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GST Rate Change
With the ratification of the Sixth Amendment to the Goods and Services Tax Act (Law
Number 20/2022) on 22 November 2022, the expected increase in the GST rate change

has come into force.

As per the Amendment, from 1 January 2023 the changes to GST rates will come into

effect and will be as follows:

General Sector Tourism Sector

6% —— 8% 12% —— 16%
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Hence, with almost a month left, itis essential that businesses registered for GST are aware
of these changes and ready to navigate through the resulting implications, from both an

administrative and compliance perspective which is looked at below.

Are you applying the correct rate?
Businesses registered for GST should charge GST at the prevailing rate at the time of
supply. Generally, the time of supply is the earlier of:

* When an invoice in respect of the supply is issued or;

*  When a payment in respect of the supply is received

This means, if the time of supply occurs for a good or service prior to 1 January 2023,
GST must be charged at the current rate of 6% for General Sector and 12% for Tourism

Sector, respectively.
Similarly, if the time of supply occurs for a good or service on or after 1 January 2023,

GST must be charged on the supply at the new rate of 8% for General Sector and 16% for

Tourism Sector, respectively.
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Example

You are in the business of operating a tourist resort. You have received a booking for the

second week of January 2023. An advance payment of USD 2,000 was collected for the

booking on 15 December 2022 upon confirmation. An invoice for the remaining amount

together with additional charges equivalent to USD 1,000 will be raised upon guest checkout

on 14 January 2023.

What is the applicable GST Rate?

GST on the advance payment

Advance payment date: 15 Dec 2022
Time of supply: Triggered prior to 1 Jan 2023

Applicable rate: 12%

Output tax: 2,000x (12/112) = 214.29

GST on the invoice raised at check out

Invoice date: 14 Jan 2023
Time of supply: Triggered after to 1 Jan 2023

Applicable rate: 16%

Output tax: 1,000x (16/116) = 137.93

It is often asked, what if a contract is entered into prior to 1 January 2023 but no invoice is

received nor a payment is made prior the rate change date or what if a service is actually

supplied after the rate change date while part payment s received beforehand or an invoice

has already been raised. The answer to all those questions is, follow the time of supply rules

as explained above.

Failure to adhere to the time of supply rules as described above may result in incorrect

application of GST rates resulting in increased compliance costs.
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Nevertheless, keep in mind that it is also likely that the MIRA will enforce Regulations to
address transitional issues, especially situations where businesses deliberately issue tax
invoices deviating from normal practices to enjoy the lower tax rate. Likewise, in future
GST Audits, it is expected that the auditors will further scrutinise payments received, and
invoices raised during the period between the passing of the Amendment and the effective

date of rate change.

Other Considerations
In addition to the application of the correct rate, below listed are few additional points that
GST registered businesses may take into account:

*  Bring about the necessary changes to the accounting and invoicing systems in order
to implement the rate change from the cutoff date and incorporate the same to
point of sale billings.

x  Ensure that price display requirements are met inclusive of the new GST rate.

*  Update advertisements (brochures, websites, social media posts that display prices).

* Review existing contracts to identify whether the rate change is to be borne or

charged by the business.
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Contact us

If you have any specific questions relating to this publication, feel free to contact one of

the following members of our team:

Madeeh Ahmed

Partner

Madeeh is a chartered accountant and leads the firm's tax advisory

practice. During his tenure at the Maldives Inland Authority as
the Director of Audits, he has gained an expansive insight into the
critical issues that arises in tax audits in the Maldives. His current
practice involves providing tax advisory services on multi-million
dollar investments and cross-border transactions of multinational

corporationsandadvisingon effective structuringoftaxresponsibilities.

. madeeh@ctlstrategies.com

Zaina Zahir

Senior Associate

Zaina specialises in advising clients on a broad range of tax matters

with a particular focus on international taxation, transfer pricing,
withholding tax and effective tax management. During her time with
us, Zaina has also delivered income tax training sessions to large

corporations.

. zaina@ctlstrategies.com
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ABOUT US

CTL Strategies is a multi-disciplinary law firm registered in the Maldives. We advise
Fortune 500, FTSE 100 and S&P 500 companies, the world’s top hotel chains, some
of the Big Four audit firms, the world’s leading not-for-profit organisations, local and
international banks, financial institutions, government bodies, and high-net-worth

individuals investing in all sectors and industries in the Maldives.

We arerankedinthe 2022 edition of Chambers Global Guide, and asa Recommended

Firm by Asia Law Profiles in the area of General Business Law.
ctistrategies.com

8th Floor, H. Thuniya

Boduthakurufaanu Magu

Male’' 20066, Maldives

ask@ctlstrategies.com

+960 795 6996

This publication is intended for informative purposes only, and is designed to give a general overview of the issues discussed. Any
information presented or opinion expressed should not be taken as legal or tax advice. Readers are advised to seek professional

advice prior to taking any action on issues dealt with in this publication.
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