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Sailing: VAT Territoriality in Relation to Yacht Charter Services

Preface
This text aims to provide a description of Italian regulations in the matter of VAT in the 
sailing sector.

Given  the  complexity  of  the  matter,  however,  and  the  latest  amendments  introduced  in 
accordance  with  execution  of  European  Union  Directives,  other  measures  previously 
adopted  and  their  effects  which  will  be  expounded  in  subsequent  years,  this  report  is 
intended only as a mere introduction to regulations which could subsequently be integrated 
with  specific  further  analyses  in  relation  to  some  concrete  cases  in  point  that  should 
eventuate.

This text, taken in unison with a knowledge of  the same regulations in other European 
Union countries, should be considered a starting point for reflections and for verifying the 
degree of harmonization in the different territories.

References to Regulations
Regulations governing the application of VAT in Italy are contained, mainly, in the Decree of 
the President  of the Republic  (DPR) 26 October  1972, n.  633, which is  based on three 
assumptions: (i) objective, (ii) subjective and (iii) territorial.

Recently  the  abovementioned  DPR  n.  633/1972  was  amended,  in  accordance  with  the 
European Union Directive, with reference to the part governing the definition of criteria that 
identifies the prerequisites of territoriality and the supply of services to both B2B (Business 
To Business)1 and B2C (Business To Consumer); accordingly, in defining the general rule for 
all  the cited typologies apposite rules for such supply of services have been introduced, 
included therein are some related to the yacht charter sector2. 

1  It refers, in particular, to the case in which the charterer does not utilise the vessel for his own business purposes. The  
yacht charter service, in fact, is considered non-taxable with respect to VAT, as it is assimilated at the  supplies for 
exports,  where  the charterer  utilises  directly the  vessel  in  the performance  of  one of  the following  commercial  
activities (regulated by Art. 2 of the legislative decree 18 July 2005, n. 171): hiring or chartering; teaching sailing  
professionally;  diving centres  or  scuba diving training as  a  support  boat  for  practisers  of underwater  diving for  
recreational purposes [Cfr. Art. 8-bis, comma 1, lett. e), cited DPR n. 633/1972].

2  Legislative decree 11 February 2010, n. 18, adopted the Directive 2008/8/CE, of 12 February 2008, 2008/9/CE, of 12 
February 2008,  and  2008/117/CE,  of  16  December  2008,  which  amended  the  directive  of  2006/112/CE,  of  28 
November 2006, introduced in the cited DPR n. 633/1972 Articles 7-bis, 7-ter, 7-quarter, 7-quinquies, 7-sexies and 7-
septies, came into effect 1 January 2010.
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The supplies of yacht charter services are divided into three distinct cases:  (i) supply of 
short-term yacht charter services3 rendered to either type of charterer (B2B or  B2C), such 
case is regulated specifically by Art. 7-quater4; (ii) supply of  non short-term yacht charter 
services rendered to a non-taxable person (B2C), such case is regulated specifically by Art. 
7-sexies5; (iii) supply of non short-term yacht charter services rendered to an Italian taxable 
person (B2B), such case is regulated in general by Art. 7-ter6.

The objective of this  report  is  to provide a general  overview of Italian VAT regulations 
regarding the supply of yacht charter services (both short-term and non short-term) which 
have emerged subsequent to the abovementioned regulatory amendments, and in light of 
interpretations and indications supplied by the Italian Revenue Agency.

Short-term Yacht Charter Services
The supply of short-term yacht charter services is considered to have been effected in Italy 
where the vessel is put at the disposal7 of the charterer in Italian territorial8 waters and where 

3  By  short-term yacht  charter  services  is  intended  the  continuous  possession  or  use  of  the  means  of  transport 
throughout a period not more than ninety days [Cfr. Art. 7, comma 1, lett. g), cited DPR n. 633/1972].

4  Art. 7-quater, comma 1, lett. g) cited DPR n. 633/1972, provides that, in exception of what is established by cited Art.  
7-ter, comma 1, it is considered to have been effected within the territory of the country where « the provision of hire  
services, including leasing, hiring, and similar, short-term, of means of transport when the same means are put at the  
disposal of the consignee in the territory of the State, always with the proviso that they are used inside the European  
Union. Likewise, the supply is considered to have been effected in the territory of the country when the means of  
transport are put at the disposal of  the consignee outside European Union territory and they are used inside the  
territory of the State».

5  Art. 7-sexies, comma 1, lett. e), cited DPR n.633/1972, provides that, in exception of what is established by cited Art.  
7-ter, comma 1, lett. b), supply is considered to have been effected within the territory of the State «if rendered to  
non-taxable person lessees (omissis) the provision of hire services, including leasing, hiring, and similar, non short-
term, of means of transport when they are provided by the lessor established in the territory of the State and they are  
used inside the European Union. Likewise, where the supply is provided by taxable person lessors established outside  
the territory of the European Union it is considered to have been effected in the territory of the State when they are  
therein used.».

6  Art. 7-ter, comma 1, lett. a), cited DPR n. 633/1972, provides that the supply of services (generic) is considered to  
have been effected in the territory of the State «when they are rendered to taxable person lessees established in  
Italy.».

7  Art. 40 Regulation 15 March 2011, n. 282/2011, provides that «The place in where the means of transport is actually  
put at the disposal of the customer as referred to in Article 56 of Directive 2006/112/EC, shall be the place where the  
customer a third party acting on his behalf  takes psychical possession of it».  In particular Art.  56, paragraph 1, 
provides that the place of the supply of short-term hiring of transport shall be the place where the means of transport  
is actually put at the disposal  of the customer.

8  The Revenue Agency has clarified that “territorial waters” is intended to refer to those within a limit of 12 nautical  
miles from the coast, as inferred by Art. 3 of the United Nations Convention on the Law of the Sea and Art. 2, comma  
2, of the Italian Navigation Code” (Cfr. Resolution 22 July, 2009, n. 38/E).
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it is utilized within European Union territorial waters; equally, the supply of yacht charter 
services is considered to have been effected in Italy where the vessel is put at the disposal of 
the charterer outside European Union territorial water but used in Italian territorial water 
[Cfr. Art. 7-quarter, comma 1, let. e), cited DPR n. 633/1972].

On the contrary, supply of short-term yacht charter services is not considered to have been 
effected in Italy where:

a) the vessel is put at the disposal of the charterer in Italian waters but used outside 
European Union territorial waters;

b) the vessel is put at the disposal of the charterer outside European Union waters and 
likewise,  used  outside  European  Union  territorial  waters  or  in  European  Union 
territorial waters different from those of Italy;

c) the vessel is put at the disposal of the charterer within European Union territorial   
waters different from those of Italy, regardless of whose territoriality of the waters in 
which it is used (Italian territorial waters, European Union and non-European Union 
waters) (Cfr.  Circular  29 July 2011, n.  37/E and Circular 29 September 2011, n. 
43/E).

In consideration of the above, it is clear how the significance of the territorial waters in 
which the supply of the yacht charter services is effected depends on the territorial waters in 
which the vessel is put at the disposal of the charterer and in which the said will be used; 
instead,  the domicile  of the supplier  (owner)  and of  the charterer  is  irrelevant  as  is  the 
charterer VAT status.

Non Short-term Yacht Charter Services
The criteria to follow in order to identify the territoriality of the supply of  non short-term 
yacht charter services depends on the VAT status of the charterer, or rather on the typology 
of the relationship between the supplier (owner) and the charterer of the service supplied: 
B2B or B2C.

In fact, the supply of  non short-term yacht charter services rendered to an Italian taxable 
person is always relevant in Italy; in other words, in the presence of a B2B relationship, the 
charterer of which being an Italian taxable person, the supply of yacht charter services is 
territorially relevant in Italy regardless of the established domicile of the  supplier, or the 
territoriality of the waters in which the vessel will be put at the disposal of the charterer and 
in which the said will be used [Cfr. Art. 7-ter, comma 1, lett. a), cited DPR n. 633/1972].

It is not reciprocally taxable either in the case where yacht charter services is effected by an 
European Union or non-European Union taxable person, regardless of the territorial waters 
in which the vessel is put at the disposal of the charterer and in which the vessel is to be 
used.
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The supply of non short-term yacht charter services rendered to a non-taxable person (B2C), 
on the contrary, is considered to have been effected in Italy where its provision is rendered 
by an  Italian taxable person  and the vessel is to be used in European Union territorial 
waters;  equally,  the  said  supply  is  considered  to  have  been  effected  in  Italy  where  its 
provision is rendered by a non-European Union taxable person and where the use of the 
vessel  is  in  Italian  territorial  waters[Cfr.  Art.  7-sexies,  comma 1,  lett.  e),  cited  DPR n. 
633/1972].

On the contrary,  the supply of  non short-term yacht  charter  services rendered to a non-
taxable person is not considered to have been effected in Italy where:

- it is given by an Italian taxable person and the vessel is to be used outside of European 
Union territorial waters;

- it is given by a non-European Union taxable person and the vessel is to be used outside 
of Italian territorial waters.

- it  is  provided  to  a  non-Italian  European  taxable  person,  regardless  of  the  territorial 
waters in which the vessel is to be used.

In consideration of the above, it is clear how the significance of the territory in which the 
supply of non short-term yacht charter services depends mainly on the charterer VAT status; 
in B2C relationships it also depends on the territorial waters in which the vessel will be used; 
in no case is the territoriality of the waters in which the vessel is put at the disposal of the  
charterer relevant.

Amendments Effective from 1 January 2013
The specific regulation governed by Art. 7-sexies which applies to supply of non short-term 
yacht  charter  services rendered to a non-taxable person (B2C)  is  to  be amended from 1 
January 2013 (Cfr. Art. 3, comma 2, cited D.Lgs n. 18/2010) as follows.

The supply of non short-term yacht charter services rendered to a non-taxable person (B2C) 
is considered to have been effected in Italy where:

a) it is given by an Italian taxable person and the vessel is put at the disposal 
of the charterer in Italian territorial waters and the said vessel will be used 
in European Union territorial waters.

b) it is given by a non-European Union taxable person  which puts at the 
disposal of the charterer the vessel in territorial waters belonging to the 
same non-European Union taxable person and where the vessel  is to be 
used in Italian territorial waters.

c) the vessel  is  put at  the disposal of the charterer in  a State’s territorial 
waters other than those in which the owner (supplier) is domiciled, where 
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the charterer is an Italian non-taxable person and the vessel is used in 
European Union territorial waters.

d) the vessel is put at the disposal of the charterer in the territorial waters of 
a State other than that in which the owner (supplier) is domiciled, where 
the charterer is a non-European Union non-taxable person and the vessel 
is to be used in Italian waters.

Flat Rate VAT
Circumstances have shown that, in the majority of cases, sailing during the charter period 
occurs in both European Union territorial waters and outside (for a definition of territorial 
waters see Note 8) without the possibility of determining with certainty the effective use.

If, as in the particular case, the assumption of the territory exists only for a portion of the 
charter period, this invariably raises questions about the subjectivity to VAT resulting from 
the supply of yacht charter services, given that not only the use effected in European Union 
territorial waters is taxable.

To that end, the Revenue Agency (with the cited Circular n. 37-E of 2011 and n. 43-E of  
2011), acknowledging that even for the supplier of yacht charter services it is a difficult 
matter to calculate with precision the movement of vessel both inside and outside European 
Union territorial waters, has established an estimated percentage of taxable remuneration, 
differentiating on the basis of the length and the type of nautical propulsion of the vessel.

From an analysis of different interventions it would seem that such principal is of a general 
character, or rather that the taxpayer has the option whether to apply such percentage or to 
disregard it  where in possession of  documentation that  demonstrates to  the contrary the 
effective use of the vessel outside European Union territorial waters.

Nevertheless, in practice, it is frequently the procedure carried out by the local offices of the 
Italian  Revenue Agency (operative  departments  of  the  Revenue Agency involved in  the 
assessment of taxation) to tend to disclaim the use the cited flat rate by providers of yacht 
charter services, preferring to demonstrate the effective use of the vessel in European Union 
territorial waters for a greater part than that presumed by the taxable percentage.

Supply  of  Yacht  Charter  Services  Rendered  to  Partners  and  Family  Members  of  
Entrepreneurs
It is considered necessary to highlight, for the purpose of the present analysis, that Art. 2 of 
the  law  by  decree  13  August  2011,  n.138,  transformed  by  the  amendment  of  law  14 
September 2011, n.148, has introduced a series of regulations governing cases in  which 
vessels  are put at  the disposal of the charterer for the enjoyment of partners and family 
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members of entrepreneurs at an annual consideration less than the fair value of yacht charter 
services (in the case of charter fee).

The regulations provide, in particular, that in such cases the difference between the fair value 
of charter fees and those applied to partners and family members of the entrepreneur concurs 
to form a taxable income of the charterer (cited Art. 2, comma 36-quinquiesdecies) and the 
owner (supplier) cannot detract from his income the costs relative to the assets used to effect  
such supply of services (cited Art. 2, comma 36-quaterdecies).

Further ministerial instructions on the matter are expected.
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