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Foreword

These guidelines have been developed with the aim to shed light on the application
of Sections 5(4), 9(9)(a), 12(6) and 12(7) of the Value Added Tax Act relating to the
supply of any of the goods specified in Part | and Part Il of the Seventh Schedule to the
Value Added Tax Act.

It also clarifies on the application of Section 9(9)(b) of the VAT Act relating to prepaid
cards in respect of any services.

These guidelines are for information only.

For the legal provisions, you may consult the Value Added Tax Legislation. The law
relating to VAT is contained in the Value Added Tax Act and the Value Added Tax
Regulations 1998 as subsequently amended and are available on the website of the
MRA.

Mauritius Revenue Authority
Ehram Court, Cnr Mgr Gonin & Sir Virgil Naz Streets, Port Louis
Tel: 207 6000 | Fax 211 8099

Email: headoffice@mra.mu

Website: www.mra.mu




1. Vat Treatment of goods specified in the Seventh Schedule
to the Value Added Tax Act

1.1 Introduction

VAT is normally chargeable at each stage in the production and distribution chain till
the sale is made by the final retailer to the end consumer. However, where a supply of
any goods specified in Part | and Part Il of the Seventh Schedule to the Value Added
Tax Act is made by a VAT registered person, VAT thereon is calculated, charged and
remitted to the MRA at the pointimmediately before retail stage i.e at wholesale stage.

The goods on which VAT is charged at wholesale stage are specified in the two Parts of
the Seventh Schedule to the VAT Act as follows:

Part Il

Part |

1. Liquified Petroleum Gas (LPG) 1. Motor Spirit and Gas Oils

2. Bars of Iron or Steel 2. Cigarettes containing tobacco

3. Portland cement

1.2 Difference in treatment

For the goods specified in Part | ( liquified petroleum gas, bars of iron or steel, portland
cement), the VAT charged at the wholesale stage is calculated on the value of supply
at the wholesale stage ( i.e wholesale price), and excludes the retail margin. No VAT is
charged on the retail margin.

In the case of the goods specified in Part Il ( Motor spirit and gas oils, Cigarettes
containing tobacco), the supply at the wholesale stage is treated as if it has taken place
at the retail stage and VAT on such supply is calculated on the wholesale value plus the
retail margin, i.e, on the retail selling price. VAT on the retail margin is collected and
paid at wholesale stage, whether or not the retailer is VAT registered.




The table below summarises the difference in VAT treatment:

Seventh Schedule Specified Goods VAT charged at VAT charged at
to VAT Act P wholesale stage retail stage
1. Liquified VAT charged on The same amount
Petroleum Gas cost + wholesale of VAT as charged
Part | 2 Bars of iron or margin f';\t wholesale stage
steel i.e. on cost +
wholesale margin
3. Portland cement only
1. Motor spiritand | VAT charged on The same amount
gas oils cost + wholesale of VAT as charged
Part Il 2. Cigarettes marg?n + retail aF wholesale stage
margin - l.e.on cost +

containing tobacco )
wholesale margin+

retail margin

Points to be noted

* The output tax to be charged by a VAT registered retailer to the consumer is the
same VAT amount that he suffered on the goods, at time of purchase, from the
wholesaler.

e The calculation of VAT amount to be shown in the VAT invoice issued by the
retailer is somewhat tricky. Due care must be exercised so that the customer is not
overcharged VAT.

* In the VAT return of the retailer, the output tax and input tax on the items specified
in the 7t Schedule is the same amount so that technically no additional VAT is
payable by the retailer on those items.




2. VAT charged at wholesale stage on items specified in Part |
of 7* Schedule

The wholesaler charges VAT normally to the retailer on the wholesale price of the
liquified petroleum gas, bars of iron or steel and Portland cement. There is no VAT on
the retail margin.

2.1 Example 1: Selling price of a bag (pochette) of cement at wholesale
stage

An importer/ wholesaler of cement sells cement bags to retailers at Rs. 120 per bag.

Calculation of VAT

The VAT charged on the wholesale price is as follows:

Rs
Wholesale price of a bag of cement 120 (cost + wholesale margin)
VAT thereon (15% of 120) 18
Selling price at wholesale stage 1_38
Note: The wholesale price is exclusive of the retail margin.
2.1.1 Tax treatment at wholesale stage

Rs
Turnover for income tax purpose 120
VAT
Value of taxable supplies 120
Output tax 18
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2.1.2 VAT invoice issued by a wholesaler of goods specified under Part 1 of the
Seventh Schedule

VAT INVOICE

Invoice No.: 001
Tel: xxx xxxx

Name of entity: Quincaillerie en Gro Co. Ltd.

Importer and Wholesaler in construction and hardware materials
Address: XXXXXXXXXXXXX

VAT Reg No.: xxxxxxx

BRN: xxxxxxxx

Name of client:
Address:

Client BRN:

Client VAT Reg No.:

Date Qty Description Unit Price Amount
Rs Cs Rs Cs
27.05.22 30 Bags of Cement 120 00 3,600 00
Subtotal 3,600 00
VAT 15% 540 00
Total 4,140 00
Note:

VAT is calculated on the wholesale price exclusive of the retail margin.
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2.1.3 Recording in the returns of a wholesaler

2.1.3.1 VAT Return

OtherNames | y y ) 4 1 1 ¢ ¢ ¢ 1 1 ¢ 1 1 4 1 01411y
Proportion of taxable supplies to total turnover (annual) ED:'OO %
OUTPUT] COLUMNA COLUMN B
1 Taxable supplies VALUE (Rs. only) VAT (Rs. only)
1.1 |Zero-rated supplies (Exports) = =z 1.1
1.2 |Zero-rated supplies other than exports 1.2
1.3 |Taxable supplies made to exempt bodies or persons 1.3
1.4 |Other taxable supplies . 1.4 . \
2 Deferred VAT on importation ... =5 xR
3 |Exempt supplies .. 5 T Line 1.4A
4 |Penalty on excess amount overclaimed Value = Rs. 3,600 Line 1.4B
T
5 Total 5 VAT a0
_ =Rs. 3.600%15%
INP Imports and Purchases — Rs 540
6 Taxable input on which input tax is allowed as a credit = B

2.1.3.2 Income Tax Return

TRADING AND PROFIT AND LOSS ACCOUNT (See Note 3)
Local Foreign | Total

1 | Tumnover / Gross Income- 1

1.1 Tunaver other than those specified at 1.2, 1.3, Hbﬁjr//%—“"‘
13 I Turnover other than those specified at 1.2, 1.3, 1.3

h 1.4 below = Rs. 3,600

14 K puritivs | 1.4

2 | Total Turnover / Gross Income 2

3 |Less:  Costof sales 3

- Gross Profit/(Loss) 4

Add Other Income

5 Dividends ]

6(a) Interest from Peer-to-Peer Lending platform B(a)

(b) Cther Intersst B(b)

7 Provision of specified financial services 7

8 Ships, aircrafts, locometives and trains, including rail leasing 8
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3. VAT charged at retail stage on items specified in Part 1 of 7t
Schedule

Section 12(6) of the VAT Act makes provision so that for liquified petroleum gas, bars
of iron or steel and Portland cement, no VAT is chargeable on the retail margin. The
retailer must charge the customer only the VAT that he suffered at the time of purchase
of the item at wholesale stage.

3.1 Example 2: Selling price of a bag (pochette) of cement at retail stage

Taking the cost of purchase of a bag of cement to be Rs. 120 as in example 1 and
assuming the retail profit margin thereon is Rs. 10, VAT would be calculated at retail
stage as follows -

Rs
Purchase price of a bag of cement 120
VAT paid thereon (15% of Rs. 120) 18
Retail margin 10
Retail price charged to final consumers 748

Note:

As VAT is not applicable on the retail margin, VAT charged to end consumers would
be the same amount (i.e 15% of Rs. 120 = Rs. 18) as that paid at the time of purchase.

3.1.1 Tax treatment at retail stage

Rs
Turnover for income tax purpose 130 (inclusive of retail margin)
Value Added Tax
Taxable supplies 120
Output tax T8
Less: Input tax 18
VAT payable by retailer _0
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3.1.2 VAT Invoice issued by a hardware shop who is a VAT registered person

VAT INVOICE
Invoice No.: 100

Name of entity: Quincaillerie du Coin Co. Ltd. Tel: xxx xxxx
General Retailer in construction and hardware materials

Address: XXxXXXXXXXXXXX

VAT Reg No.: xxxxxxx

BRN: xxxxxxxx

Name of client:
Address:

Client BRN:

Client VAT Reg No.:

Date Qty Description Unit Price Amount
Rs Cs Rs Cs
30.05.22 30 Bags of Cement 130 00 3,900 00
Subtotal 3,900 00
VAT (15% * 3,600) 540 00
Total 4,440 00
Note:

e VAT at retail stage is calculated on the wholesale price (Rs. 3,600) exclusive of
retail margin

e Charging VAT of 15% of Rs. 3,900 = Rs. 585 is wrong and would amount to
overcharging the consumer by Rs. 45 of VAT.
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3.1.3 Recording in the returns of a retailer

3.1.3.1 VAT Return

OtherMNames | | ) § ¢ | 41 1 44 b0t 00 1tv 1 p g
Proportion of taxable supplies to total turnover (annual) D:D{]D %

OUTPUT] COLUMN A COLUMN B

1 Taxable supplies VALUE (Rs. only) VAT (Rs. only)
1.1 | Zero-rated supplies (Exports) 11

1.2 | Zero-rated supplies other than exporis 1.2

1.3 | Taxable supplies made to exempt bodies or persons = 1.3

1.4 |Other taxable supplies 1.4 = S

2 Deferred VAT on importation . — 12 | \\

3  |Exempt supplies .. Line 1.4A

4 |Penalty on excess amount overclaimed Value = Rs. 3,600 Line 1.4B
5 |Total 5 " 5 VAT =Rs. 3.600715%
1!51 UT| Imports and Purchases I =Rs 540
ﬁaxahle input on which input tax is allowed as a credit = T

3.1.3.2 Income Tax Return

TRADING AND PROFIT AND LOSS ACCOUNT (See Note 3)
Lacal | Foraign | Total

1 Turnover | Gross Income- 1

1.1 Tumover other than thoss specified &t 1.2, 1.3, 1.4 below —_____f_______._)-—-—--‘i"""_"'_ﬁ
12 Companies 12

13 Manufactuing Turnover other than those specified at 1.2, 13

halding an Inv 1.3, 1.4 below = Rs. 3,900

14 Higher Educatkerrr ST ————————————————— 1}

2 | Total Tumaver | Gross income 2

3 Less:  Costofsales 3

4 | Gross Profit/{Loss) 4

Add Other Income

5 Dividends 5

Bla) Interest from Pear-to-Pesr Lending platiorm Bia)

o) Cther |nterest )

7 Provision of specified financial services T

8 Ships. aircrafts, locomotives and trains, inciuding rall leasing 8
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4.VAT Charged at wholesale stage on items specified in Part I
of 7* Schedule

VAT on motor spirit and gas oils and cigarettes containing tobacco are charged at
wholesale stage on wholesale price plus retail margin.

4.1 Example 3: VAT Charged at wholesale stage on Retail Price

Assuming the wholesale price of a bundle of cigarettes (cost price + wholesale margin)
is Rs. 1910 and the retail margin is Rs. 50. The VAT to be charged by the wholesaler
would be calculated based on the wholesale price inclusive of retail margin, i.e, on the
recommended retail selling price as follows:

Rs
Wholesale price 1,910
Add: Retail margin 50
Retail selling price 1,960
VAT thereon (15% of 1,960) 294

Total amount charged at wholesale stage

Rs
Wholesale price 1,910
VAT thereon (15% of 1,960) 294
Total 2,204

4.1.1 Tax treatment at wholesale stage:

Rs
Turnover for income tax purpose 1,910
VAT

Rs
Value of taxable supplies 1,960
Output tax 294
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4.1.2 VAT invoice issued by a wholesaler dealing in cigarettes

VAT INVOICE
Invoice No.: 200

Name of entity: La Fumee Co. Ltd. Tel: xxx xxxx
Importer and wholesaler in tobacco

Address: Xxxxxxxxxxxxx

VAT Reg No.: xxxxxxx

BRN: xxxxxxxx

Name of client:
Address:

Client BRN:

Client VAT Reg No.:

Date Qty Description Unit Price Amount

Rs Cs Rs Cs
15.09.21 5 bundles | Cigarettes 1,910 00 9,550 00

Subtotal 9,550 00

VAT (15% * 9,800) 1,470 00

Total 11,020 00

Taxable value 9,800 00

Note

VAT at wholesale stage is calculated on the wholesale price inclusive of the retail
margin (i.e on retail selling price - Rs. 1,960*5 = Rs. 9,800)
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4.1.3 Recording in the returns of a wholesaler

4.1.3.1 VAT Return

OtherNames |} § § § § § 1 14 1 b 411 p g vt

Proportion of taxable supplies to total turnover (annual) D:D{}O %

ouTPUT| COLUMN A COLUMN B

1 Taxable supplies VALUE (Rs.only) VAT (Rs. only)

1.1 | Zero-rated supplies (Exports) 11

1.2 | Zero-rated supplies other than exports 1.2

1.3 | Taxable supplies made to exempt bodies or persons . 1.3

1.4 |Other taxable supplies 1.4 . i S

2 |DeferredVAT onimportation ... —17 B i \\.

3 |Exempt supplies .. Line 1.4A

4  |Penalty on excess amount overclaimed Value = Rs. 9,800 Line 1.4B

5 |Total - ; 5 VAT =Rs. 9.800°15%
=Rs 1,470

INPUT]| Imports and Purchases

|6 Taxable input on which input tax is allowed as a credit T

—

4.1.3.2 Income Tax Return

TRADING AND PROFIT AND LOSS ACCOUNT (See Note 3
Local Foreign | Tofal

1 Turnover | Gross Income- 1

.4 Tumwaruttmrh‘mﬁmmmﬁedahﬂ,13.%,____.__—-—-—-——"1'?‘7::."
13 Turnover other than those specified at 1.2,1.3, 1.4 i 13

below = Rs. 9,550

14 P —————————————————————— | 171117

P Total Turnover [ Gross Income 2

3 Less:  Costofsales 3

4 | Gross Profit/{Loss) 4

Add Other Income

5 Dividends 5

tia) Interest from Peer-to-Peer Lending platform fia)

&) Cher Inferest &)

7 Frovision of specified financial servicas T

8 Ships, aircrafts, locomatives and fraing, including rail leasing 8
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5.VAT charged at retail stage on items specified in Part Il of the
7' Schedule

For goods specified in Part Il (Motor spirit and gas oils, cigarettes containing tobacco)
VAT charged atthe retail stage amountsto the same amount of VAT charged at wholesale
stage as the VAT has been calculated based on the wholesale price, as includes the
retail margin (i.e. on retail selling price).

It therefore implies that VAT has already been charged on the retail margin at the
wholesale stage.

5.1 Example 4: Calculation of VAT on the selling price of a bundle of
cigarettes at retail stage

Rs
Purchase price of a bundle of cigarettes 1,910
Retail margin 50
VAT thereon [15% of (1,910 + 50)] 294
Amount charged to final consumers 2,254
5.1.1 Tax treatment at retail stage:

Rs
Turnover for income tax purpose 1,960
Value Added Tax:
VAT- Taxable supplies 1,960

Output tax
Less Input tax

VAT payable



5.1.2 VAT Invoice issued by a retailer dealing in cigarettes

VAT INVOICE
Invoice No.: 300
Name of entity: Famous Super Market Co. Ltd. Tel: xxx xxxx
General retailer
Address: Xxxxxxxxxxxxx
VAT Reg No.: xxxxxxx
BRN: xxxxxxxx
Name of client:
Address:
Client BRN:
Client VAT Reg No.:
Date Qty Description Unit Price Amount
Rs Cs Rs Cs
20.09.21 1 bundle |Cigarettes 1,960 00 1,960 00
Subtotal 1,960 00
VAT (15% * 1,960) 294 00
Total 2,254 00

Note

VAT at Retail stage is calculated on the Retail price.
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5.1.3 Recording in the returns of a retailer

5.1.3.1 VAT Return

OtherNames | | | | | g | | | | 1 1 1 | |

Proportion of taxable supplies to total turnover (annual) | | I |00 %

QUTPUT]
1 |Taxable supplies

1.1 | Zero-rated supplies (Exports)

1.2 |Zero-rated supplies other than exports

1.3 [Taxable supplies made to exempt bodies or persons
1.4 |Other taxable supplies

2 Deferred VAT on importation ..

.-'-P—'

11
12
1.3
14

COLUMN A
VALUE (Rs. only)

COLUMN B
VAT (Rs.only)

Y

3 Exempt supplies

4 Penalty on excess amount overclaimed

Line 1.4A

Value = Rs. 1,960

5,

Line 1.4B

VAT =Rs. 1,960%15%

5 Total 5
TNPUT] imports and Purchases =Rs 294
T%axabte input on which input tax is allowed as a credit I I
5.1.3.2 Income Tax Return
TRADING AND PROFIT AND LOSS ACCOUNT (See Note 3)
Local Foreign | Total

1 Turnover [ Gross Income- 1
1.1 Tumnover other than these specified at 1.2, 1.3, Mm/-t‘l" T T
1.2 12 |sasun v Lessiss
13 Turnover other than those specified at 1.2, 1.3, 1.4 13

below=Rs. 1,960 | | e P L
14 = J = —tailics | T | e b s
2 Total Turnover / Gross Income PR [P [ITE
3 Less:  Costof sales IR [ e N
4 Gross Profit/(Loss) & Laosssnn beemws b

Add Other Income

5 Dividends 3 | s b |
B(a) Interest from Peer-to-Peer Lending platform Gy s b lassas
(b) Other Interest BIBY | ssssnais |rsmmnisssn: | mapissatisasss
7 Provision of specified financial services T [PR— — —
8 Ships, alrcrafts, locomotives and trains, including rail leasing N | W | AN B
a I P A S R A LA A I &
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6.Prepaid cards - Section 9(b) VAT Act

Where prepaid cards in respect of any services are supplied at the wholesale stage, the
supplies are deemed to have taken place at the retail stage and the same treatment for
VAT applies as to those goods specified in Part Il of the Seventh Schedule of the VAT
Act.
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Extract of The Value Added Tax Act 1998

For the purposes of this guide, the relevant provisions of the VAT Act are reproduced
hereunder for ease of reference:

Section 5 - Time of supply

“(4) Where any goods specified in Part Il of the Seventh Schedule are supplied at the
stage in the chain of distribution immediately before the retail stage, the time of supply
of those goods shall, subject to subsection (1), be treated, for all intents and purposes,
as if the supply at the retail stage has taken place.”

Section 9 - Charge to VAT

“(9) Notwithstanding the other provisions of this section, where -
(a) any goods specified in Part Il of the Seventh Schedule; or

(b) prepaid cards in respect of any services,

are supplied at any stage in the chain of distribution immediately before the retail stage,
the supply shall be deemed to have been made at the retail stage and VAT on such
supply shall be charged on such value as includes the retail margin.”

Section 12 - Value of taxable supply

“(6) Where a supply of any of the goods specified in Part | of the Seventh Schedule is
made by a registered person -

a) at the stage in the chain of distribution immediately before the stage of retail, VAT
shall be calculated on such value of the supply as excludes the retail margin.

b) at the stage of retail, VAT shall be calculated on the value of the supply as specified
in paragraph (a).”

“(7) Where a supply of any of the goods specified in Part Il of the Seventh Schedule is
made by a registered person -

a) at the stage in the chain of distribution immediately before the stage of retail, VAT
shall be calculated on such value of the supply as includes the retail margin.

b) at the stage of retail, VAT shall be calculated on the value of the supply as specified
in paragraph (a)”
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