
Kuwait Pillar 2 
update

Executive Regulations released on 29 June 
2025 on Introduction of Supplementary 

Guidance to DMTT 



On Ju ne 29 , 2025 the Mi nistr y o f  Fi nance of Kuwai t published th e ‘Execu ti ve Regul at ions ’  for t he Domesti c Mini mu m Top -up  Tax 
(DMTT)  for  Mult in at ional En ter pri ses  (MN Es)  un der Mi nis ter ia l  Reso lu ti on No.  (55) of  2025. The Execu ti ve Regul at ions  
supp lement  th e DMTT L aw (Decree b y Law No . 1 57)  r eleased  on  30 December  2024 p rovidi ng fur th er deta il s an d clar ity  on  th e 
def ini ti on,  comp ut at ion met hod , compli an ce pr ocess  an d admin istr at ive matt ers .  The Executi ve Re gul at ions  are most ly  a li gn ed 
wit h Gl oBE Model  Ru les  and its  commen tary
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Scope of DMTT

Entities Taxes

✓ Kuwaiti entities in a MNE group 
meeting the revenue threshold

✓ Joint ventures ("JV") or affiliates 
in Kuwait part of a MNE group, 
where the ultimate parent owns 
50% or more, or the combined 
revenue of the JV and its 
affiliates meets the threshold

✓ Non-resident entities operating 
in Kuwait as part of a MNE 
group (unless excluded under 
Article 5)

✓ A government entity engaged 
in trade or business

▪ Government entities
▪ Non-profit organizations
▪ International organisations
▪ Retirement funds
▪ Real estate investment vehicle 

that are an ultimate parent 
entity

▪ sovereign wealth fund meeting 
specified conditions

✓ Corporate taxes included in the 
financial accounts of a 
participating entity (including 
its share in profits of other group 
entities)

✓ Taxes paid instead of corporate 
tax, such as withholding tax on 
interest, rent, and royalties

✓ Taxes on retained earnings or 
corporate equity, if based on 
income/equity and not treated 
as supplementary tax

▪ Tax paid by the parent under the Qualified 
Income Inclusion Rule (IIR)

▪ Tax paid by the entity under the Qualified 
DMTT

▪ Taxes resulting from adjustments under the 
Under Taxed Profits Rule (UTPR)

▪ Tax levied on the group based on special 
laws

▪ Non-qualified recoverable attribution taxes
▪ Taxes paid by insurance companies related 

to policyholders' returns
▪ Contributions made to entities outside 

general government, unless permitted by 
Pillar 2 rules and Tax Administration 
guidance

Covered Exempt Covered Uncovered

Amounts previously accrued under other domestic tax laws that 
are no longer applicable to the taxable entities (e.g., Zakat, 
National Labour Support Tax, or Corporate Income Tax)

If an entity is considered taxable, the top-up tax applies to its 
entire taxable profit, regardless of the UPE’s ownership 
percentage. The tax must be paid when filing the return, with no 
advance payment required
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Determination of Net Pillar 2 Income

✓ Separate financial statements with accounting period matching the ultimate parents tax 
period, following IFRS and audited by a Ministry-accredited firm

✓ Determine net financial accounting income or loss based on the above financial statements
✓ Arrive at the Pillar 2 income/ loss by making necessary adjustments to the net financial 

accounting income / loss for regulatory requirements, allocation between parent and 
permanent establishments, and income received from pass-through entities

✓ If the above financial statements are unavailable, the entity’s income or loss shall be 
determined using the ultimate parent’s consolidated financial statements, prior to any group-
level adjustments. Where this approach cannot be applied, an alternative accounting standard 
approved by the Tax Administration may be used.

Adjustments to Net Financial Accounting 
Income to determine Pillar 2 Income/Loss 

amongst others:
✓ Net tax expenses 
✓ Excluded dividend distributions
✓ Excluded equity gains and losses 
✓ Included revaluation method gains or 

losses 
✓ Gains or losses from the disposal of 

assets and liabilities 
✓ Asymmetric foreign currency gains or 

losses 
✓ Illicit expenditure, fines and penalties 
✓ Prior period errors and changes in 

accounting principles 
✓ Accrued pension expenses 
✓ Debt forgiveness 
✓ Share-based compensation 
✓ Election to spread capital gains over five 

tax periods 
✓ Intra-group financing arrangements 
✓ Election to consolidate transactions of 

CEs located in Kuwait
✓ Transfer pricing adjustments

✓ Pillar 2 Income of all Constituent Entities – Pillar 2 Losses of all Constituent Entities 
Net Pillar 
2 Income 

An entity that qualifies as a designated CE may opt to apply a Pillar 2 Loss Election in the country. This election can 
be made instead of following the standard rules, provided it is submitted along with the group’s first Pillar 2 
Information Return or the entity’s tax return in the country, whichever is earlier. If the election is made, a deferred 
tax asset is created for each year in which the entity incurs a Pillar 2 loss, calculated by multiplying the loss amount 
by the minimum tax rate

✓ Entities connected through ownership or control, 
having consolidated financials by the Ultimate 
Parent Entity (UPE), including those excluded 
due to size, materiality, or being held for sale

✓ A single entity operating in one jurisdiction with 
one or more permanent establishments in other 
jurisdictions, provided it is not part of a 
consolidated group as defined above

Group

✓ Any entity that is part of a MNE Group, 
excluding those specifically exempt as 
Excluded Entities under the Executive 
Regulations

✓  Any Permanent Establishment of a Main 
Entity, which is treated as a separate 
entity from both the Main Entity and 
other permanent establishments

Constituent Entity

Under Article 80 of Kuwait’s Executive Regulations, in-scope entities of 
an MNE Group must appoint a single designated CE to handle all tax 
matters with the Tax Administration. This entity is responsible for filings 
and documentation, though each group member remains individually 
liable. If the UPE is in Kuwait, it must be the designated CE; if multiple 
UPEs exist, one must be chosen. A new CE must be appointed within 
30 days if the existing one exits Kuwait or the group.

Designated Entity

Net 
Financial 
Accounting 
Income 
/Loss of 
Constituent 
Entity ("CE")
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Calculation of ETR, Top-up Tax Liability

              
(Total Adjusted Covered Taxes of all Constituent Entities in Kuwait / Net Pillar Two 

Income of all Constituent Entities in Kuwait)*100

ETR for the 
jurisdiction for each 

tax period

Net Pillar 2 Income - Substance-Based Income Exclusion (Considering only 
positive amounts) where in
SBIE = (Qualified Payroll Costs × % of salaries) + (Qualified Tangible Assets × % of asset value) subject to 
✓ Qualified payroll costs for employees performing activities for the CE in Kuwait, with varying 

percentages set for each fiscal year starting at 9.6% for 2025, decreasing progressively to 5% from 2033 
onwards 

✓ Qualified tangible assets located in Kuwait, with percentages starting at 7.6% for 2025, decreasing 
progressively to 5% from 2033 onwards                

Determination of 
Taxable Income 

Top-up Tax Rate = 15% - ETR
Top-up Tax = Taxable Income X Top-up Tax Rate

Calculate Top-up 
Tax 

Current Additional Tax = (Pillar 2 Income or Loss × Minimum Tax) – Modified Covered 
Taxes

The current additional tax is the amount arising from a recalculation of the effective tax rate or Pillar 2 
income/loss for a prior period

Permanent difference tax liability arises due to certain criteria being met, e.g. restatement of 
financial statements or non-GloBE permanent differences

Determination of 
Additional Current 
Tax / Permanent 

Difference Tax 
Liability

Top-up Tax +Additional Current Tax / Permanent Difference Tax LiabilityKuwait Total DMTT 
Liability 

Certain types of entities are 
required to calculate their ETR 
separately from the rest of the 
group in Kuwait. These include 
Joint Ventures (JVs), Minority-
Owned Constituent Entities 
(MOCEs), Investment Entities, and 
Stateless Permanent 
Establishments (PEs)

If a group chooses not to claim 
exclusion in a given year, the 
excluded income for that year will 
be considered as nil. Additionally, 
if the excluded income exceeds 
the net Pillar Two income for the 
period, the excess cannot be 
carried forward to future years. 
Entities must maintain adequate 
supporting documentation to 
substantiate the claimed payroll 
and tangible asset costs, which 
must relate only to eligible 
employees and qualifying tangible 
assets.

Participating entities can elect zero top-
up tax if both of the following thresholds 
are met during the period:
✓ Average total revenue is less than 

EUR 10 million (or local equivalent), 
and

✓ Average Pillar Two income or loss is 
less than EUR 1 million (or local 
equivalent).

The average income and revenue are 
calculated over the current and two 
preceding tax periods, excluding any 
years with no relevant activit.y
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Safe Harbour 

Under  Ar tic le  6 0,  t ax is  cons ide re d ze ro  for  a  mul ti nati onal  ent it y  gr oup us ing t he s impl if i ed  acc ounti ng me thod,  
pr ovi ded  one of  t hree  t est s  is  me t in  a  count ry  i .e . ,  t he norm al  pr of it s t est ,  t he mi nim um r evenue  t est ,  or  t he ef fe ct ive  t ax 
r ate  t est .  T hes e t est s  can  be  ver if i ed  us ing s impl if i ed inc ome,  r evenue ,  or  t ax cal cul ations .  Cal culat ions  mus t  inc lude  
r ele vant gr oup ent it ie s and com ply  wit h s peci f ic  t hres holds  and condi ti ons outl ine d in  r elat ed ar tic le s and r egul ati on s

Transitional Safe harbor
• A transitional safe harbor is available for multinational groups that submit qualifying cross-border reports based on eligible 

financial statements. For tax periods beginning on or before December 31, 2026 (but not ending after June 30, 2028), the top-up 
tax may be considered zero if revenue and income thresholds are met or if the effective tax rate satisfies the minimum 
requirement. These reports must be based on reliable, standardized financial data

International activity
• During the initial phase of international activity, a taxpayer’s tax rate is zero if specific conditions are met, including presence in 

no more than six jurisdictions and tangible assets not exceeding EUR 50 million outside the primary jurisdiction. The rule 
excludes assets held by investment entities, joint ventures, or subsidiaries thereof. Tangible assets must be physically located in 
the jurisdiction to be counted, and minority-owned associates are fully included. These provisions cease after five tax periods 
following the first application of Pillar 2 rules to the multinational group

T he T ax Adm inis tr at ion may  ver ify  t he dat a i f  a  t axpa ye r  appl ie s a  s afe har bor and can  r aise  an obje ct ion wit hin  36  mont hs 
of  r ece iv ing  t he t ax r etur n,  pr ovi ding  s upport ing  fact s .  T he de sig nate d C t hen has  6  mont hs t o r esp ond.  I f  t he r esp onse 
fa i l s  t o pr ove  t hat t hese  fact s  di d not af fec t  s afe har bor condi ti ons,  t he s afe har bor won' t  appl y .  Howe ver,  i f  t he ent it y  
s ucce ss ful l y  de monst rat es  no mat er ia l  im pact ,  t he s afe har bor r emai ns val i d ,  and t he ef fe ct ive  t ax r ate  wil l  be  t reat ed  as  
me et ing t he mi nim um t hres hold
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Transfer Pricing Requirements
Gr ou p e n t i t i e s  o pe r a t i ng  i n Kuw ai t  a r e  r e q ui re d  to  e n s ur e  th at  t ra n s ac t i o ns  wi th  re l a te d  pa rt i e s ,  w he t he r  wi th in  or  o uts id e  K uw ai t ,  a re  co nd uc ted  o n  
a n a rm ’ s  l e ng th  ba s i s .  

✓ Re la t ed Pe rs on s  a re  de f i ned  as  h a v i ng  c om m on  con ne ct i o n wi th  ea ch  o th er  o r  wi th  a n ot her  p er s on ,  o r  i f  on e  per s on  h a s  s ig n i f i c a nt  o r  co ntr ol l i ng  
o v e r  th e  ot he r  p e rs o n ,  o r  i f  t wo  o r  m ore  p e rs on s  a r e  u nd e r  c om mo n  c on tro l .  T he  r e g ul a t i on s  pr e s cr ib e  5 0 % or  mor e  d i r ec t  or  i n d ir e ct  
s ha r eh ol di n g  or  c ont ro l  a s  a t hre s ho l d f o r  es ta b l is h i ng  th e  re l a t i o ns h i p be twee n th e  per s on s

✓ T he  co nt ro l  i s  de f i ne d  as  t he  a bi l i ty  o f  an y  pe r s on  al o ne  o r  wi th  pe r s on s  r e l a te d  to h i m,  di r e ct ly  o r  i nd i re ct l y ,  t o e x e r c i s e  th e  e f f e ct i v e  i n f l ue n ce  
o v e r  th e  de c i s i on s  o r  a ct io ns  o f  ot he r  p e rs o n .  T he  re gu l at i on s  p re s cr i b e  th e  i n cl us i v e  s c e na r io s  co v e r i n g v o t i ng  r i g ht s ,  a p po i nt m e nt  of  bo a rd  o r  
m a na g ers ,  r i g ht  t o o bta i n  c a pi ta l  or  p ro f i ts ,  i nf l u enc e  ov er  the  m a na g em en t ,  pro v i di n g  l o a ns  or  g ua r a nte es  wi th  c ert ai n  thr es h ol d s    

✓ T he  Re gu la t i on s  a l s o  p re s cr i b e  the  fac t or s  s uc h a s  co ntr a ctu a l t e rm s ,  c ha r ac te r i s t i cs ,  e co no m i c c i rc um s ta nc e s ,  e co no mi c  a c t i v i t i e s ,  a s s e ts  a nd  
r i s k s ,  bu s i nes s  s t ra teg i es  of  t he  t ra ns a c t i on  to b e ta k e n  i nto  a cco un t  f o r  co mp a r i ng  wi th  t he  u nc on tro l l e d tr a ns a ct i on s

✓ T he re gu la t i on s  a l s o  p res cr i b e  cert a i n me t h od s  s uc h a s  co mp a ra bl e  a rm ' s  le ng th  m et ho d,  res a l e  p r i ce  m eth od ,  tot a l  c os t - p lu s  pro f i t  m a rg i n 
m e th od ,  t he n e t p rof i t  ma r gi n  m e t ho d f o r  th e  t ra n s a ct i o ns ,  th e  me t ho d f o r  a pp or t i o ni ng  tr an s a ct i on  p ro f i t .  Th e  ta x pa y e r  m u s t  do c um e n t th e  
re as o n s  a n d a s s um pt i on s  f or  c ho os i n g a  me tho d  a n d ca n  a l s o  u s e  an y  ot her  m et ho d i f  no ne  o f  th e  ab ov e  m et ho ds  a re  a p pl i ca b le

✓ T he  ta x  a dm i ni s t ra t i o n ha s  r i g ht  t o a dj u s t  th e  tra n s a ct io n p r i ce  b a s e d o n m e th od s  p re s cr i b e d i n  t he  re gu l at i on s

Ea c h ta x a bl e  e n t i ty  i s  ob l i ga t e d to  ma i n ta i n th e  f ol l o wi ng  do cum e n ta t i o n to  de m o ns t ra te  co m pl i a nc e :

I t  is  a n t i c i p at e d  t ha t  th e  M oF  wi l l  re le a s e  f urt he r  gu i da nc e  ou t l i ni n g th e  de ta i l e d co nt e n t  an d  f o rm a t  re qui r e m e nt s  f or  t he  d i s c l os u re  f o rm .  T h e  
Re gu l at i on s  d o n ot  s p e ci f y  a n y  m i ni m um  th re s h ol d  f or  m a i nt ai n i ng  tra n s f e r  p r i c i n g  d oc um e nt a t i on .  As  a re s ul t ,  a l l  t ax a b l e  e nt i t i es  a re  re qu ir ed  t o 
co m pl y  wi th  t he  d oc um e nt a t i on  a nd  d i s c l o s ure  r e qu i re m e n ts ,  r e g a rd le s s  o f  th e  s ca l e  or  v a l ue  o f  th e i r  re l a te d pa r ty  t ra n s a ct i o n s

Local File and 
Master File
• These must be prepared 

and kept up to date. Upon 
request from the Ministry 
of Finance (MoF), the files 
must be submitted within 
30 days

Transfer Pricing 
Disclosure Form
• This form should include, 

at a minimum, details of 
related party transactions 
and the transfer pricing 
method applied. It must be 
submitted along with the 
tax return and certified by 
an approved audit firm

Transfer Pricing 
Documentation 
Requirements
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Other Key Areas

The Filing CE/Designated CE must 
apply for registration with the MoF 
within 120 days from the date it 
becomes subject to tax. Penalties for 
non-compliance are up to KWD 3,000 
as per the DMTT Law. The DMTT 
registration requires submission of 
details on the MNE Group, including 
ownership structure, fiscal year, 
financial data, and consent from 
relevant entities regarding the 
designation of the appointed CE. The 
MoF will issue a registration certificate 
once accepted. For MNE Groups that 
were in-scope of the DMTT on 1 
January 2025, they are required to 
register by 30 September 2025

The designated CE must submit a 
request to the Tax Administration to 
deregister if any of the following 
situations arise: (1) the registrant has 
completely ceased its activity in the 
country; (2) the registrant has exited 
the multinational entity group and 
the designated entity has notified the 
Tax Authority; (3) the multinational 
group, which includes the registrant, 
has not met the revenue threshold 
for five consecutive tax periods and 
the designated entity has informed 
the Tax Authority of this for each 
period; or (4) any other case as 
determined by the Tax Authority

The designated CE must file a tax 
return within 15 months of the end of 
each tax period, even if no tax is due. A 
simplified return or additional Pillar 2 
filing may be required by the Tax 
Authority. Amended returns are 
allowed within five years, provided the 
period hasn’t already been assessed, 
and must include reasons for the 
changes. Taxpayers must maintain all 
records necessary to prepare financial 
statements, determine taxable 
income, and comply with Pillar Two, 
including key documents such as 
financial statements, journals, 
registers, and transfer pricing files. 
Supporting documents like invoices 
and calculation methods must also be 
retained for at least 10 years from the 
end of the relevant tax period

Under the Executive Regulations, monetary 
references to the Euro must be converted 
using the Central Bank of Kuwait’s (CBK) 
average exchange rate for December of the 
previous calendar year. For tax calculation, if all 
local constituent entities use Kuwaiti Dinar 
(KWD) as their functional currency, the tax 
must be computed in KWD. In cases where 
multiple functional currencies are used, the 
Designated Constituent Entity must elect to 
compute tax either in KWD or the UPE’s 
presentation currency; this election is binding 
for five tax periods. Taxes calculated in a 
foreign currency must be converted to KWD 
using the CBK’s average annual exchange rate 
for payment. Alternatively, amounts may be 
converted to the UPE’s presentation currency 
in line with approved accounting standards. 
Where CBK rates are unavailable, the central 
bank rate of the UPE’s jurisdiction may be 
used with prior approval from the Tax 
Administration

Registration
Tax Return 
and Books

Computation and 
Payment 
Currency

✓ Administrative penalties and tax evasion: Kuwait’s Executive Regulations impose a 1% penalty for each 30-day delay in tax payment or fraction thereof, penalize unauthorized disclosure of 
taxpayer information with a KWD 5,000 fine, and outline procedures for investigating and settling tax evasion cases. Further, when the tax administration suspects a tax evasion crime, it may 
refer the case to the Public Prosecution with ministerial approval. However, a settlement may be reached if the taxpayer pays all due taxes and penalties, along with a fine equal to the evaded 
tax—doubled in repeat cases

✓ Kuwait’s Executive Regulations require the tax administration to consider the tax effects of any agreements or transactions primarily aimed at reducing, deferring, or avoiding tax only 
after assessing genuineness of commercial or economic purpose of such arrangements, the administration may examine the transactions executed, their underlying rationale, substance and 
form etc.

Deregistration
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Key Takeaways for the Taxpayers 

Evaluate the applicability in 
terms of registration, 
compliance, reporting, payment 
obligations and disclosure 
requirements

Ensure Registration within the 
prescribed timelines while 
keeping the penalty 
implications in mind

Meet the transfer pricing 
requirements such as local file, 
Master file and CbCR reporting 
prescribed in the regulations 

Ensure compliance with 
transitional safe harbour 
requirements in order ro avail 
the relief

Track record keeping and file 
the tax returns within 
prescribed due dates

Ensure the accurate 
computation of DMTT and 
payment of DMTT liability within 
prescribed timelines

Draw a roadmap for the group 
with all the requirements and 
action points including the 
timelines based on the 
evaluation while ensuring the 
consent of all the stake holders
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ABOUT US

VSTN Consultancy is a boutique Global Transfer pricing firm with extensive expertise in the field of 

international taxation and transfer pricing. VSTN Consultancy has been awarded by International Tax 

Review (ITR) as Best Newcomer in Asia Pacific – 2024 and is recognized as one of the finest performing 

transfer pricing firms. VSTN Consultancy has been shortlisted in 7 awards as finalist by ITR for Tax 

Innovator, Tax Compliance and Reporting Firm, Transfer Pricing Leader (founder), Transfer Pricing Rising 

Star (One of the Employees) in Asia Pacific – 2025 and Best Newcomer, Tax Innovator and  Transfer 

Pricing Leader (founder) in EMEA – 2025.

Our offering spans the end-to-end Transfer Pricing value chain, including design of intercompany policy, 

drafting of Interco agreement, ensuring effective implementation of the Transfer Pricing policy, year-end 

documentation and certification, Global Transfer Pricing Documentation, BEPS related compliances 

(including advisory, Masterfile, Country by Country report), safe harbor filing, audit defense before all 

forums and dispute prevention mechanisms such as Advance Pricing agreement.

We are structured as an inverse pyramid where leadership get involved in all client matters, enabling 

clients to receive the highest quality of service. 

Being a specialized firm, we offer advice that is independent of an audit practice and deliver it with an 

uncompromising integrity. 

Our expert team brings in cumulative experience of several decades in the transfer pricing space having 

worked with multiple Multinational Companies across sectors/industries in the Big 4 and have cutting 

edge knowledge and capabilities in handling complex TP engagements.
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Shakti towers, Tower A, Door C1,

4th floor, Annasalai,

Chennai 600002

+91 99620 12244

India Office – Chennai

+971 58 305 3317

International Office – Dubai

CONTACT US

https://vstnconsultancy.com/


Core Team
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Nithya Srinivasan Srilakshmi Hariharan S Ranjani E Rajesh

Nitya Joseph Saranya Nagarajan Triveni Palla
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