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The ltalian government (the “government”) has made several changes in recent years to the
territorial scope of VAT rules on the supply of services relating to leasing and chartering of yachts

(the “VAT Territoriality Rules”), in order to make them user-friendly and compliant with EU law.

OVERVIEW AND BACKGROUND

"The new amendments

A S The legislative changes to the VAT Rules are as follows:

address objections from

e Burersoas e Article 1, paragraphs 725 and 726, of Law no. 160/2019 (the “2020 Budget Law”);

Commission which had  Article 48, paragraph 7, of Decree-Law no. 76/2020 (the “Simplification Decree”);
commenced legal and

proceedings claiming

e Law no. 178/2021 (the “Budget Law 2021").

that Italy had been
incorrectly applying
VAT Territoriality

Rules."

These changes have primarily been enacted to address objections from the
European Commission (the “Commission”), which had commenced legal
proceedings claiming that Italy had been incorrectly applying the territorial scope

criteria of Directive 2006/112/EC (the “VAT Directive”). The VAT Directive states that,

for short-term hired transport, the place of supply is the place where the transport is
actually used by the customer, whereas Italy had been using a flat-rate criteria (based on percentages of presumed use according
to the length and propulsion of a yacht) to assess whether a leased or chartered yacht fell within the territorial scope of Italian
VAT. As a result, the Commission alleged that Italy was failing to comply with Article 56 (which establishes the deemed place of
supply and the definition of “short-term hiring”) and Article 59 (which establishes the deemed place of supply for a number of
activities) of the VAT Directive.

THE BUDGET LAW 2020

From 1 April 2020, the 2020 Budget Law replaced the flat-rate calculation method (described above) with a criteria similar to the

VAT Directive and based on where the chartered or leased yacht was actually being used by the customer.

THE SIMPLIFICATION DECREE
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The Simplification Decree postponed the application of the provisions in the 2020 Budget Law to transactions carried out from 1

November 2020.

The Simplification Decree also extended the scope of application of the provisions in the 2020 Budget Law — which had originally

applied only to B2B short-term services — to B2C long-term services (i.e. services lasting more than 90 days).

IMPLEMENTATION

"The ltalian Revenue

Agency has provided The Italian Revenue Agency has provided, by Measure no. 341339 of 29 October

clarity on how to 2020, clarity on how to demonstrate that a leased or chartered yacht’s place of

demonstrate that a actual use by the customer is outside the EU.

leased or chartered
chht’s plqce of actual For short-term and long-term services, at least one of the following pieces of

use by the customer is evidence must be provided:

outside the EU."
i. data and information obtained from the satellite navigation or transponder

systems (e.g. an Automatic Identification System);

ii. digital photographs of the yacht’s point for each week of navigation as detected by any device and taken at a frequency

of at least two per week of navigation;

iii. documentation (e.g. invoices, contracts, fiscal receipts and related means of payment) proving that the yacht is

moored in ports located outside the EU; or

iv. documentation (e.g. invoices, contracts, fiscal receipts and related means of payment) proving that goods and/or

services were purchased from commercial establishments located outside the EU for use outside the EU.
For long-term services only, evidence of actual use outside the EU is provided through the following:
i. the leasing, financial or charter contract, or a similar document; and

ii. the hard copy of the digital data from the yacht’s navigation journal, the yacht’s official logbook or the yacht’s fully
certified logbook.

THE BUDGET LAW 2021

The Budget Law 2021 further addressed the subject of the VAT Rules by establishing that actual use of a pleasure boat outside

the EU must be supported by evidence and a declaration made by the user of the boat .

To this end, as of 14 August 2021, the Revenue Agency has introduced a requirement for a declaration issued by a purchaser
that allows a supplier to issue invoices for payment on account with partial exclusion of tax (the “preliminary declaration”). The
preliminary declaration is only required if advance payment invoices are issued and the supplier has no certain references

regarding the actual use of the yacht in EU member state territorial waters.
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At the end of each calendar year, and by 31 January of the following year, users must

submit a new declaration (the “final declaration”). In the final declaration, the user "The Budget Law 2021

certifies the actual use of the yacht in EU territorial waters, on the basis of which the established that actual

use of a pleasure boat

supplier shall, if necessary, issue a variation note (pursuant to Article 26 of
outside the EU must be

Presidential Decree no. 633/1972), without application of interest and penalties.
supported by evidence

and a declaration made

CONCLUSION

by the user of the

boat."

The legislative changes discussed above have been welcomed in Italy and form part

of a broader international drive to standardise and clarify global tax regimes to aid

transparency and anti-avoidance measures.
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Disclaimer

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number 0C312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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