VAT GENERAL INFORMATION FOR BUSINESSES
ELECTRONIC SERVICES PROVIDERS

These notes are intended for persons who providetighic Services and who are
either established in Malta or established outgideEuropean Union (EU).

Electronic services are defined as services rgamnwebsite supply, web-hosting,
distance maintenance of programmes and equipmepy|ysof software and updating
thereof, supply of images, text and informationd anaking databases available,
supply of music, films and games, including gameshance and gambling games,
and of political, cultural, artistic, sporting, entific and entertainment broadcasts and
events, and the supply of distance teaching.

Where the supplier of a service and his customerneonicates via electronic mail,
this shall not in itself mean that the service perfed is an electronic service.

Electronic Services supplied to a taxable person bg person established in or
outside the European Union

The place of supply of electronic services is iis ttase always the place where the
customer is established. This rule applies no matteere the supplier is established
(whether inside or outside the EU).

In the context of this write up, “Taxable perseneans a person who carries on an
economic activity, whatever the purpose or theltedithat activity (economic activity
is further defined in article 5 of the VAT Act).oFthe purpose of establishing whether
a customer is a taxable person or not, the supplgar require documentary evidence
that his customer is carrying on an economic agtive.g. his VAT identification
number.

Consequently, if you are a supplier of electromio/ges and you are established and
registered in Malta under article 10 then
- you must not charge VADn these services if your customer is established
outside the EU or is a taxable person establishatother member state;
- you must charge VADnN these services (unless a specific exemptiohegppo
any taxable person who is established in Malta.

If on the other hand, being a person registeretMaita under article 10, you are

receiving an electronic service from a supplieramother member state or from a
supplier established outside the EU, that serngageemed to take place in Malta and
therefore Maltese VAT is due on it. In any caseyermever your supplier is

established, you are to account for the VAT dugaar trade records and pay the
amount by declaring it in your next VAT Return undke Reverse Charge Rule
(unless a specific exemption applies).

The Reverse Charge Rule means that the custometohdsclare the electronic
services and the relative output VAT due and tHamcthe tax back as a deduction
thus resulting in a zero balance. The whole amaunay only be claimed as a
deduction if all these services are acquired fairess use and you have a full right



to deduct VAT. Otherwise the customer may clainskbas a deduction only that
input VAT related to the part of the service thaswor business use that opens a
right to deduct and has to pay VAT on the remaimag of the service.

If you are a taxable person not registered underi@rin0 (because you are providing
exempt without credit goods or services or becayme are a small undertaking
falling below the established turnover threshold aggistered under article 11) and
you receive an electronic service from any supm&iablished outside Malta, then
you have to pay the VAT due to the Commissionendtylater than the fifteenth day
of the month following that during which it beconasargeable.

Electronic Services supplied to a non-taxable persoby a person established in
the European Union

In the case of a non-EU customer the place of supplelectronic services is the
place where the non-EU customer is establisheder&/the customer is established
in the EU, the supply of electronic services is fhace where the EU supplier is
established.

Consequently, if you are a supplier of electromio/ges and you are established and
registered in Malta under article 10 then
- you must not charge VADn these services if your customer is established
outside the EU;
- you must charge VADN these services (unless a specific exemptiohegppo
0 Any non-taxable person (including a non-taxablealggerson) who is
established in Malta
o0 Any non-taxable person (including a non-taxable alegerson)
established in another member state.

Electronic Services supplied to a non-taxable persoby a person established
outside the European Union

A person who is established outside the EU whoipesvelectronic services &énon-
taxable person (including a non-taxable legal person) who is established in a member
state of the EU, normally has to register in that member statewvéieer, as this person
may supply such services to many customers inrdiftemnember states, a scheme has
been set up to avoid registration for VAT in eacbrvber State.

This scheme allows such a person (known as the Bétablished Taxable Person
(NETP)) to register in any Member State of his choi The Member State of
registration is known as the Member State of Ideation.

The NETP would then charge VAT according to the r@pplicable in the Member
State of consumption i.e. where his customer igbéished. Therefore he may have
to charge at the different rates applicable indifierent Member States.

A NETP who is established outside the EU and whaoshs Malta as his place of
Identification has to apply to the Commissioner Rdvenue by electronic means



stating when his taxable activity commences. Hmukhalso furnish the following
information:

(a) Name

(b) Postal address

(c) Electronic addresses, including web sites

(d) National tax number, if any

(e) A declaration that he is not identified for valudgdad tax purposes within the

Community.

He shall notify the Commissioner electronically it thirty days of any changes in
the information submitted or if the activity ceaseshanges to the extent that he no
longer qualifies for the special scheme.

The Commissioner shall identify the non-establisteedable person by means of a
VAT registration number notified to him by electromeans.

The non-established taxable person shall submibhéoCommissioner by electronic
means a value added tax return for each calendatequvhether or not electronic
services have been supplied. The return shalubmgted within 20 days following
the end of every calendar quarter.

The value added tax return shall be made out ia and payment of tax due shall be
made to a bank account denominated in euro, ddsidjy the Commissioner.

The non-established taxable person shall keepdsdorsufficient detail to enable the
tax administration of the Member State of consuoptio determine correct VAT
due. These records shall be made available eléecaibn on request to the
Commissioner and to the Member State of consumpatiwhshall be kept for a period
of 6 years from the end of the year when the tretrmawas carried out.

The Commissioner shall cancel the registration mba-established taxable person if:
(a) He is notified that the NETP no longer supplies&tmic services, or
(b) It can be otherwise assumed that his taxable desvihave ended, or
(c) He no longer fulfils the requirements necessaryéoallowed to use the
special scheme, or
(d) He persistently fails to comply with the provisionslated to the special
scheme.

The Mini-One Stop Shop

As from 1 January 2015, the present online scheorethie registration and
submission of VAT returns connected to electromycalipplied services shall be
extended to telecommunications services and radid t@levision broadcasting
services (hereinafter “broadcasting services”).

“Telecommunications services” shall mean servicelating to the transmission,
emission or reception of signals, words, images smghds or information of any
nature by wire, radio, optical or other electromatgnsystems, including the related
transfer or assignment of the right to use capdoitysuch transmission, emission or



reception, with the inclusion of the provision ofcass to global information
networks.

“Radio and television broadcasting services” simgllude services consisting in audio
and audio-visual content such as programmes whepravided via communications
networks by and under the editorial responsibitifya media service provider for
simultaneous listening or viewing to the generaljguon the basis of a programme
schedule.

From the same date, the place of supply of telecomcation services and
broadcasting services to non-taxable persons beathe same as for electronically
supplied services namely the place where the custos established, has his
permanent address or usually resides

However, in order to facilitate the practical implentation of this rule and for legal
certainty, in special circumstances, European Coumplementing Regulation No
282/2011 provides that the place where the cust@restablished, has his permanent
address or usually resides shall be presumed &s ballows:

o0 Where such services are supplied from a locatiah s1$ a telephone box, a
telephone kiosk, a wi-fi hot spot, an internet caféestaurant or a hotel lobby
where the physical presence of the recipient ofs#r@ice at that location is
needed for the service to be rendered to him btysiaplier, such presumed
place shall be the place of that location and #eise is effectively used and
enjoyed there;

o |If location is on board a ship, aircraft or traiarrying out a passenger
transport operation within the Community, the plaball be the country of
departure of the passenger transport operation;

o0 Where such services are supplied to a non-taxadisop via his fixed land
line, the presumed place shall be the place odlilasion of the fixed land line;

0o Where such services are supplied through mobilevorés, the presumed
place shall be the country identified by the molaeintry code of the SIM
card used when receiving those services;

o0 Where such services supplied require the use etader or similar device or
a viewing card and where a fixed land line is ns¢d) the presumed place
shall be the place where that decoder or similaicédeis located, or if that
place is not known, the place to which the viewsagd is sent with a view to
being used there;

o0 Where such services are provided by a taxable pesting in his own name
together with accommodation in the hotel sectomosectors with a similar
function, such as holiday camps or sites develdpedise as camping sites,
these services shall be regarded as being sumiliédse locations.



However the first five presumptions shown above tayebutted by the supplier if
he has three pieces of non-contradictory eviderama fist below, indicating that the
customer is established, has his permanent addressially resides elsewhere:

(a) the billing address of the customer;

(b) the Internet Protocol (IP) address of the devised by the customer or any
method of geolocation;

(c) bank details such as the place where the berduat used for payment is and the
billing address of the customer held by that bank;

(d) the Mobile Country Code (MCC) of the Internaiab Mobile Subscriber Identity
(IMSI) stored on the Subscriber Identity ModuleNi$kcard used by the customer;

(e) the location of the customer’s fixed land ltheough which the service is supplied
to him;

(f) other commercially relevant information.

A tax administration may rebut these presumptiolere there are indications of
misuse or abuse by the supplier.

Disclaimer:

Please be advised that the information in these ned is provided as guidance.
The notes are simply guidelines and not legal docuents providing legally

binding rulings. If you require more precise information on how to implement
VAT legislation in specific special situations, kidly contact the VAT

Department or consult documents available in the sxial section for Tax
Professionals at the VAT Department’s website .
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