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I N T R O D U C T I O N

The final Executive Regulations to the Value-
Added Tax Law (VAT Bylaws) were released 
by the Ministry of Finance and Economy in 
Bahrain (MoF) at the end of 2018. Since that 
time, businesses supplying taxable goods or 
services in Bahrain have been able to register 
for VAT, and make the necessary changes to 
their IT and ERP systems in order to meet the 
new reporting and compliance obligations. 

Still getting up to speed with Bahrain’s VAT 
rules and what your new obligations are? 

In this quick guide, you’ll find answers to 
some frequently asked questions and topics.

If you need help applying VAT to your 
business operations in Bahrain or elsewhere 
in the middle east, get in touch with our local 
accounting and tax experts: 

contact@tmf-group.com 

On 1 January 2019, the Kingdom of Bahrain became the third 
Gulf Cooperation Council (GCC) member state to introduce VAT 
at the standard rate of 5%, following the United Arab Emirates 
and Kingdom of Saudi Arabia.
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WHAT ARE THE TAXPAYER REGISTRATION 
DEADLINES? 

The standard notification period to register for VAT 
is 30 days from the last day of the month where the 
value of taxable supplies exceeded the mandatory 
registration threshold, or within 30 days from the end 
of month where the value of these taxable supplies 
is expected to exceed the mandatory registration 
threshold.  

There are three key registration dates during the 
2019 transitional period: 

Before 1 January 2019 
For persons expected to provide annual supplies 
with a value of more than BHD 5m in the year 
commencing 1 January 2019

Before 20 June 2019
For persons providing - or expecting to provide - 
annual supplies with a value of more than BHD 
500k but less than BHD 5m from 1 January 
2019

Before 20 December 2019
For persons providing annual supplies during 
part of the year prior to their registration, or 
expecting to provide annual supplies in the year 
following registration with a value amounting to 
more than BHD 37,500.

IS IT MANDATORY TO REGISTER IF YOU’RE 
A NON-RESIDENT PERSON? 

Non-resident persons are obliged to pay tax 
on supplies made in Bahrain, and should apply 
for registration within 30 days of the first 
VAT-obligated supply. Non-resident persons 
should register directly or by appointing a tax 
representative after the approval of the authority.

VAT

The National Bureau for Taxation (NBT) allows 
two or more legal taxable persons to register as a 
tax group, as long as all group members are:

• related parties
• registered for tax purposes in advance at the 

time of submitting their application with the 
NBT

• not be registered in any other group. 

Each member of the VAT group is jointly liable 
for the VAT payable by the group and other VAT 
obligations. Supplies made between members of 
the VAT group are out of scope for tax purposes.
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INPUT TAX FOR IMPORTED GOODS FROM 
ANOTHER VAT-IMPLEMENTING STATE

A person should not pay VAT on imported goods 
from another VAT-implementing state, if the tax has 
been paid in the other implementing state. 

TAX IMPLICATIONS AND DOCUMENTATION 
FOR INTRA-GCC TRANSACTIONS

If the transferred goods have been used in the other 
VAT-implementing state in a temporary manner, 
within the conditions of temporary entry stipulated 
in the Uniform Customs Law, they should not be 
classed as taxable supplies. However, a customs 
declaration form should be provided as eligible 
documentary evidence, and a bank guarantee is 
also required. 

The supply of goods to another VAT-implementing 
state should not be considered a taxable supply, 
if the supply of goods is part of another taxable 
supply - provided the taxpayer uses those goods to 
provide another taxable supply within 60 days of the 
transfer of the goods to the other member state.

TRANSFER OF GOING CONCERN

The transfer by a taxable person of all or part 
of their economic activity is not considered 
taxable supply, provided that the transfer allows 
the recipient to carry out all or part of the same 
economic activity. However, the transferrer should 
be a taxable person and the recipient a taxable 
person, or someone who becomes a taxable 
person as a result of the transfer. 

The supplier and the recipient are required to notify 
the NBT about this transaction within 30 days of 
the date of transfer.

ELECTRONIC TAX REGISTRATION AND VAT 
FILING

All taxable persons are now mandatorily required 
to use the electronic tax registration and filing 
system to submit the VAT tax return using the 
forms prescribed for this purpose.
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FINANCIAL SERVICES

Financial services scope states that supplies of 
financial services are exempt from VAT, except 
in cases where the consideration payable in 
respect of the service is by way of an explicit fee, 
commission or commercial discount. 

Islamic finance products are treated in the same 
way as equivalent non-Islamic financial products 
for VAT purposes. Life insurance is also exempt 
from VAT, while the supply of general insurance is 
subject to VAT at the standard rate of 5%. It could 
also be treated as zero-rated based on where the 
services are, and the recipient of services. 

FOODSTUFFS

Supplying or importing the necessary foodstuffs is 
zero-rated however this does not include all food 
items. The MoF released its approved list with 94 
zero-rated items. However this does not apply if the 
food was provided in restaurants, cafe shops or any 
other similar establishments.

HEALTHCARE SERVICES

Healthcare services include services supplied that 
are generally accepted in the medical profession as 
being necessary for the treatment of the recipient 
of the supply, including preventive treatment.

REAL ESTATE

The supply of commercial or residential buildings 
by way of sale or lease is exempt from VAT. This 
exemption does not include hotel accommodation 
and car parking rental for less than one month, 
as they are not considered supply of real estate. 
They are therefore subject to VAT at 5%. Newly 
constructed residential or commercial buildings are 
zero rated. The recovery of the input tax is based 
on each type of transaction.

THE PARENT COMPANY AND ITS BRANCHES

Transactions between a parent company and its 
branches are out of scope for VAT purposes, as 
these transactions are considered made within one 
business entity. The head office and branches are 
not necessarily required to all be located in Bahrain.

RECHARGE OF EXPENSES

The recharge of expenses incurred by a taxable 
person under their name to another person is 
subject to VAT at 5%, unless the expenses incurred 
are under the name of the other person. 

USED GOODS

The calculation of VAT on the sale of used goods is 
done using the profit margin method. 
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RECORDS

Records should be kept in electronic or physical 
form for a period of five years after the end of the 
tax period. Records relating to capital assets must 
be kept for the adjustment period, and a further five 
years from the duration of the adjustment period. 
Records relating to real estate must be maintained 
for 15 years from the end of the tax period. 

Advance approval is required from the NBT in cases 
where electronic records are used. The taxable 
person may appoint a third party to maintain their 
records, and the language of the records can be in 
either Arabic or English.

TAX RETURNS

During the 2019 transitional period, tax returns 
should be submitted on a quarterly basis for large 
businesses with annual taxable supplies exceeding 
BHD 5m. They are required to be registered for VAT 
on 1 January 2019. However, from 1 January 2020, 
businesses with annual taxable supplies exceeding 
BHD 3m will file monthly tax returns, and other 
businesses will file their returns quarterly. They may 
also file monthly tax returns if approval is granted by 
the tax authority.

PAYMENT OF VAT

VAT payments are made using the electronic 
payment service before the last day of the 
month following the tax period. However, the 
taxable person may ask for tax to be payable by 
instalments. They must be able to show evidence 
of not being able to settle their tax bill during the 
notification period.

RECTIFICATION OF VAT RETURN

Where errors are made in a tax return resulting in 
under or over-stating the VAT paid for a tax period, 
the taxable person may submit a revised tax 
return. This revised tax return must be submitted 
within 30 days of the date of being aware of the 
error/s.

TAX INVOICE

Tax invoices can be kept in Arabic or English, and 
they do not need to include the VAT registration 
number of the customer. A simplified tax 
invoice may be issued where the customer is 
not registered for VAT, or where the value of 
the supply does not exceed BHD 500. Bank 
statements may qualify as tax invoices if they 
include:

• the name and address of the bank and the 
customer

• the date the statement was issued
• VAT rate applied for each transaction
• the VAT amount for each supply.

ELECTRONIC FILING

The mandatory requirement to provide all 
documents in electronic form is at the discretion 
of the NBT.
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TAX PERIODS DURING THE 
TRANSITIONAL PERIOD

PERSONS WHO REGISTER FOR TAX 2019 TAX PERIODS 

Before 1 January 2019 with annual supplies 
exceeding BHD 5m

Submit tax returns quarterly for the year 
starting 1 January 2019

1 January 2019 to 30 June 2019

1 July 2019 to 30 September 2019

1 October 2019 to 31 December 2019

After the effective date of the VAT law 
but before 1 July 2019

On or after 1 July 2019 but before 1 
October 2019

On or after 1 October 2018

From the registration date to 30 June 2019

1 July 2019 to 30 September 2019

1 October 2019 to 31 December 2019

From the registration date to 30 September 2019

1 October 2019 to 31 December 2019

From the registration date to 31 December 2019

On the effective date of the VAT law with 
annual supplies not exceeding BHD 5m
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IMPLICATIONS

The Executive Regulations released on 
13 December 2018 include a significant 
contradiction to the VAT law with regard to 
allowing the reclaim of input tax on goods 
supplied before the date of registration. The law 
does not allow for tax reclaim if the supply of 
goods has been made before registration, while 
the regulation has allowed the reclaim of the 
input VAT for supplies received five years before 
the registration and held by the taxable person 
at the time of registration.

Aside from the debatable issue of reclaiming 
the input VAT on the goods received before the 
registration, a business may also not be allowed 
to reclaim the input VAT paid on services 
received before six months of registration, 
and this tax will be an additional cost to the 
operating business.

One of the most important impacts is that the 
allocation of costs between a head office and 
its branches are disregarded for VAT purposes, 
whether these allocations are local or cross 
border.

TALK TO US 

VAT is now applicable in Bahrain, and businesses 
should take action to finalise their registration 
with the NBT and complete readiness activities in 
order to be compliant.  

The 2019 transitional period provides flexibility 
for businesses that are still getting up to speed, 
but registering as soon as possible should be a 
priority.

TMF Group’s accounting and tax teams based in 
the middle east can help you with:

VAT registration: including the 
application, online account creation and 
issuance of a Tax Registration Number 
(TRN) and VAT certificate.

VAT impact assessment: we can 
identify all supply and acquisition 
transactions in your business and 
gather the relevant information required 
for your VAT impact assessment. 
Our expert team identifies any gaps 
between your current processes and 
systems, and what is required under the 
new VAT regime.

Ongoing VAT compliance: we can 
assist with the preparation of your VAT 
returns based on the tax data provided, 
help with the filing of the return and 
coordinate to process the VAT payment 
or refund.

VAT recommendations: our team can 
make recommendations on purchase/
sales tax transactions to help you 
mitigate any tax risks. We can review 
business contracts and intercompany 
transactions. We can also make 
recommendations with regard to VAT 
supply chain structuring. 
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Make an enquiry with us today: 

contact@tmf-group.com 

www.tmf-group.com
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