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Bahrain Corporate Income Tax (CIT) - Withholding tax (WHT)

On 29 December 2025, during the weekly Cabinet Meeting, a draft law was referred to the legislative authorities imposing 10%
tax on local companies. The press release refers to the tax applying on “local companies whose annual revenues exceed BHD 1
million or net annual profits exceed BHD 200,000”. We expect the reference to “net annual profits” is a reference to taxable
income. The regime is expected to take effect for fiscal years beginning on or after 1 January 2027 with the law and executive
regulations expected to be issued in the next few months.

We expect the Bahrain CIT regime to have specific provisions related to Withholding tax (WHT) which is a tax deducted at
source from income derived from a jurisdiction. Based on news reports we understand Bahrain is likely to apply WHT of 5% on
payments to non-residents for royalties, interest and services. We expect that dividends will be subject to 0% WHT. Bahrain
resident persons responsible for collecting WHT will be required to file periodic returns and remit the WHT to the National Bureau
for Revenue (NBR).

In our latest Tax Insights article, we discuss the applicability of WHT, impact of tax treaties and the WHT rates that are expected
to apply to cross-border payments made by Bahrain resident entities to recipients from jurisdictions with whom Bahrain has a tax
treaty.

Click here to read our latest Tax Insights article ‘Bahrain Corporate Income Tax (CIT) - Withholding Tax (WHT)'.

Our tax publications are intended to provide a brief introduction to some of the key concepts which will be relevant once a CIT is
introduced. Whilst this publication refers to CIT rules in other jurisdictions, such reference is only for conceptual understanding
and should not be construed as tax advice. This document is for general information 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.

For a detailed discussion on the above, contact us.
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