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Bahrain VAT Rate Review 2026: What Businesses Need to Know

An in-depth analysis of Bahrain's VAT rate structure in 2026. Compliance requirements and strategic planning.

As we move through 2026, Bahrain's VAT regime continues to evolve. Since the rate increase from 5% to 10% in January 2022,
businesses have had to adapt. This article provides an updated analysis of the current landscape.

CURRENT VAT FRAMEWORK

Bahrain's VAT system, administered by the National Bureau for Revenue (NBR), operates under VAT Law (Decree-Law No. 48 of 2018).
Key parameters for 2026:

Standard Rate 10%
Zero Rate 0% (exports, basic food)
Exempt Supplies Financial services, residential property
Registration Threshold BHD 37,500 / BHD 18,750

KEY DEVELOPMENTS IN 2026

1. ENHANCED DIGITAL REPORTING

The NBR has invested in digital infrastructure. Businesses should prepare for enhanced real-time reporting and electronic invoicing.
The transition to digitized compliance reduces errors but requires updated accounting systems.

2. EXPANDED ZERO-RATING FOR BASIC GOODS

The list of zero-rated basic food items has been expanded to address cost-of-living concerns. Businesses in the food supply chain
should verify product classifications.

3. INCREASED AUDIT ACTIVITY

NBR has signaled increased compliance audits targeting real estate, financial services, and e-commerce. Proper documentation is
more critical than ever.

4. CROSS-BORDER DIGITAL SERVICES

Bahrain is strengthening its framework for taxing digital services from non-resident suppliers. Ensure correct reverse-charge VAT
accounting on these transactions.

COMPLIANCE CHECKLIST

v Verify VAT registration status with NBR

v Review supply classifications (standard, zero-rated, exempt)
e ¥ Ensure accounting systems support 10% rate
e v Document all input tax claims properly

e V Set reminders for filing deadlines

STRATEGIC RECOMMENDATIONS

e Cash flow: Optimize input claim timing and consider group registration.

Supply chain: Re-evaluate for VAT efficiency, especially for zero-rated exports.
e Technology: Invest in compliant accounting software with automated VAT calculations.

e Training: Keep your finance team updated on NBR guidelines.
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