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AGENDA

The concept of the ‘Right of Deduction’

Principles of fiscal neutrality

Rules governing exercise of the right of deduction
Restriction on the right of deduction — Blocked Items
Proportional deduction

Capital Goods Scheme
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LEARNING OBJECTIVES

Understand input tax and output tax

Be aware of the conditions in order to be entitled to deduct input VAT

Understand the difference between deductible and non-deductible input VAT

Be aware of the difference between exempt and taxable transactions and the

associated right to deduct input VAT

Describe and explain other restrictions on the right of deduction

Calculate the proportional deduction

Be aware of the necessity to adjust deductions made

Know how to exercise the right of deduction ' MALTA
INSTITUTE
OF TAXATION
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Council Directive 2006/112/EC ("VAT Directive”)

Malta VAT Act (Chapter 406 of the Laws of Malta)("VATA")

Implementing Regulation 282/2011
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The Concept of the ‘Right to Deduct’




The deduction system
incorporate in EU VAT Law has
been designated to relieve
business from the burden of
the VAT payable or paid in
the course of their economic
activities.

The common system of VAT
consequently ensures that all
economic activities (whatever
their purpose or results
provided that they are
themselves subject to VAT or
give rise to a right to claim
input VAT), are taxed in
wholly neutral way.

© Malta Institute of Taxation 2023

MALTA
INSTITUTE
OF TAXATION

Rules governing exercise of the right of deduction

04/05/2023




10

Output Tax & Input Tax’

In the supply chain, one must distinguish between Output Tax and
Input Tax ...

OUTPUT TAX...

INPUT TAX...
.. of a person registered under Article 10 is ) 3
the tax on supplies and on intra- -. of a taxable person is the tax paid by
community acquisitions that becomes that person on goods or services
chargeable during a period and for purchased for his business activities ...

which that person is liable.
: MALTA
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Who has a right to recover Input VAT?

Article 168 of the VAT Directive

In so far as the goods or services are used for the purposes of taxed transactions
of taxable person, the taxable person shall be entitled, in the Member State in
which he carries out these transaction, to deduct...

Article 23 of the VATA

Every person registered under Article 10 of the VATA, who furnishes tax return for
a tax period shall have the right to deduct from output tax for that period...

e MALTA
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Who has a right to recover Input VAT?

Article 9 of the VAT Directive provides...

A taxable person is a person who, regularly and independently carries on an
economic activity, whatever the purpose or result of that activity.

An economic activity means an activity carried on by a person, other than an
employee acting as such and consisting of:

© Malta Institute of Taxation 2023
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Who has a right to recover Input VAT?

Article 5 of the VATA provides...

Activities of a public authority acting in the exercise of the functions assigned to
it by law shall not be deemed to be an economic activity except as and to the
extent provided in the First Schedule to the VATA and except where such
treatment as non-taxable legal person would lead to significant distortions in

competition.
\ m
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During 2022, ABC Limited solely held
shares in XYZ Ltd

As from 2023, ABC Limited was involved
in XYZ Limited management, and
invoices XYZ Limited a yearly
management fee

During 2023, Mr. Borg invoiced ABC
Limited for his services as a Director

© Malta Institute of Taxation 2023
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Holder of an offic

Donations

Exploitation of
subsidiary

MALTA
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ABC Limited is acting as a pure holding
company and shall be treated as a non-
taxable legal person

ABC Limited is carrying on an economic
activity and as such is acting as a
taxable person.

Mr. Borg is considered to be a holder of
an office, which transaction is outside
scope of VAT.
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What can be deducted?

Article 22(2) of the VATA provides;
For a taxable person registered under Article 10 to the Malta VAT Act
(‘VATA’), the INPUT tax is the tax that becomes chargeable on:

. . ..to the extent that the supplies

O 1 Supp“es made to him so made and the goods so
acquired or imported have been

or are intended to be wholly

used by him in the course or
furtherance of his economic
activity.

Intra-Community
acquisitions made O 2

O Importations made
by him

by him

MALTA
INSTITUTE
OF TAXATION
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What can be deducted?
A taxable person registered under Article 10 is entitled to recover
input VAT that is attributable to supplies made or intended to be
made by him of: :
Yy Article 22(4) to the VATA
Supplies which take Supplies taxed outside Exempt without credit
place outside Malta Malta which had they (Insurance and financial
which had they been in been made in Malta services providers)
Malta, would have been would have been where customer is
deemed to be taxable or deemed to be exempt established outside EU.
exempt with credit without credit supplies
supplies; (for gaming operators);
Article 168 of VD Article 169 (a) of VD Malta Only Article 169 (c) of VD
Article 169 (b) of VD
MALTA
INSTITUTE
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© Malta Institute of Taxation 2023
16



17

18

04/05/2023

Check Point Questions

Determine whether the below are

qualifying supplies

I ABC Limited offers professional services | ABC Limited supplies are treated as
to local and EU customers qualifying supplies

[l XYZ Limited offers insurance services to Il XYZ Limited supplies are not treated as
EU qualifying supplies

[Il. XYZ Limited offers insurance services to Il XYZ Limited supplies are treated as
Non-EU qualifying supplies

MALTA
INSTITUTE
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Input tax may be claimed subject to:

» Transactions duly recorded and accounted for in VAT records;

» Supported by a tax invoice for goods or services supplied to him (local
supplies);

» Supported by a tax invoice for goods acquired under an intra-Community
acquisition;

* Supported by a documents of importation (indicating him as importer of
record) in respect of the tax on importation;

« Documents referred to above are held and can be produced, if requested, to
the Commissioner for Revenue;

* Claimed in the tax return, when the right to deduct arose;
e |t is not a blocked item under Item 3 to the Tenth Schedule of the VATA;
1 MALTA
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Tax Invoice

Article 50 of the VATA provides...

Every person registered under Article 10 to the VATA who makes a supply, other
than an exempt without credit supply, to another person who identifies himself
for the purpose of that supply by means of a VAT identification number, shall

provide that other person with a tax invoice, issued in accordance with the
Twelfth Schedule to the VAT.

7 MALTA
| INSTITUTE
' OF TAXATION
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Tax Invoice

A document shall not constitute a tax invoice unless:

= All the particulars required by the Twelfth Schedule to the VATA, are properly
and fully stated; or

= The invoicing requirements set out in the VAT Directive are fully complied with.

| MALTA
| INSTITUTE
OF TAXATION
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= Date of issue

= Sequential number

= Details of supplier — such as name, address and VAT Number

= Details of customer — such as name, address and VAT Number
= Quantity / Nature of goods / Nature of services rendered

= Date on which the supply was made / Date on which a payment on accounts

was made
= Taxable Value
= Applicable VAT rate
= VAT amount payable

© Malta Institute of Taxation 2023
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No input tax deduction is allowable if one is in receipt of a ‘cash

register receipts’ or a ‘grey fiscal receipt’.
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When does the right of deduction arise?

= At the time the deductible tax becomes chargeable - refer to the Fourth
Schedule of the VATA

* |n case of supplies under cash accounting, when payment of the (input) tax is
made to the supplier

MALTA
7] INSTITUTE
0 OF TAXATION
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How is the right of deduction exercised?

| Taxable GoodsiServices @ 18% 18 10000.00

23 1800.00{ 4
| Taxable Sevices @7% 182 200 2 0.00[ (Z3+2%+24)
| Taxable GoodsiSerices @ 5% 18 200 u | 00|l 35 € 1,800.00
| Exempl vith Credit { Exports 20 [ 0.00 . .
| Exempt vithout Credit 2 0.00 (17+25)

SubTotal| 22 1000000 | %€ 1,500.00

‘Domeatic Purcheses & mporfs- I Value € " inputTax-€ 34435436 +37 4372 438) -

| Taxable Purchases for re-sake @ 18% 2 200 # 0.00[4 |39 € 190,00 If the input tax
| Taxable Purchases fo re-32le @ 5% % | 0.00 35 000/ ' for the period
| Exempl Purchases for re-sdle 2 000 djin favour of Depl exceeds the
Capital Goods u | 200 % | u.uof:- laoe 0.00 output tax =
Services & Overheads @ 18% kil 6500.00 3r 1170.00, ¥ EXCESS CREDIT
Senvies & Overheads @7% 312 200 I 0.00{14 Adjin your favour

Senvices & Overheads @ 5% 32 400.00 38 20.00(1 | 41/ € 0.00
Sub-Total| 33 6,300.00 o
(39-26)+ (41-4D)

If the output tax for the

Bicess Credil BF 44 € 0

period exceeds the input " e = N\eZ] macta
5 —— e ) B on
TAX PAYABLE

Malta Institute of Taxation 2023
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What happens if EU foreign VAT has been incurred?

Foreign VAT is paid by
taxable person, who is
not established in a
particular Member State,
in which he purchased
goods or services or
imported goods, subject
to VAT in that Member
State.

25

Example
ABC Ltd a company registered for VAT purposes in Malta, pays
for accommodation in France for two of its staff, who were sent

there to meet potential clients. French VAT was incurred on
such accommodation.

MALTA
INSTITUTE
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= EU foreign VAT cannot be claimed back through the Malta VAT Return

Article 171 of the VAT Directive provides that:

= VAT shall be refunded to taxable person who are not established in the
Member State in which they purchase goods and services or import goods
subject to VAT but who are established in another Member State, in
accordance with the detailed rules laid down in Directive 2008/9/EC

As a reply to the example in the previous slide;
ABC Ltd may submit a request for a refund with the French tax

authorities, within the prescribed time and in accordance with
Directive 2008/9/EC.
MALTA

26
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Article 171 of the VAT Directive also provides that:

= VAT shall be refunded to taxable person who are not established within the
territory of the Community, in accordance with the detailed implementing
rules laid down in Directive 86/560/EEC

MALTA
INSTITUTE
OF TAXATION
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Restrictions on the right of deduction —
Blocked Items

04/05/2023
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Restrictions on the right of deduction - Blocked
Items

» Tenth Schedule of the VATA provides a list of items which are not
classified as input tax...

o MALTA
INSTITUTE
OF TAXATION
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Restrictions on the right of deduction - Blocked
Items
The supply to that person or intra-community acquisition or
importation by that person of:
= Tobacco or tobacco products;
= Alcoholic beverages;
= Works of art, collectors’ items and antiques;
= Motor vehicles, vessels or aircraft including, the supply thereof for
hire or leasing arrangements;
= Goods and services for repairing, maintain, fuelling and keeping any
item to which the above point applies
<] MALTA
INSTITUTE
OF TAXATION
© Malta Institute of Taxation 2023
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Restrictions on the right of deduction - Blocked
Items

The supply of any goods or the intra-community acquisition or importation of
2 any goods used in the provision by that person of receptions, entertainment or
hospitality

MALTA
| INSTITUTE
/' OF TAXATION

© Malta Institute of Taxation 2023
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Restrictions on the right of deduction - Blocked
Items

acquisition or importation of any goods used in the provision by
that person to his employees (or in case of a body of persons, to
its officers) of transport or entertainment...

3 The supply of any goods or services or the intra-community

..provided that this provision shall not apply to
transport provided by that person to his employees on
vehicles with a seating capacity of not less than seven.

o 1 MALTA
A7) INSTITUTE
1/ OF TAXATION

© Malta Institute of Taxation 2023
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Restrictions on the right of deduction - Blocked
Items

..except when supplied to taxable persons for the purpose of
resale or provision of services in the course of their economic
activity.

Example

Tobacco and beverages agents/retailers, vessel or aircraft
chartering, art galleries and studios.

.‘ MALTA
| INSTITUTE
OF TAXATION
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33
Check Point Questions
Determine whether a deduction is |.  Employee lunches are treated to be
possible in the below instances: ‘entertainment’ and are blocked
L and thus, cannot be deducted.
[, XYZ Limited pays for employee
lunches every Friday
Il. To the extent that the mini-buses
Il XYZ Limited pays on a daily basis a are of a seating capacity of not less
mini-bus company for the transport 'éh%n se_\t/Deln, the expense may be
of its employees, to and from work eductible
Il XYZ Limited incurs an lll. Accommodation is treated to be
accommodation expense for a 'hOSpitality' and is blocked item and
Director who came to Malta for thus, cannot be deducted.
business meeting.
" MALTA
), INSTITUTE
b OF TAXATION
© Malta Institute of Taxation 2023
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The Concept of the ‘Reverse Charge Mechanism’

= Reverse charge mechanism is a simplification measure whereby, the liability to
account for the payment of VAT on a particular transaction is shifted from the
supplier to the customer

= Through this simplification measure, the supplier is spared from the obligation
to register for VAT purposes in Malta, which would otherwise result in a
number of administrative burdens.

Z 1 MALTA
INSTITUTE
T OF TAXATION
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35
The Concept of the ‘Reverse Charge Mechanism’
| MALTA
OF TAXATION
© Malta Institute of Taxation 2023
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The Concept of the ‘Reverse Charge Mechanism’

SELF CHARGING VAT

Exempt IC Supplies of Goods and Supplies of Services where customer is liable for the tax 1

Supplies of Goods : vices of Supply is outsid - EU and Non EU % 0.00

IC Acquisitions of Goods and Services received from other EU Member States 3 0.00 & 0,000

Goods and Services received where Place of Supply is Malta other than those reported in Box 3 4 0.00 T ﬂ.ol);
SubTotal| 5 0.00 S Y

IC Acquisttions of Goods for re-sale g 0.00 3 000/ 14
Services received from EU Member States where the purchaser is fable for VAT 92 0.00 { 132 000 14
IC Acquisitions of Capital Goods 10 0.00 14 00014
Goods and Services Received where Place of Supply is Malta i 0.00 15 000/, (8-16)
SubTotal 12 .00 N oga” [17]€ 0.00
DA
EXCERCISING THE 5 MALTA
@ OF TAXATION
RIGHT OF DEDUCTION
© Malta Institute of Taxation 2023
The C tof the ‘R Ch Mechanism’
e Cconcept o e 'reverse arge Mmechnanism

g S o G o S of S s o f Sk e s 1 o
Supplis of Goods s Servioes wihore Ploces of Supit i oubside Walla - EL ane Mo EL | = 000 |
¥ Acauisrians of Gocd: L et Stales | = 5,000.00 | & | 20000

smer 1 ¥ 0.00 B 000

5 !
[ ——
K Argaans of Goeds msung Gaptsl Goods ] 000 1 100 &
Eenvces and goods recetyad from EU Member States vwhene the purchaser is badle for VAT k"3 5.000.00 1la S00.00 [
e A e o e
Giials S " o 15 [REERCY [&-18]
sub-foml| 12 500000 £ 0000 _‘uie  aml

@ OF TAXATION
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Proportional Deduction

Where a taxable person registered under article 10 makes both taxable and
exempt without credit supplies he shall claim the input VAT incurred which is
attributable to both his taxable and exempt without credit supplies in the
proportion of his taxable to exempt without credit supplies.

° TAXABLE supplies

"H‘

EXEMPT W/O
CREDIT supplies

HOW MUCH SHOULD WE CLAIM?

MALTA
INSTITUTE
OF TAXATION

© Malta Institute of Taxation 2023
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Proportional Deduction
In terms of [tem 5 to the Tenth Schedule of the VATA:

1.  Any input tax of a person registered under article 10 for a tax period
which is exclusively attributable to supplies to which article 22(4)
applies shall be allowed as a credit for that period,

2. Any input tax which is exclusively attributable to supplies other than
those referred to in paragraph (1) shall not be allowed as a credit;

3. Any input tax for a tax period which is attributable both to supplies to
which article 22(4) applies and also to other supplies shall be partially
allowed as a credit for that tax period.

MALTA
INSTITUTE
OF TAXATION
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Proportional Deduction _

A fuel service station operator, apart from selling fuel and car accessories, sells
car insurances.

His annual turnover from fuel and car accessories amount to €600,000 whilst his
turnover from sale of insurance policies amounted to €200,000.

* He purchased:

= A computerised system to be utilised for both operations;

= Refurbished a small office from where he sells insurances;

= [nstalled a fuel leak detector system for the station fuel storage tanks

INSTITUTE
OF TAXATION

MALTA

© Malta Institute of Taxation 2023
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Proportional Deduction _

QUESTIONS:

1. Isinput VAT incurred, fully deductible?
2. If not, indicate which input VAT is deductible and which is not?

INSTITUTE
0 OF TAXATION

© Malta Institute of Taxation 2023
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m Credit

1 =

WML rersca e I T
Accessories Supplies
_ i
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Proportional Deduction
How to calculate the Partial Attribution ratio:;

In terms of Item 6 to the Tenth Schedule of the VATA:

A. The total value of supplies to which article 22(4) applies made by that person
during all the tax periods ending during a calendar year, divided by the total
value of supplies made by that persons during those tax period;

Total Value of Qualifying Supplies
made during a calendar year

Partial =
Attrlblflt'on Total Value of All supplies made [\ " MALTA
ratio during a calendar year o] BOTOE

© Malta Institute of Taxation 2023
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Proportional Deduction
How to calculate the Partial Attribution ratio:;

When calculating the partial attribution formula, the following
values must be excluded from the value of the supplies made by
that business:

I.  The value of any supply of capital goods used in his economic
activity;

[I. The value of self-supplies;

l1l. The value of any supply which is not made by a taxable person

acting as such

© Malta Institute of Taxation 2023
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Proportional Deduction
How to calculate the Partial Attribution ratio:

In terms of Item 6 of the Tenth Schedule to the VATA:

B. The result obtained under paragraph (A) shall be the definitive ratio for the
year referred to in that paragraph and the provisional ratio for the following
year;

INSTITUTE
0 OF TAXATION

© Malta Institute of Taxation 2023
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Proportional Deduction _
A fuel service station operator, apart from selling fuel and car accessories, sells
car insurances.
His annual turnover from fuel and car accessories amount to €600,000 whilst his
turnover from sale of insurance policies amounted to €200,000.
He purchased:
= A computerised system to be utilised for both operations;
= Refurbished a small office from where he sells insurances;
= |nstalled a fuel leak detector system for the station fuel storage tanks
5@ MALTA
INSTITUTE
0 OF TAXATION
Malta Institute of Taxation 2023
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Proportional Deduction
How to calculate the Partial Attribution ratio:

Partial
Attribution
ratio

49

Total Value of Qualifying Supplies
made during a calendar year

Total Value of All supplies made
during a calendar year

€800,000
X6 Yo
0 OF TAXATION
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Proportional Deduction
How to calculate the Partial Attribution ratio:

50

Definitive Ratio - 2022

Provisional Ratio - 2023

55 s
INSTITUTE
0 OF TAXATION

© Malta Institute of Taxation 2023
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Proportional Deduction

How shall we calculate the Partial
Attribution ratio for 20237

~ 7
‘ T .‘ MALTA

I :\ INSTITUTE
[ OF TAXATION

© Malta Institute of Taxation 2023

Proportional Deduction
How to calculate the Partial Attribution ratio:;

In terms of Item 6 of the Tenth Schedule to the VATA:

C.

The input tax credit of that person for each tax period ending during a
calendar year shall be calculated provisionally by multiplying the value of the
input tax of that person for that tax period by the provisional ratio;

During the period form January to March 2023, a taxable person incurred €10,000 of VAT.
Assume, that the definitive ratio for 2022 is 75%.

o _;"
sl MALTA

‘.. \:\ INSTITUTE
T // OF TAXATION

T

€10,000 x 75% = €7,500

© Malta Institute of Taxation 2023
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Proportional Deduction
How to calculate the Partial Attribution ratio:

In terms of Item 6 of the Tenth Schedule to the VATA:

D. The total input tax credit of that person for all tax periods ending during a
calendar year shall be calculated definitively by multiplying the total input
tax for those period by the definitive ratio for that year;

For year ending 31 December 2023, after recalculating the partial attribution ratio, it has
been determined that the definitive ratio for that year was 70%.

How shall we go about this?

N .‘ MALTA
INSTITUTE
OF TAXATION

€10,000 x 70% = €7,000

© Malta Institute of Taxation 2023

Proportional Deduction
How to calculate the Partial Attribution ratio:;

In terms of Item 6 of the Tenth Schedule to the VATA:

E. The difference between the total input tax for the tax periods ending during
a year calculated provisionally and the definitive calculation for that year
shall represent tax due by that person or deduction;

..shall be accounted for in the tax return for the first tax period that ends in
the year following that for which the provisional calculation was made.

-j;f_" MALTA
INSTITUTE
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Proportional Deduction
How to calculate the Partial Attribution ratio:

Initially, €7,500 of input VAT has been claimed in the VAT return covering from January to March
2023;

In principle, €7,000 of input VAT should have been claimed, since the definitive ratio for 2023 is
70%;

Therefore, as a result of the above, €500 is due to the Commissioner for Revenue (CfR)

v MALTA
INSTITUTE
0 OF TAXATION

© Malta Institute of Taxation 2023
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Proportional Deduction
When to adjust:

..shall be accounted for in the tax return for the first tax period that ends in the
year following that for which the provisional calculation was made.

The €500 has to be adjusted in the period
covering January to March 2024 - the first tax
period ending in the following year.

Adj in favour of Dept

Box 40 of the Malta |« ¢ 0
VAT Return ) e
1 OF TAXATION

Adj in your favour
€ 0
© Malta Institute of Taxation 2023
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Proportional Deduction _

A fuel service station operator, apart from selling fuel and car accessories, sells car insurances.

His annual turnover from fuel and car accessories amount to €600,000 whilst his turnover
from sale of insurance policies amounted to €200,000.

He purchased:
= A computerised system to be utilised for both operations;
=  Refurbished a small office from where he sells insurances;

= Installed a fuel leak detector system for the station fuel storage tanks

He incurred input VAT as follows:
= €4,000 on computerised system;

= €2 000 on the refurbishment; % MALTA
INSTITUTE
= €500 on fuel leak detector. (/) oF taxatio

© Malta Institute of Taxation 2023

Proportional Deduction
Calculate the total input VAT that the operator may claim.

» Refurbishment (Office — Insurance) NO RIGHT OF DEDUCTION
= Fuel leak detector FULL RIGHT - €500
» Computerised system €4,000 x 75% - €3,000

Malta Institute of Taxation 2023

%)
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0 OF TAXATION

04/05/2023
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Proportional Deduction

How to account for VAT in the Malta VAT return
using the partial attribution methodology.

INSTITUTE
0 OF TAXATION

© Malta Institute of Taxation 2023
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Proportional Deduction
Examples
ZD Ltd received a legal service from a legal firm established in Italy, amounting
to €5,000.
Erompd 1T Supgies of Conda and SuppEien of Serici whone sbomes i i fod e i 1 nea
; Fo it [ v
P || 00000 T s 20000 &
émumum .nenmuﬂm!luﬂu G‘MP:YIGM!IHGNIMNH;HEDMLM 4 | D-CO 1 i [ B 000
Rnn—?nml: £ 5,000.00 | 3 | .00
K doqusrons of Goods mmudng Capeal Goods 9 200 = 0.00 &
e e R B s = | wmk
IS dcquisition: of Caplal Goods | 1 000 | “ 0o
Rl S e B o o [ e = i g
% MALTA
INSTITUTE
0 OF TAXATION
Malta Institute of Taxation 2023
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Proportional Deduction
Examples

ZD Ltd received a legal service from a legal firm established in Italy, amounting
to €5,000. Such services are considered to be a general cost.

Assume that ZD Ltd recovers input VAT on a PA basis and its provisional ratio is 60%

| |l

=] 200000 | T 90300

000 7 oan .
nm

L .00 w 200w
| 5000 T e300

K& Aequisons of Gooss sk IR Gods

10 a0 N ELTIE

12 Acqubibons ef Capnal Gaods
00 % 200 |W

Deods and Sarcoes Racsted whers Saos of Suzply s Mata
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Proportional Deduction
Alternative method of Partial Attribution

In the absence of any such transactions refer to, or where they were
insignificant in amount, the deductible proportion shall be
estimated provisionally, under the supervision of the tax
authorities, by the taxable person on the basis of his own forecasts.

Direction is to be given by a notice in writing

)
INSTITUTE
0 OF TAXATION
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Capital Goods Scheme

A taxable person is entitled to deduct input VAT incurred on the acquisition of
capital goods at the time of acquisition.

Over the life of the asset, there may be situations whereby the asset is used for
different purposes or possibly the business of the taxable person changes which
might lead to an unjustified advantage or disadvantage relating to the amount
deducted initially by the taxable person.
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Capital Good Scheme
Definition — Article 2(1) of Subsidiary Legislation (S.L.) 406.12

= ‘Capital Good' refers to all tangible fixed assets which can be used on a long-
term basis as working tools or other means used for the carrying on of an
economic activity;

=  Small equipment, working tools, office furniture and packaging materials
(even if they can be used more than once);

=  Where their price, or open market value, is less than €1,160 are not
considered to be capital goods.
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Capital Good Scheme

Input tax on capital goods means input tax on operations related to the

realisation, the transformation or the improvement of capital goods.

The following is not considered as input tax on capital goods:

A. Input tax paid on the repair or the maintenance of capital goods as well as
the purchase, the intra-Community acquisition or the importation of spare
parts used for such operations;

B. Input tax paid for the renting of capital goods, and more generally input tax
paid for the giving up or the granting of the use of such goods.
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Capital Good Scheme

For the purposes of these regulations, unless the context otherwise requires —

“period of reference” means, in the case of:

= Capital goods (excluding immovable property), a period of five (5) years; and
= |Immovable property, a period of twenty (20) years
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Capital Good Scheme
What is the Capital Goods Scheme?
= The Capital Good Scheme is a mechanism for regulating the amount of
Value Added Tax reclaimed over the adjustment period of a capital goods.
=  Adjustments to input tax that have been claimed on capital goods arise as a
result of changes to the intended use of the asset on which a deduction was
taken. A change involving an alteration to the nature of the use of a capital
asset will trigger an adjustment.
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Capital Good Scheme

How does it work?

Initial deduction of
input VAT on capital
good according to
manner and extent
of right of deduction

Circumstances
which triggers an
adjustment to the

initial deduction
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Circumstances which trigger an adjustment to the input

= Change in use of capital good (e.g. private use or not attributable to

= Change in the elements used for calculation of the deducted input vat

= Capital good ceases to exist within the framework of the enterprise

= Taxable person becomes a non-taxable person or only carries operations
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Capital Good Scheme
taxon CG
taxable activity)
in respect of which the VAT is not deductible
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Thank you

Brandon Gatt
Email. bg@zampadebattista.com
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