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Introduction

This training document has been prepared to assist tax assessors and taxpayer service officials to
learn new procedures regarding the administration of the Wage Withholding Tax in a new
computerized environment.

Starting January 2005, a new monthly Wage Withholding Tax Declaration (Form # 0201) must be
used (see appendix 1) in accordance with Instructions #1 of 2005 concerning Income Tax
Deduction by Direct Deduction Method also know as “Wage Withholding Tax”.

This document presents the new designed forms and procedures regarding to the administration of
this withholding tax.

For more information, consult the Instructions #1 of 2005 concerning Income Tax Deduction by
Direct Deduction Method and the Employers Guide to the Wage Withholding Tax.

Revised Wage Withholding Tax Declaration

The new monthly Wage Withholding Tax contains all necessary information to be processed within
the automated system. Instructions to employers on how to complete the form have been inserted
on the reverse of the form. This declaration replaces the quarterly wage withholding tax form
showing a list of employee’s names from which the income tax was deducted, and the amount of
tax deducted from each of them.

This form has to be remitted by the employer! to one of the branch of the General Commission for
Taxes on or before the fifteenth of the month following the month where taxes were withhold from
employee’s salaries. When the fifteenth of the month is a Friday or Saturday, the Employer can
remit the form on Sunday the 16™ or 17" of the month.

This form is not a payment slip but a mere declaration form. Another form is used as a receipt and
issued to the Employer as proof of payment.

Declaration Filing Procedures on the Introduction of an Automated System

At Branch Office or HQ

1. Employer is directed to complete the monthly Wage Withholding Tax declaration Form
#0201 in duplicate (or triplicate if they wish to retain a copy for their own records)

2. Employer submits the return to the counter clerk

3. Counter clerk will verify completeness of declaration and accept or reject. Is it a valid
declaration? If the declaration is signed and noted with the TIN it is valid!

4. If the employer does not know or does not have a TIN they must be sent to the Registration
Desk and allocated a TIN according to the agreed procedures.

5. Clerk stamps declaration and notes date of receipt.

! As stated in General Statement No. 10s/1472 issued by The Ministry of Finance on December 15" 2004, Employers
in the private and mixed sectors, state-owned enterprises, and self-financed governmental offices must fill out the
monthly form and payment to the GTC. See Appendix 9 for a copy of this General Statement.
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6.
7.

Clerk refers employer to cashier in order to make payment.

Clerk batches one copy of the declaration and enters details of return on a duplicate batch
control sheet - TIN, name, tax. (the batch control sheet is a daily record by tax type — there
should be a maximum of 25 declarations per batch). A recommended draft of a batch
control sheet is attached at Appendix 8.

At the end of each day/week the original batch header with attached declarations is
forwarded to the data entry unit at HQ for processing. The duplicate batch header and
declaration are retained within the branch office.

At Headquarters

1.
2.
3.

S
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Head of Data Processing Department receives batches from Branches.

Head allocates batch number and distributes batch to operator.

Operator inputs batch and computer automatically completes verification checks on the
arithmetical accuracy of the declarations.

Declarations which pass verification are retained at HQ for filing.

Declarations which fail verification are rejected by the computer and attached to a computer
produced Reject List.

The Reject List and associated declarations are forwarded to the Branch Office for further
action and the details of the declarations are held on a suspense file pending resolution.
Resolved declarations are returned from the Branch Office with a copy of the Reject List.
Documents are input and declaration fully processed.

Declarations and associated documents are filed centrally.

If an employer files an amended declaration, the procedures are the same as indicated above.

The chart below indicates the kind of errors concerning the monthly Wage Withholding Tax
Declaration # 0201 that central computer may include in a reject list:

Possible Errors in the Reject List for the Form # 0201

Error Description

Missing or invalid tax period

Missing or invalid TIN

Original declaration was checked, but a previous declaration was submitted

Amended declaration was checked, but no previous declaration was submitted

Amount cannot be less than zero

Tax withheld for the month cannot be greater than the employee’s total income

The total number of employees must be equal to the number of employees subject to
tax plus the number of employees not subject to tax

Duplicate declaration

2 |t is not necessary to have two types of batches, one for original declarations and another for amended declarations.
Only one batch will be used for those two types of declarations.



Adjustments and Audits for Wage Withholding Tax

Any adjustment to be made by the GCT to a monthly Wage Withholding Tax (WWTax) declaration
previously filed by an employer will be corrected through the use of a new WWTax Audit Form
#0211 (see appendix 2), together with an attachment entitled “Employee’s Details” Form #0212
(see appendix 3) and if applicable, a duly signed “WWTax — Waiver of late payment penalties”
Form #0213, which is more discussed in a section below.

The Audit form will be fully completed by WWTax Assessor in duplicate and will be dealt with
under the same procedures as for the processing of returns in that it will be batched and sent to HQ
for data entry. While for the Attachment “Employee’s Details”, it will be kept in the employer’s
folder at the tax branch available for consultation by either WWTax Assessor or taxpayer.

The output from the WWTax Audit Form will be the Wage Withholding Tax Adjustment Notice
(see appendix 4), which will be printed at HQ and forwarded to the branch office which originated
the WWTax Audit Form for signature and stamp and onward delivery to the taxpayer.

At Branch Office

1. At the conclusion of either a field or desk audit the WWTax Assessor will complete the
WWTax Audit Form and the attachment entitled “Employee’s Details”. This will detail the
revised tax due by a taxpayer for a particular tax period. If errors are found on more than
one tax period, a separate form and attachment must be completed for each tax period. The
WWTax Audit form is completed in duplicate.

2. The WWTax Audit forms are doubled batched and a batch header completed and attached
to each and the original batch is sent to HQ for processing. The duplicate batch is retained at
the Branch Office.

3. On receipt of the WWTax Adjustment Notice the WWTax Assessor will sign and stamp the
form and ensure delivery to the taxpayer. The duplicate copy of the notice is attached to the
duplicate of the WWTax Audit Form and filed in the taxpayer’s folder.

At Headquarters
1. Head of Data Processing Department receives batches from Branches.
2. Head allocates batch number and distributes batch to operator.
3. Operator inputs batch and computer automatically completes verification checks on the
arithmetical accuracy of the forms.
4. Forms which pass verification are retained at HQ for filing.
5. Forms which fail verification are rejected by the computer and attached to a computer
produced Reject List.
6. The Reject List and associated forms are forwarded to the Branch Office for further action
and the details of the forms are held on a suspense file pending resolution.
Resolved forms are returned from the Branch Office.
Forms are input and fully processed.
9. The WWTax Adjustment Notice is printed in duplicate and sent to the Branch Office which
initiated the Audit Form.
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Waiver of late payment penalties related to the WWTax

When there is an audit, the usual consequence is to increase the tax liability of an employer and
therefore late payment penalties will be calculated. If conditions are met and the WWTax Waiver
of late payment penalties is filled out, the auditor may indicate a percentage of late payment penalty
to be waived for a particular month on box 12 of the WWTax Audit Form (#0211).

By virtue of paragraph 7 of tenth section of the Instructions related to the Wage Withholding Tax,
the GCT might exempt the employer of the whole or part of the additional amount if it is satisfied
that the delay in payment is owing to an acceptable reason. The acceptable reasons can be inspired
from those listed in Article 45 of the Income Tax Law #113 of 1982:

e Sickness incapacitating the taxpayer from work;
e Absence of the taxpayer from Iraq;
e Events of force majeure preventing the taxpayer to pay on time.
Constitute events of force majeure:
e Natural or human-made disasters such as flood, heavy storms, fire;
e Civil disturbances or disruptions in service such as strikes or demonstrations;
e Other circumstances beyond a taxpayer’s control like death, accident.

During the audit period, the employer may request for a waiving of late payment penalties by
writing and hand it over to the auditor®. In this request, the employer must indicate his TIN, the tax
periods for which he is asking for waiving the penalties and the acceptable reasons justifying why
the GCT should waive the penalties.

For evaluating a waiver of penalties, the auditor will consider whether or not the employer could
have had someone else to take care of his obligations. The auditor will examine any supporting
documents or evidence to ensure verification of the employer’s reasons. It should also be noted
that third party negligence or omission, for example, an accountant’s error does not constitute
grounds for cancellation of penalties.

Other acceptable reason would be all late payment penalties related to tax periods before
publication in the Official Gazette of new Instructions related to the WWTax for year 2005 and
even a few months after its issuance date in order to not penalize too harshly the employers that did
not know its new application. General Director shall confirm such a decision in a general statement
to inform the tax officials involved in the WWTax administration.

However interest fees cannot be waived. Accordingly, no reference for interest is made on the
mentioned form.

A copy of the “WWTax Waiver of late payment penalties” (Form #0213) to be filled out by a tax
auditor or taxpayer service official is attached at appendix 5.

The form WWTax Waiver of late payment penalties” has three parts. The first part is to be
completed by the WWTax Auditor for identification of the Employer and calculation of amount of
waived late penalties for each of the tax periods under auditing. The WWTax Auditor has to
indicate also the percentage of waived late payment penalties since this percentage will be recorded
on the WWTax Audit form for each tax period.

® Or taxpayer service official of a tax branch if Employer has been already received a collection notice stating an
amount of late payment penalty.



In the second part, the WWTax Auditor will have to declare the reasons why the late payment
penalties shall be waived according to Article 45 of the Income Tax Law #113 of 1982. In any
case, the accepted reasons have to be approved by the Tax Branch Office manager.

The third part is reserved for the signature of the authorised persons of the GCT for waiving late
payment penalties for the employer. When the amount of the estimation of late waived payment
penalties for a tax period is higher than 500,000 ID, the Head Officer of the Wage Withholding Tax
has to approve the form. When the amount of estimation of late waived payment for a tax period is
more than 2,000,000 ID, the signature of the Deputy Director General in charge of the Wage
Withholding Tax division is required. Finally, when the amount of estimation of late waived
payment penalty for a tax period is more than 5,000,000, the approval of the Director General of
the GCT is required.

The financial management system will be able to determine amount of late waived payment
penalties made by each tax branch office for better control.

Once, the waiver of late payment penalties form is signed by the authorized persons, the form has
to be given back to the WWTax Auditor and indicate on the WWTax Audit form (line 12) the
appropriate waived percentage of late payment penalties for the tax period. The form will be filed
in the employer’s folder.

Also, an employer who has been imposed late payment penalties can request in writing to the
taxpayer service for cancelling those penalties if he meets the conditions set forth in Article 45 of
the Income Tax Law #113. Guidelines are the same outlined than for waiving penalties during an
audit process.

In such a case, the suggested procedure for dealing with an employer request of cancelling® late
payment penalties for the WWTax is the following:

At Branch Office

1. Employer submits a letter to the attention of Taxpayer Service of its tax branch for
cancelling late payment penalties for WWTax. If the reasons are not acceptable, the
Taxpayer Service sends a written letter to the employer stating its refusal.

2. If the reasons are acceptable, a taxpayer service clerk will complete the “WWTax — Waiver
of late penalties form, #0213” in duplicate and enter the information about identification of
the employer, amount of late payment penalties to be cancelled according to the employer’s
data in the GTC file for each tax periods and the acceptable reasons.

These forms are submitted to the tax branch manager for signature and approval.

4. If the amount of Cancelled late payment penalties for a tax period is more than 500,000, the
forms have to be sent to the Head Officer of the WWTax in HQ for his signature and
approval.

5. If the amount of Cancelled late payment penalties for a tax period is more than 2,000,000,
the forms have to be sent by the Head Officer of the WWTax in HQ to the Deputy Director
General in HQ for his signature and approval.

6. If the amount of Cancelled late payment penalties for a tax period is more than 5,000,000,
the forms have to be sent by the Deputy Director General in HQ to the Director General for
his signature and approval.

7. The last authority for signature has to send back the forms to the Taxpayer Service of the
Tax Branch Office which initiates the process. If the forms did not have the approval of the
authorized persons, the Taxpayer Service sends a written letter to the employer stating its
refusal. If the request is approved, a taxpayer service clerk doubles batch the forms and a
batch header is completed and attached to each. The original batch is sent to HQ for
processing. The duplicate batch is retained at the Branch Office.

w

* The word “cancelled” is used when the taxpayer has received a notice stating that he must pay penalties and ask for a
cancellation of penalties to the GCT. As for the word “waived”, it is used when, during an audit, a taxpayer ask for a
waiver of penalties to the GCT before the issuance of an adjustment notice or notice of assessment.



8. On receipt of the approval letter of waived late payment penalties for the WWTax created
by the computer system (see attachment 6), the Taxpayer Service clerk will sign and stamp
letter and ensure delivery to the Employer. The duplicate copy of the letter is filed in the
Employer’s file.

At Headquarters
1. Head of data processing Department receives batch from Branches
2. Head allocates batch number and distributes batch to operator.
3. Operator inputs batch and computer automatically completes verification checks on the
arithmetical accuracy of the forms.
4. Forms which pass verification are retained at HQ for filing.
5. Forms which fail verification are rejected by the computer and attached to a computer
produced Reject List.
6. The Reject List and associated forms are forwarded to the Branch Office for further action
and the details of the forms are held on a suspense file pending resolution.
Resolved forms are returned from the Branch Office.
Forms are input and fully processed.
9. The automated approval letter of waived late payment penalties for the WWTax is printed
in duplicate and sent to the Branch Office which initiated the demand.

o N

Collection of Outstanding WWTax Liabilities

Collection of delinquent taxes is always a difficult task for a tax administration. It can only
commence, however, once an employer has been formally notified that he is in arrears. As such, on
at least a monthly basis, those employers in arrears of WWTax must be identified and a WWTax
Collection Notice printed, signed and stamped for each. A suggested example of the Collection
Notice is attached as Appendix 7.

At Headquarters
1. Head of Data Processing Department prints a WWTax Collection Notice, in duplicate, for
all those employers who have outstanding Wage Withholding Tax liabilities.
2. Notices are collated by Branch Office and forwarded for delivery to employers.

At Branch Office

1. All Notices should be received by the WWTax Assessor.

2. Notices are signed, stamped and delivered to employers. The duplicate copy is retained as a
monitoring advice for the Assessor.

3. The Notice should be followed up with telephone calls and/or visits with a view to
persuading the employer to pay his outstanding liabilities.

4. If these actions prove fruitless then action should be taken, under the current powers
available to the GCT, to seize the property of the employer.
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APPENDIX 1

[1] Tax Period

Ministry of Finance
General Commission for Taxes

(for official use only)

Monthly Wage Withholding Tax Declaration

(YYYY/MM)

[2] Employer’s Taxpayer Identification

Number

[3] Name of Employer

[4] Address of Employer

[5] Mark a cross in one of the boxes when applicable:

[5a]

a

Original Declaration

[5b] L

Amended Declaration

[6] Employees’ Total income for the month in Dinar:

[7] Tax withheld for the month in Dinar:

Data on number of employees for this month:

Total number of Number of employees Number of employees
employees for the from whom Tax was from whom Tax was
month withheld not withheld
[8] [9] [10]
I declare that facts reported in this declaration are true.
Designated Person’s Name and Signature Year/Month/Day
/ /

Telephone:

Ofticial Stamp

(for official use only)

Date of Reception

Year/Month/Day
/ /

Form 0201



Instructions on how to fill out the Monthly Wage Withholding Tax Declaration
The Wage Withholding Tax Declaration has three parts:
Part 1. Identification Data Part

Box [1]: Enter the month in two digits and the year in four digits, i.e. for the month of January
2005, enter “2005.01”.

Box [2]: Enter the Taxpayer Identification Number provided by the General Commission for
Taxes.

Box [3]: Enter the name of the employer.

Box [4]: Enter the address of the employer.

Box [5]: This box has two options. You should cross one of the boxes in accordance with the
following situations: a) Original Declaration is to be crossed when you want to file an original
return for the first time for a tax period and b) Amended Declaration is to be crossed when you
want to amend the original declaration.

Part 2. Activity Data Part

Box [6]: Enter the total income for the month of all your employees. This includes:
e Gross salaries, wages, allowances, bonuses, and other benefits that you have paid to
your employees or have given in kind to your employees,
e Income of unmarried children who are under the age of 18 years added to their father’s
income,
e The wife’s income to be added to husband’s income in the case of a valid request for
aggregation of income.
Box [7]: Enter the amount of tax withheld from salaries paid to your employees for the month.
Box [8]: Enter the total number of all individuals you have employed during the month. The total
number of employees indicated in this box should be equal to the sum of boxes [9] and [10].
Box [9]: Enter the total number of employees from whom Tax was withheld during the month.
Box [10]: Enter the total number of employees from whom Tax was not withheld during the month.
Such a case happens when the amount of monthly legal allowances and other deductions exceeds
the total of employment income received by the employee for the month. Another example is when
spouses have made a valid request for the aggregation of their incomes, in that case, tax has to be
withheld from the husband’s salary only and no tax has to be withheld from wife’s salary.

Enter the name and signature of the designated person and also the date in which declaration is
prepared. Do not forget: This Declaration is signed under penalty of perjury.

Part 3.

Leave the third part blank to be completed by an official of the General Commission for Taxes.



APPENDIX 2

Republic of Iraq
Ministry of Finance
General Commission for Taxes

Wage Withholding Tax Audit Form

[1] Tax Period (YYYY/MM)

(for IT use only)

[2] Employer’s Taxpayer Identification
Number

[3] Name of Employer

[4] Address of Employer

Description

[A]

Employer* General Commission

[B]

for Taxes **

[5] Employee’s total income (column A and E of
Attachment — Employee’s Details, Form 0212)

[6] Tax withheld or to withhold (column D and H
of Attachment — Employee’s Details, Form 0212)

Penalty:

Penalty Description

Amount

[7] Failure to carry out duties as stipulated in law 113 (Art. 56(1)(a))

[8] Contravention to bookkeeping regulations (Art. 56(1)(c) of Law 113)

Data on number of employees for this month:

Total number of employees
for the month

[9]

Number of employees
from whom Tax was
withheld
[10]

Number of employees from
whom Tax was not withheld

[11]

Employer*

General Commission for
Taxes**

* Amounts declared by the employer in his declaration form.

** Amounts determined by the General Commission for Taxes to be the proper value.

Late payment penalties waived for this period by virtue of a written approval, indicate % in box: [12]

(Written approval of General Commission for Taxes is required, Form 0213)

[13] Date Audit Started: _ /  / [14] Date Audit Completed: /[

[15] Place of Audit:

Auditor’s Name and Signature

( )

200__/

Form 0211



Republic of Iraq

Ministry of Finance
General Commission for Taxes

WAGE WITHHOLDING TAX - AUDIT FORM ATTACHMENT

APPENDIX 3

EMPLOYEE’S DETAILS

Page  of

Tax period: | (YYYYIMM)

Taxpayer identification Name of

number: Employer:

Employer General Commission for Taxes (3
Total Gross| Total legal | Taxable Total Gross | Total legal Taxable Tax
Employee's names Employee |incomes (1)|allowances +| Amount Tax incomes | allowances +| Amount | Taxto [discrepancy|
Deductions withheld
ID (2) (A-B) 1) Deductions (E-F)  |withhold| (H-D)
A B C D E F G H |

Total other unchanged employees' figures (4)

Subtotal for this page:
Total (4):

(1): Amounts declared by the employer in its declaration form.
(2): Amounts declared by the employer in its books.

(3): Amounts determined by the General Commission for Taxes to be the proper values.
(4): To be filled for the last page

Form 0212




Republic of Iraq

Ministry of Finance APPENDIX 4
General Commission for Taxes

Wage Withholding Tax Adjustment Notice

Serial No:
[1] Tax Period Issuance Date: I
[2] Employer’s Taxpayer Identification
Number
[3] Name of the Employer
[4] Address of the Employer
Your tax return No. was corrected as follows:
Description [A] [B]
Employer General
Commission for
Taxes
[5] Total number of employees
[6] Employee’s total income
[7] Tax withheld or to withhold
[8] Payment received (Receipts Nos. )
[9] Tax Due [7.B] — [8.B]
[10] Penalty for failure to comply with article 56(1)a) of Income Tax Law #113 of 1982
[11] Penalty for contravention on bookkeeping regulations (Article 56(1)c) of ITL #113
[12] Calculated Interest from / / to / /
[13] Calculated late payment penalty
[14] Amount due as of / / (Sum of lines [9.B] to [13.B]
Additional daily interest of will be charged startingon _ /_/ until the full amount
is paid. If the payment is not receivedby [/ / , @ late payment penalty of will be
charged. An additional late payment penalty of will be charged if the payment is not
receivedby [/ / . The following worksheet may be used to determine the total amount due.
Amount due shown on box [14] above
Additional Interest on Tax due X Days late
Late payment penalty of Jfdidnotpayby [/ /
Additional late payment penalty of ,fdidnotpayby [/ /
Total amount due

Tax Official’s Name and Signature
( )
Year/Month/Day

/ /

Official stamp Form 0251



Republic of Iraqg APPENDIX 5

Ministry of Finance

L. Branch Office:
General Commission for Taxes

Date of request:

Wage Withholding Tax

Waiver of late payment penalties

Employer’s Taxpayer Identification
Number

Name of Employer

Address of Employer

By virtue of Article 45, The General Commission for Taxes exempt the employer identified above
from all or partial late payment penalties calculated according to Article 45 of the Income Tax Law
#113 for the following Tax Periods:

Tax Period Amount of Tax Due | % of waived late payment Amount of waived
penalties late payment penalty

Description of accepted reasons:

Tax Assessor employee’s name: Signature: Date:_ / /

Tax branch manager’s name: Signature: Date:_/__/__
Signatures required for all amounts of monthly waived late payment penalties.

Head Officer of Wage Withholding tax: Signature: Date:_ / [/
Signature required for all amounts above 500,000 of monthly waived late payment penalties.

Deputy Director General: Signature: Date: [/ [
Signature required for all amounts above 2,000,000 of monthly waived late payment penalties

Director General: Signature: Date: /[
Signature required for all amounts above 5,000,000 of monthly waived late payment penalties

Form 0213



APPENDIX 6

Republic of Iraq
Ministry of Finance
General Commission for Taxes

/1

The management of “Name of Employer” (TIN )
“Address of the Employer”

Object:  Late payment penalties waiver / Wage Withholding Tax

We are writing in reply to your demand (of /1), concerning the payment of your wage
withholding tax arrears on your account.

We confirm that we have agreed to waive the late payment penalties by virtue of Article 45 of the
Income Tax Law for the following tax periods:

Tax Period Amount of waived
Late payment penalties

Tax Official’s Name and Signature

( )

Year/Month/Day
/ /

Official Stamp

Form 0253



APPENDIX 7

Republic of Iraq
Ministry of Finance
General Commission for Taxes

/1

The management of “Name of Employer” (TIN )
“Address of the Employer”

Re: Wage Withholding Tax Arrears Notice No.

Our record indicates that your Wage Withholding Tax account is in arrears as shown in the
following table. Please remit the indicated amountby / /  toavoid owing additional interest
and penalty.

Tax Period Tax Due Interest Late Payment | Other Penalties | Amount Due
Penalties asof / /

Total Amount Due

If the total amount due is not remitted by _ / / , then additional interest and possibly late
payment penalty will be charged. The following table shows the additional amount that must be
remitted in addition to the amount shown above.

Tax Daily Interest Late Payment Penalty Additional Late Payment Penalty

Period after _/_/ | Amount If not paid by Amount If not paid by

Tax Official’s Name and Signature

( )

Year/Month/Day
/ /

Official Stamp

Form 0252




4 digit number indicated at
the bottom part of the
form Fxamnle: 0201

Batch Control Number:

Tax Office:

APPENDIX 8

BATCH CONTROL SHEET

/

by a se
Nata P

This number is only entered

nior operator at the
rocessing Center

Name of tax branch and 2 digit code # if
known (see next page)

Form Code: | |

Date Formed:

Number of Documents:

Receipt No. : From

»  Name of form

\

No. TIN

\ Name

Included in this batch
(Max 25)

Net Tax / Amount

Paid

\

Y

Only for receipt payment

OO (N[OOI WIN|F

To be completed by one tax official

from taxpayer service at the tax

branch

L3

Batched By (Name & Signature):
Received By (Name & Signature):

First Operator (Name & Signature):
Second Operator (Name & Signature):
Posted By (Name & Signature):

Total Documents in Error:
Number of Uncorrectable Documents:

Completion Date: __




APPENDIX 8

Tax Office Code for Batch Control Sheet as of August 2005

CODE OFFICE NAME

1 Rusafa

2 Karakh outskirt

3 Karakh center

4 New Baghdad

5 Kadhmia

6 Adhamia

7 Karada

8 Sadir city

9 Basra

10 Zuber

11 Right Ninawa

12 Left Ninawa

13 Dhok

14 Erbil

15 sulaymanyah

20 Anbar

29 Jazira

33 Corporations (Headquarter)
50 WWTax (Headquarter)
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