TAX MEMO ON DECREE N° 3692

ALDIC

The Council of Ministers issued on 22/6/2016 the Decree
N° 3692 which determines the mode of application of
articles 41, 42 and 43 (non-resident tax) of the Decree-
Law No 144 dated 12/6/1959 and its amendments
(Income Tax Law) as follows:

The provisions of the said Decree apply to natural
persons and legal entities that do not maintain a place of
business in Lebanon inasmuch they earn from a taxable
resident person income derived from activities rendered
and/or taxable in Lebanon and notably:

e Physical persons resident in Lebanon providing
occasional and not permanent taxable
activities in Lebanon (i.e. non registered at the
Ministry of Finance).

e Physical non-resident persons
activities in Lebanon.

providing taxable

[- Amounts subject to 7.5% non-resident tax include:
a) Amounts paid in exchange of the following
services:

— Advisory services of various types that take
place during an activity executed completely or
partially in Lebanon.

— Brokerage services on purchases or sales
executed completely or partially in Lebanon.

— Installation or supervision on the installation of
equipment and  supplies, training and
maintenance related services.

— Subscription services in money transfers (Swift).

— Subscription services in Global Stock Markets.

— Issuance and marketing services of bonds and
equities, and services related to fiduciary and
savings to clients

— Satellite broadcasting services provided by
companies owning or operating satellites in
Lebanon.

— Communication services (Roaming).

— Advertising for the marketing of goods,
commodities and services.

— Any service that requires service appliances or
devices in Lebanon or based on information
derived from Lebanon or linked to a site or
property in Lebanon.
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b) Revenues earned from:

— Royalties for franchises, intellectual or industrial
or even commercial properties or copyrights or
distribution of software or similar rights.

— Professional, scientific, artistic, sports or any
other personal activity undertaken independently

in Lebanon.
c) Interest paid for:
—Any kind of financial debts, insured or not
insured.
—Late re-payment of funds within defined

deadlines.

[I-Amounts subject to 2.25% non-resident tax include:

a) Profits, revenues and collection of funds from:

— Sale of IT programs.

— Importing goods occasionally to Lebanon and
selling them in consignment through a resident
taxpayer.

— Importing goods occasionally to Lebanon and
selling them directly by the non-resident himself
or by his representative (i.e. sales through
temporary showrooms or exhibitions).

— Sale of fixtures, equipment and supplies
including installation or supervision services on
the installation and in case the amount of the
transactionis not already splitted between the
price of equipment & supplies and the
installation fees or the supervision fees of the
installation, those fees will be set at 15% in the
aggregate of the total amount and will be
subject to the 7.5% non-resident tax, whereas
the price of the equipment, fixtures and supplies
will be subject to the 2.25% non-resident tax in
accordance with the above provisions.

— Insurance and re-insurance on fixed or current
assets or located in Lebanon.

— Cash money transfers, except those that are
done through bank transfers, for opening letters
of credit to purchase goods and materials,
equipment and other supplies.
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b) Paid amounts for public or private works:

— Amounts collected for public and private works
related to a non-resident company which do not
maintain a place of business in Lebanon to
undertake its activity.

I11- Special clarifications and instructions

— Public institutions, municipalities, individual and
moral entities benefiting from temporary or
permanent income tax exemptions that are not
obliged to present annual tax returns on their
activities, have to declare the amounts subject to
the non-resident tax according to the article 41 of
the Income Tax Law and must pay the withheld
tax before the 1°* April of each year through the
special tax declaration form specific to the
income tax exempted non-corporate entities
(form "G").

— Taxpayers who buy goods or services from
resident persons with a permanent establishment
(fixed place of business) in Lebanon and who are
not registered at the Ministry of Finance, have to
provide the Tax Administration with their
detailed informations (i.e. names and addresses
etc...) quarterly within 20 days from the end of
the quarter.

— Taxpayers who buy goods or services from
resident persons without a permanent
establishment in Lebanon and who are not
registered at the Ministry of Finance, have to
deduct the non-resident tax from the amounts
paid to those persons, declare and pay the tax
according to the provisions of this Decree and
provide the Tax Administration with their
detailed informations (i.e. names and addresses
etc...) quarterly within 20 days from the end of
the quarter.
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The non-resident person that generates profits or
revenues in Lebanon by himself and not through
a resident taxpayer, has to assign a resident
agent to represent him and be jointly and
severally responsible with him for declaring
profitsand paying the related tax within two
months from the end of the non-resident's works
in Lebanon according to a special tax form
delivered by the Ministry of Finance for this
purpose. And in case he took a location to
undertake his activity in Lebanon, he has to
register at the Ministry of Finance and be subject
to the income tax according to the tax laws and
regulations in force.

The expression "location for undertaking the
activity" means a place that allows the taxpayer to
perform his business for more than 6 months within
a period of 12 months for public and private works
and for a period exceeding 3 months within a
period of 12 months for the other activities,
whether this location is owned or rented by the
taxpayer or left at his disposal. As for the public and
private works, the execution site is considered as
the location for undertaking the activity.

— Besides, the aforesaid expression "permanent
and repetitive" means in this Decree any person
undertaking a taxable activity in Lebanon for
more than one time within a period of 12
months.

This Decree takes into consideration in its
application the Double Taxation Treaties for the
avoidance of double taxation.

All regulatory texts that are incompatible with the
provisions of this Decree are cancelled.
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