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Example of a  Financial Leasing for the acquisition of a yacht and consequential payment of VAT on the value thereof. 

We are assuming for the purposes of this advice that:

1. The value of the yacht is that of Euro 5,500,000;

2. The yacht is going to be imported for free circulation into the EU and is currently registered under the UK flag;

3. The yacht has not as yet been acquired by client;

4. The Lenght Overall of the yacht is over of 25mtrs.

We are pleased to set out the possibility of applying for the Financial leasing Scheme with the VAT Department of the Government of Malta for the purposes of obtaining a VAT paid certificate for the yacht after the payment of an effective rate of VAT of 5.4% on the value of the yacht.

Financial Leasing Scheme

According to the Financial Leasing Scheme issued by the VAT Department the craft will be leased by the lessor to the lessee in return for a consideration. At the end of the lease, which may be from 1 year to 3 years long, the lessee may (and will inevitably) opt to purchase the craft at a percentage of the original price. Payment of 18% VAT will be made on only a portion of the lease payment, which in this case will be 18% VAT on only 30% of the lease payment (bringing it to an effective rate of VAT of 5.4%). 

For the financial leasing scheme to apply, the lessor will have to be a Maltese company which will own the yacht and which will lease said yacht to any Maltese or non-Maltese person or company. Once the yacht is bought by the Maltese company, the Maltese company will register the boat under the Maltese Flag.

Prior to the commencement of the Scheme, one is required to obtain the prior approval in writing from the VAT Department in Malta in order to obtain confirmation of the applicable reduced rate of VAT, as well as a confirmation regarding the declared value of the craft. 

Once the VAT Department approves the financial leasing arrangement, then the whole set up can come in place. For the purposes of this particular yacht, it is advisable to have the Maltese company (lessor) acquiring the yacht from the third party company and then leasing said yacht to the client's company or to the client himself (personally) or to any other company or entity as directed by client.

· The effective rate of VAT applicable upon the importation of the yacht into Malta is that of 5.4%. 

· Such VAT on the value of the yacht shall be paid in accordance with the schedule presented hereunder. 

· Payments of VAT will be made by the Maltese company (lessor) to the VAT Department in Malta.

· The yacht must come to Malta, possibly at the beginning of the lease agreement. 

· An initial contribution shall be paid by the lessee to the Lessor amounting to 50% of the value of the yacht, and VAT at the reduced rate shall be payable thereupon. 

· The lease instalments shall be payable every month.

· The lessor is expected to make a profit from the leasing agreement over and above the value of the yacht. (You should note that these financial transactions are however book entries and no real transfers of cash need take place).

· At the end of the lease, which may be from 1 year to 3 years long, the Lessee (being the client or his company as instructed) will purchase the yacht for 1% of the original value of the yacht, and this payment will be subject to 18% VAT.

· Once the lessee purchases the yacht at the end of the lease, a VAT Paid certificate will be issued to the lessee.

By way of example, we are hereby setting out our calculations which are being made on the basis of a one year lease period. It is at client's discretion to choose to effect VAT payments over a period of 3 years instead of 1 year to further ease cash flow.

	Type of yacht 
	% of lease subject to VAT 
	Effective rate of VAT 

	Yachts over 24 metres in length
	30%
	5.4%

	Sailing yachts between 20.01 and 24 metres in length
	40%
	7.2%

	Motor yachts between 16.01 and 24 metres in length
	40%
	7.2%

	Sailing yachts between 10.01 and 20 metres in length
	50%
	9%

	Motor yachts between 12.01 and 16 metres in length
	50%
	9%


Taking the first type of craft as an example, a sailing yacht over 24 metres in length will now be presumed to have sailed in EU waters for 30% of the time during which it was lease-purchased and therefore the VAT payable on the lease is the normal rate of VAT (18%) but only for 30% of the duration of the lease, i.e. 5.4% VAT on the value of the lease-purchase.

Calculations (in EUR)
Value of the yacht: 
5,500,000

Increment Value: 
275,000 (In order to comply with the terms of the scheme one will have to increment the value of the yacht with a slight profit on the lease value. We are calculating the increment at a rate of 5% of the value of the yacht. (The values given below will change in case the increment percentage is increased).

Leasing Value:
5,775,000










VAT Payments
(1) Down Payment:
 (being 50% of the leasing value of the

 yacht – Payable upon the commencement

 of the leasing arrangement))
= 2,887,500

5.4% VAT of 2,887,500
 




   155,925
(2) Instalments:

The subsequent VAT payments are calculated on a monthly 

basis. The remaining value of the yacht is split over a period 

of 12 months and VAT at the reduced rate is then paid on 

such value per month.

Therefore:

2,887,500 (remaining value of the yacht) ÷ 12 months 

= 240,625 

240,625 * 5.4% VAT = 


           12,993.75 (payable 

every month for 12 

consecutive months)
(3) Redemption
In order to complete the Financial Leasing Scheme, the 

yacht will have to be transferred from the lessor (the Maltese 

yacht owning company) to the lessee, which can be the 

beneficial owner of the yacht or another company, and 

the Lessee will have to pay VAT at a rate of 18% on 1% 

of the value of the yacht:

Therefore: 1% of  5,500,000 = 55,000 

55,000 @ 18 % VAT = 



 
              9,900 

Total VAT Payments =





321,750 






This brings a total VAT incidence of 5.85% on the value of the yacht.

Once the total VAT payments are made, the scheme would be completed and a VAT paid Certificate is granted by the VAT Department.

