
KUWAIT: EY organized a seminar covering key
tax topics relevant to businesses operating in
Kuwait. The event provided the latest updates on
the local, regional, and global tax environment, tax
policies, recent tax trends across the MENA region
with a focus on the GCC as well as sustainability. 

Ahmed Eldessouky, EY Kuwait, Qatar and Oman
Tax Leader, says: “In this fast-evolving tax environ-
ment, it is a new imperative for businesses to keep
themselves updated on and aligned with local,
regional, and global tax developments and manage
related risks. Companies may need to revisit their
operating models to consider tax as a function
alongside finance and enhance their use of technol-
ogy to address the new requirements. To be thor-
oughly prepared for changes in taxation, they must
start the process well before the government makes
any new official announcements.”

The tax seminar saw the participation of tax
officials from the Ministry of Finance as well as
over 200 CFOs, tax directors, tax and finance man-
agers, lawyers, and business owners. EY global and
regional tax leaders shared their insights on various
topics, such as CT in the UAE, updates on Kuwait
tax and zakat, governance in family businesses and
ESG components related to tax. They also dis-
cussed common challenges, such as the impact of
BEPS 2.0 and the global minimum tax of 15 percent,
as well as differences in the interpretation of laws
and regulations that result in increasing tax dis-
putes in the region.

Foreign taxpayers and the Ministry of Finance of
Kuwait are addressing international tax disputes
through mutual agreement procedures (MAP)
under the relevant tax treaties that provide effec-
tive resolution mechanisms.

In 2018, Kuwait signed the Common Reporting
Standard (CRS) framework, approved by the
Organization for Economic Cooperation and
Development (OECD) Council. The framework calls
on jurisdictions to obtain information from their
financial institutions and automatically exchange
that information with other jurisdictions on an
annual basis.

Ahmed Al-Esry, EY MENA tax leader, says: “The

tax landscape in Kuwait is constantly evolving to
accommodate new regulations from both the local
government and international directives. Ensuring
comprehensive, accurate, and timely reporting is
critical so that businesses can avoid fines or over-
paying their dues. Businesses should be assessing
their technology capabilities and current talent from
now to more easily prepare for future updates. In
addition, it is recommended that companies work
with their finance teams to build a buffer into their
budget for additional taxes that may become
payable in the future.”

Kuwait’s tax system comprises corporate income
tax (CT) on foreign business entities, zakat (Islamic
tax) or contribution to the state’s budget (CSB) on
Kuwaiti shareholding companies, National Labor
Support Tax (NLST) on Kuwaiti listed companies,
and customs duties. There is also an annual compul-
sory contribution to the Kuwait Foundation for the
Advancement of Sciences (KFAS), imposed on
Kuwaiti shareholding companies. The government is
currently considering including Kuwaiti businesses
within the scope of CT.

Regional tax landscape 
Tax developments in the GCC are happening at

an unprecedented pace, aligning the region with the
international tax landscape. Companies must pre-
pare for an increasingly digitized tax environment,
requiring accurate, often transaction-level data and
advanced digital capabilities. 

Double tax treaty (DTT) networks between
countries of the region are expanding, resulting in
enhanced tax certainty. For instance, Kuwait and the
United Arab Emirates (UAE) signed an initial draft
of a DTT that is yet to be ratified. With the UAE
gearing up to introduce 9 percent Corporate
Income Tax (CT) in June 2023, Bahrain will remain
the only GCC country without a broad-based cor-
porate tax; however, this may change soon.
Meanwhile, Oman is the first country in the region
to consider launching personal income tax.

Moreover, the Kingdom of Saudi Arabia (KSA) is
implementing e-invoicing for VAT, which will
increase efficiency in transactions for the Zakat, Tax

and Customs Authority (ZATCA) as well as busi-
nesses operating in the country. Other GCC nations
are expected to follow suit.

Global developments
To resolve tax challenges arising from the digi-

talization of the economy, OECD launched the two-
pillar base erosion and profit shifting (BEPS) proj-
ect. More than 140 nations across the globe,
including the G20, EU, and five GCC countries,
have joined the Inclusive Framework (IF) on BEPS,
which intends to ensure that multinational enter-
prises (MNEs) pay a fair share of tax wherever
they operate.

Pillar 2 of the package will require MNEs with
minimum consolidated revenues of Ä750 million and
effective tax rate below 15 percent to pay a top-up
tax. Countries may be incentivized to implement the

global minimum tax rules.
IF members will commence executing this con-

sensus-based solution in 2023-24. Notably, Kuwait
is not an IF member, and has made no official
announcement concerning joining BEPS 2.0 either.
However, BEPS will affect Kuwaiti businesses oper-
ating internationally.

ESG on the rise
MENA governments are showing growing inter-

est in ESG as part of their strategy frameworks. The
Kuwait Investment Authority (KIA) has applied an
independent globally recognized ESG standard. If
they have not already done so, companies in the
region should start looking into integrating ESG in
management practices, reducing their carbon foot-
prints, and assessing opportunities and the potential
impacts on the cost of doing business. 
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KUWAIT: Participants of EY Kuwait annual tax seminar pose for a group photo.

Businesses in Kuwait prepare for global, regional and local tax developments

EY annual tax seminar explores latest 
trends shaping Kuwait’s tax landscape

Moody’s cuts 
Ukraine debt rating 
WASHINGTON: Moody’s said Friday it has
downgraded Ukraine’s debt rating over a protract-
ed war with Russia, but shifted its outlook from
negative to stable.

The ratings agency cut the grade a notch to Ca
from Caa3, a rating that suggests a near-default
state-close to a year since Russia’s invasion. The
downgrade is “driven by the effects of the war with
Russia that are likely to pose long-lasting chal-
lenges to Ukraine’s economy and public finances,”
said Moody’s Investors Service in a statement.

“These challenges increase risks to government
debt sustainability, making a debt restructuring with
significant losses for private-sector creditors very
likely,” it added. According to Moody’s estimates,
the country’s GDP contracted by around 30 percent
last year following Moscow’s invasion.

Despite financial support from donors for repairs
and reconstruction, the war will likely cause lasting
damage to the productive capacity of key economic
sectors, Moody’s added. But it also said that
although there is uncertainty around timing and
form, “a debt restructuring has become highly likely
in light of the sustained economic disruption and
the large fiscal costs of the war,” in providing justifi-
cation for the stable outlook. —AFP 

Oil rises as Russia 
cuts output after 
Western price cap
LONDON: Oil contracts rebounded Friday after
Russia announced it would slash its crude output in
response to a Western price cap that was imposed
on exports after Moscow’s invasion of Ukraine.
Brent, the international benchmark, and its US
counterpart WTI, which had been down earlier in
the day, jumped more than two percent after
Russian deputy prime minister Alexander Novak
said production would be cut by 500,000 barrels
per day, or five percent of output, in March.

“Crude prices reacted positively to the news, con-
sidering that so far Russian oil production has been
relatively resilient,” said UBS analyst Giovanni
Staunovo. “The move ... aims to improve oil revenues
by narrowing the discount of Russian oil to Brent.” An
EU-wide ban on Russia oil products-like diesel, gaso-
line and jet fuel-came into effect Sunday alongside a
Group of Seven (G7) price cap on the same items.

That expanded on the EU embargo on seaborne oil
deliveries introduced two months ago-when it also
established with G7 partners a $60-per-barrel cap for
Russian exports. Oil, already bolstered by the reopen-
ing of top consumer China after lengthy pandemic

restrictions, rebounded further on the news from
Novak, who in charge of Moscow’s energy policy.

Russia is part of a 23-nation alliance with the
OPEC crude cartel that already agreed in October
to reduce output by two million barrels per day
until the end of this year.

Rate jitters 
Elsewhere, Wall Street extended losses at the

opening bell, but both the Dow and S&P 500 fin-
ished higher, lifted in part by a surge in petroleum-
linked shares like Chevron and oil services company
Halliburton. Briefing.com analyst Patrick O’Hare said
investors are in “wait and see” mode ahead of next
week’s consumer price index report, which will influ-
ence the outlook for future Fed interest rate hikes.

Having spent January optimistic that the days of
central bank tightening would soon come to an end,
traders have been brought back down to earth this
month as they contemplate borrowing costs going
higher and staying there longer than previously
expected.

UK skirts recession 
Government data showed Britain registered zero

growth in the final quarter of last year, in line with
expectations after shrinking 0.3 percent in the pre-
vious three months, according to the Office for
National Statistics. The report means the British
economy skirted a technical recession, defined as
two straight quarters of negative growth. But the

FTSE 100 still slipped 0.5 percent after having hit
record highs earlier this week.

“In reality, the nuances of whether the UK is or
isn’t in a recession are likely to be lost on the major-
ity of people, many of whom are struggling with
their finances on a day-to-day basis,” said market
analyst Michael Hewson at CMC Markets. Bucking
the downward stock markets trend, Tokyo rose
Friday on a weaker yen, though the currency rallied
after the market closed on reports that the Japanese
government would nominate Kazuo Ueda to replace
Haruhiko Kuroda as head of the country’s central
bank. Ueda is an economist and former member of
the Band of Japan policy board. But analysts said
the yen’s advance may be more to do with the fact
deputy governor Masayoshi Amamiya would not
take the post, which would have likely seen a con-
tinuation of the current dovish approach. —AFP

Britain avoids 
recession but ‘not 
out of woods’ 
LONDON: Britain’s economy has narrowly avoided
recession, official data showed Friday, but finance
minister Jeremy Hunt warned it was “not out of the
woods yet” over surging inflation. Gross domestic
product registered zero growth in the final quarter of
last year, in line with expectations after shrinking 0.3
percent in the previous three months, the Office for
National Statistics (ONS) said.

Britain’s flat growth in the fourth quarter contrast-
ed with Europe’s biggest economy Germany, whose
GDP shrank 0.2 percent in the same period on fallout
from the Russian invasion of Ukraine. Overall, the UK
economy expanded 4.1 percent last year after growth
of 7.4 percent in 2021, the ONS added in a statement.
Sky-high consumer prices have sparked a cost-of-
living crisis in Britain-and mass strikes. 

Transport walkouts weighed on December’s out-
put, the data showed. “We are not out the woods yet,
particularly when it comes to inflation,” Hunt said, but

he noted that “our economy is more resilient than
many feared”.

‘No celebrating in street’ 
The technical definition of a recession is two

straight quarters of negative growth. “While we can’t
slap the badge of recession on the economy, it’s clear
the UK is struggling and everyone is feeling the
effect of the malaise in the country’s economy,” said
AJ Bell analyst Laura Suter. “This economic no-man’s
land of no contraction or no growth won’t have peo-
ple celebrating in the street.”

Bank of England (BoE) governor Andrew Bailey
on Thursday expressed concern over persistently
high inflation even if the rate of price increases shows
signs of cooling. His remarks to a cross-party com-
mittee of MPs raised expectations of more hikes to
British interest rates, analysts said.

At its most recent regular monetary policy meet-
ing last week, the BoE hiked its interest rate for a
10th time in a row as global authorities race to com-
bat runaway inflation.

The bank lifted UK borrowing costs by a half-
point to four percent, the highest level since late
2008 during the global financial crisis. That ramped
up mortgage and other loan repayments, weighing
heavily on economic activity and worsening the cost-

of-living crisis. Those who have spare cash to save,
however, are gaining from rate rises.

Soaring inflation 
UK inflation slowed to 10.5 percent in December-

still around 40-year highs and more than five times
the BoE’s official target-level of two percent. Central
banks the world over are seeking to cool high energy
and food prices, fuelled by Russia’s invasion of
Ukraine one year ago, by hiking interest rates.

Conservative Prime Minister Rishi Sunak, whose
government is partially subsidizing energy bills for
businesses and households, has vowed to halve UK
inflation this year-although much is down to central
bank policy and market forces. Sunak is seeking to
turn around his government’s currently dismal for-
tunes before a general election expected next year.
The Conservatives-in power since 2010 — are trail-
ing the main opposition Labor party by wide mar-
gins, polls show. Recession still looms-the BoE last
week said the UK economy would shrink in every
quarter of 2023.

“We suspect the drags from high inflation and
high interest rates will trigger a recession this year,”
Capital Economics analyst Paul Dales said Friday. The
International Monetary Fund delivered another blow
to Sunak when it predicted the UK would be the only

country in the group of seven rich nations with nega-
tive growth in 2023. The UK in 2020 suffered the
biggest contraction among the G7 owing to COVID
fallout. The nation is also the only G7 member that
has not yet returned to its pre-pandemic level of out-
put. British economic activity is 0.8 percent below its
2019 level, the ONS confirmed Friday. —AFP

LONDON: A sign reading ‘closed’ is displayed on the
window of a business in Islington neighborhood, cen-
tre north of London, on February 10, 2023. — AFP


