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Key definitions to facilitate understanding of transitional rules
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One-off supply A supply of goods or services made typically at a point in time which is not a continuous supply
Law enforcement The enforcement date mentioned in the Amended VAT Law published in the Official Gazette, which is

date 24 December 2021

Effective date The date on which the new VAT standard rate will be effective, which is 1 January 2022




NBR has defined a guide that can help VATpayers determine the applicable VAT
standard rate
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What is the VAT . .
When did the buyer and seller When will the supply be .
1 treatment of the 2 . Applicable standard rate of VAT
formally agree on the sale? delivered?
supply
> On or before 31 Dec 2021 » * 5%
—>| Before 24 Dec 2021 .
* One-off supplies: 10%
> - On or after 1 Jan 2023 »| ¢ Continuous supplies: supplies delivered by Dec 31,
(transitional rules expire on 31 Dec 2022) 2022 will be subject to 5% VAT and remaining will be
subject to 10% VAT
Standard rated —
> Before 1 Jan 2022 » * 5%
—> After 24 Dec 2021
* One-off supplies: 10%
. After 1 Jan 2022 >« Continuous supplies: supplies delivered by Dec 31,
2021 will be subject to 5% VAT and remaining will be
subject to 10% VAT
—> After 1 Jan 2022
er1Jan o « 10%
Zera rated, i):;r;:t andigutof P> Not impacted by VAT rate change

Transitional rules are applicable only when no changes have been made to the contract prior to the supply. For more
information, please refer to The VAT Rate Change Transitional Provisions Guide available on NBR’s website.




List of examples on transitional rules mechanism
"

Sl

National Bureau for Revenue

Contract entered into before 24 December 2021 and the supply is made in 2022

One-off

supply Contract entered into between 24 December 2021 and 1 January 2022 and the supply is made in 2022
over payments schedule

Contract entered into before 24 December 2021 and the supply is made from 2021 to 2023 with
payment made upfront

Contract entered into before 24 December 2021 and the supply is made from 2021 to 2023 with
Continuous payment made each month

supply Contract entered into before 24 December 2021 and the supply is made from 2021 to 2023, with
changes to contracts after 1 January 2022

Contract entered into between 24 December 2021 and 1 January 2022 and the supply is made in 2021
to 2022




Example 1: One-off supply contract entered into before 24 December 2021 and the
supply is made in 2022
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Applicable transitional rule: VAT rate of 5% is applicable on supplies with agreement before law enforcement date and delivery in 2022

240ec 2021 [ 1uan2022 L] revzo2 [

@ Amended VAT law ®VAT rate increase
enforcement date effective date

One-off supply

 Blue Motors is a registered VAT Payer in the Kingdom of Bahrain * Blue Motors delivers the car to
and files their VAT returns on a monthly basis Jassim in Feb 2022

 Blue Motors signs a contract in Sep 2021 with Jassim to supply a * No change to VAT rate and supplies
car in Feb 2022 treatment is required

 Blue Motors receives the full payment for the supply in Sep 2021

¢ Blue Motors must
— Issue an invoice with VAT at 5%
— Include this sale in Sep 2021 filing

This is assuming no changes were made to the contract prior to the supply. For more information, please refer to the VAT Rate Change
Transitional Provision Guide on the NBR's website.




Example 2: One-off supply contract between 24 December 2021 and 1 January 2022
and the supply is made in 2022
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Applicable transitional rule: VAT rate of 10% is applicable on supplies with agreement between law enforcement date and effective date with delivery in 2022

1 24pec2021 [ ] peczon [ ] gan2o2 [ ] yarzoz [ 3
|

@ Amended VAT law o f | @ VAT rate increase
enforcement date ne-o . Supply effective date

Na

 Furniture Co. is a registered VAT Payer in the Kingdom of * Furniture Co. delivers the dining room table to the customer in
Bahrain and files their VAT returns on a monthly basis Mar 2022

* Furniture Co. signs a contract on 25 Dec 2021 to supply a dining
room table to a customer in Mar 2022

* Furniture Co. receives the full payment for the supply on 25 Dec
2021

Furniture Co. must
— Issue an invoice with VAT at 10%
— Include this sale in Dec 2021 filing

This is assuming no changes were made to the contract prior to the supply. For more information, please refer to the VAT Rate Change
Transitional Provision Guide on the NBR's website.




Example 3: One-off supply contract entered into between 24 December 2021 and 1
January 2022 and the supply is made in 2022 over payments schedule
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Applicable transitional rule: VAT rate of 10% is applicable on supplies with agreement between law enforcement date and effective date with delivery in 2022

L 24pec201 [ ] pecooar [ ] 1,an2022

@ Amended VAT law ‘

enforcement date ®VAT rate increase

One-off supply effective date

®)
* Electric Goods Co. is a registered VAT Payer in the Kingdom of Bahrain and files * Electric Goods Co. receives the remaining 50% of the
their VAT returns on a monthly basis payment for television in Feb 2022
* Electric Goods Co. signs a contract on 25 Dec 2021 to supply a television to a * Electric Goods Co. delivers television to the customer
customer in Feb 2022, splitting the full payment into two transactions in Feb 2022
* Electric Goods Co. receives 50% of the payment 25 Dec 2021 with remainder to be * Electric Goods Co. must issue an invoice for 50%
paid by customer in Feb 2022 consideration received at 10% by 15 Mar 2022 and

o . . -
* Electric Goods Co. must issue an invoice for 50% consideration received at 10% by report the 50% payment received in Feb 2022 filing

15 Jan 2022 and report the 50% advance received in Dec 2021 filing

This is assuming no changes were made to the contract prior to the supply. For more information, please refer to the VAT Rate Change
Transitional Provision Guide on the NBR's website.




Example 4: One-off supply contract before 24 December 2021 and the supply is made
in 2023

National Bureau for Revenue

Applicable transitional rule: VAT rate of 5% is applicable on one-off

Applicable transitional rule: VAT rate of 10% is applicable on one-off supplies under contracts entered into before

supplies under contracts entered into before Dec 24, 2021 and Dec 24, 2021 and if the contract is amended after Jan 01, 2022

delivered in 2022

] oct2021 [ 24pec2021 L] 1van2022 [ Fev2o2 [ ] 1uan2023 [ rev2o2s [ 2

@ Amended VAT law ®VAT rate increase Transitional rules
enforcement date effective date expiration date

One-off supply

=
& =
+ Cars & Co. is a registered VAT Payer in the Kingdom of Bahrain + Due to global supply chain disruptions, Cars & Co. confirms to Jehad that car + Cars & Co. delivers
and files their VAT returns on a monthly basis can only be supplied by Feb 2023 the car to Jehad in
* Cars & Co. agrees with Jehad to supply a car in Feb 2022 + The above constitutes a change in contract and therefore 10% VAT rate will be Feb 2023
+ Cars & Co. receives the full payment for the supply in Oct applicable
2021 » Cars & Co. must
+ Cars & Co. must — Cancel the original invoice
— Issue an invoice with VAT at 5% — Issue a new invoice with VAT at 10%
— Include this sale in Oct 2021 filing — Adjust their sales in Oct 2021 filing
— Include this sale in Feb 2022 filing

For more information, please refer to the VAT Rate Change Transitional Provision Guide on the NBR's website.




Example 5: Continuous supply contract entered into before 24 December 2021 and the
supply is made from 2021 to 2023 with payment made upfront
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Applicable transitional rule: VAT rate of 10% is applicable on
continuous supplies under contracts entered into before Dec 24, 2021
and delivered in 2023 and onwards

] oct201 [ 24pec2021 L] pec202t |1 19an2022 [ 1Jan2023

‘ @ Amended VAT law ®VAT rate increase Transitional rules

Applicable transitional rule: VAT rate of 5% is applicable on continuous supplies under contracts entered into

before Dec 24, 2021 and delivered in 2021 and 2022

continuous supply enforcement date effective date expiration date
|| ||
+ Life Health Club is a registered VAT Payer in the Kingdom « After the law enforcement date, Life Health Club must
of Bahrain and files their VAT returns on a monthly basis — Cancel the original invoice
« Life Health Club signs Ali as a member for 2 years (8 — Issue a new invoice that has 5 quarter’s (Oct 2021 to Dec 2022) membership fee (BHD 625) with VAT at 5%
quarters) starting from Oct 2021 to Sep 2023 with a — Issue a second invoice that has 3 quarters (Jan 2023 to Sep 2023) membership fee (BHD 375) with VAT at 10%
membership fee of BHD 1,000 paid in full — Amend Oct 2021 filing to account for 5 quarters of membership fee
« Life Health Club must — Include 3 quarters of membership fee in Dec 2021 filing
— Issue invoice with VAT at 5%
— Include this sale in October 2021 filing

This is assuming no changes were made to the contract prior to the supply. For more information, please refer to the VAT Rate Change
Transitional Provision Guide on the NBR's website.




Example 6: Continuous supply contract entered into before 24 December 2021 and the
supply is made from 2021 to 2023 with payment made each month
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. - : . . . Applicable transitional rule: VAT rate of 10% is applicable on continuous
. o)
Applicable transitional rule: VAT rate of 5% is applicable on continuous supplies under contracts entered T3 T e e e [ateiie e o, b, (e e

into before Dec 24, 2021 and delivered in 2022 )
in 2023

] Jan2021¢ | J24Dec2021] ___J 1Jan2022 | ] 1Jan2023 | | Jan2023 | 2

Amended VAT law ®VAT rate increase Transitional rules
continuous supply enforcement date effective date expiration date
EX
+ IT Consulting Co. is a registered VAT Payer in the Kingdom of Bahrain and files their VAT returns « Starting 1 Jan 2023 till the end of the 3-year

contract on 31 Dec 2023, VAT at 10% will apply on

on a monthly basis
services provided

IT Consulting Co. signs a 3-year contract on 1 Jan 2021 to provide a customer with ongoing IT
consulting services

* |IT Consulting Co. must
— Issue invoices with VAT at 10%

» The contract states that IT Consulting Co. will raise an invoice after the end of each month
— Include invoiced sale in each month’s filing period

IT Consulting Co. must
— Issue invoices with VAT at 5%
— Record invoiced amounts in their monthly VAT return

This is assuming no changes were made to the contract prior to the supply. For more information, please refer to the VAT Rate Change
Transitional Provision Guide on the NBR's website.
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Example 7: Continuous supply contract entered into before 24 December 2021 and the
supply is made from 2021 to 2023, with a change to the contract after 1 January 2022
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Applicable transitional rule: VAT rate of 5% is applicable on continuous supplies under contracts entered e
PP ) ° PP PP supplies under contracts entered into before Dec 24, 2021 and the contract is

into before Dec 24, 2021 and delivered in 2022 amended after the 1 January 2022

(] Jan2021 | l24pDec2021]  J1Jan2022 f I Nov2022

@ Amended VAT law ®VAT rate increase

continuous supply enforcement date effective date

“ER

+ IT Consulting Co. is a registered VAT Payer in the Kingdom of Bahrain and files their VAT returns * IT Consulting Co. amends their contract by
on a monthly basis including new services

+ IT Consulting Co. signs a 3-year contract on 1 Jan 2021 to provide a customer with ongoing IT » From Nov 2022 till the end of the 3-year contract on
consulting services 31 Dec 2023, VAT at 10% will apply on services

» The contract states that IT Consulting Co. will raise an invoice after the end of each month * IT Consulting Co. must

— Issue invoices with VAT at 10%
— Include invoiced sale in each month’s filing period

IT Consulting Co. must
— Issue invoices with VAT at 5%
— Record invoiced amounts in their monthly VAT return

For more information, please refer to the VAT Rate Change Transitional Provision Guide on the NBR's website.
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Example 8: Continuous supply contract entered into between 24 December 2021 and
1 January 2022 and the supply is made in 2021 to 2022
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Applicable transitional rule: VAT rate of 5% is applicable on continuous supplies Applicable transitional rule: VAT rate of 10% is applicable on continuous supplies under contracts

under contracts entered into after Dec 24, 2021 and delivered in 2021 entered into after Dec 24, 2021 and delivered in 2022 and onwards

] 24pec 201 [ pec2ozn [ ] 1jan2022 [ Feb2022 |
Amended VAT law . VAT rate increase
@ enforcement date G TELS Pl effective date

NN

$

+ Build Co. is a registered VAT Payer in the Kingdom of + Build Co. valued the services supplied under the contract from the date of signing to 31 Dec 2021 at BHD
Bahrain and files their VAT returns on a monthly basis 10,000

+ Build Co. signs a contract on 25 Dec 2021 to build a new road + Build Co. valued the services supplied under the contract from 01 Jan 2022 to 25 Feb 2022 at BHD
on private land in Bahrain over 12 months under standard 20,000

rated treatment « Build Co. will need to apply VAT at 5% on the BHD 10,000 worth of services delivered before 1 Jan 2022

+ Build Co. agreed to raise an invoice every two months and VAT at 10% on the BHD 20,000 worth of services delivered after effective date

 Build Co. must

— Issue an invoice with BHD 10,000 worth of services with VAT at 5% and BHD 20,000 worth of services
with VAT at 10%

— Include this sale in Feb 2022 filing

This is assuming no changes were made to the contract prior to the supply. For more information, please refer to the VAT Rate Change
Transitional Provision Guide on the NBR's website.
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