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INntroduction

In the year 2012, various tasks were undertaken to achieve the MIRA’'s objectives. It was in 2012 that general
sector Goods and Services Tax and Business Profit Tax were first collected for a full year. As a result, revenue
collected by the MIRA increased significantly. In addition, a large sum of monies payable to the State was
collected via audits and enforcement actions.

During the year, a wide range of activities were undertaken by the MIRA to provide information and to
create awareness about tax to the taxpayers. As such, a tax training centre was established and its role was
central in providing information to taxpayers from Male" and various atolls. Further, to facilitate a convenient
mechanism for payment of tax, a branch of the MIRA was opened in H.DH. Kulhudhuffushi during November
2012.

The work of the MIRA became more efficient in 2012 due to the priority given to strengthening close relations

between various local and overseas institutions.

Reflecting on the administration of the MIRA, it is notable that the organizational structure of the MIRA was
reorganised during 2012. In addition, special emphasis was given to accelerate the progress of all undertakings,
with a focus on improving administrative cost efficiency. Further, employees were given the opportunity to
participate in training programs in order to develop their quality and to maintain their interest in work.

In addition to the details of the significant events stated above, this report shades light on the administration
of the MIRA and various tasks undertaken during the year 2012 to achieve the objectives of the MIRA.
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Commissioner General's Message

MIRA was established as an autonomous body on 2 August 2010 following the changes brought to the
country’s administrative system. Mechanisms for establishing a modern tax system in the Maldives were

initiated with the collection of various broad-based taxes following the establishment of the MIRA. In the
short life of a modern tax system in the Maldives, 2012 was a landmark year in which important milestones
were achieved.

Reyiew of 2012

Although a new tax was not introduced in 2012, it marked the first year in which the Business Profit Tax was
collected for a full year. Significant activities were also carried out in establishing closer and more convenient
taxpayer services, strengthening the MIRA's administration, enhancing and expanding human developments,



and discovering state-of-the-art technology in managing State revenues and strengthening the overall
capability of tax administration. Furthermore, policies were formulated and implemented in taking action
against persons in default. As a result, revenue collected by the MIRA for the State increased at a rapid rate.

Industrious staff of the MIRA have established themselves as exemplary by working tremendously hard
in achieving the objectives of the MIRA and continue to build the MIRA as a proficient tax authority with
integrity and fairness. Overall, 2012 has been a year in which MIRA has established a reputable position by
overcoming the obstacles encountered during the initial stages.

Outlook for the future

Several other important undertakings have been planned for the year 2013 to equip the MIRA for any future
changes to the tax regime of the Maldives. Taxpayer online service will be initiated for taxpayers to submit tax
returns and make payments via internet, facilitating them to fulfill their tax obligations more conveniently.
Further, to shape the taxpayer information system based on modern technology, it is planned to establish
a system whereby information of taxpayers are available through a unified system by harmonizing the
databases used in the MIRA. In 2013, it is also planned to further strengthen the collaboration with local
and international organisations in developing the MIRA's administration.

Closing thoughts

During 2012, assistance and support from various parties were obtained in expanding the administration
of the MIRA. | express my gratitude to the Board of Directors of the MIRA and employees of the MIRA for
their hard work and dedication. | also appreciate the assistance provided by various local and international
institutions.

| assure you that we will continue to maintain the hard work that was put into developing the MIRA as a
distinguished tax authority and will continue to work fairly and impartially. We will continue to strive with
immense commitment and diligence to make the MIRA a world class tax authority.
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Chairperson’'s Message

The MIRA, facing its third year since its establishment has become a popular and well accepted institution.
| believe with utmost gratitude that the secret to this success is the dedication and hard work of the capable
and sincere staff of the MIRA following efficient and impartial policies laid down by the Commissioner General.

During the previous year, priority of the Board of the MIRA was to determine regulations and policies required
to perform the legal obligations of the MIRA and to provide advice and instructions to the Commissioner
General in administering the MIRA. It is noteworthy to highlight the fairness applied and efficacy of strategies
adhered to by the Board members in fulfilling this task.



The cooperation and contribution extended by other State institutions and public offices is a great motivation
for performing the obligations of the MIRA. The reason for such accomplishments is the cooperation and
approval received from the public and the taxpayers. As a result, the revenue collected was higher than
estimates and MIRA was able to achieve its targets for the year.

This year has also presented the MIRA with numerous challenges. Nevertheless, we will continue to work
with unwavering ambition to achieve our desired goals and we seek courage, guidance and victory only
from the Almighty Allah in accomplishing our goals.
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About the MIRA

The MIRA was established as an independent institution on 2 August 2010 under the Tax

Administration Act ratified by the President on 18 March 2010. The main responsibilities
of the MIRA include the execution of tax laws and the implementation of tax policies. The
Tax Administration Act stipulates the other main objectives of the MIRA. The policies for
the administration of the MIRA are determined by the Board of Directors appointed by the
President with the approval of the People’s Majlis and the work undertaken by the MIRA on a
daily basis is monitored by the Commissioner General of Taxation.

22 \/ision

To be recognised as a leading professional organisation engaged in collection of revenue in
an effective and efficient manner and providing high-quality service to taxpayers.

)
i . .

s Mission

To establish a highly committed and competent organisation, delivering effective and

fair administration of the tax laws, promoting voluntary compliance and providing quality
services to taxpayers.

2% Core Values

Fairness
To apply the tax laws impartially and equitably.

Professionalism
Be exemplary in providing services by applying the applicable knowledge and wisdom.

Integrity
Maintain moral and ethical standards under all circumstances.




RREDE:

, e
2@ GG e e

FEFGGREE e l‘.":.- f.-g

¢ v r-rr.rr‘rh-fu'f»-(.‘.rwh'.:.

Sl e e r(‘f:‘f(l‘.‘.f-(f("‘

for (o (% r-t'-'rfrf.-rv.f-*f-.

FECERERRR =08

DEEECEEE 2 7] e’/ .. l-

18 R2BEE 5 W 'ffrl‘rf-'ﬂk I . ‘:-}l’m'“m oo

fe RAcicdodel "1 Teterers d o 2 _ ! ¥V \ M lr-ur:rr::w;::::'n]- ;

CEO! (IEEE @6 | i | LI

GEF CEEEE00GF . i bRE NN W B R

(v (v FEEGHE ] | A . % | Im:;h

e o %%gggg@.-’ 4 i i Halfh ":&'l F:f- rﬂlﬂ;l

b ] : ; o B e lRent

FEEEOPEEEGEEEE i j : - i s 8000000000860 Cx

erHRCRERERE ; 10 [ & ) - .

©6EEE00000006600888 || 11ks 8§ ¥ BT e SR, 18Rhens

4 ’r{_,(,.@@@@@@@@p@" 11 SRR R Vi . GR  RkE  WEGGE
44 ft‘.r“ﬁr @@8@'&'(’("( ? % PEED A g 1 - A ,f“r"r,rf_-',
A4 4444 ﬁ-&(f{:ﬁ::é::. ; i [ 1 SR HOBE

Celebrating MIRA's 2nd Anniversary
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Management of the MIRA

5.1 Board of Directors

The Board of Directors of the MIRA is appointed by the President with the approval of the People’s Majilis.

It is the responsibility of the Board to determine administrative policies of the MIRA pursuant to the Tax
Administration Act.

Members of the Board of Directors

The Board of Directors was formed on 2 August 2010. Upon resignation of one of its members, Mr. Abbas
Adil Riza, on 22 January 2012, Mr. Ahmed Faiz Mohamed was appointed to the Board of Directors as his

replacement on 15 July 2012. Hence, at the end of 2012, the Board of Directors comprised the following
mempbers.

1. Mr. Yazeed Mohamed (Commissioner General of Taxation)

2. Mr. Hassan Zareer (Deputy Commissioner General of Taxation)
3. Mr. Ahmed Mohamed (Chairperson)

4. Mr. Hassan Waheed (Deputy Chairperson)

5. Ms. Aishath Lu-lua Hassan (Board Member)

6. Uz. Hussain Siraj (Board Member)

7. Mr. Ahmed Faiz Mohamed (Board Member)

Mr. Mohamed Shahid, a staff of the MIRA was appointed as the Secretary to the Board.
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Activities of the Board during 2012

The following issues proposed by the Commissioner General for deliberation with the members of the
Board were reviewed and finalised during 2012.

1. Finalized the policy formulated for the disclosure of non-compliant GST registered persons.

2. Finalized the enforcement policy on taking actions against persons with dues, the policy on accessing
information of bank accounts of taxpayers and freezing their bank accounts.

3. Finalized the policy formulated to take actions against persons issuing cheques from accounts with
insufficient funds to settle their dues to the State.

4. Approved the MIRA's budget and the action plan for the year 2013.

5. Finalized the policy formulated to take actions against persons in default of tax and others dues to the
State.

Further, to gain experience and learn how the tax administration is organised in tax authorities of other
countries, the Board visited Thailand from 27 March 2012 to 31 March 2012 and held discussions with

the heads of the Thailand Revenue Department and exchanged information. As a result, the two tax
administrations now have close working relationship.

Meeting and Attendance

The Board met 20 times during the year 2012. The attendance of the members of the Board at these
meetings is as follows:

Name Attendance

(@)

Yazeed Mohamed

Hassan Zareer

Ahmed Mohamed

=
O

Hassan Waheed

—
(oe}

Aishath Lu-lua Hassan

s
~

Hussain Siraj

Ahmed Faiz Mohamed




From left to right ~ Hassan Zareer - Deputy Commissioner General of Taxation

(Standing) Ahmed Faiz Mohamed - Board Member

Hassan Waheed - Deputy Chairperson
Hussain Siraj - Board Member

Members of the Board of Directors 4" (i e

Yazeed Mohamed - Commissioner General of Taxation



5.2 Organisational Structure
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enior Management

From left to right Hassan Zareer - Deputy Commissioner General of Taxation Mohamed Shahid - Director General, Enforcement and Compliance
(Sitting): Yazeed Mohamed - Commissioner General of Taxation Leena Zahir Hussain - Director General, Human Resources and Administration
Fathimath Rasheeda - Director, Education and Facilitation

Ahmed Ali - Director, BPT Audit

Adam Azwar - Director, Legal Affairs

From left to right Mohamed Faisal - Director, Information Communication Technology

(Standing): Asma Shafeeu - Director, Technical Service and Planning

Fathimath Ameeza - Director, Enforcement and Compliance Fathuhulla Jameel - Director General, Audit and Investigation

Ibrahim Faisal - Director, Internal Audit Fathimath Shifaza - Director, Human Resources and Administration

Ahmed Shareef - Director General, Return and Payment Processing ~ Aiman lorahim - Director General, Technical and Legal Service
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Departments

During 2012, the organizational structure of MIRA was restructured and the current structure is based on
the following 7 departments.

Human Resources and Administration
The mandate of this department includes managing the MIRA's administrative procedures, human resource
management, staff training and work related to the MIRA’s budget and financial statements of staff.

Management Information Systems

The main responsibilities of this department include developing software applications necessary for the
MIRA, repairing and maintaining the network, systems security and hardware, managing and maintaining
the database.

Audit and Investigation

The main functions of this department include verifying whether all those who are liable to pay tax are
calculating their tax in compliance with the laws and regulations, conducting tax assessments of persons
not filing returns and conducting investigations under tax laws.

Technical and Legal Service

The main responsibilities of this department include preparing information needed for providing technical
advice to the Government on formulating taxation policies, planning and implementing the tasks necessary
to implement such policies, formulating legal and technical documents of the MIRA such as tax regulations
and tax rulings. In addition, the functions of this department also include establishing close relations with
overseas tax administrations, analysing and maintaining revenue statistics of the MIRA, reviewing objections
made by taxpayers in relation to decisions of the MIRA and representing the MIRA at the Tax Appeal Tribunal
and courts and undertaking all other legal related works.

Enforcement and Compliance

The mandate of this department include undertaking all necessary actions to recover taxes and other
monies collected by the MIRA from persons in default and taking actions against such persons and those
who fail to submit returns. In addition, verifying whether all taxpayers are in compliance with the tax laws and
regulations and formulating risk profiles of taxpayers is also among the responsibilities of this department.

Return and Payment Processing

The main responsibilities of this department include identifying and registering persons required to register
under tax laws, receiving tax returns and payments and monitoring the work of regional branches of the
MIRA.

Taxpayer Education and Facilitation
The core functions of this department include giving comprehensive information to taxpayers, organize
and hold tax related training programs and conduct tax related awareness programs.




Committees

In addition to the work done by the departments, committees have been formed to carry out special tasks,
to make decisions in consultation with the staff and to advise the Commissioner General in various matters.
At the end of 2012 the committees formed were:

1. Policy Committee

2. Technical Committee

3. Human Resource Committee

4. Bid Evaluation Committee

5. Steering Committee for the disclosure of GST registered persons in default

5.3 Human Resources Management and
Development

Employees

At the beginning of 2012, the MIRA had 96 employees. During the year, 51 employees were recruited to
expedite the work of the MIRA. A total of 15 employees resigned from the MIRA including 8 employees who
resigned to pursue higher studies. This left the MIRA with a total of 132 employees at the end of the year.
55% of the staff are graduates and the average age of staff in the MIRA is 27 years.

Staff training

Special consideration was given to provide the MIRA's staff with the required education and experience.
In the year 2012, the MIRA staff participated in various training programs conducted locally and overseas.

15
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Training programs participated in 2012

Local programs

Name Duration
Dhivehi Course June 16 - 30
Supple/Use Tables and Input/Output Tables Training conducted in
June 17 -21

collaboration with the ADB and the Department of National Planning
Introduction to Tax Policy and International Taxation (Batch 1)

IFRS Training conducted by the MIRA in collaboration with Ernst &
Young (Batch 1)

Workshop on Maldives Country Diagnostic Study conducted in
collaboration with World Bank and the Ministry of Finance and Treasury

Macroeconomic Forecasting Training conducted by the Economic
Affairs and Policy Section of the Ministry of Finance and Treasury

Country Training Workshop on Introduction to STATA Software for
Survey Data Analysis conducted by the Department of National Planning

Quickbooks Training conducted by the MIRA in collaboration with
Business Management Solutions

Investigation Training conducted by the Maldives Police Service

Country Course on Short Term Business Statistics conducted by the
Department of National Planning

Introduction to Tax Policy and International Taxation (Batch 2)

IFRS Training conducted by the MIRA in collaboration with KPMG
(Batch 2)

June 18 - July 24

August 4 - 16

September 4 -6

September 10 - October 17

September 12 - 20

November 5 - 10

November 18 - December 20

November 19 - 20

November 19, 2012 -
December 26, 2013
December 19, 2012 -
January 3, 2013



Overseas programs

Name Name Country
Workshop on Corporate Taxation Issues February 20 - 23 Sri Lanka
Seminar on Application and Interpretation of Tax Treaties ~ March 5-9 Malaysia
Advance Seminar on Auditing of Multinational Enterprises  April 16 - 20 Malaysia
H.P Blade System Administration April 25 - 27 India
Asia/Africa IFA Conference May 10 - 11 Mauritius
Workshop on Taxation of International Transactions May 14 - June 1 Malaysia
ACCA Asia Finance Shared Services and QOutsourcin
i 9 May 15 Malaysia
Summit
Practical Aspects of International Tax Planning May 21 - 25 Malaysia
Seminar on Challenges of Reforming Tax and Customs
I_ .r _ 9 rming fax . May 28 - June 1 Singapore
Administration
Anti-money Laundering and Tax Evasion June 4 -8 Malaysia
SAP Net weaver AS implementation and Operations |l June 4-15 Malaysia
Advance Seminar on Transfer Pricing July 2-7 Malaysia
International Tax Forum July 23 - 24 Singapore
Asian Tax Authorities Symposium September 4 -5 Malaysia
Principles of Transfer Pricing September 10 - 14 Malaysia
Introduction to the Application and Negotiation of Tax
. PP E October1-12 Malaysia
Treaties
33rd CATA Annual Technical Conference and 12th
) October 14 - 19 Malta
General Meeting
. . . October 29 - )
Taxation of Financial Markets Malaysia
November 2
Call Centre study tour November 1 Thailand
Principles of International Taxation November 5 -9 Malaysia
Exchange of Information November 5 - 9 Malaysia
Seminar for Taxpayer Services November 27 - 30 Nepal
Taxation of Islamic Finance December 3 -7 Malaysia
International Tax Conference December 6 -8 India

17
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5.4 Technical Assistance Obtained in 2012

Two consultants - a Tax Audit expert, Mr Colin Hutchins and an Information and Communication Technology
expert, Mr. Chaithanya Chava - began working with the MIRA during the second quarter of 2012 under
the technical assistance provided by the ADB to strengthen the tax and revenue management system. In
addition, the Tax Policy and Administration expert, Professor Dr. Kevin Holmes who worked with the MIRA
during 2011 continued to work with the MIRA in 2012.

5.5 Administrative Expenditure

A total of MVR 764 million was allocated by the Ministry of Finance and Treasury as the budget of the MIRA
for 2012. However, following a reduction of 15% from the MIRA budget under the State austerity measures,
a total of MVR 64.9 million was allocated for the MIRA. During this period, MVR 62.3 million was incurred
on MIRA’'s administration. Of this, MVR 33.2 million was spent on recurrent expenditure and MVR 29.1
million on capital expenditure. A large portion of the capital expenditure was incurred on the SAP project
which cost MVR 24.6 million. MVR 23 million from the recurrent expenditure was spent on salaries and
allowances, while MVR 2 million was incurred on staff trainings.

The State revenue collected by the MIRA in the year 2012 increased by 56.8% compared to 2011. This
translates to an expenditure of 0.10 Laari per every Rufiyaa collected which is 0.02 Laari more than that
of 2011. The main reason for this increase is the expenditure on the SAP project that comprised 39.4% of
the total administrative expenditure. As the expenditure incurred on the SAP project was not a recurrent
expenditure, excluding it results in an expenditure of only 0.05 Laari per Rufiyaa collected, which is 0.03
Laari less compared to 2011.

Details Rufiyaa

Allocated budget 76,359,408
Allocated budget (15% reduction) 64,905,497
Recurrent expenditure 33,215,366
Salaries and allowances for staff
Training 2,031,467
Other recurrent expenditure 8.185.17/8
Capital expenditure 29,124,851
SAP project 24,584,400
Other capital expenditure

Total expenditure 62,340,217
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Performance of the MIRA

6.7 Implementation of Tax System

Amendments to tax laws and regulations and tax rulings
Issued

Following the ratification of the First Amendment to the Tax Administration Act on 29 December 2011 the
Commissioner General of Taxation was vested with the power to issue tax rulings to amend regulations
formulated under tax laws and to clarify the provisions of tax laws and regulations. Henceforth, 24 tax rulings
under the Business Profit Tax Act and 11 under the Goods and Services Tax Act were issued during the year
2012, A list comprising the said rulings is listed below.

Tax Rulings issued under the Goods and Services Tax Act

Title Tax Ruling Number
Registered Pharmacies 220-PR/TR/2012/G1
Extension of Registration Deadline for Section 100(a) Contracts 220-PR/TR/2012/G2
Contracts not subject to Goods and Services Tax 220-PR/TR/2012/G3
Commencement of collection of tax TR-2012/G4
Third amendment to the Goods and Services Tax Regulation TR-2012/G5
Fourth amendment to the Goods and Services Tax Regulation TR-2012/G6
Fifth amendment to the Goods and Services Tax Regulation TR-2012/G7
GST treatment of agency relationships TR-2012/G8
f?:rr:jaer;);gag of tourism sector goods and services tax on TR-2012/GO
Sixth amendment to the Goods and Services Tax Regulation TR-2012/G10

Seventh amendment to the Goods and Services Tax Regulation TR-2012/G11

19
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Tax Rulings issued under the Business Profit Tax Act

Title Tax Ruling Number

Deduction in respect of remuneration payable to relatives of sole proprietors 220-PR/TR/2012/B1

Approved Banks and Financial Institutions

Deadline for filing the tax return and making the final payment for tax year 2011
International accounting standards acceptable to the MIRA

Submission of financial statements and appointment of auditors

Valuation of assets at commencement date

Charitable organizations

Services supplied by a director, partner, trustee or member of a body of persons

Withholding tax and income subject to business profit tax

Deadline for filing the tax return and making the final payment for tax year 2011
(Revised)

Third amendment to the Business Profit Tax Regulation

Immovable property developed by a person other than its owner
Calculation of taxable profits of a permanent establishment in the Maldives
Interim payment for the tax year 2012

Realized and unrealized gains and losses

Deadline for making the final payment for the tax year 2011 and the first interim
payment for the tax year 2012

Treatment of dividend income

Payment of the first interim payment for the tax year 2012 on installment basis
Companies and partnerships in the process of liquidation

Payment of the second interim payment together with the final payment
Penalties for offences under the Business Profit Tax Act

Companies and partnerships in the process of liquidation

Appointment of auditors by auditors registered with the MIRA

Application for exemption under section 16 of the Business Profit Tax Act

TR-2012/B2

TR-2012/B3

TR-2012/B4

TR-2012/B5

TR-2012/B6

TR-2012/B7

TR-2012/B8

TR-2012/B9

TR-2012/B10

TR-2012/B11

TR-2012/B12

TR-2012/B13

TR-2012/B14

TR-2012/B15

TR-2012/B16

TR-2012/B17

TR-2012/B18

TR-2012/B19

TR-2012/B20

TR-2012/B21

TR-2012/B22

TR-2012/B23

TR-2012/B24
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In addition, the draft Tax Administration Regulation formulated under Tax Administration Act was sent for
approval of the Attorney Generalin 2012. The Regulation is a comprehensive guideline for the MIRA, taxpayers,
and other relevant persons subject to tax laws in attaining the objectives of the Tax Administration Act.

In addition to the amendments brought to the regulations, during the year 2012, policies were formulated
and published to take actions against persons in default of making payments in relation to various tax, fee,
rent, royalty and fines collected by the MIRA. In this regard, the policies that were published are:

1. Policy on Disclosure of Non-compliant GST Registered Persons

2. Policy on Skip Tracing Persons with Outstanding Payments

3. Policy on Returned Cheques

4. Policy on Accessing Information of Bank Accounts of Taxpayers and Freezing their Bank Accounts
5. Policy on Taking Action against Persons with Dues to the State

Participants of the IFRS training conducted in collaboration with KPMG
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Revenue Collection by the MIRA
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During the year 2012, revenue received from the two types of taxes imposed under the Business Profit
Tax Act (Business Profit Tax and Withholding Tax) increased significantly. In this regard, both of these taxes
generated MVR 14 billion. It is also to be highlighted that compared to the year 2011, the largest growth was
also recorded for BPT. Hence, BPT represents 19.6% of the total revenue collected by the MIRA.

Tax collection under the Business Profit Tax Act

MVR (Billion)

GST, which represents 36.0% of the total revenue collection, contributed the highest share of the revenue
collected during the year 2012 (MVR 2.6 billion). This is a 178.6% growth compared to the 2011 collection.
When considering GST by sector, GST (Tourism Sector) represents 60.9% while GST (General Sector)
represents 39.1%.

Tax collection under the Goods and Services Tax Act
MVR (Billion)

0T B GST General Sector)
. GST (Tourism Sector)

. 0.09 billion (9.4%) q 1.01 billion (39.1%)

0.84 billion (90.6%) 1.57 billion (60.9%)
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Looking at other important taxes and fees, Tourism Land Rent and Tourism Tax comprised 14.7% and 11.2%
of the total revenue collection respectively. A year-on-year comparison of these two revenues indicates a
12.7% decline in the revenue generated from Tourism Land Rent while a 6.9% increase was recorded from

Tourism Tax.

More than half of the revenue collected by the MIRA in 2012 was collected in USD which is 57.8% (USD 269.6
million) of the total revenue collection. Considering the USD collections, the highest revenue contributor
was GST (Tourism Sector) which is 37.9%. Other contributions include Tourism Land Rent, Tourism Tax and
Airport Service Charge which contributed 25.4%, 19.4% and 7.3% respectively.

Composition of revenue collection by currency

GST (Tourism Sector) IEYASKA
CIoky4 BPT

Tourism Land Rent [ee¥iyA

Kx&y4 GST (General Sector)

Tourism Tax [EkEY4

jox: 9 Bank Profit Tax

Airport Service Charge A&SA

3

Resident Permit
Non-tourism Property Income

Others

5.7%

Lease Period Extension Fee 7.3%

5]

Others m—m— 1.5%

Actual revenue collection was 0.8% higher than the revenue projected for the year 2012. Collections from
Bank Profit Tax, Land Sales Tax, Royalties and Proceeds from Sale of Assets were higher than the projected

revenue for the year.



Revenue collection during the past 3 years

Details

2010

2011

Airport Service Charge
Bank Profit Tax

Business Permits

Business Profit Tax

Fines

Goods and Services Tax
Land Sales Tax

Lease Period Extension Fee

Non-tourism Property Income

Proceeds from Sale of Assets

Reimburesment from Previous
Years Budget

Resident Permit
Royalties

Sale of Revenue Stamps
Tourism Land Rent
Tourism Tax

Vehicle Fee

Vessel Fee

Total

35,501,534
203,232,807

24,568,997

50,727,857

10,785,964
19,125,000

93,195,712

129,659,793

20,000

71,742,339
26,173,602
1,100,372,498
594,361,548
46,784,113
6,494,807

2/412,746,571

337494,704 299,914,418

229,856,989
29,029,742
35,069,424
44,654,557

7,338,828
511,255,000
139,511,809

I
87,861,980
37,072,935

750,739,845

6,802,024

4,560,205,197 RwALYSVyREL]0

% Change
(2011 to 2012)

-111%
36.2%
-1.5%
3895.3%
154%
178.6%
126.5%
-67.0%
-2.3%

-874%

95.6%
-2.5%

77%

-34%
-5.3%

56.8%
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Taxpayer Registration

By the end of 2012, 13,819 businesses were registered under the Tax Administration Act while 5,213 taxpayers
were registered for GST. Accordingly, during the year 2012, 2,475 taxpayers registered their businesses for
BPT purposes and 1,577 taxpayers registered for GST.

Activities carried out to improve the tax administration
system

MIRA is continuously striving to improve taxpayer services by establishing more convenient methods of
payment and developing closer relationships with the taxpayers. In this regard, on 29 November 2012, the
first regional office commenced operations in H.DH. Kulhudhuffushi. It was officially inaugurated on 12
February 2013. In addition to this, administrative work was carried out for the opening of another regional
office in Addu City.

MIRA acquired an Enterprise Management System as a means of further enhancing the taxpayer services
provided by the MIRA; the Tax and Revenue Management System by a renowned German company, SAP, was
implemented and taxpayer registration process, GST (Tourism Sector) and BPT Return process and payment
collection for both these taxes commenced through the said system on 23 December 2012.

This migration to the software led to some changes in the forms and tax returns required to be submitted to
the MIRA by the taxpayers. Hence, only 1 form is now required rather than 3 different forms for the purpose
of taxpayer registration, bank account registration and the registration of authorised signatories to sign their
tax returns.

Furthermore, work is being undertaken to incorporate additional revenue codes into the said system by the
end of 2013. Similarly, online services are scheduled to be introduced during the year 2013 for submitting tax
returns and making payments.

Activities carried out to improve beneficial relationships

During the year 2012, MIRA gained the membership of the International Fiscal Association (IFA). IFA is an
international organization that deals with fiscal matters of countries, examine tax laws, and study the fiscal
and economic fluctuations resulting from taxation.

During the year 2012, MIRA was also elected as a member of the Commonwealth Association of Tax
Administration (CATA) Management Committee. CATA is an international organization that was formed to
assistits member countries in strengthening and improving tax administration and developing closer affiliation
with those countries. Maldives was elected to the said committee in the 12th CATA General Meeting held in
Floriana, Malta on 14 October 2012. Commissioner General of Taxation, Mr. Yazeed Mohamed represents the
Maldives in CATA.
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MIRA also signed MOUs with various institutions of the Maldives to enhance collaboration and for the exchange
of assistance and information. In this regard, MOUs were signed with the Department of Immigration and
Emigration, the Maldives Customs Service and the Maldives Police Service.

Investigation training conducted by the Maldives Police Service
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6.2 Taxpayer Education

Taxpayer education and awareness programs

During the year 2012, MIRA staff visited 16 atolls to provide tax related information and various activities
were conducted to create awareness among taxpayers. Hence, to ascertain whether taxpayers were in
compliance with the laws and regulations, visits were made to the business premises and assistance was
provided with respect to completing GST Return, BPT Interim Statement and BPT Return. MIRA staff also
visited atoll councils and island councils to discuss the difficulties faced by taxpayers conducting businesses
in the atolls.

In the year 2012, tax related information was provided to 3,448 taxpayers in 155 sessions held in Male" and the
atolls. In addition, several other sessions were held in Government institutions and various schools to provide
tax related information.

The mass media was an effective means of communication which was widely used by MIRA to provide
information to taxpayers and the general public, including TV, Radio, and print media. In this regard, during
the year 2012, information was disseminated through 136 programs via all media channels. Further, several
important messages were conveyed by means of the Government Gazette, leaflets, flyers and posters.

The first TV program presented by the MIRA in collaboration with TVM, Vaaru’ was first aired on 22 September
2012. At the end of 2012, 12 episodes of the program were broadcasted via TVM.

In the year 2012, MIRA also participated in 2 fairs held at Dharubaaruge. They were the ‘Maldives Consumer
Fair' held from 27 to 29 September and ‘Maldives Hotel and Trade Exhibition” held from 4 to 6 December.

Furthermore, guides and instructions were published on the MIRA website to assist the taxpayers with respect
to registration and completing BPT and GST Returns. Hence, the following were published:

1. GST Return Instructions

2. GST Registration Form Instructions

3. Guide on Registration of Rental of Immovable Property

4. Taxpayer Registration Instructions

5. Tax Treatment of International Airtransport Operators

6. BPT Return Instructions

7. Instructions for Completing Statement of Interim Payment
8. Instructions for Bank Account Registration




6.3 Tax Debt Collection and Compliance

Compliance programs

During the year 2012, 6,489 compliance visits were carried out to ascertain whether taxpayers are in
compliance with the Business Profit Tax Act and the Goods and Services Tax Act and regulations formulated
under those Acts and to assist taxpayers in correcting non-compliance issues and create awareness among
taxpayers regarding tax laws and regulations. These visits include the compliance visits made on the second
Saturday of each month from June 2011 onwards, in which all staffs of MIRA participate.

Audits and investigations

Audits are conducted to ascertain whether the amount of tax payable has been calculated by taxpayers
in accordance with laws and regulations. Accordingly, during the year 2012, a total of 880 audits were
conducted which include 13 GST (Tourism Sector) audits, 466 GST (General Sector) audits, 200 BPT audits,
195 Withholding Tax audits and 6 Bank Profit Tax audits. Consequently, MVR 96.98 million and USD 1.28
million was assessed as additional tax payable.

In addition, on 25 December 2012, the MIRA entered and searched the premises of 2 companies accused of
evading tax, under a search warrant issued by the Tax Appeal Tribunal.

Furthermore, assistance was provided to individuals in computing their business profit tax payable. It was also
decided that the tax returns completed using the computations prepared with the assistance of MIRA will not
be required to provide financial statements audited by a third party.

Taxpayer objections

Out of the 880 audits conducted during 2012, 61 taxpayers (or 6.9% of total assessments issued) objected to
the MIRA's decision. Therefore, it is worth mentioning that the majority of taxpayers have accepted the MIRA's
decision. Of the objections filed, 31 were resolved by the MIRA during 2012.

Enforcement activities

Actions were taken against several taxpayers under the policy on taking action against persons with dues to
the State. As a result, MVR 371.5 million recorded as outstanding was recovered in the year 2012.

During the year 2012, 21 cases were filed with the Civil Court against defaulters. Judgment was passed in
favour of the MIRA in 12 cases while only 1 was passed against the MIRA. Further, 7 cases were withdrawn as
out of court settlements were reached with the defaulters. In the same year, 4 cases were filed against the
MIRA, while the MIRA also intervened in a constitutional case filed against the State.
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On the set of Vaaru', the first TV program presented by the MIRA

A presentation held in H.DH. Hanimaadhoo




—~—

2 (

Pr

Looking Ahead

In the year 2013, work on harmonization of operational procedures and the development of a 5 year
strategic plan will be initiated. These developments will create new pathways for strengthening the MIRA's tax
administration and pave the way for the achievement of strategic goals.

Various activities have been planned for the year 2013 to reduce the administrative expenditure and to
implement a convenient system for taxpayers to interact with the MIRA. Some notable activities planned in
this regard are highlighted below.

Establishment of regional offices

During the year 2012, the MIRA's first regional office was opened in H.DH. Kulhudhuffushi. Arrangements are
currently in progress for the opening of another regional office in Addu City. In addition, administrative work
will be carried out to prepare for the establishment of regional offices in 2 more regions in the near future.

Establishment of an online system to submit tax return and make payment of tax

This was initially expected to be introduced during the year 2012. However, due to a delay in setting up the
required database which was established at the end of 2012, it is anticipated that the system will become
functional during 2013. Such a system will enable taxpayers to fulfill their tax obligations more conveniently
and promptly as it would eliminate the need to wait in queues.

Harmonize the databases
Harmonizing the databases would enable acquiring information of taxpayers more efficiently and effectively.
This initiation is also expected to be completed during 2013.

A key objective of the MIRA is to ascertain whether the amount of tax payable has been calculated by
taxpayers in accordance with laws and regulations and whether such taxes and fees are being settled in full
as and when they fall due. In order to achieve this objective, audits have been planned to be conducted at
various junctures. This includes visits by the MIRA audit teams to the atolls. Furthermore, MIRA plans to sign
MOUs with banks for the purpose of fast tracking dues clearance and enforcement procedures.
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