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Bahrain Value Added Tax (VAT) – Annual adjustments 
 
On 1 January 2019, Bahrain introduced VAT at a standard rate of 5% as part of the Unified Gulf Cooperation Council VAT 
Framework Agreement. The standard rate was subsequently increased to 10% with effect from 1 January 2022. 

Our latest Tax Insights publication provides an overview of the concept of annual adjustments for VAT purposes. Annual 
adjustments are a key feature of the Bahrain VAT regime and are designed to ensure that input VAT recovery accurately 
reflects a taxpayer’s actual use of goods and services over time. 

The annual adjustment requirements are particularly relevant for VAT-registered businesses that make both taxable and 
VAT-exempt supplies, including (but not limited to) financial services institutions, life insurance providers, real estate 
businesses, holding companies and groups with mixed activities. They are also relevant for taxpayers that have incurred 
capital expenditures, such as on buildings, fit-outs, machinery, or other capital assets that fall within the Capital Asset 
Scheme. 

In our latest Tax Insights article, we explain the annual adjustments requirements, including how it applies to partially 
exempt businesses, the interaction with the Capital Asset Scheme, and the practical considerations taxpayers should 
keep in mind to achieve accurate input VAT recovery and ongoing compliance.   

Click here to read our latest Tax Insights article ‘Bahrain VAT – Annual adjustments’. 
 
Our tax publications are intended to provide a high-level overview of key concepts under the Bahrain VAT 
legislation. This document is for general information purposes only and is not intended to address the 
circumstances of any particular scenario. We recommend businesses seek tax and accounting advice in relation to 
their specific circumstances. 
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