
 

 

 

 

 

 

 

 

1. Is the collection of VAT on online transactions a new tax? 
 

No. This is a new way of collecting VAT on goods and services that VAT was 
always supposed to have been paid. If anyone is paying more VAT today as a 
result of this new collection method, it is because they should have been 
paying more VAT before.  
 

2. When will government introduce the new collection of VAT on online 
transactions? 
 
The necessary legal powers have been established under an amendment to the 
VAT Act which has passed Parliament. The precise timing of when the online 
collection of VAT will start depends on the completion of the technical work. 
This process will be concluded shortly and Government will make an 
announcement as to the date. But remember, if VAT has not been collected 
online because this collection process is not ready, it still needs to be 
collected when the good or service arrives at a port of entry.  

 
3. Why is VAT being collected on online transactions? 

 
Today, an increasing number of goods and services, like hotel rooms and car 
rentals, are being purchased online by tourists and visitors and are consumed 
in Barbados, but they are not brought in to the port. Government is losing an 
estimated $50m of VAT revenues from this type of behaviour, and this new 
collection method will ensure that VAT will be collected on these purchases 
and Government will recover some of the $50m being lost.     
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4. How will the payment processors know which items have VAT and which 
do not? 
 
The Barbados Revenue Authority’s (BRA) agent will interact with each 
payment processor electronically. The processor will reference an electronic 
register of the codes of each good and service and whether they are 
“VATable” in Barbados or not.  
 
No VAT will be paid on items that are not “VATable” in Barbados, or are not 
being consumed in Barbados. Remember the collection of VAT is not based on 
your credit card or bank account or where you are when you make your 
purchase, but what you are buying and where it is being consumed.  

   
5. Will recurring monthly costs on credit cards, e.g, Netflix 

subscriptions, incur VAT? 
 
If a service is “VATable” and it is being consumed in Barbados, VAT will be 
due and will be collected by this method if it is paid via an e-commerce website 
monthly, or in one lump sum.  
 

6. Can people or businesses be taxed twice? 
 
It is the clear intention that VAT should not be paid twice. When VAT is paid 
online, an invoice stating that it has been paid will be automatically produced 
by the payment processor and can be shown to any official in Barbados. If the 
VAT due to be paid is greater than the VAT paid on the e-commerce platform – 
perhaps because of a later addition of shipping costs - then only the difference 
will be due on arrival at a port of entry.  
 

7. If an individual buys goods from Walmart’s e-commerce website, for 
example, will the person pay VAT and the sales tax, which is an 
overseas tax? 
 
No. Which tax they pay will largely depend on where the good is shipped. If it 
is shipped directly to Barbados, then no US sales tax will be charged.  



 

8. If the payment processor is unclear if the item will be consumed in 
Barbados, what will be done? 
 
No VAT will be paid if it is unclear if a “VATable” item is to be consumed in 
Barbados. However, if that good is later brought into the country, VAT will then 
be due at that point, so this is not a loophole or fault in the system. 
Some ask, why then do we need online collection?  Why not just tighten up 
inspections at the ports? What they are missing is that many goods that 
Government is losing VAT from, are not brought into the port, but are already 
here, like hotel rooms. And even when they are brought into the port, VAT 
collection is not as effective as collecting VAT at point of purchase. 
 
Government is separately looking at ways of improving the effectiveness of tax 
collection at ports, while understanding that there is a limit to how much we 
can stop people bringing in goods without paying VAT and not increase aiting 
and delays for everyone at the points of entry into the country. We think that 
would be counter-productive.  
 

9. If persons are paying for exams and professional fees online, will 
they have to pay VAT? 
 
Only if it normally incurs VAT, and only if it will be consumed in Barbados. 
 

10. Will the VAT be charged in Barbados dollars or foreign currency? 
 
VAT will be added to the purchase price of the good and paid in the same 
currency as the good is purchased.  
 
 
 
 
 
 

 



 

11. Will the foreign exchange fee also have to be paid on the VAT on online 
transactions?  
 
Barbados dollars are not legal tender outside of Barbados. If a good or service 
is purchased on a foreign based e-commerce website, and a user is using a 
Barbadian-based credit card, the credit card company will add the foreign 
exchange (FX) fee to the total transaction including the VAT. The FX fee on the 
VAT would represent an additional 0.35% or 35 cents for every $100 on the 
price of the good.  
 
 

 12. Concerns have been raised that every online transaction will be 
scrutinized by the payment processor to see if it is taxable, so the public’s 
privacy can be violated. Is this true? 

 
The payment processor only focuses on the good or service, not on the 
person buying it. But we know that using on-line sites can lead to a loss of 
privacy but this is not the case because of online collection of tax.  
 
 

13. If an item is purchased online and then returned, will there be a 
reversal of the VAT? 
 
If the reversal takes place within a very short space of time, then the whole 
transaction can be refunded, including the VAT. But, if payment has already 
been transmitted to the BRA, then a refund will still be had but the user would 
have to contact the BRA with evidence that the transaction has been reversed.  
 
 
 
 
 
 
 



 

14. Will the payment processor be receiving the taxes from all websites 
that provide goods or services? 
 
The vendor’s website, such as amazon.com or apple.com, never handles the 
VAT in the standard approach we will be adopting. The purchaser of the good 
or service pays the VAT due directly to the payment processor who sends it 
directly to the BRA. It is possible, that a website may try to disrupt a payment 
processor from adding VAT to an invoice, but this has not happened and is of 
no direct benefit to the website. 
 

15. If a manufacturer gets concessions from government, will he/she get 
a rebate now that VAT has to be paid online?     

 
The payment processor can recognize whether a good is “VATable” or not, but 
not whether the purchaser is a business with an exemption or not. 
Consequently, either the purchaser can pay the VAT on the e-commerce 
platform and get a refund from BRA, or they can call the vendor directly and 
make a payment to them for the goods and services outside of their e-
commerce platform. Remember, the payment of VAT online is not linked in any 
way to your credit card or bank account, only whether the goods are 
purchased on an e-commerce website, for consumption in Barbados and is 
eligible for VAT there.     
 
 
 

 


