending on the type of service being provided, the status of
the person receiving the service and, in some instances, the place where the supplier is established. In the table, the term “taxable person” refers to that term as defined in
the VAT Act i.e. “a person who carries on an economic activity, whatever the purpose or result of that activity”.

Given the wide purport of the amendments and the material impact that they may have on current business operations, you may wish to carefully consider the implications of
these new rules e.g. in terms of increased administrative obligations, VAT leakage if input tax incurred is not fully deductible, etc.
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These notes are designed to keep readers abreast with financial and tax developments. They are not intended to be a definitive or comprehensive analysis of the subject and should
not be acted upon without prior consultation with the Partners or Senior Consultants of the firm. For further details please do not hesitate to contact Neville Gatt or David Ferry at:
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167, Merchants Street, Valletta VLT 1174, Malta
Tel: +356 21 247 000 / Fax: +356 21 244 768

www.pwc.com/mt
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