


a) From when New income tax law is
effective?

The new tax law (excluding the executive
regulations) will be effective from the taxable
period following the date of publication of the
new Income tax law in the official Gazette dated
3 February 2008.

b) What are the major changes?
The major changes are:

1. Reduction of tax rates from the current range
of 0% to 55% to a flat rate of 15%.

2. Profits earned from trading in organisations
listed on Kuwait stock exchange either directly
or through portfolio or investment funds are
exempt from Kuwait tax.

3. Statute of limitation for tax demand expires
after five years from the date of filing of the tax
return.

4. Losses can be carried forward only for three
years.

5. The taxable income is clearly defined to
include various other sources of income, which
are:

a) Income derived from rendering of services in
State of Kuwait;

b) Income from leasing of property located in
State of Kuwait;

¢) Income from operating any manufacturing,
industrial, or commercial enterprise in State of
Kuwait;

d) Income from purchasing and selling of
property, goods or rights thereto in State of
Kuwait and maintaining a permanent office in
State of Kuwait where contracts of purchase
and sale are executed;

e) Income earned from selling, renting, or
granting any concession for using, or exploiting
any trade mark, patent design, or copyrights;

f) Profits realized from disposition of assets;
g) Commissions accruing from, or arising out of,

representation or commercial brokerage
agreements; and

h) Profits realized from any contract to be wholly, or
partially, performed in the State of Kuwait.

6. Earlier as per Income tax Decree No. 3 for 1955, cost
of goods sold or services rendered, depreciation, and all
other expenses including administrative, overhead
expenses incurred in connection with carrying on trade
or business in State of Kuwait are allowed as deduction.
Now, the taxable income shall be set after deduction of
all expenses and costs spent on realizing such income,
in particular:

1- Salaries, wages and end of service benefits , etc;.

2- Taxes and fees, except for the income tax to be paid
according to this law;

3- Depreciation of assets as per the rates set forth in
the executive regulations;

4- Grants, donations and subsidies paid to licensed
Kuwaiti public or private agencies within the rates set
forth in the executive requlations.

5- Expenses of Head Office as per the rates set forth in
the executive regulations.

Further, the following shall not be considered as
deductible expenses and costs:

1- Personal or private expenditure and any other
expenses not related to the taxable business, or not
required for generating profit;

2- Criminal penalties; and

3- Reimbursable losses.

The Director of Income tax may ask the taxpayer to
reconsider any expenses that are deemed excessive and
request to submit the documents supporting and
justifying such expenses. The Director of Income has
right to approve or amend or disallow such expenses.

c) When the executive bylaws will be issued?
The Minister of Finance shall issue the executive bylaws

within 6 months from the date of the new tax law
published in the official gazette ( 3 February 2008).





