‘ LOCAL CONNECT. GLOBAL OUTLOOK. International Tax & Transfer Pricing Practice

REGULATORY ADVISORY UPDATE

Bahrain’s First
Transfer Pricing
Guide

under the Global Minimum Tax (DMTT)

What every in-scope multinational group operating
In the Kingdom must now do.

Swipe -
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Why this Is a turning point

Bahrain has long been a no-corporate-tax jurisdiction. The DMTT changes
that for large multinationals — and transfer pricing is now a hard input into
the tax base.

THE ONE-LINE TAKEAWAY

Where intra-group results are misstated, a Bahrain entity’s financial

accounting net income must be adjusted to an arm’s length outcome —
directly driving the GloBE ETR and top-up tax.

Prescribed TP methods Documentation tiers Arm’s length standard

SBC International Tax & Transfer Pricing Practice Bahrain DMTT ¢ June 2026



h®

LOCAL CONNECT. GLOBAL OUTLOOK. International Tax & Transfer Pricing Practice

Who is In scope?

In-scope MNE Group (Pillar Two / DMTT)

Constituent Joint JV
= ES Ventures Subsidiaries

} } }

CROSS-BORDER DOMESTIC (BH-BH) dealings
Intra-group dealings — OUT of scope

Arm’s length adjustment REQUIRED EXCEPT asset sale / transfer losses

SBC International Tax & Transfer Pricing Practice Bahrain DMTT e« June 2026



h®

LOCAL CONNECT. GLOBAL OUTLOOK. International Tax & Transfer Pricing Practice

J

J

The arm’s length principle

Related parties are treated as independent enterprises. Compliance rests on
two analyses — both must be documented.

1. FUNCTIONAL ANALYSIS 2. COMPARABILITY ANALYSIS

The economically significant Do the controlled terms match what

functions, assets and risks of each Independent parties would have
CEVAARY) agreed?

Higher functions + more assets + greater risk
- higher expected return

Aligning pricing with arm’s length ensures tax reflects where value is created and
risk is assumed.
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L/A

Five comparability factors

1. Contractual
terms

2. Functions, 5. Business
assets & risks strategies

Accurate
Delineation

3. Property / 4. Commercial &
services economic

Together they pin down what was really agreed —
the foundation for choosing a method.
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The five prescribed methods

TRADITIONAL TRANSACTION TRANSACTIONAL PROFIT

CUP RPM CPM

Comparable Resale Price Cost Plus
Uncontrolled Method Method
Price

“MOST APPROPRIATE METHOD” rule — chosen on the facts;
no need to run multiple methods

Tie-breaker 1 Tie-breaker 2

Traditional methods preferred over CUP preferred over all other

profit methods when equally reliable methods when equally reliable
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Proving the outcome: the range

The Guide’s TNMM example: a tested party benchmarked against
comparables with operating margins of 5%—7%.

Arm’s Length Range per the Guide: 5% — 7%
Tested party 6% — WITHIN range

. / = compliant

4% 5% 6% 7% 8% 9% 10%

SBC COMMENTS

Support the range with a robust benchmarking set — Q1 / Median / Q3, not a

bare min—max. If results fall outside, evaluate a documented self-adjustment
before the NBR raises it.
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Two-tier documentation

Prepared for each Fiscal Year — the evidence of compliance.

LOCAL FILE

Group-wide blueprint Bahrain entity detalil

Organisational structure Entity & management
Business & supply chain Each controlled transaction

Intangibles & DEMPE FAR + comparabllity

Financing arrangements Method & tested party

Financial & tax positions APAs, ICAs & financials tie-out
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What it means for you

( )
Bahrain results f he GloBE ETR — mispricing rai
MNE groups / UPE ahrain results feed the Glo ISpricing raises
top-up tax
\_ W,
( )
. - Self-assess arm’s length; adjust financial accounting net
Bahrain entities .
Income
\_ W,
( )
GCCs / shared services Service charges & cost recharges under fresh scrutiny
\_ W,
( )
Loans, guarantees & cash pools tested under OECD
Treasury .
TPG principles
\_ W,
( )

Boards & audit

. TP is now a tax-risk & governance item, not a formality
committees

GCC convergence: align Bahrain with UAE (Art. 34/36) & KSA

for one coherent regional story.
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IS your group ready for
Bahrain DMTT TP?

‘ Scope: confirm in-scope status & map Bahrain entities
Map every cross-border related-party transaction
FAR analysis, benchmarking & method selection

Build the Master File + Bahrain Local File

Align with UAE / KSA / GCC & the Pillar Two return

270+ professionals ¢ 350+ MNE clients ¢ ITR World Transfer Pricing ranked
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Local connect. Global outlook.
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UAE — DUBAI UAE — ABU DHABI INDIA USA

SBC TAX Consulting LLC SBC TAX Consulting LLC SBCLLP SBCLLC

202 & 309, Al Nasr Plaza Unit 801—4A, 8th Floor, Al Suite 5, Level 3, Reliance 8 The Green, Suite A, City of

Commercial Building, Oud Saman Tower-A, Hamdan Cyber Ville, Madhapur, Dover, Delaware — 19901
Metha Metro Station Exit 1, Bin Mohammed St, Al Hitech City, Hyderabad —

Dubai, UAE Danah, Abu Dhabi, P.O. Box 500081
26053
» Recognised Leadership » An Independent Member of

Recommended Firm 2026

Notable Practitioner — TP 2026
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ITR] WORLD TAX Recognised Corporate Tax Firm 2026
Tier 2 Firm 2026

'KRESTON
GLOBAL

| RECOMMENDED FIRM |

Notable TP Firm 2026 & 2024

+971 58 606 0939 | Iinfo@sbcllc.ae www.sbcllc.ae In: SBC UAE

Disclaimer: This material and the information contained herein prepared by SBC Tax Consulting LLC is intended for clients to provide updates and is not an
exhaustive treatment of such subject. We are not, by means of this material, rendering any professional advice or services. It should not be relied upon as the

sole basis for any decision which may affect you or your business. This update should neither be regarded as comprehensive nor sufficient for the purposes of
any decision-making.



