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What is VAT?

Value Added Tax (VAT) is an indirect tax on 
consumption and it applies to most goods and 

services. VAT is levied on business transactions, i.e. on 
goods and services supplied in the course of business.

Although VAT applies to most goods and services, 
in countries where VAT operates there are normally 
some exceptions. The Gulf Cooperation Council (GCC) 
States are expected to adopt a standard VAT system with 
a single rate applying to most goods and services and 
potentially some limited exceptions such as basic food 
items, healthcare and education. 

Currently five countries in the Middle East region 
(Egypt, Jordan, Yemen, Lebanon, Palestinian Territories) 
have adopted VAT or similar broad based consumption 
tax system (General Sales Tax (GST)). In detail VAT 
is levied at each stage in the chain of production and 
distribution and is collected by businesses on behalf of 
the VAT authorities. VAT is ultimately paid by the end 
consumer. 

Why is VAT being considered by the GCC? 
Governments have been considering the 
need to diversify income sources. 
VAT is seen as an effective tool 
in raising revenue to achieve 
government objectives whilst 
preserving the neutrality 
for businesses. If designed 
and operated correctly and 
efficiently it can provide 
significant revenues with 
limited administrative costs 
and impact on business.

When will VAT be  
introduced by the GCC? 
The exact date is not yet known 
though it is expected that GCC States 
will most likely introduce VAT on 1 Jan 
2018 or by 1 Jan 2019 at the latest. Until further official 
announcements are made and national legislation issued, 
the exact date for each GCC country is yet to be confirmed.

What is the anticipated rate of VAT?
It is expected that the standard rate of VAT will be 5%.

Will VAT apply to everything? 
Some exceptions may apply mainly driven by socio 
economic policy considerations. For example, some items 
may be subject to VAT at 0% (zero-rated), such as basic 
food – where no VAT applies but the related VAT 
incurred on purchases can be deducted. 

Other areas such as healthcare and education may 
be exempt from VAT – where VAT will not apply and 

the related VAT incurred on purchases cannot be 
deducted.

What about imports / exports of goods? 
Based on general VAT principles, VAT will 
apply to goods imported into the GCC 
and this will be payable at the time and 
place of import. Exports (of goods to 
countries outside the GCC territory) 
will not be subject to VAT (generally 
zero-rated).

Will it affect prices / margins? 
VAT is a tax on consumption and 
is levied on the price charged 
to the customer. Therefore it 
is expected that prices will 
increase by the amount of VAT. 

However, it is ultimately 
a matter for suppliers to 
determine the price of their 
goods / services. The price will need to 

take account of VAT, i.e. whether you charge 100 or 
105 the amount will be deemed to include VAT. 

For example, if a supplier charges 105 now 
and 105 after the introduction of VAT (at 

say 5%) then the supplier will only retain 
100 after the introduction as 5 would be 
due as VAT to the tax Authority. 

If the supplier wants to retain the 105 
then the price needs to be increased by 
the amount of VAT (say 5%) to 110.25. 
If the supplier does not increase the 
selling price when VAT is introduced 

then this will effect margins as VAT will 
be due on the amount received. 

(PWC)
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PLUS 6 WINNERS OF MONTHLY SALARIES FOR 1 YEAR

WIN BIggER

Our Children Our Cards

Our SaversOur Ladies

Bringing Banking to Life

www.kfh.bh

For More Information Call 7777 7777
*Special draw to reward clients who have not won in the last 2 years from the drawn month.

AT ISHBILIYA VILLAGE, 
OVER $2.3 MILLION IN PRIZES!

•  Monthly Falconflyer Miles totaling 120,000 miles.
•  Special draws for Women, Under 18 years old, KFHB Credit Card 

holders and Savers in Libshara Investment Saving Account.*
•  Option to deposit in BHD and USD.

•  3 Luxury Ishbiliya Village Villas.
•  3 Luxury Cars.
•  6 Winners of Monthly Salaries for 1 year.
•  Monthly Cash Prizes totaling $75,000.
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2017 will provide a suitable 
environment for all start 

ups to grow and flourish in 
the Kingdom, according to 
a senior official of Bahrain 
Economic Development 
Board. 

EDB Managing Director 
Simon Galpin told DT news 
that a new strategy is being 
envisioned to revitalise the 
start up scene in Bahrain.

“We have a new branding 
for the start ups, which is 
something that the whole 
community can use and 

promote. 2017 is going to 
be really exciting. We want 
to have more events where 
the community can get 
together,” Galpin said. 

He added that more 
promotions would be 
done outside Bahrain 
where potential investors 
in the Kingdom would be 
taken overseas to promote 
themselves more effectively 
at big start up events.  

“More events, initiatives 
and programmes could be 
held next year as Bahrain 
Economic Development 
Board looks to strengthen and 
promote start ups in Bahrain. 
EDB has started implementing 

a new brand named ‘Startup 
Bahrain’ to compliment the 
strategy,”  he said.

“We want to grow the 
number of investors here by 
persuading high net worth 
individuals to invest in 
start ups. We will also look 

to work with universities as 
well to create that spirit of 
entrepreneurship within the 
youth, so we have lots to do,” 
he added.

He said that encouraging 
start ups in FinTech will be on 
the agenda.

“There are a number of 
different startup verticals that 
we are looking at. FinTech of 
course offers a great potential 
here. And we would like to 
work with CBB to develop 
a sandbox type concept,” he 
said.

Start-ups 
to flourish 
next year
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The High Criminal Court 
has sentenced an American 

man, accused of inciting men 
to have paid sex with him, for 
ten days behind bars. 

The defendant is believed to 
have lured his customers via 
social media, before inviting 
them to a five-star hotel to 
have sex with him. According 
to court files, the defendant 
was receiving amounts 
between BD150-400 from each 
customer. 

He was arrested following 
a sting operation, where an 
officer in disguise encouraged 
the defendant to have sex 
with him. The American man 
told prosecutors that he had 

undergone several cosmetic 
surgeries to imitate women and 
he was having sex with men 
twice a week. The defendant 
will be deported following 
imprisonment.

Sex for money: 
Man jailed

The defendant is believed 
to have lured his customers 

via social media, before 
inviting them to a five-star hotel 

to have sex with him
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Isa Cultural Centre is set 
to organise the Bahraini 

Women’s Book Fair tomorrow 
under the patronage of  
HRH Princess Sabeeka  
bint Ibrahim Al Khalifa, Wife 
of His Majesty the King and 
President of the Supreme 
Council for Women (SCW).

The event, which will 
continue until December 12, is 
part of Bahrain’s celebrations 
of the Bahraini Women’s Day. 

Marking the occasion, 
Board of Trustees Chairman 
and Executive Director of Isa 
Cultural Centre Dr. Shaikh 
Khalid bin Khalifa Al Khalifa 
lauded the empowerment 
efforts of SCW to promote 
women’s standing and 
motivating them to bring about 
more achievements to the 
nation. 

He also voiced appreciation 
of the initiatives undertaken 
by HRH Princess Sabeeka 
to further consolidate the 
academic status of Bahraini 
women.

Bahraini 
Women’s Book 
Fair to be held
tomorrow 

EDB Managing Director 
Simon Galpin


