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Introduction 

It is a pleasure to be here this morning to deliver the 

Keynote   Address   to   this   year’s   Abaco   Business Outlook 

Conference.  The day features an excellent roster of speakers and I 

trust that the proceedings will provide valuable insights for all 

participants on the business outlook for this key part of our 

national economy. 

All will know full well that our Government has 

embarked on a major structural reform of the Bahamian tax 

system, both in terms of modernizing the collection of existing 

taxes but also through the introduction of a major new source of 
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revenue.  Tax reform will be an important feature of the business 

environment over both the near term and going forward beyond.    

The introduction of a new Value Added Tax in The 

Bahamas indeed represents a landmark moment in the history of 

our nation.  Following many years of study and discussion, we are 

finally moving to bring our system of taxation up to the proper and 

appropriate standards of the 21st century such that it provides 

adequate resources in support of modern governance going 

forward. 

It goes without saying that the introduction of Value 

Added Tax in The Bahamas next January is a major and 

fundamental economic and fiscal innovation that will indeed be 

transformative: 

 on the economic front, it is expected to lead to enhanced 

economic efficiency and stronger economic growth and job 

creation over time; and 



3 
 

 on the fiscal front, within the framework of our overaching 

Multi-Year Fiscal Consolidation Plan featuring both 

enhanced revenues and sustained restraint of expenditure 

growth, it will lead to the steady and gradual elimination of 

the Government Deficit and a reduction in the burden of 

Government Debt.  

With this as context, in my remarks this morning, I 

want to:  

1. set the new VAT and tax reform within the context of the 

Government’s  overarching  national  development  plan;; 

2. outline the concerted efforts to reform and modernize the 

administration of the major, existing taxes in order to 

enhance revenue collections performance; 

3. review the many initiatives that the Government has 

launched to better contain and control public expenditure; 

4. provide an update on the key elements of the VAT policy and 

administrative framework that is featured in the VAT Act; 
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5. elaborate on the complementary reductions that have been 

announced for various tariff and excise rates; and 

6. expand on the current state of preparations for the 

introduction of VAT in just over three month, and 

specifically on the work that is underway to begin the 

registration process for businesses that will be VAT 

registrants.     

The  Government’s  National  Development Plan  

  It is critically important to properly situate the VAT 

initiative   in   the  broader  context  of   the  Government’s  overall  plan 

for national development.  The plan, appropriately so, is about 

much more than tax reform and the introduction of a new source of 

taxation.  

 

This plan offers new and innovative solutions for the 

wide range of economic and social challenges facing the nation.  

To that end, the Government has charted a course of change with 
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the specific goals and targeted actions that it will implement over 

the full course of its five-year mandate.  The plan is multi-faceted 

and it is targeted to fighting crime and bolstering national security, 

strengthening the economy and creating jobs, enhancing health and 

education and social development generally as well as promoting 

the further development of our Family Islands. 

 

We fully recognize that the challenges that confront us 

are numerous and complex.  The plan of action is commensurate 

with those challenges and the Government is steadfastly committed 

to its full implementation for the sake of a better life and future for 

all Bahamians. 

 

The achievement of those objectives clearly rests on 

stronger economic growth going forward.  To that end, the plan 

encompasses a variety of measures including strengthening our key 

tourism industry; promoting additional foreign direct investment 

across the country, and particularly in Grand Bahama and the 
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Family Islands; exploring avenues for further diversifying our 

economy, especially in the agricultural area through science and 

technology to improve our competitiveness in food production.  

We are also committed to further diversifying our financial 

services sector; the further development and expansion of our 

yachting and shipping registries; expanding our investments in 

education; and strengthening national training through the National 

Training Agency to establish a competency based training and job 

placement system that is flexible and responsive to the 

requirements of the workplace. 

   

From the outset, it has been clear that the plan could not 

simply be fueled by spending more money.  The finances of the 

Government need to be returned to a position of sustainability if 

we are to strengthen confidence in the Bahamas as an attractive 

and secure place for investment, not only by foreigners but by 

Bahamian entrepreneurs as well. 
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The Government has therefore been clear that it will 

implement priority initiatives within its plan to the extent that it 

can do so in a fiscally responsible manner.  We have also stressed 

that we will strive to reform and rebuild the basic structure of the 

public finances such that, over time, we return them to a self-

sustaining basis with no need for annual deficit financing and 

borrowing. 

 

At the same time, by putting the burden of government 

debt on a downward path back to more desirable and appropriate 

levels, we will recreate the fiscal room necessary to finance the full 

complement of our national development plan, including economic 

renewal and stronger job creation.  Seen in this light, fiscal reform 

is  at  the  heart  of  the  Government’s  plan  for  national  economic  and  

social development.  In turn, tax reform is a critical component of 

fiscal reform.  These reforms are critically necessary to allow the 

Government to follow through in making its national development 

plan a reality.  
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For the sake of complete transparency, accountability 

and credibility, the details of the fiscal reform strategy have been 

set out in the form of a Medium-Term Fiscal Consolidation Plan 

through 2016/17.  The plan consists of four key parts: growing the 

economy; restraining expenditure; enhancing revenue 

administration; and securing new sources of revenue. 

 

Through this plan, and in combination with actions to 

strengthen economic growth, the Government is fundamentally 

and, in a balanced way, reforming the structure of both Recurrent 

and Capital Expenditure as well as the structure of Government 

Revenues.  This will allow the Government to: 

 

 eliminate the unsustainable imbalance between Recurrent 

Expenditure and Revenue by 2015/16; 

 significantly reduce the GFS Deficit and set it on course to 

complete elimination; and 
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 arrest the growth in the Government Debt burden and move it 

onto a steady downward path to more prudent and sustainable 

levels. 

 

Reform and Modernization of Major Existing Taxes 

 

The  Government’s   actions   on   the   revenue   front   begin  

with measures to improve the collection of existing taxes in line 

with what is rightfully due to the Government.  Our revenue 

system is seriously deficient and the Government is moving to 

remedy this situation through a number of targeted reform and 

modernization measures.     

 

For one thing, the Government has been pursuing an 

aggressive plan of action in respect of Customs, to bring its 

practices and procedures up to best international standards.  This 

includes reform and modernization measures in respect of business 

process re-engineering and especially in the audit area, 
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strengthened enforcement, a new Customs network infrastructure, 

the procurement of mobile communications instruments and 

portable scanners, mobilization of the Marine and K9 Units and the 

renovation of training sites including those for key Customs 

Operations on the Family Islands. 

As for progress being made on the modernization of the 

Real Property Tax system, concerted efforts are being focused on 

the following major initiatives in the Property Tax Unit of the 

Department of Inland Revenue: 

 

 Introduction of a new Property Tax Management and CAMA 

System that will enable the RPT Unit to improve the 

coverage ratio of the tax system, provide accurate tax 

information, manage arrears and collections and lead to an 

overall enhancement in the efficiency of the department; the 

Government recently signed a contract with Tyler 

Technologies with respect to replacing the Real Property Tax 

System; 
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 Development and implementation of a General Re-

assessment of properties on the register in the Fall of 2014, in 

order to get property values up to date, by either indexing or 

trending existing valuations to achieve better horizontal 

equity; 

 

 Implementation of an Arrears Action Plan utilizing private 

collectors to assist with the collection of outstanding property 

taxes; 

 

 Delivery of an effective programme of Taxpayer Education 

to inform taxpayers on the various aspects of the Real 

Property Tax; and 

 

 Amendments to the Property Tax Legislation to ensure that it 

is in line with best practices. 
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Enhanced Containment and Control of Public Expenditure 

As for the containment and control of public 

expenditure, the Government has taken numerous concrete actions 

to restrain the growth of spending and make that spending more 

efficient and effective.   The overall framework for strengthened 

public financial management is taking place within the scope of the 

new Financial Administration and Audit Act.  The Ministry of 

Finance is, in a determined fashion, enforcing strict expenditure 

discipline and accountability across all Government Ministries, 

Department and public corporations. 

 

In this regard, the Government is committed to a 

fundamental review of its operations and its expenditure and 

revenue control mechanisms, seeking to instill best practices 

wherever feasible.  The Ministry of Finance, in particular, is being 

restructured and strengthened to enhance its capacity to more 

effectively monitor the operations and expenditures of Government 
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Ministries, Departments and public corporations.  Higher levels of 

accountability and transparency are critical.  

 

As regards public corporations, the Ministry of Finance 

is exerting more direct oversight of their financial affairs to ensure 

that they strive for greater levels of efficiency and effectiveness 

and that they are subject to greater accountability to the 

Government. This will allow the budgeting process to be more 

comprehensively informed by the budgets of public corporations, 

such that a truly comprehensive approach to fiscal discipline is 

achieved.  The Government has asked subsidy dependent 

corporations to better align their expenditure plans with the 

resources that are available. 

 

In   addition,   the   Government’s planning function is 

being strengthened such that new investments and projects are 

reviewed in an economically and financially sound and effective 

manner.  The Government is also introducing new Public Sector 
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Procurement procedures which impose greater controls and greater 

efficiency on public spending for goods and services for all public 

entities including public corporations. 

 

As well, the approach to the management of 

government debt has been strengthened with the establishment of a 

Debt Management Committee comprising representatives of 

Finance, the Treasury and the Central Bank.  Through this 

committee, a new debt management policy framework has been 

developed to minimize the financing costs of Government debt 

while also minimizing risk. 

 

Through these actions, Recurrent Expenditure will be 

allowed to grow in dollar terms through the medium- term to allow 

the financing of new and emerging priorities such as the hiring of 

doctors and other staff for the new mini-hospitals.  However, the 

plan does   signal   the  Government’s   commitment   to   a   reduction   in  
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Recurrent Expenditure relative to the size of the economy; this will 

require the setting of clear spending priorities going forward. 

 

Capital Expenditure over the last few years has been at 

exceptionally high levels relative to historical trends.  That has 

reflected important investments in public infrastructure that will 

underpin more buoyant economic growth in the coming years.  

However, due to the fiscal exigencies, the Medium-Term plan calls 

for these expenditures to be returned to their more traditional level 

of 3% of GDP.  Given emerging requirements, this will also 

require strict prioritization and timely profiling on the part of the 

Government. 

 

Key Policy and Administrative Elements of the VAT Bill 

Before getting into the details of the VAT, I will take a 

few moments to provide some background information on the 

context in which the chosen VAT model has been developed. 
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  VAT has been under review and discussion in The 

Bahamas for a very long time and across administrations.  In the 

process, we have benefited from the experience of numerous other 

nations around the world that have adopted a VAT over the past 

decades, as well as from an extensive international academic 

literature on the benefits and key desirable features of a VAT.  

Senior staff and advisors at the Ministry of Finance have also 

honed our VAT proposal on the basis of in-house research and 

visits to other nations in the region.     

After carefully considering the vast amount of 

information at its disposal and the range of potential new revenue 

options, the Government decided that a VAT is the most suitable 

option to enhance the revenue yield of the tax system.  Having said 

that, it is important to also stress that the Government is fully 

mindful of the potential effect on lower income Bahamians and is 

committed to mitigating the impact of VAT on the most needy in 

society, through the financial enhancement of its various social 
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assistance programmes.  This is a practice that has been adopted in 

other countries that have introduced a VAT and it is one that we 

believe is most appropriate in the Bahamian context. 

The phenomenal success of VAT around the globe 

reflects the fact that every country needs a tax on mass 

consumption to adequately finance government programmes and 

services.  More importantly, experience has shown that the VAT is 

the least distorting consumption tax and it is the tax that can be 

administered most effectively.  In other words, VAT is the most 

economically efficient way to collect tax revenues and the cost of 

doing so is generally lower than for other forms of taxation. 

 

According to an IMF tax policy mission that visited this 

country in March of this year, revenue yields from VAT generally 

outperform other types of taxes and this has been demonstrated in 

several Caribbean countries.  For example, following VAT 

introduction, indirect tax revenue increased by at least 3 per cent of 

GDP in Antigua and Barbuda, Belize, Dominica and St. Vincent 
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and the Grenadines.  In the case of St. Kitts and Nevis, the increase 

was on the order of 6 per cent of GDP, on the basis of a VAT 

imposed at a rate of 17 per cent.  

 

The public launch of the VAT process began with the 

release of the White Paper on Tax Reform early in 2013.  While 

there has been some evolution of the proposed framework since 

then, the fundamentals of how the VAT would operate in the 

Bahamas are still broadly in keeping with how the tax operates in 

countries around world.  The objective is to keep the VAT 

administratively simple. 

 

Both the IMF and the IDB have provided invaluable 

technical assistance. The IMF brought regional and international 

experience to bear in helping us to cover all of the necessary bases 

in the draft VAT legislation. The IMF through Its Caribbean 

Regional Technical Assistance Centre (CARTA) also provided 

training to help build capacity for VAT administration. 
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The IDB has made a substantial contribution with the 

economic study on the impact of the VAT.  Following the IDB's 

work, the IMF concluded a mission and issued a draft report to the 

Ministry of Finance on the revenue potential from VAT.  On the 

basis of this revenue modeling work, the Ministry of Finance has 

been able to undertake sensitivity analysis on assumptions in 

respect of the VAT rate, exemptions and the efficiency of tax 

collections. 

 

The government also commissioned Compass Lexecon 

to undertake an additional study on the desirability and suitable 

structure of a VAT.  As well, early this year, the Government co-

operated with the	   Chamber	   of	   Commerce’s	   Coalition	   for	  

Responsible Taxation in respect of the study on fiscal policy 

options that it commissioned to Oxford Economics.  
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The Compass Lexecon study concluded that a VAT is 

by far the superior new tax policy instrument for The Bahamas.  A 

VAT provides the best combination of revenue generation, 

enforceability, efficiency, fairness and compatibility with 

economic growth.  On the latter point this study concurs with the 

literature that VAT is a much better choice relative to personal and 

corporate income taxes and payroll taxes. 

 

However, in light of the current state of the economy, 

the study recommended a VAT rate below 15 per cent, in the range 

of 5 to 10 per cent in combination with other fiscal reforms to meet 

the  Government’s  fiscal  targets. 

 

The key findings of the Oxford Economics study are 

that, if we are to meet our deficit objective by the end of our 
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current mandate, it is critical that we succeed on all revenue 

enhancement initiatives, including reform of property tax and 

Customs operations. 

 

The study also finds that meeting our deficit target by 

2017 will also be more likely to be achieved with a VAT rather 

than a payroll tax.  As well, implementing VAT at a significantly 

lower rate, while desirable and feasible, will nonetheless require a 

much tighter approach to exemptions. 

 

These studies have provided the Government with 

invaluable input into its thinking on the most appropriate approach 

to fiscal consolidation in general and, more specifically, on the 

parameters of a VAT policy framework suitable in the Bahamian 

context. 
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As the Minister of Finance stressed in the May Budget 

Communication, deliberations on VAT have also been most 

usefully instructed by the advice received from the team of New 

Zealand VAT experts that visited our country. These experts had 

discussions with a wide range of stakeholders as well as with 

officials and Ministers.  Through this process, they outlined what 

had made the introduction of VAT in their country so successful 

and offered observations and recommendations on our proposal to 

introduce VAT in The Bahamas.  As these inputs have proven 

critical to the evolution of the VAT proposal, I will review them 

again briefly.             

 

The success of the New Zealand VAT, and there are 

important lessons for us here, was very largely due to: 

➢ an extensive education programme aimed at both the business 

sector and the wider public, with the programme largely 

driven by respected members of the private sector; 
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➢ a Government commitment to minimize the compliance costs 

involved with the new tax, particularly by having virtually no 

exemptions; and 

➢ a Government commitment to offset the effect of VAT on the 

cost of living by reducing income taxes and, for families not 

paying income tax, introducing a form of negative income tax 

or cash transfer system. 

 

As for a VAT in The Bahamas, the New Zealand 

experts recommended that: 

➢ while the Ministry of Finance VAT Implementation Team 

could likely cope with early implementation of VAT, it would 

be prudent to envisage a somewhat later implementation date, 

such as January 1st. 

➢ Moving to a single rate of VAT, other than zero for exports, 

with very limited exemptions would enormously reduce the 

compliance costs of the private sector and the enforcement 
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costs for the public sector.  This would also permit a 

potentially large reduction in the single rate of VAT, almost 

certainly to 10 per cent and quite possibly to below that 

figure. 

➢ While the above approach would minimize compliance costs 

and allow a lower rate, it could also have negative effects on 

the well-being of low-income households.  It would thus be 

vital to introduce mechanisms to protect such households.  

The team estimated that our proposed reforms to social 

assistance programmes appear to provide a suitable delivery 

mechanism for such assistance. 

 

The impact of VAT structure and simplicity/complexity 

on private sector compliance costs is indeed critical.  The issue has 

been documented in a study undertaken by Price Waterhouse 

Coopers on the basis of data collected by the World Bank as part 

of its Paying Taxes 2010 project.  The study concluded that it is 
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very important to streamline the compliance burden and reduce the 

time needed by business to comply if a VAT system is to work 

efficiently.  The key underlying findings are that: 

 Where electronic filing and payment is available and is used, 

the average time to comply with VAT is some 30 per cent 

lower; 

 The frequency of returns is also important; where bi-monthly 

or quarterly returns are available, compliance time falls by 

some 35 per cent; 

 The requirement to submit invoices and other documentation 

with VAT returns increases the time required to comply by a 

factor of 2; and 

 Prompt refunds tend to reduce the time required by 

businesses to comply.  

 

The VAT administrative framework that is in 

development for this country features a number of measures that 
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will ease the compliance burden on business.  There will, for 

instance, be electronic filing and payment; three options for filing 

frequency based on the size of a business; no invoices and 

supporting documentation will need to be filed with VAT returns 

but merely retained for audit purposes; and refund procedures have 

been accelerated.   

 

 

The New Zealand mission has also brought the spotlight 

back to exemptions, an area on which we had a significant private 

sector lobby.  Exemptions when they are socially motivated are 

intended to reduce the burden of consumption taxes on persons 

with lower incomes.  The points that the mission reinforced 

however, are the following: 

➢ The first is that it is a costlier method of trying to help the 

poor, because more revenue is sacrificed in the process to 

those who are not poor.  Take food for example.  While a low-
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income family spends a higher proportion of its income on 

food, a high-income family spends much more on food in 

absolute terms.  So exempting food from VAT would provide 

a much larger dollar benefit to a high-income family than to a 

low-income family.  Having the means to provide direct 

assistance to low-income families is thus a far more efficient 

mechanism than exempting necessities from VAT. 

➢ Studies done in New Zealand at the time of VAT introduction 

showed that the bottom 20 per cent of households spent up to 

29 per cent of their budgets on food while the top 20 per cent 

spent up to 10 per cent.  However, upper income households 

spent twice as much on food as low-income households.  For 

every $100 spent on food, the least well-off spent $6.50 while 

the most well-off spent $12.  Thus taxing all food made more 

than sufficient additional revenue available to redistribute and 

supplement the incomes of the poor. 

➢ In addition, as the Ministry of Finance has emphasized in its 

education campaign, VAT-exempt items can still experience a 
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price increase under a VAT as sellers will not be able to claim 

credits for VAT paid on inputs.  The New Zealand mission 

stressed that this increases the justification for limiting the list 

of items that are exempted from VAT, because it gives the 

businesses that are affected by such changes the opportunity 

to participate fully in claiming credits for VAT paid on their 

operating inputs.  It also allows such businesses to be more 

transparent in undertaking the adjustments to explicitly 

include VAT in their prices. 

➢ The case of electricity is instructive in this regard.  As it will 

not be exempt, BEC will be able to claim credit for all VAT 

paid on its inputs which, for electricity, are significant as they 

represent fully 82.5 per cent of gross output.  That suggests 

that value-added in the electricity sector is only 17.5 per cent 

of gross output.  BEC will then add 7.5 per cent VAT to its 

bills.  However, were electricity to be exempt, BEC would not 

charge consumers the 7.5 per cent VAT but, as VAT on its 

inputs would not be creditable, it would pass on the equivalent 
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of 6.2 per cent of VAT in the form of higher electricity prices.  

BEC’s  commercial  customers  would  be  particular  hard  hit  as  

they would face higher electricity prices and would have no 

input VAT to claim as a credit.  Their own selling prices, and 

the VAT that they charge, would also be higher.  This clearly 

illustrates how undesirable tax cascading can result from VAT 

exemption.        

 

As was explained in the Budget Communication, the 

government has accepted the New Zealand recommendation to 

enlist the private sector in the public education campaign.   A 

private sector Task Force will oversee this process and will be 

tasked to assist in explaining the VAT to the business community 

and the wider public.  

As for the key features of the VAT legislation: 

There will be one single VAT rate across the board 

(other than the zero rate for exports) that has been substantially 
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reduced to 7.5 per cent from the originally proposed 15 per cent.  

The lower VAT rate is deemed to be desirable from both an 

economic and social perspective.  Of course, a lower rate will yield 

somewhat less revenue than we had originally expected.  As such, 

across-the-board reductions in tariffs and excises will not feasible.  

There will, however, be selective reductions in certain areas.  

 

Along with the significantly reduced VAT rate, the 

list of exemptions has been pared substantially.  Specifically, no 

goods will be exempted. As for services, the list of exemptions has 

been tightened to include only the following: 

 Financial services, i.e. credit and deposit/savings products.  

This covers all forms of lending and savings products issued 

by banks, insurance companies and other financial 

institutions.  For insurance, the products affected are, in 

particular, life policies and annuities.  Exemptions on non-

life insurance and annuities are to be preserved until June 

30, 2015. 
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 The sale or rental of a dwelling.  

 

 Education services, specifically explicit tuition-funded 

courses in pre-school, primary and secondary school; and in 

programs of study leading to the award of graduate or 

undergraduate degrees at the tertiary level. 

 

 The sale of vacant land; the stamp tax on transfers remains 

in place. 

 

 A lease of land to the extent that such land is principally 

used, or intended for use, for accommodation as a dwelling 

which is erected or to be erected on such land. 

  

 Any services by a ministry, department, statutory body, 

agency, local government council, or other entity of 

Government, in connection with a taxable activity where the 

consideration for such services is —  
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o (a) nominal in amount; or  

o (b) not intended to recover the cost of such goods or 

services.  

 

 Services rendered by a daycare business, including the 

provision of after-school care.  

 

 Services provided directly by a facility to persons in need of 

care, being persons who are —  

o aged;  

o indigent;  

o infirm; 

o disabled; 

o handicapped. 

 

 

 Health care, specifically for public services provided to 

“public   patients”   receiving   free   care   at   public   facilities  

including children of school age or younger, the indigent, 

aged, government employees and other persons identified by 

the Minister of Health.  
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 Religious services by an institution of religious worship.  

 

 Services by a recognized charity to the extent that such 

services relate directly to the charitable function of the 

charity.  

 

 Games of chance, gambling and lotteries.  

 

A regime of VAT-inclusive, rather than VAT-exclusive, 

pricing will be introduced.  This is to simplify price comparisons 

by consumers, especially when navigating between VAT 

registrants and non-registrants.  The price that consumers see will 

always be the price that they pay. 

 

The registration threshold for VAT will be universal at 

turnover of $100,00 per year.  As well, we will allow group 

registration for related groups of companies, which will use a 

single VAT account and file a consolidated VAT return.  This will 
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eliminate the need to recognize input and output taxes on intra-

group transactions. 

 

There will be three filing periods for VAT which will 

be specified in the VAT rules rather than the Bill.  Businesses with 

annual taxable sales exceeding $5 million will file monthly.  

Businesses below that threshold and with taxable sales exceeding 

$400,000 will be allowed to file quarterly.  Other registrants would 

be allowed to file on a semi-annual basis and use more simplified 

cash accounting methods when compiling their VAT returns.  This 

cash rather than accrual basis of accounting among small 

registrants would also eliminate working capital concerns over the 

treatment of bad debts. 

 

A simplified VAT return using a “flat rate scheme” is 

also proposed for businesses with turnover below $400,000.  VAT 

due to Government would be calculated either as a fixed 
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percentage of cash sales, with no need to account separately for 

input taxes paid; or the business would be allowed to calculate 

both input and output taxes on the basis of cash receipts or cash 

payments. 

 

As well, businesses that qualify, including those that 

currently enjoy fiscal incentives on imports (such as tourism and 

manufacturing firms), may be allowed to defer payment of VAT 

until the return for the respective period is filed. At the time of 

filing, such VAT registrants would be required to report the 

deferred taxes.  They would simultaneously claim any allowable 

input tax credit, and any cash flow impact of paying VAT would 

be minimized.  

 

We will also implement less complex procedures for tax 

credits against bad debts.  The simplified method relieves small 

business firms of the need for accrual accounting for VAT, and 

correspondingly all complications relating to bad debts.  Large 
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firms that must continue to use accrual accounting would face 

fewer hurdles when claiming credits for bad debts.  These credits 

would be allowed when bad debts are recognized, as opposed to 

when collection efforts are exhausted. 

  

As well, we have reduced the timeline for the payment 

of VAT refunds.  Administrative procedures in the VAT Bill 

would allow businesses that file monthly returns to request refunds 

within two months of the period in which the net credits arise.  

Previously, wait times could extend up to 6 months.  VAT 

registrants that sell zero-rated supplies and are always expected to 

be in a net credit position would not be subject to such waits.  Such 

refund claims would be allowed at the same time as the VAT 

returns for the relevant tax period.  Registrants that are allowed to 

file their returns on a less frequent basis would be able to claim 

refunds at the time of filing. 
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We are also providing an additional week to file VAT 

returns.  Businesses will have up to 28 days after the end of each 

tax period to file their returns. 

Tariff and Excise Rate Reductions 

 

It is evident that a lower VAT rate will yield somewhat 

less revenue than we had originally expected.  As such, across-the-

board reductions in tariffs and excises have not been feasible at 

this time.  There will, however, be selective reductions in certain 

areas.  Though not exhaustive, the following list is indicative of the 

areas in which the reductions are primarily focused: 

 building materials, such as wood and wood strips, plywood, 

veneered panels, builders’ joinery and carpentry of wood, 

PVC lumber and composite wood, shingles and shakes, 

Portland cement; 

 articles of apparel, clothing and footwear; 
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 various food items such as turkey, dairy products, soybean 

milk, vegetables, fruits and nuts, fruit juices; 

 instruments and appliances used in medical, surgical, dental 

or veterinary sciences; 

 refrigerators, freezers, stoves and ranges, instantaneous gas 

water heaters, tableware and kitchenware; and 

 selected so-called tourist items such as jewellery, watches 

and clocks, cameras and trunks, suitcases and briefcases.       

 

As has been stressed in the past, this is but the first 

round of tariff and excise cuts that is, at this time, compatible with 

the revenue targets that the Government is seeking to meet with its 

programme of tax reform.  As the Government garners hard 

evidence on actual revenue collections in the first part of 2015, it 

will be in a better position to assess the extent of additional 

reductions that might be feasible going forward.   
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Preparations for VAT Implementation 

In terms of the public awareness campaign, the VAT 

Department has developed a series of public service 

announcements or PSAs, known as VAT FAST FACTS, in the 

form of 30-second clips.  These PSAs are run during the 7pm 

evening news on ZNS and 7:30pm NB12 News daily.  PSAs also 

feature during the JCN evening news spots.  They are also shown 

as paid commercials on all of the major basic channels, such as 

CNN, CNBC and TNT.  VAT Fast Facts will also be shown in the 

local cinemas. 

The PSAs will be updated bi-monthly with clear short 

messages on topics such as “What Is Vat?”, “How is VAT shown 

in everyday prices to the consumer” and “Who is permitted to 

charge VAT”.   

VAT FAST FACTS are also translated into Creole to 

accommodate our Haitian listeners on popular radio talk shows. 
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The Ministry of Finance, with the collaboration of key 

Government agencies, will coordinate the release of information to 

the public on the impact of VAT on all Government services by the 

end of October. Consumer Affairs, the Ministry of Transport, PHA 

& URCA are groups that are represented in this effort to deliver 

one message to the public from the Government. 

Local external media houses are also engaged in 

producing skits for television using Bahamian talent. 

As for business communications, the private sector 

Educational Task Force to which I referred earlier is set to be 

announced shortly.  The Task Force is a panel of 

professional/private sector persons identified to act as an 

intermediary between businesses and the Government.  The panel 

will assist the Ministry of Finance in educating businesses across 

the country on VAT.   The Task Force will also provide feedback 

to the Government on issues affecting the progress of VAT 

implementation.  
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As well, the Ministry of Finance is partnering with the 

Bahamas Chamber of Commerce, the Bahamas Institute of 

Chartered Accountants (BICA) and the Bahamas Hotel and 

Tourism Association, and several other sector representative 

groups, in training members on VAT.  The Ministry conducted a 

one-week intensive training exercise from September 15-21 at the 

Treasury Department.  

The Ministry also conducted a one-day VAT seminar 

hosted by BICA on Sept 18th.  The key topics covered included 

Accounting for VAT, Overview of VAT for selected 

industries/sectors, Transitional Arrangements and the VAT 

registration process.  This seminar will be repeated in Grand 

Bahama later in September. 

Finally, I will say a few words on the VAT registration 

process.  The objective is to register approximately 4,500 

businesses over the $100,000 threshold by November 30th. 
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VAT advisors commenced advisory visits with the top 100 

businesses in the country and Corporate Service Providers on 

September 15th.  The 10 teams of advisors will average 2 visits per 

day.  

There will also be focus group discussions/workshops 

on how to register for VAT commencing the first week of October 

for medium and small businesses.  Workshop locations will be 

widely published in the coming days. 

Online registration will officially commence on 

October 13th.  The registration form is designed to be completed 

online within 15 minutes. Registration kiosks will be available at 

various government offices and public centers including malls. 

Conclusion 

In conclusion, I would reiterate that we firmly believe 

that the VAT legislation sets out a solid, world-class policy and 

administrative framework for a Bahamian VAT that will be 

successful in moving our nation to a system of taxation that is both 
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economically efficient and adequate to serve the needs of modern 

governance. 

I trust that the information that I have provided this 

morning will serve as useful background to your deliberations and 

discussions during the course of this conference.    

 

 

 

 


