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Tax policies have increasingly been used as a tool to change consumers behavior. Excise tax

has been a popular initiative in most countries, aimed at discouraging the consumption of

certain goods that are typically deemed harmful to public health.

In 2016, the GCC member states have signed a GCC Unified Excise Tax Agreement which sets

out the key principles for the imposition of excise tax. Except Kuwait, all GCC countries have

ratified the above agreement and introduced their domestic excise tax laws. Based on

various media reports, Kuwait is planning on introducing excise tax in the country soon. This

FAQ document aims to provide general information on the principles and mechanics of excise

tax.

WHAT IS EXCISE TAX?

Excise tax is a single-phased tax imposed once on specific goods. The GCC countries have
entered into a ‘GCC Unified Excise Tax Agreement’ in 2016 and agreed to levy excise tax on
goods that are harmful to public health and the environment, as well as luxury items.

WHY IS KUWAIT IMPLEMENTING EXCISE TAX?

The key objectives behind the implementation of excise tax are to discourage the consumption
of harmful goods and to increase tax revenue that could be used for public services. Kuwait
has signed the GCC Unified Excise Tax Agreement and is therefore committed to introducing
this tax.

WHICH GOODS WILL POTENTIALLY BE SUBJECT TO EXCISE TAX IN KUWAIT?

It is expected that Kuwait will levy excise tax on harmful goods such as the following

• Tobacco products including electronic smoking appliances and tools

• Energy Drinks

• Carbonated Drinks

• Sweetened Drinks

WHAT WILL BE THE TAX RATES

We expect tobacco products and energy drinks to be subject to excise tax at 100%. Carbonated 
drinks and sweetened drinks are typically taxed at 50% in the GCC. The actual rates will be 
confirmed once the excise tax law of Kuwait is issued.

WHO IS LIABLE TO PAY EXCISE TAX? 

Producers and importers of ‘excisable goods’ have the obligation to comply with excise tax 
compliance requirements including tax filing and tax payments. 

Stockpilers (such as supermarkets) are typically impacted during a transitional phase where 
they will need to report the value of stock on hand as of the effective date of the law and pay 
the applicable taxes (subject to any exemption threshold that maybe provided in the law). 
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WHICH BUSINESSES WILL LIKELY BE IMPACTED BY EXCISE TAX?

Importers and manufacturers of excise goods will have an ongoing impact. Additionally, the
following businesses may face a transitional impact to account for the tax at time of the
implementation of the law (non-exhaustive list):

• Supermarkets (including Cooperative Societies)

• Restaurants and cafes

• Food & Beverages Stores

• Tobacco and electronic cigarettes stores

• Hotels in certain cases

HOW WILL EXCISE TAX BE CALCULATED?

Inline with the provisions of the GCC Excise Tax Agreement, we expect the excise tax in Kuwait
to be calculated based on the higher of two values:

• Standard Price: A predetermined price set by the tax authority for excisable goods.

• Retail Sales Price (RSP): The price at which the good is sold to consumers, excluding the
excise tax itself.

HOW DOES EXCISE TAX WORK?

Excise tax is a consumption-based tax levied on specific goods, collected once by in-scope 
businesses (such as importers and producers) and is paid to the tax department. In-scope 
businesses have to adhere to certain excise tax compliance requirements. Consumers typically 
bear the actual burden through increased prices.

WHEN WILL EXCISE TAX BECOME DUE?

Excise tax is payable when excise goods are made available for consumption.

Typically, excise tax will not be due if goods are imported to a tax warehouse or transported
from a tax warehouse to another tax warehouse. In such a scenario, the tax will be due once
the goods are released for consumption.

WHAT IS A TAX WAREHOUSE?

A tax warehouse is a specific warehouse in which a licensee is permitted to produce, store and
possess taxable goods during the course of business. The tax regulations are expected to set
out the procedures for applying for and obtaining a tax warehouse license. Having a tax
warehouse license can be beneficial for in-scope businesses from a cashflow perspective.

WILL EXCISE TAX IMPACT MY PROFITABILITY?

Since one key objective of the introduction of excise tax is to reduce consumption of excisable
goods, consumers demand may reduce which will have an impact on sales and profitability.
Impacted entities will need to make commercial decisions regarding their pricing strategy post
excise tax implementation.
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WHAT ARE THE KEY EXPECTED COMPLIANCE REQUIREMENTS?

Entities subject to excise tax are expected to comply with the following:

a) Registration with the tax department for excise tax purposes;

b) Filing a periodic excise tax return and making the required tax payment;

c) Maintenance of records and supporting documents; and

d) Adherence to tax audits

ARE THERE ANY PENALTIES FOR NON-COMPLIANCE?

We expect that Kuwait excise tax regime will include penalties for incompliances, incorrectly
charging excise tax or for lack of supporting documentation. It is therefore essential that
businesses are prepared in advance for this new tax obligation.

WHAT AREAS ARE LIKELY BE IMPACTED BY EXCISE TAX?

Excise tax will likely have an impact on various areas including the demand of taxable goods ,
pricing strategy, profitability, cashflow, compliances and IT systems to name a few. Early
preparation for excise tax can help impacted entities establish a clear road map and strategy
to address the above challenges.

HOW BDO CAN HELP?

With significant experience in excise tax implementation across the GCC, BDO Kuwait has a
specialized team that can assist companies in preparing for excise tax and in conducting
impact assessments. Below are some of the areas that our team can help with:

• Assess the applicability of excise tax to the company

• Determine products taxability

• Assess changes required to IT systems

• Evaluate opportunities to minimize excise tax exposure

• Assist in making representations to the tax department, as applicable

• Advise on certain technical tax areas

• Assist in implementing the necessary IT changes

• Advise on records keeping requirements

• Assist with tax registration, and subsequent tax filings

• Assist with independent stock counts

RAMI ALHADHRAMI

Partner - Tax & Regulatory Services
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This publication has been carefully prepared, but it has been written in general terms

and should be seen as containing broad statements only. This publication should not

be used or relied upon to cover specific situations and you should not act, or refrain

from acting, upon the information contained in this publication without obtaining

specific professional advice. Please contact BDO Kuwait to discuss these matters in the

context of your particular circumstances. BDO Kuwait, its partners, employees and

agents do not accept or assume any responsibility or duty of care in respect of any use

of or reliance on this publication and will deny any liability for any loss arising from

any action taken or not taken or decision made by anyone in reliance on this

publication or any part of it. Any use of this publication or reliance on it for any

purpose or in any context is therefore at your own risk, without any right of recourse

against BDO Kuwait or any of its partners, employees or agents. BDO Al Nisf & Partners

in Kuwait (BDO Kuwait) is a member of BDO International Limited, a UK company

limited by guarantee, and forms part of the international BDO network of independent

member firms. BDO is the brand name for the BDO network and for each of the BDO

Member Firms.
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