with the regulations?




SUBMISSIoN of Tax
RE(ENTION REIUMS -
Are you compliant with
(e reguiations?

Under Article 16 and 37 to 39 of the Executive By-Laws
to Corporate Income Tax Law No.2 of 2008 (Law No.2
of 2008) issued by the Ministry of Finance (MOF), every
business entity, authority and ministry operating in
Kuwait is required to:

) (

a. Inform the Kuwait Tax Authority (KTA) of
contractor(s), sub- contractor(s), service provider(s),
or any kind of beneficiaries with which they are
doing business (collectively “Beneficiaries”) stating
clearly each company’s name and address;

b. Submit a copy of the related contract(s) to the KTA;
and

c. Retain 5% from all invoices paid to Beneficiaries (in
principle, both GCC and non-GCC entities). These
amounts are normally retained by the contract
owner and released only when the Beneficiaries
provide a valid Tax Clearance Certificate (TCC) and/
or No Objection Letter (NOL) issued by the KTA
authorizing the contract owner to release the
amounts retained.

Tax retention on payments does not absolve the
contractor from their obligation to comply with Law
No.2 of 2008 and related tax compliance including the
requirements to register with the KTA and file annual tax
declarations.

Companies should fulfil their requirements stated in a)
and b) above through a tax retention return submitted on
a periodical basis.

Under Article 39 of the
Executive By-Laws to
Law No. 2 of 2008

The KTA may require contract
owners to settle the tax debts
of foreign companies in the
event that the Beneficiaries are
delinquent in their compliance
with their Kuwait tax obligations.

Kuwait tax retention
regulations —Why are
they required?

The KTA uses the application of
tax retentions to help enforce Law
No. 2 of 2008, as it is through
compliance with their Kuwait

tax obligations that Beneficiaries
would be able to obtain release of
amounts retained from contract
owners.

Recent
BXDErences

The KTA has issued letters to local
companies requesting details of
their compliance with tax retention
regulations (i.e. have they submitted
periodic (quarterly) returns in the
format specified in the Executive
By-Laws to Law No.2 of 2008).
However, the KTA has also accepted
such information made available by
companies on an annual basis.

Large local groups are now actively
Implementing systems to comply with
tax retention regulations.

The KTA is making a greater

number of adjustments to income
tax assessments related to non-
compliance with tax retention
regulations, resulting in additional tax
liabilities for the tax payer.

KPMG can assist
Vou o

— Review your new service
agreements and advice you on the
tax retention implications;

— Develop and/or implement
processes to assist you with tax
retention compliance requirements.
This includes:

— Draft a template letter to vendors
/ services providers informing
them of your obligations under
the tax retentions regulations;

— Develop a checklist to guide
internal compliance with tax
retentions obligations.

Submit the Tax Retention Return to
the KTA on a periodic basis.

Obtain TCC/NOL for vendors /
services providers to enable you to
release any tax retentions, where
applicable.
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For further assistance, please contact:

Zubair Patel Farhat Ullah Khan

Partner, Head of Tax & Corporate Services Senior Manager, Tax & Corporate Services
T. +965 2228 7531 T. +965 2228 7534

E: zpatel@kpmg.com E: farhatullah@kpmg.com

Fahim Bashir Mohammad Jawad

Partner, Tax & Corporate Services Manager, Tax & Corporate Services

T. +965 2228 7532 T. +965 2228 7493

E: fbashir@kpmg.com E: mjawadali@kpmg.com

Naveen Bohra Heba Nabil Abdelrahman

Senior Manager, Tax & Corporate Services Assistant Manager, Tax & Corporate Services
T +965 2228 7546 T. +965 2228 7536

E: nbohra@kpmg.com E: habdelrahman@kpmg.com
kpmg.com/socialmedia kpmg.com/app
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate
and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the particular situation.
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