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Treatment of Withholding Tax

In QuickBooks Accounts

Of the Main Contractor

****

In some circumstances a Sub-Contractor may have their bill paid by a Main Contractor in two ways.   Sixty-five percent of the bill will be paid by bank cheque and the balance of thirty-five percent paid by way of a Tax Deduction Certificate.

The Sub-Contractor sends this Certificate to their Tax Authority in payment of their due taxes (VAT, CPT or PAYE/PRSI).  The Main Contractor sends a Bank Cheque to their Tax Authority, to the value of and together with their copy of the Tax Certificate, in payment of the Tax that they withheld from the Sub-Contractor.


65% by Cheque


                               35%  by Tax Cert.




      Tax Cert                                                                       Cheque + Copy of  Cert.


To process these transactions in QuickBooks accounts we treat the Tax Deduction Certificate the same way as a cheque is treated.   To do this a special Bank Account is set up in QuickBooks which may be called “Withholding Tax Account” or similar.

Posting the Payments

The Cheque

The payments to the Sub-contractor are posted in the usual way by selecting PAY BILLs from the Suppliers menu section.  

When the Sub-contractor’s unpaid bills are shown on-screen, the cheque for the 65% of the bill is posted first, and allocated against the relevant invoice or invoices (if more than one invoice is being paid with the one Cheque only 65% of the value of each Bill should be allocated).  The date of the cheque and the cheque number are recorded in the usual data entry boxes and the usual Bank Account is selected.  This procedure will leave each Bill with an outstanding balance equal to 35% of its value, being the amount of the withholding Tax.

The Tax Certificate

The payment of the balance is made the same way, only this time the “Withholding Tax” bank account is used.   Each Tax Certificate may be regarded as a separate “cheque” used to pay the balance of the Sub-contractors bill, using the Certificate number as the “cheque” number.

When the sub-contactors unpaid bills are on-screen, each Tax Certificate will be allocated, one at a time against the relevant bill.  The date of the Tax Cert. and the Tax Cert. number are entered into the same boxes used for the cheque date and cheque number.  The outstanding balance of the relevant invoice should be equal to the amount of the Tax Cert.

A look at the Register of the Withholding Tax bank account will show a list of all the Tax Certificates posted, with their dates and numbers.

With the relevant Cheque and Tax Certificates posted, the Sub-Contractors invoices will be fully paid.  This leaves the Withholding Tax “bank” account in deficit because the payments thus far have all been one way i.e. out to the Sub Contractor.

Main Contractor pays the Tax.

The Main Contractor now has to send a cheque to the Collector General for the amount of the Tax Certificate(s) – together with a copy of each Certificate (or list of Certificate numbers) - being the amounts withheld from the Sub-Contractors.

 The posting in the QuickBooks accounts is made as a Bank Transfer from the Bank Current Account to the Withholding Tax account.  

Under QuickBooks “Banking” menu there is an option called “Transfer” which may be used to record the cheque payment, with cheque date and number.  There is a “memo” field to record information about the transfer and if possible a list of the Tax Cert. numbers should be entered.

If all amounts are entered correctly and postings are all up to date, the Balance in the Withholding Tax “bank” account will be zero, as all the Tax Certificates paid out and the bank transfers paid in, should balance out.
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