
 
 
© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG 
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A. The KPMG name and logo are registered trademarks 
or trademarks of KPMG International. 829426 

TaxNewsFlash 
United States 

No. 2019-458 
September 19, 2019 

U.S. agencies propose rule to implement 2% 

withholding tax on certain foreign payments 
 
The U.S. Department of Defense, General Services Administration, and National Aeronautics and 
Space Administration today jointly issued for publication in the Federal Register a proposed rule that 
would amend the Federal Acquisition Regulation (FAR) to withhold a 2% tax on contract payments 
made by the U.S. government to foreign persons pursuant to certain contracts.  
 
The proposed rule [PDF 338 KB] would apply with regard to federal government contracts for goods 
or services that are awarded to foreign persons. 
 
As explained in the preamble to the proposed rule, the amendment to the FAR would implement 
Treasury Department final regulations (2016) under section 5000C of the Internal Revenue Code 
relating to the 2%tax on payments made by the U.S. government to foreign entities under certain 
contracts. This proposed rule only addresses the collection of the section 5000C tax from contract 
payments on certain foreign contracts by withholding up to 2% of the payment. As further explained, 
the agency merely withholds the tax for the IRS, and all substantive issues regarding the underlying 
section 5000C tax (e.g., the imposition of, and exemption from the tax) are matters under the 
jurisdiction of the IRS.  
 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is 
issued for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed 
therein, and is not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide 
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it 
will continue to be accurate in the future. Applicability of the information to specific situations should be determined through 
consultation with your tax adviser. 
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https://www.govinfo.gov/content/pkg/FR-2019-09-20/pdf/2019-20227.pdf
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Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 

Privacy | Legal 

 

mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

