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PREAMBLE

WHEREAS it is in the interest of the people of the Kingdom of Bhutan to

adopt a modernized system for the taxation of income which:

EMBODIES the principles of equity, fairness, efficiency and robustness in

light of the dynamic trade, commerce and investment environment;
MOBILISES revenue effectively to promote fiscal sustainability; and
SUPPORTS economic growth, progress and prosperity.

Parliament of the Kingdom of Bhutan hereby enacts as follows:
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CHAPTER 1
PRELIMINARY
Title
1. This Act is the Income Tax Act of Bhutan 2025.

Commencement
2. This Act comes into force on the 13" day of the 11™ Month of the Wood

Female Snake Year corresponding to 1% January 2026.

Savings

3. Despite anything to the contrary in any other law for the time being in
force, including section 46B of the Public Finance Act of Bhutan 2007',
the provisions of this Act shall come into force on the 13" day of the 11"
month of the Wood Female Snake Year corresponding to the 1% Day of

January 2026, and shall not apply retroactively.

4.  Despite Section 8, all provisions of the Income Tax Act of the Kingdom
of Bhutan 2001 (hereinafter “the Repealed Act”) shall continue to apply

in full force and effect until the date on which this Act comes into force.

5. Allrights, obligations, assessments, penalties, exemptions, and liabilities
arising under the Repealed Act shall remain valid and enforceable as
if the Repealed Act were still in force, unless expressly modified or

extinguished by this Act.

"New section as inserted by the Public Finance (Amendment) Act of Bhutan 2012.
Income Tax Act of Bhutan 2025 2
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6.  Any legal proceedings, appeals, investigations, or enforcement actions
initiated under the Repealed Act shall continue to be governed by
the Repealed Act until their final resolution, unless this Act provides

otherwise.

Extent
7. This Act extends to the whole of the Kingdom of Bhutan.

Repeal

8. This Act repeals the Income Tax Act of the Kingdom of Bhutan 2001,
Income Tax (repeal of certain provisions) Act of Bhutan 2016, and
Income Tax (amendment) Act of Bhutan 2020 on the 1* day of the 1*
month of the year 2026.

Supersession
9.  This Act supersedes any laws, rules, regulations, notifications, circulars
and executive instruments which are inconsistent with the provisions of

this Act.

CHAPTER 2
IMPOSITION OF INCOME TAX
Charge of income tax
10. Income tax is payable for each Income Year by a person who:
(1) has taxable income for the year; or

(2) receives a final withholding payment during the year.
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11.

12.

13.

14.

15.

The amount of income tax payable by a person for an Income Year is the

total of the amounts payable under section 10(1) and (2).

Subject to section 13, the income tax payable by a person under section
10(1) is calculated by applying the relevant rates of tax set out in

Schedule 1 to the person’s taxable income.

Income tax payable by an individual with respect to taxable income
referable to the assessable income from a business may be subject to the

presumptive taxation rules set out in Schedule 2.

The income tax payable by a person under section 10(2) is calculated by
applying the relevant rate set out in Schedule 1 to each final withholding

payment.

For the avoidance of doubt, the inclusion of an amount in calculating
a person’s income under this Act, including income from an illegal
activity, does not in any way legalize the activity or confer any right,
title, or protection in relation to the amount or the activity from which it

arosec.
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CHAPTER 3
TAXABLE INCOME

Taxable income

16. Subject to section 17, the taxable income of a person for an Income Year

is the total of the person’s assessable income for the Income Year from

each:

(1)
2)
G)
(4)

employment;
business;
investment;

other source.

17. In computing the taxable income of a person for an Income Year under

section 10(1), subtract any applicable reliefs for the Income Year referred

to in Schedule 6.

18. The taxable income of each person is determined separately.

Assessable income

19. Aresident person’s assessable income from a business is:

(1

2)

the person’s income from the business for the Income Year,
irrespective of source; less
any deduction allowed under this Act in respect of the business for

the Income Year.
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20.

Except as provided in section 19, a person’s assessable income from an
employment, business, investment, or other sources for an Income Year
is:

(1) the person’s income from the employment, business, investment,
or other sources (as the case may be) for the Income Year to the
extent that the income is sourced in Bhutan; less

(2) anydeduction allowed under this Act in respect of the employment,
business, investment, or other sources (as the case may be) for the
Income Year, but only to the extent that the payment has a source

in Bhutan.

Income from employment

21.

22.

An individual’s income from an employment for an Income Year is the
individual’s gains and profits from the employment, in money or monies

worth, directly or indirectly, for the Income Year.

In calculating an individual’s gains and profits from an employment for

an Income Year:

(1) include the amounts referred to in section 23 if they are derived by
the individual during the Income Year from the employment; and

(2) exclude the amounts referred to in section 24.
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23.  The amounts included for the purposes of section 22 are:

(1)

2)

3)

(4)

)

(6)
(7

payments of salary, wages, leave pay, overtime pay, fees,
commissions, bonuses, leave travel allowance, and other similar
payments;

payments of allowance, including any cost of living, subsistence,
or rent;

payments providing discharge or reimbursement of personal
expenses incurred by the individual or an associate of the
individual;

payments for the individual’s agreement to conditions of
employment;

the market value of shares at the time allotted or transferred to
the employee under an employee share scheme, including shares
allotted or transferred to the employee as a result of the exercise of
an option or right to acquire the shares, reduced by the employee’s
contribution for the shares;

other payments received in respect of the employment; and

any other amounts or benefits required to be included under this

Act.

24. The amounts excluded for the purposes of section 22 are:

(1

exempt amounts and final withholding payments;
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(2) a discharge or reimbursement of the individual or an associate
of the individual’s dental, medical, or health insurance expenses,

provided that:

(a) the benefit is made available to all full-time employees on

the same terms regardless of their rank or seniority; and

(b)  for the purposes of paragraph (a), a cap on benefit based on
a fixed percentage of an employee’s wages, salary or other
compensation amounts that results in variable amounts of
discharge or reimbursement shall not be deemed to be made

available to all full-time employees on the same terms;

(3) the value of a right or option to acquire shares at the time granted

to an employee under an employee share scheme;

(4) such amounts contributed by the employer to the individual’s
pension and provident fund accounts with the National Pension
and Provident Fund or any approved pension or provident fund
designated by the Ministry, provided that the total amount excluded

in an Income Year under this subsection:

(a) in the case of a member of the Armed Forces: does not
exceed such maximum amount as may be prescribed for
an employer’s contribution for a member for the Armed
Forces under the National Pension and Provident Fund Plan

(Amendment of 2010) Rules and Regulations of Bhutan
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2002, as may be amended, or any successor or superseding
act, rules, regulations, or guidelines; or
(b) in any other case, does not exceed the higher of:

(1)  such minimum amount as may be prescribed for an
employer’s contribution under the National Pension
and Provident Fund Plan (Amendment of 2010) Rules
and Regulations of Bhutan 2002, as may be amended,
or any successor or superseding act, rules, regulations,
or guidelines; and

(1)) such minimum amount as may be prescribed for an
employer’s contribution under the Private Provident
Fund Scheme Guidelines for Individuals Working in
the Private Sector, or any successor or superseding

Act, rules, regulations, or guidelines;

(5) retirement benefit paid as gratuity;

(6) payments for redundancy or loss or termination of employment;

(7)  amounts reimbursed or prescribed amounts of allowance received
in respect of:

(a) official or business travel; or
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(b) relocation expenses incurred for the purposes of pursuing or
carrying out employment;

(8) stipend received by trainees, students and exchange students; and

(9) discretionary grant up to the limit prescribed under Pay Revision

Act.

Income from business
25. A person’s income from a business for an Income Year is the person’s
gains and profits from conducting the business, in money or monies

worth, directly or indirectly, for the Income Year.

26. In calculating a person’s gains and profits from conducting a business
for an Income Year:
(1) include the amounts referred to in section 27 if they are derived by
the person during the Income Year from the business; and

(2) exclude the amounts referred to in section 28.

27. The amounts included for the purposes of section 26 are:
(1) service fees;
(2) consideration received in respect of trading stock;
(3) gains from the realization of non-depreciable assets and liabilities

of the business as calculated under Chapter 6;
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“4)

)

(6)

(7
®)

)

amounts required to be included by Schedule 4 on the realization
of the person’s depreciable assets of the business;

amounts derived as consideration for accepting a restriction on the
capacity to conduct the business;

amounts received as subsidies, grants, or other similar support
payments for the purposes of subsidizing expenditures of a
revenue nature incurred by the person in carrying out the person’s
business;

gifts received by the person in respect of the business;

amounts derived that are effectively connected with the business
and that would otherwise be included in calculating the person’s
income from an investment; and

other amounts required to be included under this Act.

28. The amounts excluded for the purposes of section 26 are:

(D
)

3)

(4)

exempt amounts and final withholding payments;

amounts that are included in calculating the person’s income from
an employment;

amounts received as subsidies, grants, or other similar support
payments for the purposes of subsidizing expenditures of a capital
nature incurred by the person in carrying out the person’s business;
and

amounts received by a company from the issuance of its shares

that are in excess of the par value of the shares.
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Income from investment

29. An individual’s income from an investment for an Income Year is the

individual’s gains and profits, in money or monies worth, directly or

indirectly, from conducting the investment for the Income Year.

30. In calculating an individual’s gains and profits from an investment for

an Income Year:

(1)

)

include the amounts referred to in section 31 if they are derived by
the individual during the Income Year from the investment; and

exclude the amounts referred to in section 32.

31. The amounts included for the purposes of section 30 are:

(1

2

3)

“4)

)

(6)

dividends, interest, charges, annuities, natural resource payments,
rents and royalties;

amounts derived as consideration for accepting a restriction on
the capacity to conduct the investment;

gifts received by the person in respect of the investment;

fees and charges from services rendered relating to the asset;

the fair market rent of any vacant real property, unless written
notification of vacancy is furnished to the Department; and

other amounts required to be included under this Act.
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32.

The amounts excluded for the purposes of section 30 are:
(1) exempt amounts and final withholding payments; and
(2) amounts that are included in calculating the person’s income from

employment or business.

Income from other sources

33.

34.

A person’s income from other sources for an Income Year is the person’s
gains and profits from any source whatsoever, not including profits of a

casual and non-recurring nature.

Without affecting the generality of section 33, the following amounts

are deemed to be income from other sources for an Income Year:
(1) winnings from lotteries, betting, or gambling; and
(2) any amount of unexplained cash credit or unexplained expenditure

or the value of any unexplained investment.

For the purpose of section 34(2), regulations may prescribe the treatment
of such amounts in subsequent Income Years, including the head or
heads of income under which they shall be assessed and the manner and

timing of their inclusion.
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35.

In calculating a person’s gains or profits from other sources for an
Income Year, exclude:

(1) exempt amounts and final withholding payments; and

(2) amounts that are included in calculating the person’s income from

an employment, business, or investment.

Exempt amounts

36.

37.

38.

The amounts set out in Schedule 3 are exempt amounts.

Despite any law to the contrary, an exemption from tax imposed by
this Act must not be provided and an agreement that affects or purports
to affect the application of this Act must not be entered into, except as

provided for by this Act.

Section 37 does not apply to an agreement that is in force at the

commencement date of this Act.

CHAPTER 4
DEDUCTIONS

General principles relating to deductions

39.

The following rules apply to deductions in calculating a person’s income:
(1) no deduction is allowed:
(a) in calculating income from employment except as provided

for in section 44;
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(b)

(©)
(d)

(e)

)]

in calculating income from investment except as provided
for in section 74 and 75;

in calculating income from other source;

for domestic expenditure or excluded expenditure incurred
by the person as provided for in section 712 to 715;

in respect of any amount which has been paid for using
funds described in section 28(3); or

in respect of any amount for which a deduction has already

been taken for income tax purposes;

(2) no deduction is allowed except:

(a)
(b)

(©)

as expressly permitted by this Act;

where supported by clear documentary evidence that the
expense to which the deduction relates has been incurred by
the person; and

to the extent that the amount of deduction is reasonable in

the circumstances; and

(3) where more than one deduction rule applies, apply the more

specific rule, even if that results in the denial of a deduction.
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Residual deduction rule

40.

41.

42.

43.

In calculating a person’s income from a business for an Income Year,
deduct expenses to the extent they are incurred:

(1)  during the year by the person; and

(2) wholly and exclusively in the production of income from the

business, as the case may be.

No deduction shall be allowed under section 40:

(1) in respect of any expenditure incurred by a taxpayer in cash in
excess of Nu. 50,000 in aggregate for a single expense; and

(2) where the taxpayer makes multiple cash payments that, in the
opinion of the Department, form part of a single expense, the
Department may treat such payments as a single transaction if it is
satisfied that the splitting of payments was done with the intent to

circumvent the monetary limit specified under subsection (1).

No deduction is allowed under section 40 for an expense of a capital

nature.

In section 42, “expense of a capital nature” includes an expense that

secures a benefit lasting longer than 12 months.
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Specific deduction
Employment income related expenses
44. In calculating a resident individual’s income from employment for an
Income Year, deduct 15 per cent of the amount of total employment

income of that individual or Nu. 150,000, whichever is lower.

Interest

45. For the purposes of section 40 and subject to sections 47 to 50, interest
incurred by a person during an Income Year under a debt obligation of
the person is incurred in the production of income to the extent that:

(1)  where the debt obligation was incurred in borrowing money: the
money is used during the year or was used to acquire an asset that
is used during the Income Year in the production of income;

(2) inany other case: the debt obligation was incurred in the production

of income.

46. No deduction is allowed under section 40 for interest incurred by a
person during an Income Year under a debt obligation of the person
unless:

(1) the debt obligation is assumed in the name of the person; and
(2) the debt is either:

(a) obtained from a recognized financial institution; or
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(b) adebt between companies that are associates, where:
(1)  all the companies are registered under the Companies
Act of Bhutan 2016 or any successor Act;
(i) the transaction is conducted at arm’s length standard;
and
(iii) the interest is taxable as income of the recipient

company.

Earnings stripping rules

47.

48.

49.

50.

Subject to section 45, the total amount of interest and interest equivalent
expenses of a business allowed as a deduction for any Income Year must

not exceed 30 per cent of the EBITDA of the business.

Any interest expense that is disallowed as a deduction under section 47
for an Income Year is treated as interest paid or accrued in the following
Income Year and may be carried forward indefinitely until utilized in

accordance with the limitation provided in section 47.

The limitation in section 47 does not apply to a bank or an insurance

entity.

For the purposes of section 47:
(1) “EBITDA” means earnings before interest, taxes, depreciation,
and amortization as determined in accordance with the regulations

under this Act; and
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(2) “interest equivalent expenses” means any amount paid in lieu of

interest or for the reduction thereof.

Trading stock
51. In calculating a person’s income from a business for an Income Year,
deduct in respect of trading stock of the business an allowance calculated
as follows:
A+B-C
where A is the opening value of trading stock of the business for the

Income Year;

B is the expenses incurred by the person during the Income Year

that are included in the cost of trading stock of the business; and

C is closing value of trading stock of the business for the Income

Year.

52. For the purposes of section 51:

(1) the opening value of trading stock of a business for an Income
Year is the closing value of trading stock of the business at the end
of the previous Income Year; and

(2) the closing value of trading stock of a business for an Income Year
is the lower of:

(a) the cost of trading stock of the business at the end of the

Income Year; or
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(b) theestimated selling price of the trading stock of the business
in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the
sale, as at the end of the Income Year; and

(3) where the closing value of trading stock is determined in
accordance with subsection (2)(b), the cost of the trading stock is

reset to that value.

53. Despite section 52, the Department may in its discretion accept a
different method of determining the deduction in respect of the trading
stock, if the Department is convinced that such method provides a more
appropriate method of calculation than the method provided under

section 52.

Depreciation deductions
54. In calculating a person’s income from a business for an Income Year,

deduct the depreciation deductions referred to in section 55.

55. Depreciation deductions are:
(1) granted in respect of depreciable assets owned and used by a
person during an Income Year in the production of the person’s
income from a business; and

(2) calculated in accordance with the provisions of Schedule 4.

56. Depreciation deductions granted with respect to a particular Income
Year must be taken in that year and cannot be deferred to a later Income

Year.
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Losses on realization of business assets and liabilities
57. In calculating a person’s income from a business for an Income Year,
deduct:

(1) the person’s loss during the Income Year from the realization of
non-depreciable assets of the business as calculated under Chapter
6;

(2) amounts required to be deducted by Schedule 4 on the realization
of the person’s depreciable assets of the business, to the extent
to which the depreciable assets were used in the production of
income from the business; and

(3) aperson’slossincurred during the Income Year from the realization
of liabilities of the business as calculated under Chapter 6, to the
extent to which:

(a) in the case of a liability that is a debt obligation incurred in
borrowing money: the money was used or an asset purchased
with the money was used in the production of income from
the business; and

(b) inthe case of any other liability: the liability was incurred in

the production of income from the business.

Losses from a business

58. In calculating a person’s income from a business for an Income Year,
deduct:
(1) an unrelieved loss of the person of the year from any other

business; and
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(2) an unrelieved loss of the person for any of the previous Income

Years from the business or any other business.

59. Despite section 58, where a person makes a loss and:
(1) if the loss were a profit and the profit would be taxed at a reduced
rate: the loss is deducted only in calculating:
(a) income taxed at the same reduced rate;
(b) income taxed at a lower reduced rate; or

(c) exempt amounts;

(2) ifthe loss were a profit and the profit would be exempt: the loss is

deducted only in calculating exempt amounts.

60. Loss of a business shall not be allowed to be deducted against the taxable

income of a person under section 16(1), (3), and (4) for an Income Year.

61. In sections 58 and 59:
“loss” of a person of an Income Year from a business is calculated as the
excess of amounts deducted in calculating the person’s income from the

business over amounts included in calculating that income; and
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“unrelieved loss” means the amount of a loss that has not been deducted
in calculating a person’s income under sections 58 and 59 or under

section 99.

Entertainment expenses

62. Entertainment expenses are not deductible against a person’s income
from a business for an Income Year, unless such expenses are directly
related to sales promotion of the business, in which case, the deduction
shall be the actual expenses or 2 per cent of the total income from that

business, whichever is lower.

Loss of asset due to theft, embezzlement, or natural calamities
63. No deduction is allowed under section 40 for losses due to theft,
embezzlement, or natural calamities during an Income Year unless:

(1) the loss is directly related to the business operations;

(2) the loss is substantiated with proper documentation, including
police reports for theft or embezzlement and disaster reports
verified by relevant authority for natural calamities; and

(3) in the case of losses arising from theft or embezzlement by
employees, directors, or business partners, it is demonstrated that
the loss occurred despite reasonable efforts to maintain proper
internal controls and safeguards, and a forensic report is provided

confirming the occurrence and extent of the loss.
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Employment related expenses

64.

Despite section 40:

(1)

2)

3)

a person may not deduct any amount contributed to a provident

fund or a gratuity fund for an employee of that person in an Income

Year, unless the contribution amount is within such limits as may

be prescribed and the provident fund or gratuity fund (as the case

may be) satisfies such conditions as may be prescribed,

a person may not deduct expenses for the payment, subsidy, or

reimbursement of medical expenses of an employee of that person

in an Income Year, unless:

(a) prior recommendation for the medical treatment in respect
of which the expense relates has been obtained from an
authorised and competent medical professional who is
employed with a public or private health facility registered
with the Ministry of Health or as provided in the regulation;
and

(b) the amount of expense is within such limits as may be

prescribed by regulations; and

a person may not deduct an expense relating to human resource
development or training of an employee of the person unless it is
for the purpose of equipping an employee with the knowledge or
skills necessary for the employee to effectively discharge:

(a) the employee’s current responsibilities; or
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(b) responsibilities that the employee is expected to undertake

in his next role with the same employer.

Pre-commencement expenses

65.

66.

67.

Subject to sections 40 and 66, where a person incurs deductible
expenses prior to the commencement of a business, the expenses must
be deducted in the Income Year during which the person commences
business, provided that the expenses are incurred within a period of 12

months immediately before the commencement of the business.

Despite sections 55 and 65, depreciation deductions in respect of
depreciable assets acquired by a person prior to the commencement
of a business are granted from the date of the commencement of the
business, regardless of when the depreciable asset was in fact acquired

or installed.

For the purposes of sections 65 and 66, a person commences business

when the person derives the first ngultrum of income from the business.

Restoration expenditure

68.

69.

A contribution made by a licensee to a restoration fund in accordance
with an approved restoration plan in relation to mining or quarrying
operations is allowed as a deduction for the Income Year in which the

contribution was made.

An expenditure incurred by a licensee in carrying out work required
by an approved restoration plan in respect of the licensee’s mining or

quarrying operations is allowed as a deduction for the Income Year in
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70.

71.

72.

73.

which the expenditure is incurred provided that the work is not paid for,
directly or indirectly, from money made available out of the licensee’s

restoration fund for the mining or quarrying operations.

The following amounts are exempt amounts:
(1) amounts accumulated in a restoration fund; and
(2) amounts withdrawn from a restoration fund to meet expenditure

incurred under an approved restoration plan.

An amount withdrawn from a restoration fund and returned to the
licensee is included in the income from a business of the licensee for the

Income Year in which the amount was returned to the licensee.

Any surplus in a restoration fund of a licensee at the time of completion
of restoration is included in the income from a business of the licensee

for the Income Year in which restoration is completed.

For the purposes of sections 68 to 72:
“approved restoration plan” means a plan for restoration of a mine site

approved by the Department of Geology and Mines; and

“restoration fund” means a fund or account required to be established
under a mining right to provide for the future payment of remedial work
to the licence area covered by the mining right and is managed by the

relevant agency.

Income Tax Act of Bhutan 2025 26



20.

2.

J3.

23,

BRTRY WA aﬁ"qx@lq'naf{{'m«' g’ﬁ'&’ﬁu&qu%q’ Sﬁ'a?ﬁ'ﬁ' 55

q?ﬁ'm;::'na' qnqg&m%ﬁ'q:@ Zdﬂ'éﬂ"'ﬂ‘:lﬁ%gﬂ“

mar R R RSN g ﬁﬁ:«'&:«'&&g’%ﬁ'&:’:

(9) qﬁ%‘q&’&'&‘tﬁmq:@' Qamm]&\@'ﬁ%mnﬁawgq

(1) TERNGRNY SRANRREIARRAY SRR GFRRFY
nax'n]iﬁ'al'ﬁgm'q:mm' @?n‘ﬁ'&\'qmy&’ﬁ'na' SR

N ~

~ a NN N N
C{'N'ﬁ%‘ll'q‘(mk\l' ﬁ%N'QQNN'SQT’Qﬁq'ﬁ' 511"'33\1"?5‘?31'04' Nl!"'

2

2

oAkl q
N ~ A N

. N e . . . . T ey X prye . DA,
FJRUAAR ANFAAUANR ARTFRAARFRT S TN RGN é.fr;qn]

AR QRN GRY éﬁ'ﬁﬁfn'&xq‘

¥4
¥4

qﬁxﬂiﬁq Sggey qa;.ﬂ,:@wi%m.%@ NREN TR
g:ﬁl’ﬁ'&ﬁ' qaxnﬁmgqngﬁﬁ'na' AR GRNTRFR B.fx'ng'n“]'qnw

THEY E|

NGB g NUN g uéq@’{am‘
“qu:rgn'ua' mgx‘q&'&aa&q%"’%&'3\4'@%' N'Qﬂ'ﬁ:‘«'@xmw@w’

~

IV qEFRRYANR NIHRY NN P FY AR g Q@A F
SRS

RYTARAAREAIRR QY NqpRIIRARA N GIFRARAR Fayga
a'N'\rﬁ};N' qa’\.’qg«'a'%ﬁ'ﬁ' &.a’z;«.ﬁﬁ.a.a.‘ﬁ’q.%. N.q.‘é‘;.a.gq.ﬁq:.}sﬂ.
Q q%n@qm’qnﬁ'ﬁ?ﬁw& NRRAT WS %N‘ﬂ'%ﬂ]‘&ﬁ&'ﬁi‘ ﬁwz:'
aﬁm'ﬁﬁmm'ﬁi\]&' q‘éq'gl:'aan'ﬁﬁﬂ

X 'A'GQQ' Ry ‘74"\'516(1'“5451' SN Q(f
LIRS ETTSRR q0q4 3



Rental property related expenses

74.

75.

Where, in an Income Year, an individual derives income from an
investment being a real property, no expenses may be deducted against
the rental income derived by the individual from the real property under
this Chapter, other than the following expenses:
(1) interest paid on debt obligations, where:
(a) the debt was obtained from a recognized financial institution
and incurred in respect of the real property; and
(b) thereal property was acquired for the purposes of generating
rental income for the individual;
(2) an amount equal to 20 per cent of gross rental income for repairs
and maintenance;
(3) property tax paid in respect of the real property; and
(4) premium paid to an insurance company licensed in Bhutan in

respect of insurance for the protection of the real property,

provided that the real property is not self-occupied by the

individual.

Where, in an Income Year, an individual derives income from an
investment being a movable property, deduct 20 per cent of the amount

of total income from that movable property.
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76. Despite section 74 and 75, the deduction amount in an Income Year may

not exceed:

(1

2)

in a case where the individual is subletting a property, the lower
of:

(a) the amount of rent paid by the individual to the lessor; or
(b) the total rental income derived by the individual from the

property for that year; or

in all other cases, the total rental income derived by the individual

from the property for that year.

CHAPTER 5

AMOUNTS USED IN CALCULATING INCOME TAX BASE

Method of accounting

77.  Unless otherwise specified under the provisions of this Act, income and

expenditure shall be accounted for on an accrual basis.

78.  Without affecting the generality of section 77, a person may not deduct

the following amounts until paid:

(1)
2)
€)
(4)
©)

bonus;

leave pay;

leave travel allowance;

travel allowance and daily allowance; or

interest.
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Cash basis accounting
79.  Under the cash basis of accounting, a person:
(1) derives an amount when payment is received by or made available
to the person; and

(2) incurs an expense or other amount when it is paid by the person,

and for the purpose of this section, “received” includes constructive

receipt.

Accrual basis accounting
80. Under the accrual basis of accounting, a person:
(1) derives an amount when it is receivable by the person; and
(2) incurs an expense or other amount when it is payable by the

person.

81. Anamountisreceivable by a person when the person becomes entitled to
receive it, even if the time for discharge of the entitlement is postponed

or the entitlement is payable by instalments.

82. An amount is treated as payable by a person when all the events that
determine liability have occurred and the amount of the liability can
be determined with reasonable accuracy, but not before economic

performance with respect to the amount occurs.
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83.

84.

85.

For the purposes of section 82, economic performance occurs:

(1)  with respect to the acquisition of services or assets: at the time the
services or assets are provided;

(2) withrespect to the use of an asset: at the time the asset is used; and

(3) in any other case: at the time the person makes payment in full

satisfaction of the liability.

Where in calculating income on an accrual basis an inaccuracy mentioned
in section 85 occurs, appropriate adjustments must be made at the time

the payment is received or made so as to remedy the inaccuracy.

For the purposes of section 84, an inaccuracy involves:
(1) a person accounting for a payment of an amount to which the
person is entitled or that the person is obliged to make; and

(2) with respect to the use of an asset: at the time the asset is used.

Claim of right

86.

87.

A person is treated as deriving an amount if the person claims to be
legally entitled to receive it, even if the person is not legally entitled to

receive it.

A person is treated as incurring an amount if the person claims to be
legally obliged to pay the amount, even if the person is not legally

obliged to pay the amount.
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88.

The time at which the person is treated as deriving or incurring an
amount referred to in section 86 or 87 is determined in accordance with

sections 79 to 85.

Reverse of amounts including bad debts

89.

90.

91.

Where a person:
(1) deducts an expense in calculating the person’s income; and

(2) subsequently recovers the expense,

the person must, at the time of recovery, include the amount recovered

in calculating the person’s income.

Where a person:

(1) includes an amount in calculating the person’s income; and

(2) subsequently refunds the amount because of a legal obligation to
do so,

the person may, at the time of refund, deduct the amount refunded in

calculating the person’s income.

Where, in calculating income on an accrual basis, a person:
(1) deducts an expense that the person is obliged to make; and

(2) subsequently disclaims an obligation to incur the expense,

the person must, at the time of disclaimer, include the amount disclaimed

in calculating the person’s income.
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92.  Subject to section 93, where, in calculating income on an accrual basis,
a person:

(1) includes an amount to which the person is entitled; and

(2) the person subsequently:

(a) disclaims an entitlement to receive the amount; or
(b) in the case where the amount constitutes a debt claim of the

person, the person writes off the debt claim as bad debt,

the person may, at the time of disclaimer or write off, deduct the amount

disclaimed or written off in calculating the person’s income.

93. A person cannot disclaim the entitlement to receive an amount or write
off a debt claim as bad unless:
(1) the obligor of the amount or the debtor (as the case may be) is not

an associate of the person;

(2) tax has been paid in an earlier Income Year on such amount that is

to be disclaimed or written off;

(3) the debt is written off as irrecoverable in the person’s financial
accounts; and

(4) either:
(a) where the indebted amount is not more than Nu. 50,000: the

debt is at least three years old, reasonable steps have been
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taken to recover the debt, and such efforts are supported by

clear documentary evidence; or

(b)  where the indebted amount is more than Nu. 50,000: judicial

recourse has been exhausted in respect of recovery of the

debt.

94. The Ministry may prescribe the circumstances under which a person
is deemed to have taken reasonable steps in pursuing payment for the

purposes of section 93(4)(a).

Long-term contracts
95.  Sections 96 to 102 applies to a person who:
(1) carries on a business;
(2) accounts for income tax purposes on an accrual basis with respect
to that business; and

(3) isaparty to a long-term contract.

96. Subject to section 102, amounts to be included or deducted in calculating
the person’s income that relate to a long-term contract are taken into
account on the basis of the percentage of the contract completed during

each Income Year.
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97.

98.

99.

100.

The percentage of a contract completed during an Income Year is
determined using the formula:

A/B x100%

where A is the total expenses incurred to the contract from the start of

and before the end of the Income Year; and

B is the estimated total contract expenses as determined at the

time of commencement of the contract.

Section 99 applies where:

(1) along-term contract is completed; and

(2) the person has an unrelieved loss attributable to that contract for
the Income Year in which the contract ended or any earlier Income

Year.

Despite sections 358 to 364 and sections 521 to 527, the Department may
allow an unrelieved loss to be carried back and treated as an unrelieved
loss of an earlier Income Year for the purposes of sections 58 to 61,
provided that the amount carried back does not exceed the profit (if any)

from the contract for the Income Year to which the loss is carried back.

For the purposes of section 98(1), an unrelieved loss of a business for
an Income Year is attributable to a long-term contract to the extent that

there is a loss from the contract for that Income Year.
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101. A profit or a loss from a long-term contract for an Income Year is
determined by comparing amounts included in income under the

contract with deductions under the contract for that Income Year.

102. Despite section 96, the Department may in its discretion accept a
different method of determining the amounts to be included or deducted
in calculating the person’s income that relate to a long-term contract,
if the Department is convinced that such method provides a more
appropriate method of calculation than the percentage of contract

completed method.

Quantifying according to market value
103. Unless otherwise prescribed by Schedule 5 or by regulations, payment
or amount to be included or deducted in calculating income is quantified

according to market value.

104. The amount of a payment is quantified without reduction for any tax

withheld from the payment under sections 264 to 284.

105. For the purposes of section 103, market value is determined:
(1)  with due regard for the arm’s length standard referred to in sections
116 and 117;
(2) inthe case of an asset, without regard to:
(a) any restriction on transfer of the asset; or
(b) the fact that the asset is not otherwise convertible into a

payment of money or monies worth.
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Indirect payments
106. Section 107 applies if a person:
(1) indirectly benefits from a payment; or
(2)  directs who is to be the payee of a payment, and the payer intends

the payment to benefit the person.

107. The Department may, by guidelines generally or by notice in writing
served on the person referred to in section 106:
(1) treat the person as the payee of the payment;
(2) treat the person as the payer of the payment; or
(3) treat the person as:
(a) the payee of the payment; and
(b) making an equal payment to the person who would be
considered the payee of the payment if this section were

ignored.

Jointly owned property

108. In calculating a person’s income from a property that is jointly
owned with another person, amounts to be included and deducted are
apportioned among the joint owners in proportion to their interests in

the property.

109. Where the interests of joint owners cannot be ascertained they are treated

as equal.
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Compensation and recovery payments
110. Subject to sections 89 to 94, where a person or an associate of the person
derives an amount which compensates for or represents recovery of:
(1) income or an amount to be included in calculating income, which
the person expects or expected to derive; or
(2) aloss or an amount to be deducted in calculating income, which
the person has incurred or which the person expects or is expected

to incur,

such compensation amount is included in calculating income of the

person and takes its character from the amount compensated for.

Annuities, instalment sales and finance leases

111. Payments made by a person under a finance lease or in acquiring an
asset under an instalment sale are treated as interest and a repayment of
capital under a loan made by the lessor to the lessee or by the seller to

the buyer, as the case may be.

112. Payments made to a person under an annuity are treated as interest and
a repayment of capital under a loan made by the person to the payer of

the annuity.
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113. The interest and repayment of capital under sections 111 and 112
are calculated as if the loan were a blended loan with simple interest
calculated semi-annually or such other period as regulations may

prescribe.

114. Sections 153 to 155 provide further rules regarding transfers under

finance leases and instalment sales.

115. Regulations may prescribe that other forms of financing that involve
interest substitutes are treated in a manner consistent with sections 111

to 114.

Arm’s length standard and arrangements between associates
116. Where an arrangement exists between persons who are associates, the
persons must calculate their income and tax payable according to the

arm’s length standard.

117. The arm’s length standard requires persons who are associates to
quantify, characterize, apportion and allocate amounts to be included or
deducted in calculating income to reflect arrangements that would have

been made between independent persons.

118. Regulations may prescribe:
(1) exceptions to sections 116 and 117;
(2) international guidelines that must be followed in applying the

arm’s length standard; and
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(3) the types, contents and formats of records that must be kept and

the duration for which such records must be kept.

119. Where, in the opinion of the Department, a person fails to comply with
section 116, the Department may make adjustments consistent with
section 116, including but not limited to:

(1) re-characterizing an arrangement made between persons who are
associates, including re-characterizing debt financing as equity
financing;

(2) re-characterizing the source and type of any income, loss, amount
or payment; and

(3) apportioning and allocating expenditure.

Income splitting
120. Where a person attempts to split income with another person, the
Department may prevent any reduction in tax payable by issuing a
notice in writing, including:
(1) making adjustments to the amounts to be included or deducted in
calculating the income of each person; and
(2) re-characterizing of the source and type of any income, loss,

amount or payment.
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121. A reference to a person attempting to split income includes a reference
to an arrangement between persons who are associates:
(1) for the direct or indirect transfer of an asset, including the transfer
of an amount to be derived;
(2) where the transferor retains any legal or implicit right to benefit
currently or in the future from the asset; and
(3) where one of the reasons for the transfer is to lower tax payable by

any person.

Foreign currency and financial instruments

122. Subject to section 123 and unless otherwise approved by the Department,
where a person must include an amount or may deduct an amount in
relation to a financial instrument in calculating income from a business
or investment, Bhutan Accounting Standard apply in determining the
time at which the amount is to be included or deducted, to whom the

amount must be allocated, and the quantum and character of the amount.

123. With the prior written approval of the Department, a person may include
an amount or deduct an amount in relation to a financial instrument in
calculating income from a business or investment:

(1) when realized;
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2)

©)

using a specified treatment relating to the character and timing
of the amount, including where the financial instrument has been

entered into for hedging purposes; and

where the amount is in a currency other than Ngultrum, using a
specified translation method such as requiring that the amount must
be translated to Ngultrum at the exchange rate applying between
the foreign currency and Ngultrum on the date the amount is taken

into account for the purposes of this Act.

CHAPTER 6
ASSETS AND LIABILITIES

Calculation of gains and losses

124. A person’s gain from the realization of an asset or liability is:

(M

2)

where the asset is a depreciable asset: the amount by which the sum
of the consideration received for the depreciable asset exceeds the

net cost of the depreciable asset at the time of realization; or

in all other cases: the amount by which the sum of the consideration
received for the asset or liability exceeds the cost of the asset or

liability at the time of realization.
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125. A person’s loss from the realizatio of an asset or liability is:
(1)  where the asset is a depreciable asset: the amount by which the net
cost of the depreciable asset exceeds the sum of the consideration

received for the depreciable asset at the time of realization; or

(2) 1in all other cases: the amount by which the cost of the asset or
liability exceeds the sum of the consideration received for the

asset or liability at the time of realization.

Cost of an asset
126. Subject to this Act, the cost of an asset of a person is the sum of:

(1)  expenditure incurred by the person in acquiring the asset including,
where relevant, expenditure on construction, manufacture or
production of the asset;

(2) expenditure incurred by the person in altering, improving,
maintaining or repairing the asset;

(3) incidental expenditure incurred by the person in acquiring and
realizing the asset; and

(4) income amounts referred to in section 127.
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127. An income amount under section 126(4) is:
(1) an amount:
(a) required by Chapter 3 to be directly included in calculating
the person’s income; or
(b) that is an exempt amount or final withholding payment of

the person; where

(2) the treatment in subsection (1) results from:
(a) the person acquiring the asset; or
(b) another person incurring expenditure of the type mentioned

in section 126(1) or (2) on behalf of the person.

128. The cost of an asset does not include:
(1) overhead expenditure;
(2) excluded expenditure; and
(3) expenditure to the extent to which it is deducted in calculating a

person’s income or included in the cost of another asset.

129. For the purposes of section 126(3), “incidental expenditure” incurred by
a person in acquiring or realizing an asset includes:
(1) advertisingexpenditure, transfer taxes, duties and other expenditure
of transfer;
(2) expenditure relating to establishing, preserving or defending

ownership of the asset; and
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(3) remuneration for the services of an accountant, agent, auctioneer,
broker, consultant, legal advisor, surveyor or valuer relating to

expenditure referred to in subsections (1) or (2).

Consideration received
130. Subject to this Act, “consideration received” for an asset of a person at

a particular time means:

(1) amounts received or receivable by the person for the asset,
including the fair market value of any consideration in kind
determined at the time of realization;

(2) amounts derived by the person in respect of owning the asset,
including:

(a) amounts derived from altering or decreasing the value of the
asset; and
(b) amounts derived from the asset including by way of covenant

to repair or otherwise; and

(3) amounts derived by the person or an entitlement for the person to

derive an amount in the future in respect of realizing the asset.

131. The consideration received for an asset does not include:
(1) an exempt amount;

(2) afinal withholding payment; or
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(3) other than in the case of trading stock, an amount to be directly

included in calculating the person’s income under Chapter 3.

Realization
132. Subject to this Act, a person who owns an asset is treated as realizing the
asset:
(1)  when the person parts with ownership of the asset, including when
the asset is sold, exchanged, transferred, distributed, cancelled,

redeemed, destroyed, lost, expired or surrendered;

(2) in the case of an asset of a person who ceases to exist, including
by reason of the death of an individual, immediately before the

person ceases to exist;

(3) in the case of an asset other than trading stock or a depreciable
asset, where the sum of consideration received from owning the

asset exceeds the cost of the asset;

(4) inthe case of an asset that is a debt claim owned by a person other

than a financial institution, where the person:
(a) reasonably believes the debt claim will not be satisfied;
(b) has taken reasonable steps in pursuing the debt claim; and

(c) writes the debt claim off as bad under section 92.
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(5) in the case of trading stock, a depreciable asset, or a non-
depreciable asset of a business, immediately before the person
begins to employ the asset in such a way that it ceases to be an
asset of any of those types; and

(6) in the circumstances referred to in sections 145 and 234.

Revaluation of assets
133. For avoidance of doubt, except otherwise provided under this Act, where
a person conducts a revaluation of an asset without realizing the asset:
(1) any increase in valuation of the asset is not included in the
computation of income; and

(2) any decrease in valuation of the asset is not allowed as a deduction.

134. For the purposes of section 133, “revaluation” means the process
of reassessing the net cost of an asset to its fair value at the time of

assessment.

Cost of and consideration of liabilities
135. The cost of and consideration received for a liability of a person are
determined consistently with sections 126 to 131 as though:

(1) areference to an asset were a reference to a liability;
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(2) expenditure incurred by the person in realizing the liability are
included in the costs of the liability; and
(3) amounts derived by the person in respect of incurring the liability

are included in the consideration received for the liability.

136. Subject to this Act, a person who owes a liability is treated as realizing
the liability:
(1)  when the person ceases to owe the liability, including when the
liability is transferred, satisfied, cancelled, released or expired;
(2) inthe case of a liability of a person who ceases to exist, including
by reason of the death of an individual, immediately before the
person ceases to exist; and

(3) in the circumstances referred to in sections 145 and 234.

137. Subject to any regulations, sections 141 to 159 apply, with any necessary
adaptations, to liabilities in a manner similar to that in which they apply

to assets.

Reversing, quantifying and compensating amounts

138. Subject to sections 89 to 94, where a person includes expenditure in the
cost of an asset or liability and later recovers the expenditure, the person
must include the amount recovered in consideration received for the

asset or liability, as the case may be.
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139.

140.

Subject to sections 89 to 94, where a person includes an amount derived
in consideration received for an asset or liability and, because of a legal
obligation to do so, later refunds the amount, the person may include the

amount refunded in the cost of the asset.

Where a person or an associate of a person derives an amount, which

compensates for or represents:

(1) recovery of actual or expected costs or expected but not received
consideration for an asset or liability; or

(2) aloss in value of an asset or increase in a liability,

such amount is included in the consideration received for the asset or
liability, as the case requires, subject to any other adjustment under this

Act.

Cost of trading stock and other fungible assets

141.

142.

For the purposes of determining the cost of trading stock of a business

of a person:

(1) noamount in respect of the repair, improvement or depreciation of
depreciable assets is included; and

(2) subject to subsection (1), the absorption-cost method must be
used for amounts that are eligible to be included in the cost of the

trading stock.

The owner of an asset may choose for the cost of the asset to be

determined according to the first-in-first-out method or the average-cost
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method, if the asset is:
(1) trading stock; or
(2) any other type of asset prescribed by regulations that are fungible

and not readily identifiable.

143. A method chosen under section 142 may only be changed with the

written permission of the Department.

144. For the purposes of sections 141 to 143:
“absorption-cost method” means Bhutan Accounting Standard under
which the cost of trading stock is the sum of direct asset costs, direct

labour costs and factory overhead costs;

“average-cost method” means Bhutan Accounting Standard under
which costs are allocated to fungible assets of a particular type owned
by a person based on a weighted average cost of all assets of that type

owned by the person;

“direct asset costs” means expenditure incurred by a person in acquiring
any asset or assets that constitutes trading stock or becomes an integral

part of trading stock produced;

“direct labour costs” means expenditure incurred by a person on labour

that directly relates to the production of trading stock;

“factory overhead costs” means all expenditure incurred by a person in
producing trading stock except direct labour costs and direct asset costs;

and
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“first-in-first-out method” means Bhutan Accounting Standard under
which costs are allocated to a fungible asset of a particular type owned
by a person based on the assumption that assets of that type owned by

the person are realized in the order of their acquisition.

Realization with retention of asset
145. Where a person realizes an asset in any of the manners described in
section 132(2) to (5), the person is treated as:

(1) having parted with ownership of the asset and deriving an amount
in respect of the realization equal to the market value of the asset
at the time of the realization; and

(2) immediately reacquiring the asset and incurring expenditure of the

amount referred to in subsection (1) in the acquisition.

Transfer of assets to an associate or for no consideration
146. Subject to sections 147 and 149, where a person realizes an asset by way
of transfer of ownership of the asset to an associate of the person or by
way of transfer to any other person by way of gift:
(1) the person is treated as deriving an amount in respect of the
realization equal to the greater of:
(a) the market value of the asset; or
(b) the net cost of the asset immediately before the realization;

and
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(2) the person who acquires ownership of the asset is treated as
incurring expenditure of the amount referred to in subsection (1)
in the acquisition.

147. Subject to section 197, where a person realizes an asset, being trading
stock, a depreciable asset, or a non-depreciable asset of a business, by
way of transfer of ownership of the asset to an associate of the person
and the requirements of section 148 are met:

(1) the person is treated as deriving an amount in respect of the
realization equal to the net cost of the asset immediately before
the realization; and

(2) the associate is treated as incurring expenditure of the amount

referred to in subsection (1) in acquiring the asset.

148. The requirements specified in section 147 are:

(1) either the person or the associate is an entity;

(2) the asset or assets are trading stock, depreciable assets, or non-
depreciable assets of a business of the associate immediately after
transfer by the person;

(3) at the time of the transfer:

(a) the person and the associate are residents; and
(b) the associate or, in the case of an associate partnership, none
of its partners is exempt from income tax;

(4) there is continuity in underlying ownership of the asset of at least

50 per cent; and
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(5) anelection for Section 147(1) to apply is made by both the person

and the associate in writing to the Department.

Transfer of asset as part of divorce settlement or on death

149. where an individual transfers an asset to the spouse or former spouse as
part of a divorce settlement, or where an individual realizes a business
asset on death by way of transfer of ownership of the asset to another
person:

(1) the business is treated as deriving an amount in respect of the
realization equal to the net cost of the asset immediately before
the realization; and

(2) the person who acquires ownership of the asset is treated as
incurring expenditure of the amount referred to in subsection (1)

in the acquisition.

Realization by separation
150. Subject to sections 152 to 155, where rights or obligations with respect
to an asset owned by one person are created in another person, including
by way of lease of an asset or part thereof:
(1) where the rights or obligations created are permanent: the one
person is treated as realizing part of the asset, but is not treated as

acquiring any new asset or liability; and
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(2)  where the rights or obligations created are not permanent: the one
person is not treated as realizing part of the asset or liability, but as
acquiring a new asset or incurring a new liability, as the case may

be.

151. Rights or obligations are deemed to be permanent when they are likely

to last for more than 30 years.

Transfer by way of security, finance lease or instalment sale
152. Where one person grants a mortgage (legal or equitable) or similar form
of security over an asset to secure a debt owed to another person:

(1) the one person is not treated as realizing the asset or any part of
it, but as still owning the asset and as having incurred a liability
being the secured debt; and

(2) the other person is not treated as acquiring the asset or any part of

it, but only as owning the secured debt.

153. Where an asset is leased under a finance lease, the lessor is treated as

transferring ownership of the asset to the lessee.
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154. Subject to sections 157 to 159, where a person transfers an asset under

155.

an instalment sale or, by reason of section 153, under a finance lease:

(1) the person is treated as deriving an amount in respect of the
transfer equal to the market value of the asset immediately before
the transfer; and

(2) theperson who acquires the asset is treated as incurring expenditure

of the amount referred to in subsection (1) in acquiring the asset.

Where the lessee under a finance lease returns the asset to the lessor
before ownership passes to the lessee (other than by reason of section
153) the lessee is treated as transferring ownership of the asset back to

the lessor.

Registration of transfer of assets

156.

A person authorised by law to accept, register, or in any way approve

the transfer of an asset must not accept, register, or approve the transfer

unless such person is satisfied that:

(1) any tax payable under this Act in respect of the transfer has been
paid or satisfactory arrangements for payment of the tax have been
made; or

(2) no such tax is payable.
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Apportionment of costs and consideration received

157.

158.

159.

Where a person acquires one or more assets by way of transfer at the
same time or as part of the same arrangement, the expenditure incurred
in acquiring each asset is apportioned between the assets according to

their market values at the time of acquisition.

Where a person realizes one or more assets by way of transfer at the
same time or as part of the same arrangement, the amounts derived in
realizing each asset are apportioned between the assets according to

their market values at the time of realization.

Where a person who owns an asset realizes part of it, the net cost of
the asset immediately before the realization is apportioned between the
part of the asset realized and the part retained according to their market

values immediately after the realization.

CHAPTER 7
RULES GOVERNING SPECIFIC TYPES OF PERSONS

Individuals: Parenthood Child Tax Credit

160. A resident individual who is a citizen of Bhutan is entitled to a tax credit

in respect of the individual’s tax liability for each of the individual’s
biological or legally adopted child that is below 18 years of age:

(1)  Nu. 1,000 for the first child;

(2)  Nu. 1,250 for the second child;
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(3)  Nu. 5,000 for the third child; and
(4) Nu. 10,000 for the fourth and each subsequent child.

161. Subject to section 160, where education expenses are incurred in respect
ofa child to whom that section applies, the resident individual may elect,
to claim either the credit under section 160 or a relief under Schedule 6,

Paragraph 1, but not both.

162. For the purpose of section 160, any unused tax credit shall not be

refundable or carry forward to subsequent Income Year.

Partnerships
General
163. A partnership is:
(1) not liable to pay income tax with respect to its taxable income;
(2) not entitled to any tax credit with respect to its taxable income;
and

(3) s liable to pay income tax with respect to withholding amounts.

164. Partnership income or a partnership loss of a partnership is allocated to

the partners in accordance with sections 165 to 180.

165. Amounts derived and expenditure incurred by partners in common are

treated as derived or incurred by the partnership and not by the partners.
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166. Assets owned and liabilities owed by partners in common are treated as
owned or owed by the partnership and not the partners, and are treated
as:

(1) inthe case of assets: acquired when they begin to be owned in that
way;

(2) in the case of liabilities: incurred when they begin to be owed in
that way; and

(3) realized when they cease to be so owned or owed, as the case may

be, in that way.

167. Subject to this Act, all activities of a partnership are treated as conducted

in the course of a single partnership business.

168. Subject to this Act, arrangements between a partnership and its partners
are recognized except loans made by a partner to a partnership and
any interest paid with respect thereto, which are taken into account in

determining a partner’s share under sections 177 and 180.

169. Subject to any consequences under sections 204 and 205, a partnership
is treated as the same entity after any change in the partner composition
of the partnership, provided that at least two of the partners continue as

partners of the partnership after such change.
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170.

The precedent partner, or in the absence of such partner in Bhutan, an
agent of the partnership in Bhutan, must withhold tax at the rate provided
for in Schedule 1 on each partner’s share of any partnership income of

the relevant partnership year.

Partnership income or loss

171.

172.

Partnership income of a partnership for an Income Year is the

partnership’s income from its business for the year.

Partnership loss of a partnership for an Income Year is the partnership’s

loss from its business for the year.

Taxation of partners

173.

174.

For the purposes of calculating a partner’s income from a partnership for
an Income Year, include the partner’s share of any partnership income
or deduct the partner’s share of any partnership loss for the Income Year
ending:

(1) on the last day of the Income Year of the partner; or

(2)  during the Income Year of the partner.

Gains on disposal of an interest of a partner in a partnership are:

(1) treated as income from a business and included in calculating the
income of the partner from the partnership; and

(2) calculated in accordance with Chapter 6 but subject to the

adjustments in sections 178 to 180.
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175. Partnership income or a partnership loss allocated to partners under
section 173:
(1) retains its character as to type and source;
(2) is treated as an amount derived or expenditure incurred,
respectively, by a partner at the end of the Income Year; and
(3) s allocated to the partners proportionately to each partner’s share,
unless the Department, by notice in writing and for good cause,

orders otherwise.

176. Tax paid under this Act or treated as paid by the partnership with respect
to the partnership income are allocated to the partners:
(1) proportionately to each partner’s share and treated as paid by that
partner; and
(2) atthe time partnership income is treated as derived by the partners

under section 175(2).

177. For the purposes of section 173 to 176 and subject to section 168, a
“partner’s share” is equal to the partner’s percentage interest in any

income of the partnership as set out in the partnership arrangement.

Cost of and consideration received for partnership interest
178. The following are included in the cost of a partner’s interest in a

partnership:
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179.

180.

(1) amounts included in calculating the partner’s income under section
173, at the time of that inclusion; and

(2) the partner’s share of exempt amounts and final withholding
payments derived by the partnership, at the time the amount or

payment is derived.

The following are included in the consideration received for a partner’s

interest in a partnership:

(1) amounts deducted in calculating the partner’s income under
section 173, at the time of deduction;

(2) distributions made by the partnership to the partner, at the time of
distribution; and

(3) thepartner’sshare of domestic expenditure or excluded expenditure

incurred by the partnership, at the time the expenditure is incurred.

For the purposes of sections 178 and 179 and subject to section 168,
a “partner’s share” is equal to the partner’s percentage interest in any

income of the partnership as set out in the partnership arrangement.

Trusts

Taxation of trusts

181.

Subject to section 186, a trust is liable to tax separately from its
beneficiaries as follows:
(1) the trust is taxed:

(a) where the trust is a trust of an incapacitated individual or a

person below 18 years of age: as an individual; and
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(b) in all other cases: as a person other than an individual; and

(2) an amount derived or expenditure incurred by a trust or by a
person acting as trustee of a trust is treated as derived or incurred
by the trust and not any other person, whether or not:

(a) the amount is derived or incurred on behalf of another
person; or
(b) any other person is entitled to such an amount or income

constituted by such an amount,

unless such amount or expenditure is derived or incurred by the trust or

the trustee as a bare agent or for an absolutely entitled beneficiary.

182. Assets owned and liabilities owed by a trust or by a person acting as
trustee of a trust are treated as owned or owed by the trust and not
any other person, unless such assets and liabilities are owned or owed
by the trust or the trustee as a bare agent or for an absolutely entitled

beneficiary.

183. Separate calculations of income must be made for separate trusts even if

they have the same trustees.
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184. Subject to this Act, arrangements between a trust and its trustees or

beneficiaries are recognized.

185. For the purposes of sections 181 to 184, an “absolutely entitled
beneficiary” of a trust means a beneficiary with sole and exclusive right

to instruct the trustees on the management of the trust assets.

Taxation of beneficiaries

186. Despite section 181 and subject to section 187, a beneficiary of a trust,
instead of the trust, is liable to tax on the income of the trust to which
that beneficiary is presently entitled for the Income Year of the trust
ending on the last day of or during the Income Year of the beneficiary as
follows:

(1) an amount derived or expenditure incurred by the trust or a person
acting as trustee of the trust is treated as derived or incurred by the
beneficiary and not the trust or the trustee or any other person; and

(2) each amount or expenditure:

(a) retains its character as to type and source;
(b) is treated as derived or incurred, respectively, by the

beneficiary at the end of the trust’s Income Year; and
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(¢) is allocated to the beneficiaries proportionately to each
beneficiary’s share, unless the Department, by notice in

writing and for good cause, orders otherwise.

187. For the purposes of section 186, a beneficiary is presently entitled to the
income of a trust if the beneficiary has a vested and indefeasible interest
in the income and an immediate right to demand payment of the income

from the trustee of the trust.

188. Tax paid under this Act or treated as paid by a trust with respect to the
trust’s income is allocated to the beneficiaries:
(1) proportionately to each beneficiary’s share and treated as paid by
that beneficiary; and
(2) atthetime the trustincome is treated as derived by the beneficiaries

under section 186(2)(b).

189. Distributions of a trust are included in calculating the income of the
trust’s beneficiaries, except to the extent that the distribution represents
an amount that is subject to tax to the trust or trustee under section 181

or a beneficiary under section 186.

190. Gains on disposal of the interest of a beneficiary in a trust are included

in calculating the income of the beneficiary.
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Bodies of persons

Taxation of bodies of persons

191.

Despite anything to the contrary, the income from a business of a body

of persons is liable to tax only at the level of the body of persons.

Non-taxation of members

192.

No further tax is to be levied on the members of the body of persons in
respect of the same income from a business that has been taxed under

section 191.

Companies

Taxation of companies and shareholders

193.

194.

195.

196.

A company is liable to tax separately from its shareholders.

Subject to this Act, all activities of a company are treated as conducted

in the course of a single company business.

Subject to this Act, arrangements between a company and its managers

or shareholders are recognized.

Subject to Schedule 3, paragraph 12 , dividends distributed by a resident
company are taxed to the company’s shares in the form of a withholding

payment.
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Corporate reorganization

197.

198.

199.

Despite section 147, if a resident company (referred to in this section to

section 200 as the “transferor”) disposes off an asset to another resident

company (referred to in this section to section 200 as the “transferee”)

that is a group company in relation to the transferor:

(1) no gain or loss is taken to arise on disposal of the asset;

(2) the transferee is treated as acquiring an asset of the same character
as the asset disposed of by the transferor; and

(3) the transferee’s cost on acquisition of the asset is equal to the

transferor’s net cost for the asset at the time of disposal.

Section 197 may apply to the disposal of an asset that has a liability
attaching, provided that the liability does not exceed the cost of the

asset.

Section 197 does not apply if:
(1) the income of the transferee is an exempt amount or not otherwise
subject to tax in Bhutan or subject to a lower tax rate in Bhutan; or

(2) the asset disposed is trading stock of the transferor.
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200. For the purposes of section 197:
(1) acompany is a group company in relation to another company if:
(a) one company owns, directly or through one or more
interposed entities, 100 per cent of the issued shares in the
other company; or
(b) another company owns, directly or through one or more
interposed entities, 100 per cent of the issued shares in both
companies.

(2) acompany includes only a body corporate.

Corporate amalgamation

201. The Ministry may by regulations, provide for such rules to give tax effect
to a qualifying amalgamation as if there is no cessation of the existing
businesses by the amalgamating companies and all risks and benefits
that exist in respect of such businesses prior to the amalgamation are

transferred and vested in the amalgamated company.

202. For the purposes of section 201:
“amalgamated company” means the company with which the
amalgamating company or companies are merged or the new company

formed as a result of the amalgamation;

“amalgamating company” means the company that is merged into

another company as a result of the amalgamation; and
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“qualifying amalgamation” means the merger of one or more companies
with another company or the merger of two or more companies to form
one new company, in accordance with the Companies Act of Bhutan

2016 or any successor Act.

Entities
Asset dealings between entities and members
203. Subject to sections 146 to 148, where an asset is realized by way of
transfer of ownership of the asset by an entity to one of its members or
vice versa:

(1) the transferor is treated as deriving an amount in respect of the
realization equal to the market value of the asset immediately
before the realization; and

(2) the transferee is treated as incurring expenditure of the amount

referred to in subsection (1) in the acquisition.

Change in control
204. Section 205 applies when the underlying ownership of an entity changes
by more than 50 per cent as compared with such ownership at any time

during the previous three years.

205. Where this section applies, after the change in underlying ownership,
the entity is not permitted to:
(1) deduct financial costs carried forward under section 48 that were

incurred by the entity prior to the change;

Income Tax Act of Bhutan 2025 67



‘GREFIR XSGR NN ITX A qgﬂ'ﬂ“}%&:‘ﬁ’n»&'@&w 1096 3§
sRRagay ERYTST wRy AuNyRAG EX Ry SIS
15N Nf?wﬁnm'qnﬁ'&?ﬁn‘ W= &f:'ﬁ'n'@&\l' W= ﬁmmgqﬁ'é' I
Aﬁ'ﬂ«:ﬂ'ﬂ%n}' nﬁ'ngannﬁ'%’@ a«w@qwqqq&’ﬁ‘%@?ﬁ‘
agnEag|
BRIV ARy SR TFE|
z04, %’qéq’ g NN peq uéq@'ﬁn:@nﬁ:@' aﬁm'gn]kv'%n'['ﬁm' 1\33
agnfigy wxy agnRgue agnFqay <ETTHSST AR
RRRE R E A ﬁ@fngx'qqq&?ﬁnaﬁnm‘
&) “{ﬂ'ﬂﬁﬁ'ﬁ%‘”g‘“"a“ﬁ"‘& g dyiy FqapRAn =
AN FENHRRS qs'a@w@'ﬁgmnigaw’%q' ﬁ'&’;‘éﬁ'&@ gr
&Tﬁnrg' n%’q“én]'anﬁ'ﬁ?ﬁwﬁ:‘
(5) BRINNEFEE () NAFE FRNTRINARFARE FRArRHaA
ﬁ' {y&’xﬁqﬁﬁw sﬁ'a?ﬁm;f:ﬁl’ﬁwg' q%‘aﬁq‘anﬁ'ﬁ?ﬁ‘
FRTYG|
00 AFEF 204 u‘%‘ aﬁm'&fnw%n]'ﬁ\]' RA AR qamn&ﬂ?ﬁqg&rq:
B NERTRIRY ARFNAAIRARISRRYANE AFE o WY
W RgRIREgE RRgmRagRH|
qou RRTRRSA amxaigiger Tysgad gx"%ﬂ"m‘iﬂa‘n‘{“‘f ag
ENNATN AR ENGUR]
() REBF o4 na'?fﬂ]'@' aﬁm'iqwﬁ'ﬁ\w niqﬁqﬁ'ﬁgﬂ:na’g‘?ﬁ:
aQ ﬁ@N'qﬁm'sﬁ'a?ﬁm;:iﬂﬁ'?r ?ﬁ:'éﬁ' a?ga'alﬁq'qﬁﬁ'qnﬁ'&g
mq'an]'aq{%‘

QI A RAR BRI T D ISR 35 G
JUARIVEINEUTRIAEAN 2024 S§H|




2)

deduct an unrelieved loss under section 58 that was incurred by

the entity prior to the change; or

(3) in a case where the entity has, prior to the change, included an
amount in calculating income in the context of section 90 or
sections 92 and 93, claim a deduction under those provisions after
the change.

Bankruptcy

206. Where an entity has filed a bankruptcy petition in accordance with the

207.

Bankruptcy Act of the Kingdom of Bhutan or any successor Act:

(D

2)

€)

income earned by the entity while undergoing bankruptcy
proceedings is not taxable;

an unrelieved loss from an Income Year commencing on or before
the date of finalization of bankruptcy proceedings may not be
deducted against any future income of the entity; and

any debt forgiven pursuant to Part X1 of the Bankruptcy Act of the
Kingdom of Bhutan (or the equivalent provisions of any successor
Act), or as part of a settlement of debts under the supervision of a

judge is not income taxable to the entity.

Where an order of adjudication in relation to the bankruptcy of an entity

is annulled, any benefit derived by the entity under section 206 must be

reversed as if the entity had not filed for a bankruptcy petition.
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CHAPTER 8
APPLICATION TO PARTICULAR INDUSTRIES AND ACTIVITIES

Financial Institutions

General
208. A financial institution is subject to income tax in accordance with this

Act, subject to modifications in sections 211 to 224.

209. If there is an inconsistency in the taxation of a financial institution as
between sections 211 to 224 and the rest of this Act, these sections

prevail.

210. In this Chapter, unless the context otherwise requires:
“general insurance” means any insurance or reinsurance that is not life

insurance; and

“life insurance” means insurance of any of the following classes:
(1) insurance where the specified event is the death of an individual
who 1is the insured or an associate of the insured;
(2) 1insurance where:
(a) the specified event is a personal injury sustained by the
insured or an associate of the insured, or the incapacitation
of an individual who is the insured or an associate of the

insured; and
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(b) the insurance agreement is expressed to be in effect for at
least 5 years and is not terminable by the insurer before the
expiry of 5 years except in circumstances prescribed by

regulations;

(3) insurance under which an amount or series of amounts is to become
payable to the insured in the future; and

(4) re-insurance of insurance referred to in paragraphs (1) to (3).

Banking business

211. For the purposes of this Act, a person’s activities in conducting a banking
business are treated as a business separate from any other activity of the
person and the person’s income or loss from the banking business for an

Income Year is calculated separately.

212. Where a person conducting a banking business makes specific provision
for a debt claim in accordance with the relevant standards established by
the Royal Monetary Authority of Bhutan:

(1) in the case of a debt claim that has been previously included in
calculating income from the banking business, the provision is
deductible; and

(2) inthe case of a debt claim that constitutes the advance of a principal
sum, the provision is deductible and the cost of the debt claim is

reduced by an equal amount.
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213.

214.

215.

Where a person makes a provision referred to in section 212 and the

person later reverses that provision:

(1) in a case referred to in section 212(1), the reversal is included in
calculating income; and

(2) in a case referred to in section 212(2), the reversal is included in

calculating income and increases the cost of the debt claim.

Sections 89 to 92 do not apply to a debt claim to which section 213

applies.

In this section, “banking business” means the banking business of
a financial institution licensed by the Royal Monetary Authority of
Bhutan.

General insurance business

216.

217.

For the purposes of this Act, an insurance entity’s activities in conducting
a general insurance business are treated as a business separate from any
other activity of the insurance entity, and the insurance entity’s income
or loss from the general insurance business for an Income Year is

calculated separately.

In computing the assessable income of an insurance entity from the
business of general insurance:
(1) the following are to be included in the income from the business
of general insurance:
(a) general insurance premiums derived by the insurance entity

during the Income Year;
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(b) proceeds derived by the insurance entity under a contract
of re-insurance in respect of the proceeds referred to in
subsection (2)(a) during the Income Year; and

(¢) theamountofany reserve for unexpired risk in respect of that
business for the previous Income Year as at the beginning of

the Income Year; and

(2) the following are to be deducted from the income from the business

of general insurance:

(a) proceeds incurred by the insurance entity in conducting the
general insurance business during the Income Year;

(b) underwriting expenses incurred by the insurance entity in
conducting the general insurance business during the Income
Year, including commissions, reinsurance premiums and
risk analysis expenses; and

(¢) the amount of any reserve for unexpired risk in respect of

that business as at the end of the Income Year.

218. Proceeds incurred by an insurance entity as a general insurer are payable
and may be deductible under section 217(2)(a) where:
(1) the events that determine liability have occurred; and
(2) the proceeds can be deducted in accordance with Bhutan

Accounting Standard.
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219. The amount of reserve for unexpired risk in respect of a business

of general insurance to be included under section 217(1)(c) or to be
deducted under section 217(2)(c) must not exceed the amount of
reserve allocated in accordance with the regulation issued by the Royal

Monetary Authority.

Life insurance business

220. Forthe purposes of this Act, an insurance entity’s activities in conducting

221.

a life insurance business are treated as a business separate from any other
activity of that person, and the insurance entity’s income or loss from

the life insurance business for an Income Year is calculated separately.

In computing the assessable income of an insurance entity from the

business of life insurance:

(1) the following are to be included in the income from the business
of life insurance:

(a) life insurance premiums derived by the insurance entity
during the Income Year net of any premiums on cancelled
life insurance policies returned;

(b) investment income recognized on a realization basis;

(c) any previously deducted reserves in respect of life insurance

policies cancelled during the Income Year; and
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(d) proceeds derived by the insurance entity under a contract
of re-insurance in respect of the proceeds referred to in

subsection (2)(a); and

(2) the following are to be deducted from the income from the business
of life insurance:

(a) proceeds incurred by the insurance entity in conducting
the life insurance business in excess of the sum of reserved
amounts and income earned on the reserved amounts in
relation to life insurance policies paid out during the Income
Year;

(b) underwriting expenses incurred by the insurance entity in
conducting the life insurance business during the Income
Year, including commissions, reinsurance premiums and
risk analysis expenses;

(¢) such amount of additions to policy reserves during the
Income Year, including initial reserves on new policies
issued during the year, that is not approved for investment
or other purposes in accordance with the regulation issued
by the Royal Monetary Authority; and

(d) bonus paid to policy holders.

Proceeds from insurance
222. Subject to section 223 and sections 216 to 221, for the purposes of
calculating the assessable income of an insurance entity, the proceeds

derived from insurance is determined in accordance with section 110.
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223.

224.

Subject to sections 220 and 221, a gain of an insured person or its
nominee from life insurance is exempt from tax when the proceeds are

paid to the insured person.

For the purposes of section 223, “gain of an insured person from life
insurance” means the extent to which proceeds from the life insurance
paid by an insurer exceed premiums paid to that insurer with respect to

the insurance.

CHAPTER 9
INTERNATIONAL TAXATION

Interpretation

225. In this Chapter:

“body” means a company, partnership, trust, or other body of persons

whether formed in Bhutan or elsewhere;

“domestic asset” means:

(1) an asset owned by a resident person (other than foreign land or
buildings or an asset held by a foreign permanent establishment of
the person) or held by a Bhutan permanent establishment;

(2) aninterest in land or a building situated in Bhutan;

(3) shares in a resident company;
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(4) a membership interest in an entity, if more than 50 per cent of the
value of the interest is derived, directly or indirectly through one

or more interposed entities, from immovable property in Bhutan.

“domestic liability” means a liability owed by a resident person (other
than a liability attributable to a foreign permanent establishment of the

person) or attributable to a Bhutan permanent establishment;

“relevant transport business” means a business of land, sea or air
transport operator or charterer carrying passengers, cargo, mail or other

moveable tangible assets; and

“technical service fee” means a service fee for managerial, technical,
or consultancy services, including a fee for the provision of services of

technical or other personnel.

Resident persons
226. An individual is resident in Bhutan for an Income Year if the individual:
(1) 1is domiciled in Bhutan unless the individual:
(a) has a permanent home outside Bhutan for the whole of the
Income Year; and

(b) does not have a permanent home in Bhutan;
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227.

228.

2)

€)

is present in Bhutan during the year and that presence falls within
a period or periods amounting in aggregate to 183 days or more in
any 12-month period that commences or ends during the Income
Year; or

is an employee or an official of the Government of Bhutan posted

abroad during the Income Year.

A partnership is resident in Bhutan for an Income Year if:

(1)
)

it was formed in Bhutan; or
at any time during the Income Year, the management and control

of the affairs of the partnership are exercised in Bhutan.

A trust is resident in Bhutan for an Income Year if:

(M
2

€)

it was settled or established in Bhutan;

at any time during the Income Year, a trustee of the trust is resident
in Bhutan; or

at any time during the year a person resident in Bhutan directs or
may direct senior managerial decisions of the trust, whether the
direction is or may be made alone or jointly with other persons or

directly or through one or more interposed entities.
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229. A company or body of person is resident in Bhutan for an Income Year
if:
(1) it was incorporated or formed under the laws of Bhutan;
(2) itisregistered or the principal office is in Bhutan; or
(3) at any time during the Income Year, the management and control

of the affairs of the company are exercised in Bhutan.

230. For the purposes of section 226(2), a day includes part of a day.

Change of residence
231. Subject to section 232, a person who is resident in Bhutan during an

Income Year is treated as a resident for the whole of the Income Year.

232. Despite section 231, an individual who is resident in Bhutan only by

reason of section 226(2), is resident from the start of the 183-day period.

233. Subject to section 235, where a non-resident person becomes resident in
Bhutan, the net cost of an asset held by the person immediately before

becoming resident is equal to the market value of the asset at that time.
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234. Subject to section 235, immediately before a person resident in Bhutan
ceases to be resident in Bhutan, the person is deemed as:
(1) realizing all assets owned by the person; and
(2) deriving in respect of each asset an amount equal to the market

value of the asset at the time of the deemed realization.

235. Sections 233 and 234 do not apply to an asset that is a domestic asset of
the person immediately before becoming resident or after ceasing to be

resident, respectively.

Source of income and quarantining of foreign losses
236. Income or loss of a person from a business that has a source in Bhutan
must be calculated separately from income or loss from that business

that has a foreign source.

237. A person’s income from business with a source in Bhutan is calculated
as follows:
A-B
where A is the sum of amounts directly included in calculating that
income that have a source in Bhutan; and
B is the sum of amounts directly deducted in calculating that

income that have a source in Bhutan.
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238. Aperson’s loss from a business with a source in Bhutan is calculated as
follows:

B-A

where B is the sum of amounts directly deducted in calculating that

income that have a source in Bhutan; and

A is the sum of amounts directly included in calculating that

income that have a source in Bhutan.

239. A person’s foreign source income or loss from a business is:
(1) the person’s worldwide income or loss from that business
calculated despite section 236;
(2) asthe case may be:
(a) less any income with a source in Bhutan from that business
as calculated under section 237; or
(b)  plus any loss with a source in Bhutan from that as calculated

under section 238.

240. For the purposes of sections 58 to 61, a person may deduct an unrelieved
foreign source loss from a business only in calculating the person’s

foreign source income from a business.
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Source of directly included and deducted amounts
241. An amount directly included in calculating income has a source in
Bhutan where it consists of:
(1) to the extent to which a domestic asset or domestic liability is
involved:
(a) consideration received referred to in section 27(2);
(b) gains referred to in section 27(3);

(c) amounts referred to in section 27(4); or

(2) subject to subsection (1), a payment that has a source in Bhutan as

determined under section 243.

242. An amount directly deducted in calculating income has a source in
Bhutan where it consists of:
(1) to the extent to which it relates to domestic assets:
(a) an allowance referred to in section 51; or

(b) adepreciation deduction referred to in section 54;

(2) aloss from the realization of a non-depreciable asset or liability
of a business or an investment where the asset or liability is a

domestic asset or domestic liability; or
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(3) subject to subsections (1) and (2), a payment that has a source in

Bhutan as determined under section 243.

Source of payments
243. The following payments have a source in Bhutan:
(1) payments received in respect of employment:
(a) to the extent derived in respect of employment exercised in
Bhutan; or
(b) ifpaid by, or on behalf of, the Royal Government of Bhutan,

wherever the employment is exercised;

(2) dividends paid by a resident company;
(3) interest, charges, annuities, royalty, technical service fee, or
similar payment if:

(a) paid by a resident person, other than as an expenditure of a
business carried on by the resident person through a foreign
permanent establishment; or

(b) paid by a non-resident person as an expenditure of a
business carried on by the non-resident person through a

Bhutan permanent establishment;

(4) any winnings from lottery, betting, or gambling relating to a game
of chance where the operator of the lottery, bet, or game is located

or situated in Bhutan;
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)

(6)

(7

(8)

)

natural resource payments made in respect of or calculated by

reference to natural resources taken from land situated within

Bhutan;

rent paid for the use of, right to use or forbearance from using an

asset situated in Bhutan;

premiums for general insurance paid to and proceeds from general

insurance paid by a person in respect of the insurance of any risk

in Bhutan, but excludes risk associated with traveling in Bhutan;
payments received by a person who conducts a relevant transport
business in respect of:

(a) the carriage of passengers who embark or disembark,
or cargo, mail or other moveable tangible assets that are
embarked or disembarked in Bhutan, other than as a result
of transshipment; or

(b) rental of containers and related equipment which are
supplementary or incidental to carriage referred to in
paragraph (a);

payments received by a person who conducts a business of

transmitting messages by cable, radio, optical fiber or satellite

or electronic communication in respect of the transmission of
messages by apparatus established in Bhutan, whether or not such

messages originate in Bhutan;
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(10) payments, including service fees, of a type not mentioned in
subsections (3), (8), or (9), for or attributable to service rendered
or a forbearance from rendering service:

(a) in Bhutan, regardless of the place of payment; or

(b) where the payer is the Royal Government of Bhutan,
irrespective ofthe place of exercise, rendering or forbearance;

(11) gifts and other ex gratia payments to the extent received in respect
of business conducted with domestic assets;

(12) any amount referred to in section 34(2); and

(13) payments not mentioned in the above subsections:

(a) made in respect of the acquisition of a domestic asset,
incurring of a domestic liability or realization of such an
asset or liability;

(b) received in respect of activity conducted or a forbearance
from conducting activity in Bhutan:

(1) by a resident person, except to the extent attributable
to a foreign permanent establishment; and

(i) by a non-resident person to the extent attributable to a
Bhutan permanent establishment or any other activity
(including sales of goods and merchandise in Bhutan)
of the same or similar kind as that conducted by the
non-resident person through a Bhutan permanent

establishment;
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(c) made to any foreign entertainer, artiste or sportsperson for

activity performed in Bhutan.

Double taxation agreements

244,

245.

The Government may enter into a double taxation agreement with a

foreign government or governments.

If there is any conflict between the terms of a double taxation agreement

having legal effect in Bhutan and this Act, the double taxation agreement

prevails.

Transfer pricing

246.

247.

248.

The Department may, in respect of any transaction that is not an arm’s
length transaction, distribute, apportion, or allocate revenue, gains,
deductions, losses, or tax credits between the parties to the transaction
as is necessary to reflect the revenue, gains, deductions, losses, or tax

credits that would have been realized in an arm’s length transaction.

If a party to a transaction to which section 246 applies is located in,
and subject to tax in, Bhutan and another party to the transaction is
located outside Bhutan, any distribution, apportionment, or allocation of
revenue, gains, deductions, or losses must be made in accordance with

the regulations.

The allocation of revenue and deductions to a Bhutan permanent
establishment of a non-resident person or to a foreign permanent
establishment of a resident person must be made in accordance with the

regulations.

Income Tax Act of Bhutan 2025 85



[N N ~

() ng.[.qq,qﬁﬁ.%.qafqgwnga. ‘”N%ﬁ‘”ﬂﬂ;ﬁ‘ﬂ éaezia?%ﬁ%
W= in}'gm'u' W= é’%ﬂﬂ%ﬂ]'@' gﬁ'&’ﬁn]

mrargmar gy
2ec ﬂ@;@w, éa"ﬂ@‘?%ﬂ'[' w5 ﬂ@"@"i"ﬂ%’ﬂ'm" E‘”’”}%NE’W'@'

a N Q ~~r
&’-(NWQ“'SQ“‘QEI'&WH

qeu R BawFFaIusmadgaR gurdNyRnd Ssalia SRS

[2N AN (2N ~ N A N
NIAPANARA NG AAGHNANFIAFARIINRE AUAGNFINY
%L:N'Qq@ a'qu'&?ﬁ‘

Fixy Hraqmmarasa|

20

3.

384

gﬁ'&rquﬁw aﬁmmgng%mn%qw&’ AN R ?5':'@:1:1'3:' &
RRA" MR E ?g’a'@ﬁ' W= gm’ncjwﬁ?ﬁnﬁl’ﬁ&é‘ aﬁmwggqq%
am%ﬁ'“’; ﬁ’i"iﬁ"?"ﬁ%'ﬁ' ng'ﬁﬁ&'ﬁ‘mam% aﬁ‘qﬂﬂ'ﬁﬁ' Raa
quaq‘. ?g’,_;@ﬁ U\]quv quﬁqﬁﬁaé :‘jﬁaﬁag‘“ﬁé% q?ﬁqma\r
55 U] weg SHEyassE

’4]"4'53’1' Kada e ”"3\]“"‘?%“]'94' ‘Z{Fﬁ'&@@' 3”45'%"1' q%ﬂ@ﬁﬁ"\f
Ay e ey ﬁﬁ"hﬁ'ﬁa g'rdq'n]qq&'%n]' “%“I"?T@'m*"fi'
ES ‘rif:'am'ﬁ:' RRR’ MBI WK é:'@ﬁ'@'n“]' qﬁfqmaﬁ:’ ign?ﬁ'
“sy HERE JreqfEaRaGasy )

YRR RGR AR IR aq {apg s G INY Wy
qq«’{g’q&qa‘\f %f&'@ﬂ'ﬁ' Qa'ﬂﬁq'qaqmqa'ngm'%q'@' I
AR %RE Ry RE R gl gAY

¥4

RN T R GRA QAT ISR FHA SE A4
ARG 3034 S|



Significant economic presence
249. A person having significant economic presence shall have the option to
file return or pay tax on their income as per the rate set out in Schedule

1.

Offshore indirect transfers of immovable property
250. Section 252 applies when the direct or indirect ownership of an entity

mentioned in section 251 changes by 10 per cent or more.

251. An entity to which section 250 applies consists of an entity in respect of
which, at any time during the 365 days preceding the relevant change
in the direct or indirect ownership, more than 50 per cent of the value
of the shares or comparable interests issued by that entity is derived,

directly or indirectly, from immovable property in Bhutan.

252. Where this section applies, the entity:
(1) mustimmediately notify the Department, in writing, of the change;
and
(2) is liable, as agent for any non-resident disposing of the interest to
which the notice under subsection (1) relates, for tax payable by

the non-resident under this Act in respect of the disposal.

253. Section 252 does not apply when the disposal is by way of a trade in

shares on a stock exchange.
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254. Any tax paid by an entity on behalf of a non-resident person under section

252 is credited against the tax liability of the non-resident person.

255. In sections 250 to 254, “immovable property” includes:

(1)
2)

€)

(4)

)

(6)

a structural improvement to land or buildings;

an interest in land, buildings, or structural improvements to land or
buildings;

a lease of land, buildings, or structural improvements to land or
buildings;

an exploration, prospecting, development, or similar right relating
to land or buildings, including:

(a) aright to explore for mineral or other natural resources; and
(b) a right to mine, develop or exploit those deposits or

resources, from land in Bhutan;

a right to commercially use or exploit radio spectrum within
Bhutan; and

information relating to a right referred to in subsections (4) or (5).
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Hybrid mismatches
256. Regulations may provide for the adjustment of tax outcomes under this

Act under a hybrid mismatch arrangement.

257. For the purposes of section 256:

“double non-taxation” means:

(1)  the non-inclusion of a payment in the computation of the income
tax base in one jurisdiction that is deductible for income tax
purposes in another jurisdiction; or

(2) the deduction of a payment for income tax purposes in two different

jurisdictions; and

“hybrid mismatch arrangement” means an arrangement under which
double non-taxation results from differences in the income tax treatment
of an entity or a financial instrument under this Act and the income tax

laws of another jurisdiction.

CHAPTER 10
GENERAL ANTI-AVOIDANCE RULE
General anti-avoidance rule
258. Section 259 applies when the Department is satisfied that:
(1) ascheme has been entered into or carried out;
(2) aperson has obtained a tax benefit in connection with the scheme;

and
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259.

260.

261.

(3) havingregard to the substance of the scheme, it would be concluded
that a person, or one of the persons, who entered into or carried
out the scheme did so for the sole or dominant purpose of enabling

the person referred to in subsection (2) to obtain a tax benefit.

Despite anything in this Act, when this section applies, the Department
may:
(1) determine the tax liability of the person who obtained the tax
benefit as if:
(a) the scheme had not been entered into or carried out; or
(b) areasonable alternative to entering into or carrying out the
scheme would have instead been entered into or carried out;
and
(2) make compensating adjustments to the tax liability of any other

person affected by the scheme.

If a determination or adjustment is made under section 259, the
Department must issue an amended assessment giving effect to the

determination or adjustment.

For the purposes of sections 258 to 260:
“scheme” includes any course of action, agreement, arrangement,
understanding, promise, plan, proposal, or undertaking, whether express

or implied and whether or not enforceable; and
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“tax benefit” means:

(1) a reduction in a liability to pay tax, including on account of a
deduction, credit, offset, or rebate;

(2) apostponement of a liability to pay tax;

(3) any other advantage arising because of a delay in payment of tax;
or

(4) anything that causes:
(a) an amount of gross revenue to be an exempt amount or

otherwise not subject to tax; or

(b) an amount that would otherwise be subject to tax not to be

taxed.

CHAPTER 11
TAX PAYMENT PROCEDURES

General obligations: Methods and time for payment

262. Tax imposed under section 10 is payable:

263.

(1) by withholding;
(2) by prepayment; or

(3) on assessment.

Tax is payable:

(1) where tax is payable by withholding: at the time provided for in
section 273;

(2) where tax is payable by prepayment: on the date by which the

prepayment is to be made under section 287;
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(3) where tax is payable on assessment: on the date by which the
return of income must be filed under section 290; and
(4) in any other case not stated in section 262: on the date stated in a

demand notice for payment.

Withholding

Withholding by employers
264. Regulations may prescribe the circumstances in which a resident
employer must withhold tax from a payment that is to be included in

calculating the taxable income of an employee.

265. The obligation of an employer to withhold tax under section 264 is not
reduced or extinguished merely because:
(1) the employer has a right or is under an obligation to deduct and
withhold any other amount from the payment; or
(2) any other law provides that an employee’s income from

employment must not be reduced or subject to attachment.

Withholding from investment returns or other sources

266. Subject to section 268, a resident person must withhold tax at the rate
provided for in Schedule 1 if:
(1)  the person is liable to pay an amount referred to in section 31(1) or

34(1); and
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(2) the payment or allocation has a source in Bhutan.

267. For the purposes of section 262, if the payment of the amount is made
by a resident partnership, the person liable to withhold tax:

(1) s the precedent partner of a partnership in Bhutan at the time that
each partner’s share of any partnership income of the partnership
year is allocated; or

(2) in the absence of such a precedent partner in Bhutan referred to in

subsection (1), is the agent of the partnership in Bhutan.

268. Section 266 does not apply to:
(1) payments subject to withholding under section 264;
(2) payments made or liable to be made by individuals, unless made
in the conducting of a business;
(3) interest paid or liable to be paid to a resident financial institution;
or

(4) payments or allocations that are exempt amounts.

Withholding from service fees and contractual payments
269. Subject to section 270, a resident person must withhold tax at the rate
provided for in Schedule 1 when the person is liable to:
(1) pay a service fee with a source in Bhutan to a resident individual
who is not an employee of the payer;

(2) pay aservice fee with a source in Bhutan to a non-resident person;
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270.

271.

272.

3)

(4)

©)

make a payment to another resident person of a type referred to
in section 27(2), unless the trading stock in respect of which the
payment is made is to be sold by the resident person in retail;
make a payment to a non-resident person for supply of goods and
service, under a contract, where the person undertakes to deliver
a complete and functional outcome, irrespective of the stages
involved in its execution; or

for such other matters as may be prescribed by regulations.

Sections 269 do not apply to:

(1)
)

3)

payments subject to withholding under section 264;
payments made by individuals, unless made in conducting a
business; or

payments that are exempt amounts.

Despite section 268(2) and 270(2), regulations may prescribe the

circumstances in which an individual must withhold tax at the rate

provided for in Schedule 1 from a payment made or liable to be made.

Despite section 264 to 270, regulation may provide the circumstances in

which a resident person may not withhold tax from a payment made or

liable to be made.
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Statements and payments of tax withheld or treated as withheld
273. Every withholding agent must pay to the Department within 10 days
after the end of each calendar month any tax that has been withheld in

accordance with this Chapter during the month.

274. Every withholding agent must file with the Department within 10 days
after the end of each calendar month a statement in the approved form
and in such prescribed manner specifying:

(1) payments made by the withholding agent during the period that
are subject to withholding under this Chapter;

(2) the name, address and TPN of the withholdee;

(3) tax withheld from each payment; and

(4) any other information that the Department may prescribe.

275. A withholding agent who fails to withhold tax must nevertheless pay the
tax that should have been withheld in the same manner and at the same

time as tax that 1s withheld.

276. Where a withholding agent fails to withhold tax from a payment as
required under this Chapter:
(1) the withholdee shall inform the Department of such failure to

withhold tax by the withholding agent;
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(2) the tax is payable by the withholdee within 10 days after the end of
the calendar month in which the payment is received; and

(3) despite anything contained in subsections (1) and (2), the
withholding agent shall be primarily liable for payment of the
tax that was required to be withheld, and such liability shall be

independent of any action taken by the withholdee.

277. Despite section 276, where a withholding agent fails to withhold tax
from a payment as required under this Chapter due to the non-agreement
by the withholdee:

(1) the withholding agent shall inform the Department of such non-
agreement by the withholdee; and
(2) the withholdee shall be liable for the payment of tax to the

Department.

278. A withholding agent who withholds tax under this Chapter and pays
the tax to the Department is treated as having paid the amount withheld
to the withholdee for the purposes of any claim by the withholdee for

payment of the amount withheld.

279. A withholding agent who fails to withhold tax under this Chapter
but pays the tax that should have been withheld to the Department in
accordance with section 275 is entitled to recover an equal amount from

the withholdee.
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Final withholding payments
280. For the purposes of this Act, the following are final withholding
payments:
(1) income from interest and dividends for individuals;
(2) winnings from lotteries, betting, or gambling; and
(3) payments made to non-resident persons that are subject to
withholding under this Chapter, other than payments derived
through a Bhutan permanent establishment, as a result of a
significant economic presence in Bhutan, or through an asset

situated in Bhutan.

281. The following satisfies a withholdee’s tax liability under section 10(2):
(1) tax withheld from a final withholding payment under this Chapter;

and
(2) tax paid with respect to a final withholding payment in accordance

with section 275 to 277.

282. Where a final withholding payment is not subject to withholding
(whether by reason of Section 268(2) and 270(2) or that the payer is a
non-resident):

(1) the recipient’s tax liability under section 10(2) with respect to the
payment is payable by way of prepayment of tax and assessment;
and

(2) for the purposes of applying sections 285 to 295, the liability is

treated as a liability under section 10(1).
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Withholding: Credit for non-final withholding tax

283. The withholdee of a payment that is not a final withholding payment is
treated as having paid any tax:
(1)  withheld from the payment under this Chapter; or
(2) paid with respect to the payment in accordance with section 275 to

277.

284. A withholdee is entitled to a tax credit in an amount equal to the tax
treated as paid under section 283 for the Income Year in which the

payment is derived.

Prepayment tax: Prepayment of taxes

285. A person must prepay income tax in respect of the person’s income from
a business for an Income Year if:
(1) the person is a company; or

(2) the person is not subject to presumptive taxation.

286. A person described in section 285 must prepare financial accounts on a

semi-annual basis.

287. Where a person is liable to prepay tax for an Income Year under section
285, the prepayment tax must be paid by the last day of August of that
Income Year at the rate prescribed under Schedule 1 on:

(1) the net profit as shown in the accounts referred to in section 286;

or
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(2) where the accounts referred to in section 286 are not available,
and:

(a) the total net profit as shown in the financial accounts for the
immediately preceding Income Year is above zero: 50 per
cent of such total net profit;

(b) the total net profit as shown in the financial accounts for the
immediately preceding Income Year is zero or below zero,
or if such immediately preceding year financial accounts are
also not available: such amount as the Department may in
its discretion consider to be reasonable given the facts and

circumstances.

288. A person may, with the Department’s consent and subject to such
conditions as the Department may impose, prepay income tax in respect
of the person’s income from employment, business, investment or other
sources, provided that any tax prepaid:

(1) may not be refunded to the person; and
(2) may not be considered to be refundable tax credit in respect of

which the person is entitled to any interest under section 516.

289. A taxpayer is entitled to a tax credit for an Income Year in an amount

equal to the tax paid by way of prepayment tax for that Income Year.

Assessment: Return of income and declaration of inactive business
290. Subject to sections 293, every person must file with the Department a
return of income for each Income Year not later than the last day of April

of the following year.
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291.

292.

Every person who owns a business that does not have any activity (other

than activities that the business is required to perform for regulatory

purposes) during an Income Year must file with the Department a

declaration of this fact in the approved form and such prescribed manner.

A return of income of a person for an Income Year must, subject to any

instructions by the Department to the contrary:

(1)

)

specify in the prescribed manner and form:

(2)

(b)

(©)

(d)

(e)

the person’s assessable income for the year from each
employment, business, investment and other source, and the
source of that income;

the person’s taxable income for the year and the tax payable
with respect to that income under section 10(1);

any tax paid by the person for the year by withholding or by
prepayment for which a tax credit is available under section
284 or 289;

the amount of tax still to be paid for the year calculated as
the sum of the tax referred to in paragraph (b) less the tax
already paid referred to in paragraph (c); and

any other information that the Department may prescribe;

have attached to it any other information that the Department may

prescribe.
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Return of income not required
293. Subject to section 294, a return of income for an Income Year is not
required under section 290 from:
(1) aresident individual:
(a) who does not own a business for the Income Year; and
(b) whose total income from employments, business,
investments, and other sources for that Income Year does
not exceed Nu. 300,000; or
(2) a non-resident person who has no tax payable for the Income
Year under section 10(1) and who receives only final withholding

payments during the year under section 10(2).

294. Despite section 293, the Department may prescribe such persons or
categories of persons not otherwise required to file a return of income to

file such a return.

295. Despite section 293, a person may choose to file a return if the person is

not otherwise required to file a return.

CHAPTER 12
TAXPAYERS AND THEIR REPRESENTATIVES

Application for a Taxpayer Number (TPN)
296. Subject to section 297, a person who has income must apply to the
Department for a TPN, unless the person has already been issued with a

TPN.
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297. Section 296 does not apply to:
(1) anon-resident person if the only Bhutan source income derived by
the person are final withholding payments under section 280; or
(2) any other person or class of persons as prescribed by the Ministry.
298. An employer must apply for a TPN on behalf of an employee within
30 days of the employee entering into employment with the employer,
unless the employee has already been issued with a TPN.
299. An application for a TPN by a person must be:
(1) made in the approved form;
(2) accompanied by documentary evidence of the person’s identity as
prescribed; and
(3) made within 30 days of first becoming subject to this Act, or within
such further period as the Department may allow.
Issue of a TPN

300. Where the Department is satisfied that:

(1) an applicant under section 296 is required to apply for a TPN; and
(2) the applicant’s identity has been established,
the Department must issue a TPN by serving the applicant with written

notice of the TPN.
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301.

302.

303.

304.

Where the Department is satisfied that:

(1) an applicant under section 298 is required to apply for a TPN; and

(2) the identities of both the applicant and the employee on whose
behalf the applicant is acting have been established

the Department must issue a TPN to the employee and serve the applicant

with a written notice of such issuance.

Each TPN issued by the Department must be unique.

The Department must refuse an application under section 296 or 298
and serve the applicant with written notice of its decision to refuse the
application within 15 days of receiving the application, if:

(1) the Department is not satisfied as to the true identity of the
applicant or the employee on whose behalf the applicant is acting,
as the case may be; or

(2) the applicant or the employee on whose behalf the applicant is
acting, as the case may be, has already been issued with a TPN

that is still in force.

The Department may, on the Department’s own motion, issue a TPN
to a person required to apply for a TPN under section 296 but who has

failed to do so within the time permitted under section 299(3).
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305. A person can have only one TPN at any time.

306. A taxpayer must notify the Department, in such manner and form as the

Department may prescribe, of a change in any of the following within

30 days of the change occurring:

(1) the taxpayer’s physical or postal address;
(2) the taxpayer’s banking details used for transactions with the
Department;
(3) the taxpayer’s electronic address used for communications with
the Department;
(4) such other details as the Department may require by public notice.
Use of a TPN

307. A taxpayer:

(D

2)

€)

(4)

must state the taxpayer’s TPN on any tax return, notice, or other
document filed with the Department;

must provide the taxpayer’s TPN to a person who is required to
withhold tax on a payment to the taxpayer under this Act;

may provide the taxpayer’s TPN to a licensed financial institution
in relation to an account held by the taxpayer with the financial
institution;

may provide the taxpayer’s TPN to an employer as specified in the

regulations; and
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308.

309.

(5) must provide the taxpayer’s TPN to a Government Department or

public authority as prescribed.

A TPN is personal to the taxpayer to whom it has been issued and,

subject to section 309, cannot be used by another person.

A taxpayer’s TPN may be used by the taxpayer’s registered tax agent in
accordance with this Act when the taxpayer has given written permission

to the registered tax agent to use the TPN.

Cancellation of a TPN

310.

311.

312.

A person must apply to the Department for cancellation of the person’s

TPN if the person ceases to be subject to this Act.

An application for cancellation of a TPN under section 310 by a person
must be made:

(1) in the approved form; and

(2)  within 30 days of ceasing to be subject to this Act or within such

further time as the Department may allow.

The Department must, by notice in writing, cancel the TPN of a person
who has applied under section 310 if satisfied that the person ceases to

be subject to this Act.
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313. The Department may, on the Department’s own motion and by notice
in writing to a person or the person’s representative, cancel the person’s

TPN when:

(1) the person has failed to apply for cancellation of the TPN as
required under section 310, including when the person is a natural
person who has died, a company that has been liquidated, or any
other person that has ceased to exist;

(2) the TPN has been issued to the person under an identity that is not
the person’s true identity; or

(3) the person has been previously issued with a TPN that is still in

force.

314. The Department may, at any time, by notice in writing, cancel the TPN

issued to a person and issue the person with a new TPN.

315. The cancellation of a person’s TPN under this section does not affect
any obligation of the person arising under this Act before cancellation

of the TPN.

Liabilities and obligations of representatives
316. Every representative of a taxpayer is responsible for performing any
duties or obligations imposed by this Act on the taxpayer, including the

filing of tax returns and payment of tax.
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317.

318.

319.

320.

Any act done by a representative of a taxpayer on behalf of the taxpayer
in accordance with section 316 is treated as having been done by the

taxpayer.

Subject to section 319, any tax owing by a taxpayer that, by virtue of
section 316, is payable by a representative of a taxpayer is recoverable
from the representative only to the extent of any assets of the taxpayer

that are in the possession or under the control of the representative.

Subject to section 320, every representative is personally liable for the

payment of any tax due by the representative in that capacity if, while

the amount remains unpaid, the representative:

(1) alienates, charges, or disposes of any moneys received or accrued
in respect of which the tax is payable; or

(2) disposes of, or parts with, any moneys or funds belonging to the
taxpayer that are in the possession of the representative or which
come to the representative after the tax is payable, if the tax could

legally have been paid from, or out of, such moneys or funds.

Section 319 does not apply to the payment of any debt by a representative
on behalf of a taxpayer that has a priority, in law or equity, over the tax

liability of the taxpayer.
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321.

322.

When a taxpayer has two or more representatives, each representative
is jointly and severally liable for the duties or obligations referred to in
sections 316 to 320, but the duties and obligations may be discharged by

any of them.

Nothing in sections 316 to 321 relieves any taxpayer from performing
any duties or obligations imposed on the taxpayer under this Act that the

representative of the taxpayer has failed to perform.

Agency code

323.

A person who has an obligation to file any document or withhold
any amount under this Act, and who does not already have and is not
otherwise required to apply for a TPN under this Act, must apply in the
approved form and such prescribed manner to the Department for an

agency code.

CHAPTER 13
RECORDS, RETURNS, AND ASSESSMENTS

Records: Record-keeping

324.

Subject to section 325, a taxpayer must, for the purposes of this Act,

maintain such records as may be required under this Act, and the records

must be:

(1) maintained in Dzongkha or English;

(2) maintained in a manner as may be prescribed by regulations so as
to enable the taxpayer’s tax liability under this Act to be readily

ascertained; and
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(3) retained for 6 years after the end of tax period to which they relate

or for such other period as may be specified under this Act.

325. When, at the end of the period referred to in section 324(3), the taxpayer
has records that:
(1) relate to an amended assessment, the taxpayer must retain the

records until the end of the period specified in section 360(2);

(2) relate to a loss for a tax period that has not been fully offset, the
taxpayer must retain the records until the end of the tax period in

which the loss has been fully offset; or

(3) are necessary for a tax audit by the Department, or a proceeding
before a Court, commenced before the end of the period referred
to in section 324(3), the taxpayer must retain the records until the
end of the period referred to in section 324(3) or until the tax audit

and all proceedings have been completed, whichever is later.

326. When a taxpayer maintains records outside Bhutan, the Department may,
by notice in writing, require the taxpayer to make the records available
for inspection by the Department in such manner and within such time

as specified in the notice.
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327.

Where records referred to in section 324 are not in Dzongkha or
English, the Department may, by notice in writing, require the taxpayer
to provide, at the taxpayer’s expense, a translation into Dzongkha or
English by a translator approved by the Department by the date specified

in the notice.

Tax returns

Filing

328.

3209.

330.

331.

332.

A taxpayer required to file a tax return under this Act must file the return

in the approved form and in the prescribed manner.

The approved form may combine the tax return for two or more taxes on

a single form.

When a taxpayer has failed to file a tax return as required under this Act,
the Department may, by notice in writing, require the taxpayer to file the

return by the due date set out in the notice.

If the Department is not satisfied with a tax return filed by a taxpayer,
the Department may, by notice in writing, require the taxpayer to file by
the due date set out in the notice:

(1) a further or more detailed return; or

(2) any further information as specified in the notice.

A notice served on a taxpayer under section 330 or 331 does not change

the date for payment of any tax due (referred to in this section as the

“original due date”) under the tax return as specified in this Act under
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which the return is required to be filed and late payment interest remain

payable from the original due date.

333. Regulations may provide for the signing and certification of tax returns

by taxpayers, representatives, and registered tax agents.

Advance returns
334. Section 335 applies when, during a tax period:
(1) ataxpayer has died;
(2) ataxpayer has become bankrupt or gone into liquidation;
(3) ataxpayer is about to leave Bhutan permanently;
(4) ataxpayer has ceased, or is about to cease, carrying on business in
Bhutan; or
(5) the Department has reason to believe that a taxpayer will not file a

tax return for the period by the due date.

335. When this section applies in relation to a tax period, the Department
may, by notice in writing and at any time during the tax period, require:

(1) ataxpayer or the taxpayer’s representative to file a tax return for

the tax period by the date specified in the notice, being a date that

may be before the date that the return for the tax period would

otherwise be due; and
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(2) pay any tax due under the tax return.

Extension of time to file

336.

337.

338.

339.

340.

341.

A taxpayer may apply, in writing, to the Department for an extension of

time to file a tax return.

An application under section 336 must be made at least 10 days before

the due date for filing the tax return.

Subject to section 339, the Department may, upon satisfaction that there
is reasonable cause, grant an application under this section and must

serve notice of the decision on the taxpayer.
The due date for filing a tax return can be extended only once.

An extension of time under this section must not exceed 30 days unless
there are exceptional circumstances that justify the Department granting

an extension of time for more than 30 days.

An extension of time granted under section 338 does not change the date
for payment of any tax due (referred to in this section as the “original
due date) under the tax return as specified in this Act under which
the tax return is required to be filed and late payment interest remains

payable from the original due date.

Due filing

342.

A tax return purporting to be filed by or on behalf of any taxpayer is
treated as having been filed by that taxpayer or with the taxpayer’s

authority unless the contrary is proved.
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Assessments

Self-assessment

343.

344,

345.

A self-assessment taxpayer who has filed a self-assessment return in the
approved form for a tax period is treated, for all purposes of this Act, as
having made an assessment of the amount of tax payable (including a nil
amount) for the tax period to which the return relates being that amount

as set out in the return.

When a self-assessment taxpayer has filed a return of income in the
approved form for an Income Year and has a net loss for that year,
the taxpayer is treated, for all purposes of this Act, as having made an
assessment of the amount of the loss being that amount as set out in the

return.

A tax return in the approved form completed and filed electronically by

a taxpayer is a self-assessment return despite the following:

(1) the form included pre-filled information provided by the
Department; and

(2) the tax payable is computed electronically as information is

inserted into the form.

Default assessment

346.

When a taxpayer has failed to file a tax return for a tax period by the due
date, the Department may, at any time and based on such evidence as
may be available and to the best of the Department’s judgement, make

an assessment of:
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347.

348.

349.

350.

(1) inthe case of a net loss carried forward: the amount of the net loss
for the period;
(2) in any other case: the tax (including a nil amount) payable by the

taxpayer for the period.

The Department must serve a taxpayer assessed under section 346
with notice, in writing, of a default assessment specifying the matters

required by regulations.

The service of a notice of a default assessment under this section does
not change the due date (referred to in this section as the “original
due date”) for payment of the tax payable under the assessment as
determined under this Act, and late payment interest remain payable

from the original due date.

Nothing in this section relieves a taxpayer from being required to file
the tax return to which the default assessment served under this section

relates.

A tax return filed by a taxpayer for a tax period after notice of a default
assessment has been served on the taxpayer for the period is not a self-

assessment return.

Advance assessment

351.

Subject to section 352, the Department may, based on such evidence as
may be available and to the best of the Department’s judgement, make
an assessment of the tax payable by a taxpayer specified in section 335

for a tax period.
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352.

353.

354.

355.

356.

357.

Section 351 applies only when the taxpayer has failed to file a tax return

for the tax period under section 335.

An advance assessment:

(1) may be made before the date on which the taxpayer’s tax return
for the tax period is due; and

(2) must be made in accordance with the law in force at the date the

advance assessment was made.

The Department must serve a taxpayer assessed under section 351 with
notice, in writing, of the advance assessment specifying the matters

required by regulations.

An advance assessment may be amended under section 358 so that the
taxpayer is assessed in respect of the whole of the tax period to which

the advance assessment relates.

Nothing in this section relieves a taxpayer from the requirement to file
the tax return to which an advance assessment served under this section

relates.

A tax return filed by a taxpayer for a tax period after notice of an advance
assessment has been served on the taxpayer for the period is not a self-

assessment return.

Amended assessment

358.

Subject to sections 359 to 364, the Department may amend a taxation

assessment (referred to in this section as the “original assessment”) by
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359.

360.

making such alterations or additions, based on such evidence as may be

available and to the best of the Department’s judgement, to the original

assessment of a taxpayer for a tax period to ensure that:

(1) in the case of a net loss carried forward: the taxpayer is assessed
in respect of the correct amount of the net loss; or

(2) in any other case: the taxpayer is liable for the correct amount of
tax payable (including a nil amount) in respect of the tax period to

which the original assessment relates.

Subject to section 360, the Department may amend a taxation assessment

under section 358:

(1) in the case of fraud or wilful neglect by, or on behalf of, the
taxpayer: at any time; or

(2) in any other case: within five years from:

(a) for a self-assessment: the date that the self-assessment
taxpayer filed the self-assessment return to which the self-
assessment relates; or

(b) for any other assessment: the date the Department served

notice of the assessment on the taxpayer.

Subject to section 361, when the Department has served a notice of an
amended assessment on a taxpayer under section 358, the Department
may further amend the amended assessment or the original assessment

to which the amended assessment relates within the later of:
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(1) the period specified in section 359(2); or
(2) one year after the Department served notice of the amended

assessment on the taxpayer.

361. When section 360(2) applies, the Department is limited to amending the
alterations or additions made in the amended assessment to the original

assessment.

362. The Department must serve a taxpayer with notice, in writing, of an
amended assessment made under section 358 or 360 specifying the

matters required by regulations.

363. The service of a notice of an amended assessment under this section
does not change the due date (referred to in this section as the “original
due date”) for payment of the tax payable under the assessment as
determined under this Act, and late payment interest remain payable

from the original due date.

364. Where the Department has passed an amended assessment related to
section 365 in respect of any taxpayer, such taxpayer shall not be entitled
to make any further application for amendment under section 368 in
relation to the same assessment year, except as otherwise provided

under this Act.

Application for an amendment to a self-assessment
365. A taxpayer who has filed a self-assessment return may apply to the

Department for an amendment to be made to the self-assessment.
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366.

367.

368.

369.

370.

An application under section 365 must:

(1) state the amendments that the taxpayer believes are required to
correct the self-assessment and the reasons for the amendments;
and

(2) be filed with the Department within the period specified in section
359(2)(a).

When an application has been made under section 365, the Department
may make a decision to amend the self-assessment or refuse the

application.

If the Department makes a decision to amend the self-assessment:

(1) the amended assessment must be made in accordance with section
358; and

(2) notice of the amended assessment must be served on the taxpayer

in accordance with section 362.

If the Department makes a decision to refuse an application under
section 365, the Department must serve the taxpayer with written notice

of the decision.

If the Department has failed to make a decision on an application made
under section 365 within 60 days of the application being filed, the
Department is deemed to have:

(1) made a decision to disallow the application; and

(2) served the taxpayer with notice of the decision on the sixtieth day

after the application was filed.
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CHAPTER 14
DECISIONS OF THE DEPARTMENT
Statement of reasons
371. When the Department has refused an application made by a person
under this Act, the notice of refusal must include a statement of reasons

for the refusal.

372. If the Department has failed to provide a person with a statement of
reasons as required under section 371, the person may, by notice in
writing to the Department within 15 days of being served with the notice

of refusal, request the Department to provide a statement of reasons.

373. If a person has filed a notice of request with the Department under
section 372, the time for challenging the decision to which the request
relates does not commence until the date that the Department serves the

person with the statement of reasons.

Finality of taxation and reviewable decisions
374. Except in proceedings under Chapter 15:
(1) ataxation decision is final and conclusive, and cannot be disputed
in a Court, or in any other proceedings on any ground whatsoever;
(2) the production of a notice of a taxation assessment or a document
under the hand of the Department purporting to be a copy of a
notice of a taxation assessment is conclusive evidence:

(a) of the due making of the assessment; and
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375.

376.

377.

(b) that the amount and particulars of the assessment are correct;

and
(3) inthe case of a self-assessment, the production of the original self-
assessment return or a document under the hand of the Department
purporting to be a copy of the return is conclusive evidence of the

contents of the return.

When the Department serves a notice of a taxation assessment on a
taxpayer electronically, the reference in section 374(2) to a copy of the
notice of a taxation assessment includes a document certified by the
Department identifying the assessment and specifying the details of the

electronic transmission of the assessment.

When a taxpayer has filed a self-assessment return electronically, the
reference in section 374(3) to a copy of the return includes a document
certified by the Department identifying the return and specifying the

details of the electronic transmission of the return.

A reviewable decision is final and conclusive, and can be disputed
only by applying, under section 391, to the Ministry for review of the

decision.
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CHAPTER 15
OBJECTIONS AND APPEALS

Notice of objection to a taxation decision

378.

379.

380.

381.

A person dissatisfied with a taxation decision may file a notice of
objection to the decision with the Department within 30 days of service

of the notice of the decision.

A taxpayer’s right to object to an amended assessment is limited to the
alterations or additions made in the amended assessment to the original
assessment or issues arising directly as a result of such alterations or

additions.

A notice of objection to a taxation decision is validly filed only when the
following conditions are satisfied:
(1) the notice of objection states precisely:
(a) the grounds of the person’s objection to the taxation decision;
(b) the amendments that the person considers are required to
correct the decision; and
(c) the reasons for making those amendments; and
(2) when the notice of objection relates to a taxation assessment, the
taxpayer has paid any tax due under the taxation assessment that is

not disputed by the taxpayer in the notice of objection.

A person may apply, in writing, to the Department for an extension of

time to file a notice of objection.
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382.

383.

384.

An application under section 381 must be filed within 30 days of service

of the notice of the taxation decision.

The Department may, if satisfied that there is reasonable cause, grant an
application under section 381 and must serve notice of the decision on

the person applying for the extension.

An extension of time under section 383 must not exceed 15 days unless
there are exceptional circumstances that justify the Department granting

an extension of time for more than 15 days.

Making an objection decision

385.

386.

387.

The Department must, after consideration of the notice of objection,

allow the objection in whole or in part or disallow the objection.

If a notice of objection relates to a taxation assessment and the
Department has allowed the objection in part and reduced the amount
of the assessment, the reduced assessment is treated as the taxation
assessment for the purposes of any subsequent review or appeal relating

to the assessment.

The Department must serve notice, in writing, of the objection decision
on the person objecting and take all steps necessary to give effect to the
decision, including, in the case of an objection to a taxation assessment,

the making of an amended assessment.
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388.

3809.

390.

A notice of an objection decision must include a statement of the
Department’s findings on the material facts and the reasons for the

decision.

A person may elect, by notice in writing to the Department, to treat the
Department as having made a decision to disallow an objection made by
a person if the Department fails to serve the person with a notice of an

objection decision within 60 days of the notice of objection being filed.

When a person has made an election under section 389, the person is
treated as having been served with notice of the objection decision
on the date that the person filed the notice under section 389 with the

Department.

Review of objection decision or reviewable decision by the Ministry

Applying for review

391.

392.

A person dissatisfied with an objection decision or a reviewable decision
may apply to the Review Board at the Ministry for review of the decision

within 30 days of service of the notice of the decision.

Section 391 of this Act shall not apply, in the case, if a person applying
for review has not:

(1) paid the whole of any undisputed amount; or

(2) entered into instalment or security arrangement with the

Department in relation to the undisputed amount.
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393. The grounds of review shall be limited to the grounds stated in the
notice of objection, unless the Review Board grants leave to extend the

grounds.

Review of objection decision

394. For the purpose of hearing appeals, there shall be a Review Board
consisting of not more than five members including two members from
the private sector appointed for such period as may be determined by the

Ministry.

395. The Ministry may at any time remove a member or a member may

resign from the Review Board by written notice to the Ministry.

Qualifications and experience
396. Members shall be of at least ten years good standing in their profession
and have qualifications and substantial experience in law, accounting or

taxation.

397. Members shall be persons of unimpeachable integrity and moral
standing, having no outstanding financial obligations or liabilities to the
Government, including but not limited to taxes, duties, fees, or any other

statutory dues.

Constitution of Review Board
398. The Ministry shall appoint member secretary to the Review Board and

such other officers of the Review Board as may be necessary.
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399.

400.

401.

402.

403.

The member secretary must inform each member appointed under
section 394 of his or her appointment, and it is the duty of the member

to attend any appeal specified by the member secretary.

All matters coming before the Review Board at any sitting thereof must
be decided by a majority of votes of the members of the Review Board
present and, in the event of an equality such member as may be presiding

has a second or casting vote.
The quorum of the Review Board must be no less than three members.

Members of the Review Board are entitled to receive such fees as the

Ministry may determine.

The Ministry may for carrying out the purposes and provisions relating

to the Review Board in this Act and, in particular, may make regulation:

(1) prescribing any matter required or permitted to be prescribed;

(2) providing for the form and manner in which appeals are to be
made to the Review Board;

(3) providing for the procedure to be adopted by the Review Board
for the Board’s meetings and for proceedings before the Review

Board, and the records to be kept by the Review Board;
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(4) prescribing the fees to be paid in respect of any appeal; or
(5) providing for any other matter that is necessary or convenient for

carrying out or giving effect to the Review Board.

Hearing and disposal of appeal

404. Onreceiptofapetition of appeal, the member secretary must immediately
forward one copy of it to the Department, and must:
(1) assoon as possible thereafter fix the hearing; and
(2) not later than 15 days before the hearing, give notice of the hearing

of the appeal to both the appellant and the Department.

405. Either party may be represented by their choice of Jabmi or an accountant

at a hearing of an appeal before the Review Board.

406. The Review Board shall for the purpose of this Act, have all the powers:
(1) to summon any person whom it considers capable of providing
evidence in respect of the appeal, to examine such person as a
witness or documents as the Review Board may think necessary

for the purposes of the appeal;

(2) to allow any person so attending any reasonable expenses
necessarily incurred by the person in so attending to be paid by the
appellant or the Department, as the Review Board may direct; or

(3) to admit or reject any evidence whether oral or documentary and
whether admissible or inadmissible under the provisions of any

written law relating to the admissibility of an evidence.
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407. Every person examined as a witness by or before the Review Board,
whether on oath or otherwise, is legally bound to state the truth and to
produce such records, documents or sample of any goods as the Board

may require.

408. The Review Board may, after hearing an appeal, confirm, vary or annul

the decision of the Department appealed against and make such order as

it thinks fit.

Immunity
409. A member of a Review board and witness shall not be personally liable
for any act done or omitted to be done in good faith in pursuance or

intended pursuance of his or her duties and authorities under this Act.

Conflicts of interest
410. All members should declare the conflict of interest and, upon becoming
aware of such conflict of interest, the member shall not hear or continue

to hear the appeal.

Department to assist the Review Board
411. The Department shall use its best endeavours to assist the Review Board

to make the informed decision.
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Appeal to Court of Justice

412.

413.

A party to a review before the Review Board has a right to appeal to the

Royal Court of Justice:

(1) ona question of law; or

(2) with leave of the Royal Court of Justice, on a question of fact.

An appeal under section 412 must be made within 10 working days after

being notified of the decision of the Review Board.

Implementation of decision

414.

415.

416.

Subject to section 422, the Department must take such action, including
amending any taxation assessment, as is necessary to give effect to a
decision of the Court within 45 days after the latest of:

(1)  the date on which a decision of the Review Board becomes final;
(2) the date on which a decision of the Court becomes final; or

(3) the date of notification of a decision of the Higher Court.

The decision of the Review Board becomes final if no notice of appeal
is filed with the Registrar of the Court within the time specified under

section 413 or such further time as the Court may allow.

The decision of the Court becomes final if no notice of appeal is filed
with the Registrar of the Higher Court within the time specified under
the Civil and Criminal Procedure Code or such further time as the

Supreme Court may allow.
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417. The time limit in section 359(2) for amending a taxation assessment

does not apply to an amendment to give effect to a decision of the Court.

General provisions relating to objections and appeals
418. In a proceeding under this Act in relation to a taxation decision or
reviewable decision, the burden is on the taxpayer to prove that the

decision is incorrect.

419. In an application to the Review Board, or an appeal to the Royal Court
of Justice in relation to an objection decision, the taxpayer is limited
to the grounds stated in the taxpayer’s notice of objection to which the
objection decision relates unless the Review Board or the Court (as the

case may be) grants the taxpayer leave to add new grounds.

CHAPTER 16
COLLECTION AND RECOVERY OF TAX
Payment of tax
Tax as a debt due to the State
420. Tax is a debt due to the State and the Department may recover any tax

due in Court in the name of the State.

421. When the Department has reasonable grounds to believe that a taxpayer
may leave Bhutan before the due date for payment of tax, the tax is due
on such date as specified by the Department by notice in writing to the

taxpayer.
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422.

No statute of limitation bars or affects any action or remedy for the

recovery of tax under this Act.

Secondary liabilities

423.

424,

425.

426.

The Department shall determine the amount of a secondary liability that
a person is liable for and serve the person with notice of the amount

payable and the due date for payment.

An amount of a secondary liability paid by a person is credited against

the primary tax liability to which the secondary liability relates.

A reference in Chapters 15, 16, 17, and 18 to:

(1) “tax” includes a secondary liability;

(2) “unpaid tax” includes an amount specified in subsection (1) that is
not paid by the due date; and

(3) “taxpayer” includes a person liable for an amount specified in

subsection (1).

A person who has paid a secondary liability out of his or her own funds

may recover the amount paid from the taxpayer as a debt in court.

Extension of time to pay tax

427. A taxpayer may apply, in writing, to the Department for an extension of

time to pay any tax due and the application must be made by the original

date on which the tax was due for payment.
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428. When an application has been made under section 427, the Department
may, having regard to the circumstances of the case:
(1) grant the taxpayer an extension of time for payment of the tax due;
or
(2) require the taxpayer to pay any tax due in such instalments as the

Department may determine.

429. The Department must serve the taxpayer with a written notice of the

decision under section 428.

430. When a taxpayer is permitted to pay tax by instalments and the
taxpayer defaults in payment of any instalment, the whole balance of
the tax outstanding, at the time of the default, becomes immediately
payable unless the Department enters into another instalment payment

arrangement with the taxpayer.

431. Ataxpayer granted an extension of time or permission to pay tax due by
instalments is still liable for late payment interest from the original date

that the tax was due for payment.

Priority of tax
432. This section applies to the following amounts:
(1) awithholding amount;
(2) an amount that a payer is required to pay under a notice served

under section 456.
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433. A person owing, holding, receiving, or withholding an amount to which

this section applies:

(1
2)

holds the amount in trust for the State; and
the amount cannot be subject to attachment in respect of any debt

or liability of the person.

434. In the event of the liquidation or bankruptcy of a person owing, holding,

receiving, or withholding an amount to which this section applies, the

amount:

(1

)

does not form part of the person’s estate in liquidation or
bankruptcy; and
must be paid to the Department before any distribution of property

1s made.

435. Despite any other enactment, a withholding amount is:

(1)

)

Indemnity

a first charge on the payment from which the amount is withheld;
and

withheld prior to any other deduction that the person may be
required to make from the payment under an order of any court or

any law.

436. This section applies to:

(1

2)

a withholding agent who has withheld an amount from withholding
income and paid the amount to the Department;
a representative who has paid an amount to the Department

pursuant to section 317;
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(3) aperson who has paid an amount to the Department pursuant to a
notice served under section 456; or
(4) an appointed person who has paid an amount to the Department

pursuant to section 469(1).

437. A person to whom section 436 applies is indemnified against any claim

for payment of the amount that the person has paid to the Department.

Security

438. The Department may, for the purposes of securing payment of any tax
that is or may become due by a taxpayer under this Act, require the
taxpayer to provide security in such amount and on such conditions as

the Department determines.

439. The Department may require security to be provided:
(1) by abond;
(2) by an unconditional bank guarantee; or
(3) inany other form as the Department determines, including by way
of a mortgage over the taxpayer’s property but subject to any pre-

existing mortgage over the property.

440. A taxpayer is liable to provide security only if the Department serves the
taxpayer with a notice, in writing, setting out the following:
(1) the amount of the security required;
(2) the manner in which the security is to be provided;

(3) the due date for providing the security.
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441.

If a taxpayer fails to comply with a notice under section 440, the
Department may recover the amount of the security under this Chapter

on the basis that the unpaid security is unpaid tax.

Imposition of late payment interest

442.

443.

444,

445.

446.

447,

A taxpayer who fails to pay tax on or before the due date for payment is
liable for late payment interest at the rate 15 per cent per annum on the
amount unpaid calculated for the period commencing from the date the

payment was due to the date the payment is made.

Any late payment interest paid by a taxpayer under section 442 must be
refunded to the taxpayer to the extent that the amount to which the late

payment interest relates is found not to have been payable.

Late payment interest payable in respect of a withholding amount or
a secondary liability is borne personally by the person liable for the
withholding amount or secondary liability and is not recoverable from

the taxpayer.

Late payment interest payable under this section is computed on a simple

interest basis.

The Department may serve a taxpayer liable for late payment interest
with notice of the amount of late payment interest payable by the

taxpayer and the due date for payment.

A notice of the amount of late payment interest payable by a taxpayer
may be included in any other notice, including a notice of a taxation

assessment, served by the Department on the taxpayer.
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448.

449.

450.

Late payment interest as prescribed under sections 442 to 447 cannot be

waived or reduced.

The total amount of late payment interest payable by a taxpayer in

respect of an unpaid tax liability is limited to the amount of the liability.

For the purposes of sections 442 to 449, “tax” does not include late

payment interest.

Recovery of unpaid tax

Judgment debt procedure

451.

452.

453.

Subject to section 453, the Department may recover unpaid tax by
filing with a court of competent jurisdiction a statement certified by the
Department setting out:

(1)  the name and address of the taxpayer liable for the unpaid tax; and

(2) the amount of the unpaid tax payable by the taxpayer.

A statement filed in accordance with section 451 is treated as sufficient

proof of debt for the court to give judgment in favor of the Department.

Despite section 451, the Department may exercise any of the recovery
powers under this Chapter before filing the certified statement with a
court of competent authority as required under section 451, if there are

serious risks relating to the collection of the unpaid tax.
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454.

Where the Department exercises any of the recovery powers under this
Chapter before filing the certified statement with a court of competent
authority, the Department must file a statement as described in section
451 with a court of competent jurisdiction as soon as reasonably possible,

but in any case not longer than 72 hours.

Third parties

455.

456.

457.

Section 456 applies when a taxpayer is, or will become liable to pay tax
and:

(1) the taxpayer has not paid the tax by the due date for payment; or
(2) the Department has reasonable grounds to believe that the taxpayer

will not pay the tax by the due date for payment.

When this section applies, the Department may, by notice in writing,
require a person (referred to in this section as a “third party”’) who owes
or may subsequently owe money to, or who holds or may subsequently
hold money for, the taxpayer to pay the amount specified in the notice to

the Department by the date stated in the notice.

The following apply to a notice under section 456:

(1) the amount specified in the notice as payable by the third party
must not exceed the amount of the unpaid tax or the amount of tax
that the Department believes will not be paid by the taxpayer by

the due date;
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458.

459.

)

)

4

)

subject to section 458, a third party is not liable to pay an amount
in excess of the amount that the third party owes or may owe to, or
holds or may hold for, the taxpayer;

the date for payment by the third party specified in the notice must
not be before the date that the amount owed by the third party to
the taxpayer becomes due to the taxpayer or held on the taxpayer’s
behalf;

the notice remains in force until the third party pays the amount
specified in the notice or the Department revokes the notice;

the notice may specify amounts of tax owing or that may become

owing by the taxpayer under more than one tax law.

The amount that a notice under section 456 requires to be paid from

salary or wages payable to the taxpayer must not exceed 20 per cent of

the amount of each payment of salary or wages (after the payment of

income tax).

A notice under section 456 can be served on a third party in relation to

an amount in a joint account only when:

(1

all the holders of the joint account have unpaid tax liabilities; or
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460.

461.

462.

463.

464.

(2) the taxpayer can withdraw funds from the account (other than a
partnership account) without the signature or authorization of the

other account holders.

The Department must, by notice in writing to the third party, revoke
or amend a notice under section 456 if the taxpayer has paid the whole
or part of the tax due or has made an arrangement satisfactory to the

Department for payment of the tax.

A third party who claims to be unable to comply with a notice under
section 456 may inform the Department, in writing and within 15 days
of service of the notice, setting out the reasons for the third party’s

inability to comply with the notice.

When the Department is informed under section 461, the Department

must, by notice in writing to the third party:

(1) accept the notification and cancel or amend the notice under
section 456; or

(2) reject the notification.

The Department must serve the taxpayer with a copy of a notice served

on a third party under sections 456, 460, or 462.

A third party who, without reasonable cause, fails to comply with a
notice under this section is personally liable for any part of the amount

specified in the notice that is unpaid.
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465. The Department must credit an amount paid by a third party under this

section against the tax liability of the taxpayer.

Appointed person
466. An appointed person must notify the Department of the appointment

within 15 days of the date of the appointment.

467. The Department must:

(1) notify the appointed person, in writing, of the amount of any tax
that is or will become payable by the taxpayer whose assets are in
the possession or under the control of the appointed person; and

(2)  within 30 days of the Department being served with a notice under
section 466, serve the notice under subsection (1) on the appointed

person.

468. An appointed person must not, without leave of the Department, part
with any asset held in the capacity as an appointed person until:

(1) the appointed person has filed all outstanding tax returns of the
taxpayer, including an advance return required under section 335;
and

(2) the appointed person has been served with a notice under section
467 or the one-month period has expired without such a notice

being served on the appointed person.
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469.

470.

471.

472.

Subject to section 470, an appointed person:

(1) must set aside out of the proceeds of sale of any asset of the
taxpayer the amount notified by the Department under section 467
or such lesser amount as subsequently agreed with the Department
and pay such amount to the Department; and

(2) is personally liable for the amount required to be set aside.

Subject to sections 432 to 435, nothing in section 468 prevents an

appointed person from paying the following amounts in priority to the

tax notified under section 467:

(1) adebt that has priority, in law or equity, over the tax notified under
section 467;

(2) the expenses properly incurred by the appointed person in the

capacity as such, including the appointed person’s remuneration.

Subject to section 470, when the proceeds of sale of any asset are less
than the amount notified by the Department under this section, the
appointed person must set aside the entire proceeds of sale to meet the

amount notified under this section.

Where two or more persons are appointed persons in respect of a
taxpayer, the obligations and liabilities under this section apply jointly

and severally to the appointed persons.
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473. For the purposes of sections 466 to 472:
“appointed person” means an administrator, executor, receiver, or
liquidator appointed to manage, administer, liquidate, or wind up the

affairs of a taxpayer; and

“taxpayer” includes a deceased taxpayer.

Temporary closure of business premises
474. Section475 applies to a withholding agent when the following conditions
are satisfied:
(1) the withholding agent has failed to:
(a) file a withholding statement under section 274; or
(b) pay a withholding amount by the due date; and

(2)  such failure has occurred at least once in the past.

475. When this section applies, the Department may notify the withholding
agent, in writing, of the intention to close down part or the whole of
the withholding agent’s business premises for a temporary period not
exceeding 15 days, unless within a period of 7 days from service of the
notice:

(1) the withholding agent files the withholding return under section
274; or

(2) pays the withholding amount due, and any penalty and late
payment interest payable in respect of the unpaid tax, as the case

may be.
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476.

477.

478.

479.

480.

If a withholding agent fails to comply with a notice under section 475,
the Department may issue a notice (referred to in sections 477 and 478
as a “closure notice”) to close down part or the whole of the business

premises of the withholding agent for a period not exceeding 15 days.

The Department may, at any time, enter any premises described in a
closure notice for the purposes of executing the closure notice and may
require a police officer to be present while the closure notice is being

executed.

When a closure notice has been issued under section 476, the Department:

(1) must seal the premises and affix in a conspicuous place on the
front of the business premises closed down a notice specifying the
matters required by regulations; and

(2) may make the closure public in any manner that the Department

considers appropriate.

The Department must immediately arrange for removal of the notice

referred to in section 478(1) if, during the period of closure:

(1) the taxpayer files the withholding statement under section 274, as
the case may be; or

(2) the taxpayer pays the withholding amount due, and any penalty

and late payment interest payable in respect of the unpaid tax.

Only the Department or an authorized officer is permitted to exercise the

powers in sections 474 to 479.
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Liability for tax payable by a company

481.

482.

483.

Subject to section 482, when an arrangement has been entered into with
the intention or effect of rendering a company unable to satisfy a current
or future tax liability under this Act, every person who was a director or
controlling member of the company when the arrangement was entered

into is jointly and severally liable for the tax liability of the company.

A director of a company is not liable under section 481 for the tax liability
of the company if the director derived no direct or indirect financial or
other benefit from the arrangement and:

(1) the director has, on becoming aware of the arrangement, formally
recorded with the company his or her dissent and notified the
company in writing of the arrangement; or

(2) both the following conditions are satisfied:

(a) the director was not involved in the executive management
of the company; and

(b) at no time did the director have any knowledge of the
arrangement nor could have reasonably been expected to

know of the arrangement.

To give effect to section 481 after a company has been liquidated and
subject to section 359, the Department may make or amend an assessment
of the tax liability of the liquidated company as if the company had not
been liquidated and serve notice of the assessment on any person to

whom section 481 applies.
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484. For the purposes of sections 481 to 483:
“arrangement” means any contract, agreement, plan, or understanding
whether express or implied and whether or not enforceable in legal

proceedings; and

“controlling member”, in relation to a company, means any member
who beneficially holds, either alone or together with an associate or

associates:

(1)  more than 50 per cent of the voting rights attaching to shares or
other membership interest in the company; or

(2) more than 50 per cent of the rights to profits attaching to shares or
other membership interests in the company; or

(3) more than 50 per cent of the rights to capital attaching to shares or

other membership interests in the company.

Transferred tax liabilities

485. When a taxpayer (referred to in this section as the “transferor”) has a
tax liability in relation to a business carried on by the transferor and the
transferor has transferred all or some of the assets of the business to an
associate (referred to in this section as the “transferee”):

(1) the transferee is personally liable for the unpaid tax liability
(referred to in this section as the “transferred liability”) of the
transferor in relation to the business; and

(2) the Department is not precluded from recovering the whole or part

of the transferred liability from the transferor.
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486.

487.

Section 485 does not apply where the transfer is a genuine transfer made

in good faith and at market value.

Market value of a transferred asset is determined in accordance with

sections 103 to 105.

Distress proceedings

488.

489.

490.

Subject to section 489, the Department may recover unpaid tax owing
by a taxpayer by distress proceedings against the movable property of
the taxpayer by issuing a notice, in writing, to the taxpayer specifying
the following:

(1) the name of the taxpayer;

(2) the location of the property to be distrained;

(3) the tax liability to which the distress proceedings relate.

Subject to sections 432 to 435, section 488 does not apply to movable
property that has a prior secured interest over the property that has

priority, in law or equity, over the tax notified under section 488;

For the purposes of executing distress, the Department may:

(1) at any time, enter any house or premises described in the notice
authorizing the distress proceedings; and

(2) request a police officer to be present while the distress is being

executed.
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491.

492.

493.

The property distrained must be detained at the cost of the taxpayer and

at the premises where the distress was executed or at such other place as

the Department may consider appropriate for the following period:

(1)

2)

for perishable goods, such period as the Department considers
reasonable having regard to the condition of the goods; or
for any other goods, a period of not less than 30 days after the

execution of the distress.

The property distrained may be sold by public auction or in such other

manner as the Department may direct when the taxpayer does not pay

the tax due, together with the costs of the distress, within the detention

period under section 491.

The Department must apply the proceeds of a disposal under section

492 as follows:

(1)

2)

3)
4

first towards the cost of taking, keeping, and selling the property
distrained upon;

then towards the unpaid tax liability of the taxpayer as specified in
the distress notice;

then towards any other unpaid tax liability of the taxpayer;

then the remainder of the proceeds, if any, must be paid to the

taxpayer.
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494.

495.

496.

Nothing in sections 488 to 496 precludes the Department from
proceeding under this Chapter with respect to any balance owed if the
proceeds of the distress are not sufficient to meet the amounts referred

to in section 493(1), (2), and (3).

Only the Department or an authorized officer is permitted to exercise

powers under this section.

The Department, authorized officer, or police officer is not liable for any
damage resulting from an exercise of power under this section, provided
that the Department, authorized officer, or police officer acted in good

faith and in accordance with the terms of the section.

Departure prohibition

497.

498.

Section 498 applies when the Department has reasonable grounds to

believe that a person may leave Bhutan:

(1) without paying tax that is or will become payable by the person;
or

(2) when tax that is or will become payable by a company in which

the person is a controlling member is unpaid.

When this section applies, the Department may issue a notice (referred
to in sections 499 to 504 as a “departure prohibition notice”) to the
Department of Immigration prohibiting the person from leaving Bhutan

until;
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499.

500.

501.

502.

(1) the tax payable or that will become payable by the person or by
the company in which the person is a controlling member is paid
in full; or

(2) anarrangement is made satisfactory to the Department for payment

of the tax referred to in subsection (1).

A departure prohibition notice must specify the following:

(1) the name, address, and TPN of the person to whom the notice
applies;

(2) the amount of tax that is or will become payable by the person or

by the company in which the person is a controlling member.

The Department must serve a copy of a departure prohibition notice
on the person named in the notice, but the non-receipt of a copy of the

notice by the person named in the notice does not invalidate the notice.

On receipt of a departure prohibition notice in relation to a person,
the Department of Immigration must take such measures as may be
necessary to comply with the notice including the seizure and retention
of the person’s passport, certificate of identification, or any other

document authorizing the person to leave Bhutan.

If the tax specified in the departure prohibition notice is paid or a
satisfactory arrangement for payment of the tax is made, the Department
must issue the person named in the notice with a departure certificate
and production of the certificate to an immigration officer is sufficient
authority for the officer to allow the person to leave Bhutan, subject to

other immigration requirements being satisfied.
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503. No proceedings, criminal or civil, may be instituted or maintained
against the State, a taxation officer, or a customs, immigration, police,

or other officer for anything lawfully done under this section.

504. Only the Department or an authorized officer is permitted to exercise

powers under this section.

505. For the purposes of sections 497 to 504, “controlling member” has the

same meaning as in section 484.

Preservation of assets
506. Section 507 applies when the Department has reasonable cause to
believe that:
(1) a taxpayer will not pay the full amount of tax owing when due;
and
(2) the taxpayer has taken, or will take, steps to frustrate the recovery

of the tax, including the dissipation of the taxpayer’s assets.

507. When this section applies, the Department may serve a notice on a
financial institution requiring the financial institution to:

(1)  block the accounts of the taxpayer;
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508.

509.

510.

511.

512.

(2) freeze access to any cash, valuables, precious metals, or other
assets of the taxpayer in a safe deposit box held by the financial
institution; and

(3) provide information relating to the accounts or contents of the safe

deposit box.

A notice served on a financial institution under section 507 must specify

the name, address, and TPN of the taxpayer to which the notice applies.

When a notice has been served under section 507, the Department
may make an immediate advance assessment of the tax payable by the

taxpayer for the current and any prior tax period.

The Department must obtain a court authorization for the notice within
72 hours of service of the notice on the financial institution under section

507.

Anotice served under section 507 lapses if there is no court authorization
of the notice within 72 hours of service of the notice on the financial

institution.

A financial institution served with a notice under section 507 must
comply with the notice from the date of service until the date that the

notice expires according to its terms or lapses under section 511.
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513. A financial institution that, without reasonable cause, fails to comply
with a notice served on the financial institution under section 507 is
personally liable for the tax liability of the taxpayer to the extent of the

accounts and assets held by the financial institution.

CHAPTER 17
REFUNDS, RELIEF AND WRITE-OFFS
Credit for tax payments
514. If the total amount of refundable tax credits allowed to a taxpayer for
an Income Year exceeds the income tax liability of the taxpayer for the
year, the Department must confirm the amount of refund before applying
the excess in the following order:
(1) first, in payment of any tax (other than a withholding amount)
owing by the taxpayer under this Act;
(2) then in payment of tax owing by the taxpayer under any other tax
laws;
(3) subject to section 518, then refund the remainder, if any, to the
taxpayer. within 30 days of the completion of the confirmation

process (“due date”™).

515. The Department must use its best endeavour to complete the confirmation
process referred to in section 514 as soon as possible, but in any case,
not later than 5 year from the date that the taxpayer filed the tax return

for the year to which the tax credits relate.
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516. If the Department is required to refund an amount under section 514(3)
and does not do so by the due date, interest at the rate of 5 per cent per
annum must be paid to the taxpayer from the due date until the date on

which the refundable amount is paid.

517. Interest payable under section 516 is computed on a simple interest

basis.

518. With the written agreement of the taxpayer, an amount referred to in
section 514(3) may be carried forward for the payment of any future tax

liability of the taxpayer under this Act.

519. To avoid doubt, the taxpayer is not entitled to any late refund interest
payable under section 516 in respect of any amount carried forward

under section 518.

520. For the purposes of sections 514 to 519, “refundable tax credit” means

a tax credit allowed under sections 284 or 289.

Refund of overpaid tax
521. A taxpayer who has paid tax in excess of the amount for which the
taxpayer is properly liable for under this Act may apply, in the approved

form, to the Department for a refund of the excess.

522. An application for a refund under section 521 must be filed:
(1) in relation to income tax payable by a taxpayer subject to the
presumptive taxation rules under section 13: within 3 years after

the date on which the income tax was paid; or
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(2) in relation to any other tax: within 5 years after the date the tax

was paid.

523. The Department must serve the taxpayer with notice, in writing, of the

decision on the application for a refund.

524. If the Department is satisfied that a taxpayer that has applied under
section 521 has overpaid tax under this Act, the Department must:

(1) first apply the amount of the refund in payment of any other tax
(other than a withholding amount) owing by the taxpayer under
this Act;

(2) then in payment of tax (other than a withholding amount) owing
by the taxpayer under any other tax law; and

(3) then, subject to section 525, refund the remainder, if any, to the
taxpayer within 30 days of the taxpayer being served with the

notice under section 523.

525. With the written agreement of the taxpayer an amount referred to in
section 524(3) may be carried forward for the payment of any future tax

liability of the taxpayer under this Act.

526. If the Department is required to refund an amount under section 524(3)
and does not do so by the due date, interest at the rate of 5 per cent per
annum must be paid to the taxpayer from the due date until the date on

which the refundable amount is paid.
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527.

Interest payable under section 526 is computed on a simple interest

basis.

Recovery of erroneously paid refunds

528.

529.

530.

When a refund has been erroneously paid to a taxpayer under this Act,
the taxpayer is liable to repay the amount of the erroneous refund by
the date specified in a notice of demand served on the taxpayer by the

Department.

If a refund has been erroneously paid due to an error made by the
taxpayer in claiming the refund, the taxpayer may be liable to pay late
payment interest calculated for the period commencing on the date that
the refund was erroneously paid and ending on the date that the refund

was repaid.

An amount owing under section 528 that is not paid by the due date is

treated as unpaid tax for the purposes of Chapter 16.

Write-off of irrecoverable tax

531.

532.

The Ministry may write off any unpaid tax owing by a taxpayer, or the
executor of the estate of a deceased taxpayer, under this Act if satisfied

that the tax is irrecoverable.

The Ministry must consider the following in determining whether an
amount of unpaid tax is irrecoverable:
(1) the amount of the unpaid tax;

(2) the period that the tax has been unpaid;
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3)

4

©)

(6)

(7

the enforcement action taken by the Department, and the cost of
any further collection and enforcement action that may be taken
by the Department;

the reasons as to why the tax is irrecoverable;

the total tax arrears of the taxpayer or deceased taxpayer if different
from the amount under subsection (1);

the assets of the taxpayer or estate of a deceased taxpayer available
to be liquidated to meet the unpaid tax liability; and

any other relevant matter.

533. Nothing in sections 531 and 532 prevents the recovery, in whole or

in part, of tax written off under section 531 if the tax is subsequently

recoverable.

CHAPTER 18
INFORMATION COLLECTION

Power to enter and search

534. For the purposes of the administration of this Act, the Department:

(D

)

€)

must have, at all times and with or without court order, full and
free access to any premises, place, property, records, or data
storage device;

may make an extract or copy of any records to which access is
obtained under subsection (1);

may seize any records that, in the opinion of the Department,
affords evidence that may be material in determining the tax

liability of any taxpayer;
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(4) may retain any records seized under subsection (3) for as long as
they may be required for determining a taxpayer’s tax liability or
for any proceeding under this Act; and

(5) may, if a hard copy or copy on a data storage media of information
stored on a data storage device is not provided, seize and retain
the data storage device for as long as is necessary to copy the

information required.

535. Where the Department exercises search without court order, the
Department must file a statement in writing with grounds for the search
with a court of competent jurisdiction as soon as reasonably possible,

but in any case not longer than 72 hours.

536. The Department may require a police officer to be present for the

purposes of exercising powers under this section.

537. The owner or lawful occupier of the premises or place to which an
exercise of power under section 534 relates must provide all reasonable
facilities and assistance to the Department, including the following:

(1) answering, to the best of the owner or lawful occupier’s knowledge,
information and belief, questions relating to the investigation to

which the exercise of power relates either orally or in writing;
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(2) providing access to passwords and decryption information

necessary to access and decrypt data to which access is sought;

(3) providing light, power, and reasonable office facilities.

538. A person whose records or data storage device have been seized under
section 534 may examine them and make copies, at the person’s
expense, during normal office hours and on such terms and conditions

as the Department may specify.

539. The Department must sign for all records and data storage devices
removed and retained under this section and:

(1) for records: must return the records to the owner within 15

days after the conclusion of the investigation and any related

proceedings; and

(2) for a data storage device: must return the device to the owner
immediately after the data on the device has been copied in

accordance with section 534(5).

540. Only the Department or an authorized officer is permitted to exercise

powers under this section.
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541.

Sections 534 to 540 have effect despite:

(1) any law relating to privilege or the public interest with respect to
access to premises or places, or the production of any property or
records; or

(2) any contractual duty of confidentiality.

Request for information

542.

543.

The Department may, for the purposes of administering this Act, by
notice in writing, require any person or class of person (including
government agencies) to:

(1) furnish, within the time or times specified in the notice, any
information that may be required by the notice concerning the tax
affairs of that person or any other person;

(2) attend at the time and place designated in the notice to be examined
by the Department, concerning the tax affairs of that person or any
other person; or

(3) produce, within the time or times and at the place specified in the
notice, any records under the control of the person concerning the

tax affairs of that person or any other person.

The Department may require the information or records referred to in
section 542 to be:
(1) givenon oath and, for that purpose, the Department may administer

the oath;
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(2) verified by statutory declaration or otherwise; or

(3) provided on a regular and periodic basis.

544. Sections 542 and 543 have effect despite:
(1) any law relating to privilege or the public interest with respect to
access to premises or places, or the production of any property or
records; or

(2) any contractual duty of confidentiality.

Notification of services contract with non-resident person

545. A person who enters into a Bhutan source services contract with a non-
resident person that does not have a permanent establishment in Bhutan
must notify the Department, in the approved form, within [30] days of
the earlier of:
(1) the signing of the contract; or

(2) the commencement of performance of services under the contract.

546. In section 545, “Bhutan source services contract” means a contract
(other than an employment contract) under which the primary purpose
is the performance of services, whether or not goods are also provided,

which services give rise to Bhutan source income.
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CHAPTER 19
TAX CLEARANCE

Tax clearance certificate
547. Aperson is required to produce a tax clearance certificate to the relevant

authority in the circumstances prescribed in the regulations.

548. Aperson to whom section 547 applies must apply, in the approved form,

to the Department for the issuance of a tax clearance certificate.

549. Subject to section 550, the Department must issue a tax clearance
certificate to an applicant under section 548 when satisfied that:
(1) the applicant is substantially compliant with any obligation to file
tax returns; and
(2) either:

(a) the applicant has no outstanding tax liabilities or the
applicant was not a taxpayer for the previous year or years;
or

(b) if the applicant does have an outstanding tax liability, the
applicant has entered into an arrangement satisfactory to the

Department for the payment of the liability.

550. The Department must issue the applicant with a tax clearance certificate
or a notice refusing to issue tax clearance certificate, as the case may be,

upon the application being filed with the Department.
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CHAPTER 20
RULINGS
Binding public rulings
551. The Department may make a public ruling setting out how this Act is to

be applied.

552. A public ruling must be published in accordance with section 555 and is

binding on the Department until withdrawn.

553. A public ruling is not binding on a taxpayer.

554. A public ruling provides guidance on the application of this Act in the
circumstances specified in the ruling and is not a decision of the Ministry

or Department for the purposes of this Act or any other law.

Application of a public ruling
555. The Department:
(1) must publish a public ruling on the Department’s official website;
and
(2) may, at the Department’s discretion, publish the public ruling in

any daily newspaper in circulation in Bhutan.

556. A public ruling must state that it is a public ruling and have a number

and subject heading by which it can be identified.

557. Subject to section 558, a public ruling applies from the date specified in

the ruling or, if no date is specified, from the date of publication.
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558.

A public ruling does not apply before the date of publication unless it is

for the benefit of taxpayers.

Withdrawal of a public ruling

559.

560.

561.

562.

The Department may withdraw a public ruling in whole or in part.

The Department:

(1) must publish a notice of the withdrawal of a public ruling on the
Department’s official website; and

(2) may, at the Department’s discretion, publish the notice of

withdrawal in any daily newspaper in circulation in Bhutan.

When legislation is passed, or the Department publishes a later public
ruling that is inconsistent with an existing public ruling, the existing

public ruling is treated as withdrawn to the extent of the inconsistency.

The withdrawal of a public ruling, in whole or in part, has effect from:

(1) when section 559 applies and subject to section 563, the date
specified in the notice of withdrawal or, if no date is specified, the
date that the notice of withdrawal of the ruling is published; or

(2) when section 561 applies, the date of application of the later

legislation or public ruling.
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563.

564.

A public ruling cannot be withdrawn under section 559 before the date
of publication of the notice of withdrawal unless the withdrawal of the

ruling is for the benefit of taxpayers.

A public ruling that has been withdrawn, in whole or in part:

(1)  continues to apply to a transaction commenced before the public
ruling was withdrawn; and

(2) does not apply to a transaction commenced after the public ruling

was withdrawn to the extent that the ruling is withdrawn.

Private rulings

565.

566.

567.

A taxpayer may apply to the Department for a private ruling setting
out the Department’s position regarding the application of this Act to a

transaction entered into, or proposed to be entered into, by the taxpayer.

An application under section 565 must be in writing and:

(1) include full details of the transaction to which the application
relates together with all documents relevant to the transaction;

(2) specify precisely the question on which the private ruling is
required; and

(3) give a full statement setting out the opinion of the applicant as to

the application of the Act to the transaction.

Subject to sections 571 to 573, the Department must, within 3 months
of receipt of full and complete information in relation to the application

under section 565 , issue a private ruling on the question to the applicant.
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568.

569.

570.

A private ruling is binding on the Department as against the taxpayer

identified in the private ruling if:

(1) the applicant has made a full and true disclosure of all aspects of
the transaction relevant to the making of a private ruling; and

(2) the transaction has proceeded in all material respects as described

in the application for the private ruling.

A private ruling is not binding on:
(1) ataxpayer; and
(2) the Department as against any taxpayer other than the taxpayer

identified in the private ruling.

The Department may specify reasonable fees to be charged in relation to

an application for a private ruling.

Refusing an application for a private ruling

571.

The Department may refuse an application for a private ruling if any of
the following applies:
(1) the Department has already decided the question that is the subject
of the application in any of the following:
(a) anotice of a taxation assessment served on the applicant;
(b) apublic ruling or other guidance issued by the tax authority
that is in force; or

(c) aprivate ruling published under section 584 that is in force;
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2)

3)
“)

©)

(6)

(7

(8)

)

the application relates to a question that is the subject of a tax

audit in relation to the applicant or an objection lodged by the

applicant;

the application is frivolous or vexatious;

the transaction to which the application relates has not been

carried out and there are reasonable grounds to believe that the

transaction will not be carried out;

the applicant has not provided the Department with sufficient

information to make a private ruling;

in the opinion of the Department, it would be unreasonable to

comply with the application, having regard to the resources

needed to comply with the application and any other matters the

Department considers relevant;

the making of the private ruling involves the application of a tax

avoidance provision or the interpretation of any foreign law;

the matter is being dealt with, or in the opinion of the Department,

the matter should be dealt with, by one or both competent

authorities of the parties to a double taxation agreement; or

the subject of the application involves the tax affairs of:

(a) apolitically exposed person or an associate of a politically
exposed person; or

(b) an entity that is directly or indirectly owned by a politically
exposed person or an associate of a politically exposed

person.
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572. The Department must serve the applicant with a written notice of a

decision to refuse to make a private ruling under section 571.

573. In section 571:

“associate of a politically exposed person” means:

(1) afamily member of a politically exposed person; or

(2) an individual who is either socially or professionally closely
connected to a politically exposed person; and

“politically exposed person” means an individual who is or has been

entrusted with prominent public functions in Bhutan.

Making a private ruling
574. The Department makes a private ruling by serving written notice of the

private ruling on the recipient of the ruling.

575. The Department may make a private ruling on the basis of assumptions

about a future event or other matters as considered appropriate.

576. A private ruling must:
(1) state that it is a private ruling;

(2) set out the question ruled on; and
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(3) identify the following:
(a) the taxpayer to whom the private ruling applies;
(b) the provisions in this Act relevant to the private ruling;
(c) the tax period to which the private ruling applies;
(d) the transaction to which the private ruling relates; and

(e) any assumptions on which the private ruling is based.

577. Aprivate ruling is made when the applicant is served with written notice

of the private ruling and remains in force until withdrawn under section

580 or 581.

578. A private ruling sets out the Department’s opinion on the question raised
in the ruling application and is not a decision of the Department that
can be formally reviewed, appealed or otherwise objected to, for the

purposes of this Act or any other law.

579. For the avoidance of doubt, section 578 does not limit in any way a
taxpayer’s rights with respect to any taxation assessment served on the

taxpayer to which the private ruling relates.

Withdrawal of a private ruling
580. The Department may, for reasonable cause, withdraw a private ruling, in

whole or in part, by written notice served on the applicant.
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581. When legislation is passed that is inconsistent with an existing private
ruling, the private ruling is treated as withdrawn to the extent of the

inconsistency.

582. The withdrawal of a private ruling, in whole or in part, has effect from:

(1)  when section 580 applies: the date specified in the notice of
withdrawal; or

(2) when section 581 applies: the date of application of the later

legislation.

583. A private ruling that has been withdrawn:
(1) continues to apply to a transaction of the applicant commenced
before the private ruling was withdrawn; and
(2) does not apply to a transaction of the applicant commenced
after the private ruling was withdrawn to the extent the ruling is

withdrawn.

Publication of private rulings

584. The Department must publish a private ruling made under section 577
on the Department’s official website except that the identity of the
applicant to whom the ruling relates and any identifying information

relating to the applicant must not be indicated in the publication.
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585. When a private ruling has been withdrawn in accordance with section
580 or 581, the Department must immediately publish a notice of
withdrawal on the Department’s official website stating that the ruling
ceases to be binding with effect from the date determined under section

582.

Other advice provided by the Department
586. No guidelines, publication, or other advice (oral or in writing) provided
by the Department is binding on the Department unless it is a public

ruling or a private ruling.

587. A taxpayer who relies on guidelines, a publication, or other advice
provided by the Department is not subject to penalty or late payment
interest, if and to the extent that the guidelines, publication, or other

advice is subsequently found to be inaccurate.

CHAPTER 21
COMMUNICATIONS, FORMS, AND NOTICES

Official languages and authoritative texts

588. Both Dzongkha and English are the official language of this Act.

589. The Dzongkha text of this Act shall be the authoritative text. However,
in the event of any difference in the technical interpretation between
the Dzongkha and English texts, the English text shall be regarded as

equally authoritative to reconcile the difference in interpretation.
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590.

The Department may refuse to recognize any communication or

document that is not in the official language.

Forms and notices, authentication of documents

591.

592.

The Department must make forms and other documents required for the

purposes of this Act available electronically.

A notice or other document issued or served by the Department
under this Act is authenticated by the inclusion of the signature of an
authorized officer of the Department, including in electronic format,
and a Departmental stamp is not required to authenticate the notice or

document.

Filing documents in the approved form

593.

594.

A document is filed by a taxpayer in the approved form when the

document:

(1) uses the form made available by the Department under section
591;

(2) contains all the information (including any attached documents)
as required by the form; and

(3) issigned as required by the form.

Subject to section 595, the Department must immediately notify a
taxpayer, in writing, when a document filed by the taxpayer does not

satisfy section 593.
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595.

The Department may decide to accept a document that is not filed in the
approved form if the document has been filed in a form that contains
substantially the information required by the form made available by the

Department under section 591.

Filing documents

596.

597.

598.

599.

If a person has failed to file a document as required under this Act, the
Department may, by notice in writing, require the person to file the
document within:

(1) 30 days of the date of service of the notice; or

(2)  such later date as the Department may specify in the notice.

Subject to section 598, a person may apply, in writing, to the Department
before two weeks from the filing due date, for an extension of time to

file a document required under this Act.

Section 597 applies only in relation to a document for which there is no
specific provision for an application for an extension of time under this

Act.

The Department may, upon satisfaction that there is reasonable cause,
grant an application under section 597 and must serve notice of the

decision on the applicant.
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Service of notices

600. Subject to this Act, a notice or other document required to be served on

601.

602.

a person for the purposes of this Act is treated as properly served on the

person if it is:

(1)

2)

)

(4)

)

personally served on the person;

left at the person’s last known place of business or address as
stated in any communication by the person with the Department;
sent by post to the person’s last known place of business or address
as stated in any communication by the person with the Department;
or

transmitted electronically to the person in accordance with section
605 to the last known electronic contact information as stated in
any communication by the person with the Department.
published on the Department’s official website, broadcasted
nationally on television, or published in the nationally circulated

newspaper.

The validity of the service of a notice or other document under this Act

cannot be challenged after the notice has been wholly or partly complied

with.

In section 600, “person” includes the person’s representative and

registered tax agent.
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Application of electronic tax system

603. Despite the other provisions of this Act and for the purposes of this Act,

the Department may authorize the following to be done electronically

through a computer system or mobile electronic device:

(1
)
3)
4
)
(6)

the filing of an application for a TPN or registration;

the filing of a tax return or other document;

the payment of tax;

the payment of a refund of tax;

the service of any document by the Department;

the doing of any other act or thing that is required or permitted to

be done under this Act.

604. Subject to section 606, the Department may direct that a person or a

group of persons do anything referred to in section 603 electronically

through the use of a computer system or mobile electronic device.

605. Subject to section 606, the Department may do anything referred to

in section 603 electronically through the use of a computer system or

mobile electronic device.

606. Sections 604 and 605 do not apply to a taxpayer if the Department is

satisfied that the taxpayer does not have the capacity to receive or make

communications or payments electronically.
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607.

608.

For the avoidance of doubt, an electronic communication made by, or to,
the Department pursuant to sections 604 and 605 is treated as a notice in

writing.

A taxpayer who files a tax return and pays tax electronically under this
section must continue to file tax returns and pay tax in that manner unless
otherwise authorized by the Department to use some other method of

filing or payment.

Defect does not affect validity

609. The validity of a taxation decision, a reviewable decision, a notice

of a taxation decision or reviewable decision, or any other document
purporting to be made, or executed under this Act by the Department
cannot be:

(1) quashed or deemed to be void or voidable for want of form; or

(2) affected by reason of any mistake, defect, or omission therein,

if it is, in substance and effect, in conformity with this Act, and the
person assessed, or intended to be assessed or affected by the decision

or document, is designated in it according to common understanding.

Income Tax Act of Bhutan 2025 174



Gow. {qm'u'%'agl:'%aﬁq'@ RF3@8 ox NHR oy n'ﬁ:'qamﬁ' AN ERAT
Dar WRE AN ERNY ?{]ﬂﬁﬂ]"ﬁq'm& qg'ﬁﬁﬂnﬁ&'q% Qq'ﬁq@]’ng'
owg,ﬂ.g. q%'qgﬂ'qqﬁﬁ'&’ﬁl

vor ExsgaRRETYy FURqREqas <cfmudedE  agraeldss
gm’qvjn'ﬁﬁ&' gm'nﬁz:rs“ﬁw ANRRNTN [ EN D E :@q% W
5 mARTiRENNAATAE TR ARG AAREAE qasmady
gady mUINTHFRS gudmasg sRNasRTEnaas agaa
AR <5
B FAIN gAY
Gop rgm@'?ﬁwauﬁ:' nax'awanﬁ'q@:ma'?ﬁk\raq' rgm@'?ﬁwaq' W=
TYRATRRYNGINRYN I A RF WG WK WNERNDN ISP
AR IFRH wxy AqAFRINATNY PR A A FNaT TS
qa %N'&ﬁ'@é’%’&ﬁnaqqm'f;‘nmw:]
(1) agﬁq-a'ﬁ@«@ng %N‘a\ﬁ':lgr;n' W= %N'alﬁ' WRE FA
&Iﬁ'q@"ﬁ?ﬁwg' q%’ﬁEﬂ'ﬂﬂﬁ'q‘ W=
() AFRy AEwRREy wsy HENGRAYNGED (ERFIRT
quRs seaRaalRsalng TREETRaINRaRNy 53
Arans® wxg A3RTangd sRTNTsRARRA Wy Hx
&y wsy Razanspy TFRREIRE AXay qjgsy §x
ng:’n“]'?ﬁ“gqm'ﬁ:q@mﬁ' Em'agq'aqqﬁ'iu’ﬁw&q‘

QI A RAR BRI T D ISR 35 VeSS
JUARIVEINEUTRIAEAN 2024 S§H|



Rectification of mistakes

610. Section 611 applies where a notice of a taxation assessment or other
document served by the Department under this Act contains a mistake
that:
(1) is apparent from the record; and
(2) does not involve a dispute as to the interpretation of the law or

facts of the case.

611. Where this section applies, the Department may, for the purposes of
rectifying the mistake, amend the taxation assessment or other document
any time before the expiry of:

(1) for a taxpayer subject to the Presumptive taxation rules under
section 13: 3 years from the date of service of the notice of the
taxation assessment or document; or

(2) for any other case: 5 years from the date of service of the notice of

the taxation assessment or document.

CHAPTER 22
ADMINISTRATION
Administration of this Act
Taxation officers
612. A taxation officer must not exercise a power, or perform a duty or
function, under this Act that:
(1) relates to a person in respect of which the taxation officer has or
had a personal, family, business, professional, employment, or

financial relationship; or
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(2) otherwise involves a conflict of interest.

613. A taxation officer must not:
(1) prepare a tax return on behalf of a taxpayer or provide tax advice
to a taxpayer;
(2) act as a tax accountant or consultant; or
(3) accept employment from any person preparing tax returns or

giving tax advice.

614. A taxation officer may not be personally liable in civil or criminal
proceedings in connection with any act done by the taxation officer in

good faith in the discharge of those functions.

Delegation
615. The Department may, by written instrument, delegate any duty, power,
or function conferred on the Department under this Act to a taxation

officer, other than this power of delegation.

616. The Department may, at any time, revoke an instrument of delegation

made under this section.

617. A delegation made under section 615 does not prevent the Department

from performing or exercising a delegated duty, power, or function.
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Confidentiality of tax information

618.

619.

620.

621.

A taxation officer must keep confidential all documents and information
that are, or have been, in the officer’s possession or knowledge in

connection with the performance of duties under this Act.

Nothing in section 618 prevents a taxation officer disclosing a document

or information to the following persons:

(1) another taxation officer for the purposes of carrying out official
duties;

(2) aCustoms officer for the purposes of carrying out any duty, power,
or function under the Customs legislation;

(3) aCourt in relation to proceedings under this Act;

(4) any person in the service of the Government when such disclosure
1s necessary for the performance of the person’s official duties;

(5) any other person with the written consent of the person to whom

the document or information relates.

A taxation officer is permitted to disclose a document or information
under section 619 only to the minimum extent necessary to achieve the

object for which the disclosure is permitted.

Section 618 applies to a person receiving a document or information

under section 619 as if the person were a taxation officer.
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622. In sections 618 to 621:

“taxation officer” includes:

(1
)
3)

(4)

the Minister or a former Minister;

a person employed or engaged by the Department in any capacity;
a former taxation officer, employee, or contractor of the Department;
or

a police officer or a former police officer when performing duties

under this Act.

Tax agents

Application for tax agent registration

623. In sections 624 to 644

“company” means a body corporate; and

“tax agent services” means the following:

(1)
(2)

€)
(4)

()

the preparation of tax returns on behalf of taxpayers;

the preparation of notices of objection on behalf of taxpayers in
relation to this Act;

the provision of advice to taxpayers on the application of this Act;
representing taxpayers in their dealings with the Department in
relation to this Act;

the transaction of any other tax-related business on behalf of

taxpayers with the Department in relation to this Act.
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624. An individual, partnership, or company wanting to provide tax agent
services may apply to the Department for registration as a tax agent.
625. An application under section 624 must be in the approved form.
Registration
626. If an applicant under section 624 is a natural person, the Department
must register the applicant if satisfied that the applicant is a fit and
proper person to provide tax agent services and is of good character.
627. If an applicant under section 624 is a partnership, the Department must
register the applicant if satisfied that:
(1) a partner in, or employee of, the partnership is a fit and proper
person to provide tax agent services; and
(2) every partner in the partnership is of good character.
628. If an applicant under section 624 is a company, the Department must

register the applicant if satisfied that:

(1) an employee of the company is a fit and proper person to provide
tax agent services; and

(2) every director, manager, and other executive officer of the company

is of good character.
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629.

630.

631.

632.

633.

It is a condition of registration under sections 626 to 628 that a registered
tax agent must have an office in Bhutan unless the Department permits
the registered tax agent, by notice in writing, to provide tax agent

services in Bhutan through an office located outside Bhutan.

Regulations may provide guidelines for determining when a person is a
fit and proper person to provide tax agent services and when a person is

of good character.

The initial registration of a person as a registered tax agent is valid for
the period commencing on the date of registration and ending on the

next following December 31 and can be renewed under section 636.

The Department must serve an applicant under section 624 with notice,
in writing, of the decision on the application within 15 days of making

the decision.

The Department may impose such conditions as it considers fit in
registering a tax agent, including limiting the types of tax agent services

that may be provided by the tax agent.

Renewal of tax agent registration

634.

A registered tax agent may apply to the Department for the renewal of

the tax agent’s registration.
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635.

636.

637.

638.

An application under section 634 must be:
(1) in the approved form; and
(2) lodged with the Department by 1st October each year or such later

date as the Department may allow.

The Department must renew the registration of a registered tax agent

who has applied under section 634 if the registered tax agent:

(1) continues to satisfy the conditions for registration in section 626,
627, or 628 (as the case may be) and section 629; and

(2) has complied with all prescribed reporting requirements.

The Department must serve an applicant under section 634 with notice,
in writing, of the decision on the application within 15 days of making

the decision.

The renewal of a registered tax agent’s registration is valid until the next
following December 31 and can be renewed in accordance with sections

634 to 637.

Cancellation of tax agent registration

639.

A registered tax agent must notify the Department, in writing, within 7
days of ceasing to satisfy the conditions for registration in section 626,

627, or 628 (as the case may be) or section 629.
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640. A registered tax agent may apply to the Department, in writing, for

641.

642.

cancellation of the agent’s license when the agent no longer wishes to

be a registered tax agent.

The Department must cancel the registration of a registered tax agent if:

(1)

)

€)

)

©)

a tax return prepared and lodged by the registered tax agent is
false in any material particular, unless the registered tax agent
establishes to the satisfaction of the Department that this was not
due to any deliberate or negligent conduct of the registered tax
agent;

the registered tax agent ceases to satisfy the conditions for
registration in section 626, 627, or 628 (as the case may be) or
section 629;

the registration has expired and the agent has not filed an
application for renewal of the registration under section 634;

the registered tax agent has ceased to carry on business as a tax
agent including, in the case of a company or partnership, when the
company or partnership ceases to exist; or

the registered tax agent has applied for cancellation of registration

under section 640.

The Department must serve notice, in writing, of a decision to cancel

the registration of a registered tax agent within 15 days of making the

decision.
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643.

644.

Subject to section 644, the cancellation of the registration of a registered

tax agent takes effect on the earlier of:

(1) the date the registered tax agent ceases to carry on business as a
tax agent; or

(2) 60 days after the date that the registered tax agent has been served

with notice of the cancellation.

If a registered tax agent served with notice of the cancellation of the
tax agent’s registration applies to a court for review of the decision,
the cancellation takes effect in accordance with section 643 only if

confirmed by the Ministry.

CHAPTER 23
ADMINISTRATIVE PENALTIES AND TAX OFFENCES

General provisions relating to administrative penalties and tax offences

645.

646.

647.

A person cannot be subject to both the imposition of a penalty and

prosecution of an offence for the same act or omission.

When a person has committed an act or omission for which the person
may be liable to both the imposition of penalty and the prosecution of an
offence, the Department may decide whether to serve the person with a
notice of assessment of the penalty or whether the person is prosecuted

for an offence.

When a penalty has been paid by a person in respect of an act or omission
and subsequently the person is prosecuted for an offence in respect of

the same act or omission:
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(1) if the person is convicted of the offence: the Department must
apply the penalty in accordance with section 648; or

(2) ifthe person is not convicted of the offence: the Department must
refund the penalty to the person in accordance with sections 521

to 525.

648. If section 647(1) applies, the Department must refund the balance of
the penalty to the person in accordance with sections 521 to 525, if the
amount of the penalty paid by the person exceeds the amount of the fine

imposed by the Court.

649. If the amount of the penalty is less than the fine imposed by the Court,
the convicted person must pay the balance of the fine owing to the

Department.

Administrative penalties
General provisions
650. A person cannot be subject to more than one penalty in respect of
the same act or omission, except where the penalty involved is a tax

avoidance penalty under section 680.

651. Liability for a penalty is calculated separately with respect to each

section in this Chapter.
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652.

653.

654.

655.

656.

657.

A person is liable for a penalty only when the Department:

(1) makes an assessment of the amount of penalty payable by the
person under this Chapter; and

(2) serves notice of the assessment on the person setting out the

amount of penalty payable and the due date for payment.

A person liable to pay penalty under this Chapter may apply, in writing,

to the Department for remission of the penalty payable.

The Department may, upon application under section 653 or the
Department’s own motion, remit, in whole or in part, any penalty

payable by a person.

The Ministry may, by order, amend the prescribed amount of any

administrative penalty under this Act.

No order under section 655 shall have effect unless:
(1)  the prior approval of the Lhengye Zhungthog has been obtained;
and

(2)  the order is published on the official website of the Ministry.

Every order made under section 656 shall come into force on the date of

its publication or such later date as may be specified therein.
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Penalties relating to TPNs

658.

659.

660.

A person who deliberately applies for cancellation of a TPN when
still liable for tax or have outstanding tax liability, without disclosing
such liability in the application or have made an arrangement for its
settlement, shall be liable to a penalty not exceeding 200 days multiplied

by national minimum wage.

A person who deliberately and fraudulently uses a false TPN on a tax
return or other document prescribed or used for the purposes of this Act

is liable to a penalty not exceeding 200 days of national minimum wage.

A person who uses the TPN of another person is treated as having used

a false TPN, except when section 309 applies.

Penalty for failing to maintain records

661.

662.

Subject to this section, a taxpayer who, without reasonable cause, fails
to maintain or retain records as required under this Act is liable for a
penalty not exceeding 75 per cent of the amount of tax payable by the

taxpayer under this Act for the tax period to which the failure relates.

If no tax is payable by the taxpayer for the tax period to which the

failure referred to in section 661 relates, the penalty is:

(1) for a company: 300 days multiplied by national minimum wage;
or

(2) for any other person: 100 days multiplied by national minimum

wage.
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663.

Where the amount of penalty payable under section 661 is less than
the penalty specified under section 662, the penalty payable shall be as

specified under section 662.

Late filing penalty

664.

665.

666.

A person who fails to file a tax return or other document by the due date,
or within such further time as the Department may allow under section
338 or 599, is liable for a late filing penalty equal to:

(1) for a company: Nu. 300 per day; or

(2) for any other person: Nu. 100 per day.

For the purposes of sections 664, a failure to comply with a notice served
under section 600 is not subject to a penalty separate from the late filing
penalty applicable to the failure to file the tax return or other document

to which the notice under section 600 relates.

A person who fails to comply with a notice served on the person under
section 600 is liable for a fine not exceeding 400 days multiplied by

national minimum wage.

Tax shortfall penalty

667.

(M

Section 668 applies to a person:

who makes a statement to a taxation officer that is false or misleading in
a material particular or omits from a statement made to a taxation officer
any matter or thing without which the statement is false or misleading in

a material particular; and
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668.

669.

670.

(2) the tax liability of the person, or any other person, calculated
on the basis of the statement is less than it would have been had
the statement not been false or misleading (the difference being

referred to in sections 668 to 674 as the “tax shortfall”).

Subject to sections 669 and 670, a person to whom this section applies is
liable for a tax shortfall penalty not exceeding 75 per cent of the amount

of tax shortfall.

The amount of a tax shortfall penalty imposed under section 668 on a

person is increased by:

(1)  when this is the second application of this section to the person: 10
percentage points; or

(2)  when this is the third or a subsequent application of this section to

the person: 25 percentage points.

The amount of a tax shortfall penalty imposed under section 668 on a
person is reduced by 10 percentage points when the person voluntarily
discloses to the Department the statement or omission to which the
section applies prior to the earlier of:

(1) discovery by the Department of the tax shortfall; or

(2) the commencement of a tax audit of the tax affairs of the person to

whom the statement relates.
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671. No tax shortfall penalty is payable under section 668 when:

(1) the person who made the statement did not know and could not
reasonably be expected to know that the statement was false or
misleading in a material particular;

(2) subjecttosection 672, the tax shortfall arose as aresult of a taxpayer
taking a reasonably arguable position on the application of this Act
to the taxpayer’s circumstances in filing a self-assessment return;
or

(3) the failure was due to a clerical or similar error, other than a

repeated clerical or similar error.

672. A position taken by a taxpayer in making a self-assessment that is
contrary to a public ruling in force under section 557 is not regarded as
a reasonably arguable position for the purposes of section 671(2) unless

the ruling is held to be incorrect.

673. Nothing in section 671 prevents the imposition of late payment interest
in respect of a tax shortfall when the tax is not paid by the due date for

payment.

674. For the purposes of sections 667 to 673, a statement made to a taxation
officer includes a statement made, in writing or orally, in any of the
following circumstances:

(1) 1in an application, certificate, declaration, notification, tax return,

notice of objection, or other document filed under this Act;
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(2) in information provided under this Act;

(3) in a document provided to a taxation officer otherwise than
pursuant to this Act;

(4) in an answer to a question asked of a person by a taxation officer;

(5) ina statement to another person with the knowledge or reasonable
expectation that the statement would be passed on to a taxation

officer.

False or misleading statement penalty

675.

676.

677.

678.

679.

Section 676 applies to a person who makes a statement to a taxation
officer that is false or misleading as specified in section 667(1) but

which does not result in a tax shortfall.

Subject to section 677, a person to whom this section applies is liable
for a false or misleading statement penalty not exceeding 300 days of

national minimum wage.

For the purpose of section 668, if the penalty is less than that under

section 676, then the penalty specified in section 676 shall apply.

No false or misleading statement penalty applies in the circumstances

specified in section 671.

Section 674 applies in determining whether a person has made a

statement to a taxation officer.
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Tax avoidance penalty
680. If the Department has applied a tax avoidance provision in assessing a
taxpayer, the taxpayer is liable for a tax avoidance penalty equal to 75

per cent of the tax avoided.

Penalties relating to investigation powers
681. A person without reasonable cause:
(1) fails to provide facilities and assistance as required by section
537 is liable to a fine not exceeding 400 days multiplied national
minimum wage;
(2) fails to comply with a notice under section 542 is liable to a fine
not exceeding 400 days multiplied national minimum wage; or
(3) fails to provide a notice under section 545 is liable for a penalty

not exceeding 400 days multiplied national minimum wage.

Penalties relating to tax agents
682. A registered tax agent who fails to notify the Department as required
under section 639 shall be liable for a fine not exceeding 400 days

multiplied national minimum wage.

683. A registered tax agent who deliberately or recklessly fails to perform
the tax payer service under section 623 shall be liable for a fine not

exceeding 400 days multiplied national minimum wage.
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Miscellaneous penalties
684. An appointed person who fails to comply with sections 466 to 472 is
liable for a penalty not exceeding 200 days multiplied national minimum

wage.

Tax offences
Failure to file tax return or other documents
685. A taxpayer who, without reasonable cause, fails to file a tax return
or other document by the due date, or within such further time as the

Department may allow under section 338, commits an offence.

686. If a taxpayer who is convicted of an offence under section 685 has not
filed the tax return or other document by the time of the conviction, the
Court must order the taxpayer to file the tax return or other document by
the date specified in the order being a date that is not more than 30 days

from the date of the conviction.

687. A taxpayer who fails to comply with an order under section 686 commits

an offence.

Offences relating to recovery of unpaid tax

688. A person commits an offence when the person, without reasonable
cause:
(1) subject to section 689, fails to comply with a notice served on the

person under section 456;
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689.

2)

3)

4

)

(6)

enters premises that are the subject of a closure notice issued under
section 475 without permission of the Department;

rescues or attempts to rescue property subject to distress
proceedings under section 488;

before, at, or after the execution of any distress proceedings under
section 488, staves, breaks, or destroys the property subject to the
proceedings or destroys documents relating to such property to
prevent:

(a) the securing of the property;

(b) the discovery of proof of an offence;

departs or attempts to depart Bhutan in contravention of a departure
prohibition notice issued under section 498; or

fails to comply with an asset preservation order served on the

person under section 507.

A person who notifies the Department in writing under section 461 is

in compliance with a notice served on the person under section 456

until the Department serves the person with a notice under section 462

cancelling or amending the notice served under section 456 or rejecting

the person’s notice under section 461.
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Fraudulent records, statements, and documents

690. A person commits an offence if the person recklessly or without

691.

reasonable excuse:
(1) maintains fraudulent records;
(2) makes a statement referred to in section 667(1); or

(3) files a fraudulent document with the Department.

Section 674 applies in determining whether a person has made a

statement referred to in section 667(1).

Tax evasion

692. A person commits an offence if the person wilfully with intent to evade

tax:
(1) maintains fraudulent records;
(2) makes a statement referred to in section 667(1); or

(3) files a fraudulent document with the Department.

693. Section 674 applies in determining whether a person has made a
statement referred to in section 667(1).

Obstruction

694. Aperson who deliberately obstructs a taxation officer in the performance
of duties under this Act commits an offence.

695. Insection 694, “taxation officer” includes a person employed or engaged

by the Department in any capacity.
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Offences relating to taxation officers and staff of the Department

696. A taxation officer commits an offence if the officer:

(1)

)

)

4

)

directly or indirectly asks for, or takes in connection with any of
the officer’s duties, any payment or reward, whether financial or
otherwise, or promise or security for any such payment or reward,
not being a payment or reward that the officer was lawfully entitled
to receive;

enters into or acquiesces in any arrangement under which the State
is or may be defrauded of revenue, or that is contrary to a provision
of this Act, or to the proper execution of the officer’s duties;

acts or omits to act so as to give an undue advantage or favor to the
officer personally or another person;

fails to prevent or report to the Department or any other relevant
authority, the commission of an offence under this Act; or

contravenes sections 612, 613, or 618.

697. A person commits an offence when the person:

(1)

directly or indirectly offers or gives to a taxation officer any
payment or reward, whether financial or otherwise, or any promise
or security for any payment or reward, not being a payment or

reward that the officer was lawfully entitled to receive;
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(2) proposes or enters into any arrangement with a taxation officer
under which the State is or may be defrauded of revenue, or that
is contrary to a provision of this Act, or to the proper execution of
the officer’s duties;

(3) 1impersonates a taxation officer; or

(4) contravenes section 621.

698. A person commits an offence when the person threatens, intimidates, or

harasses a taxation officer in the performance of duties under this Act.

699. The prosecution of a taxation officer for an offence under this section
does not preclude any disciplinary action being taken against the
officer by the disciplinary committee under the Bhutan Civil Service

Regulation.

700. In sections 696 to 699:
“taxation officer” includes:
(1) aperson employed or engaged by the Department in any capacity;
or
(2) aformertaxationofficer,employee, or contractor ofthe Department;
and
“payment or reward” includes a payment or reward for the benefit of the

taxation officer or another person.

Aiding and abetting a tax offence
701. A person who aids, abets, assists, incites, or induces another person to

commit an offence (referred to in this section as the “principal offence”)
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under this Act commits an offence and is liable upon conviction to the

same sanction as the person convicted of the principal offence.

Offences by companies
702. When a company, being a body corporate, has committed an offence
under this Act, the offence is treated as having been committed by any
individual who, at the time the offence was committed, was:
(1) the chief executive officer, or a director, principal officer, general
manager, secretary, or other similar officer of the company; or
(2) acting or purporting to act in the capacity of a person listed under

subsection (1).

703. Section 702 does not apply to a person when:
(1) the offence was committed without that person’s consent or
knowledge; and
(2) having regard to the nature of the person’s functions and all the
circumstances, the person has exercised reasonable diligence to

prevent the commission of the offence.

Sanctions for offences
704. The sanctions for offences committed under this Chapter are set out in

Schedule 7.

705. Any person convicted of an offence, and such conviction is a second or
subsequent conviction under Section 704, shall on the next conviction

be liable to an enhanced sanction under the Penal Code of Bhutan.
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CHAPTER 24

DEFINITIONS AND INTERPRETATION AND MISCELLANEOUS

General definitions

706. In this Act, unless the context otherwise requires:

(1)

)

G)

4

)

“advance assessment” means an assessment made under section

351.

“amended assessment” means an assessment as amended under

section 358.

“approved form” means, in respect of a tax return, application,

notice, statement, or other document to be filed with the

Department, the form specified and published on the Department’s

website for the particular tax return, application, notice, statement,

or other document.

“arrangement” means:

(a) an action, agreement, course of conduct, dealing, promise,
transaction, understanding or undertaking, whether express
or implied, whether or not enforceable by legal proceedings
and whether unilateral or involved more than one person; or

(b) apart of an item described in paragraph (a).

“arm’s length transaction” means a transaction between

independent persons who are dealing at arm’s length with each

other.
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(6) “assessment” means all proceedings starting with the filing of
return or issue of notice and ending with determination of tax
liability.

(7) ““asset™:

(a) includes a tangible or intangible asset, currency, goodwill,
know-how, property, a right to income or future income, a
benefit that lasts longer than 12 months, and a part of an
asset;

(b) includes a past, present or prospective asset; but

(c) excludes a business or employment.
(8) “associate” has the meaning given in sections 707 to 711.

(9) “authorized officer”, in relation to the exercise of a particular power
under this Act, means a taxation officer specifically authorized, in

writing, by the Department to exercise the power.

(10) ‘““autonomous agency” means an independent governmental entity
established by statute or legal framework, operating with a degree

of self-governance separate from direct governmental control.
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(11) “Bhutan permanent establishment” means a fixed place in Bhutan
through which a non-resident person carries on business or that is
at the disposal of the person for that purpose, and includes:

(a) aplace in Bhutan where a person has, is using or is installing

substantial equipment or substantial machinery;

(b) aplacein Bhutan where a person is engaged in a construction,
assembly or installation project for 90 days or more,
including a place where a person is conducting supervisory

activities in relation to such a project;

(c) the provision of services in Bhutan, but only if activities of
that nature continue (for the same or a connected project)
for a period of 183 days or more in any 12-month period;

and

(d) aplace in Bhutan where an agent performs any function on
behalf of the business of a non-resident person, including, in
the case of an insurance business, the collection of premiums
or the insurance of risks situated in Bhutan, but excluding a
case involving a general agent of independent status acting

in the ordinary course of business as such.

(12) “Bhutan source income” means income that is sourced in Bhutan

under sections 241 or 243.
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(13) “blended loan” means a loan:
(a) under which payments by the borrower represent in part a
payment of interest and in part a repayment of capital;
(b) where the interest part is calculated on capital outstanding at
the time of each payment; and
(c) where the rate of interest is uniform over the term of the

loan.

(14) “body of persons” means any body politic, corporate or collegiate,
any corporation sole and any fraternity, fellowship or society of
persons whether corporate or unincorporate but does not include a
company or a partnership.

(15) “business”:

(a) includesatrade, profession, vocation or isolated arrangement
with a business character, and a past, present, or prospective
business, regardless of whether the person who conducts
or conducted the activity has or had the requisite license
or other regulatory approval to carry out such activity and
regardless of the legality of the activity or arrangement; but

(b) excludes an employment.

(16) “company” means:

(a) any company incorporated or registered under any law in

force in Bhutan or elsewhere; or
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(b) apartnership in which at least 5 of the partners have limited
liability for the debts of the partnership.

(17) “control”, in relation to a company, means the power to secure that
the affairs of the company are conducted in accordance with one’s
wishes, including:

(a) by means of the holding of shares or the possession of
voting power in, or in relation to, that company or any other
company;

(b) Dby virtue of any powers conferred by the constitution,
articles of association or other document regulating that

company or any other company.

(18) “day” means a calendar day.

(19) “debt claim” means a right to receive a payment under a debt
obligation.

(20) “debt obligation” means an obligation to make a payment to
another person that is denominated in money, including accounts
payable and the obligations arising under deposits, debentures,
stocks, treasury bills, promissory notes, bills of exchange and
bonds.

(21) “default assessment” means an assessment made under section
346.

(22) “Department” means the relevant authority including regional and

branch offices under the Ministry of Finance.
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(23) “depreciable asset”:

(a) means an asset to the extent to which it is employed in the
production of income from a business and which is likely
to lose value because of wear and tear, obsolescence or the
passing of time; but

(b) excludes:

(i) goodwill;

(1) an antique;

(ii1) a work of art;

(iv) an interest in land;

(v) abiological asset;

(vi) a membership interest in an entity;

(vii) trading stock;

(viii) an asset to the extent that it is acquired using an amount
referred to in section 28(3); and

(ix) an asset in respect of which an amount referred to in
section 28(3) is specifically designated or earmarked
by the grantor or payor of the amount for the purpose

of acquiring such asset.

(24) “derived”, with respect to income or an amount, includes accrued.
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(25) “digital services” includes:

(a)

(b)

(©)

(d)

(e)

®

(2

(h)
(1)

platform services, including but not limited to digital
marketplaces, app stores, cloud computing and storage
services;

digital content and media services, including but not limited
to streaming services, gaming services, and educational
content;

digital infrastructure services, including but not limited to
web hosting, application programming interfaces, and data
Services;

automated services;

supplies of digital assets, including but not limited to virtual
assets and cryptocurrencies;

digital advertising;

subscription services;

licensing of digital content; and

other online services.

(26) “dividend”:

(a)

means a payment derived by a member from a company,
whether received as a division of profits, in the course of a
liquidation or reconstruction, in a capital reduction or share

buy-back or otherwise;
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(b) includes a capitalization of profits:
(i)  whether by way of a bonus share issue, increase in the
amount paid-up on shares or otherwise; and
(1)  whether an amount is distributed or not; and
(c) excludes a payment to the extent to which it is:
(1)  matched by a payment made by the member to the
company;
(i)  debited to a capital, share premium or similar account;
or
(i11)) otherwise constitutes a final withholding payment or
is included in calculating the income of the member.

(27) “domestic expenditure” has the meaning given in sections 712 and
713.

(28) “double taxation agreement” means an international agreement
relating to the avoidance of double taxation and the prevention of
fiscal evasion.

(29) “employee” means an individual engaged in employment.

(30) “employer” means the person who engages or remunerates an
employee in employment and includes a person who is deemed
to be the employer of a person under any other laws of Bhutan or

rules and regulations promulgated thereunder.
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(31) “employment”:
(a) means:

(1)  a position of an individual in the employ of another
person;

(1) a position of an individual as manager of an entity
other than as partner of a partnership;

(iii) a position of an individual entitling the individual to
a fixed or ascertainable remuneration in respect of
services performed;

(iv) a public office held by an individual;

(v) aposition as a corporation or company director; and

(b) includes a past, present, or prospective employment.

(32) “entity” means a company, a partnership, a trust, or a body of
persons, but excludes an individual.
(33) “excluded expenditure” has the meaning given in section 715.
(34) “expenditure” or “expense” means a payment made that reduces
the assets of the person making the payment.
(35) “finance lease” means a lease where:
(a) the lease agreement provides for transfer of ownership
following the end of the lease term or the lessee has an
option to acquire the asset after expiry of the lease term for

a fixed or presupposed price;
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(b)

(d)

(e)

the lease term exceeds 75 per cent of the useful life of the

asset;

the estimated market value of the asset after expiry of the
lease term is less than 20 per cent of its market value at the

start of the lease;

in the case of a lease that commences before the last 25 per
cent of the useful life of the asset, the present value of the
minimum lease payments equals or exceeds 90 per cent of

the market value of the asset at the start of the lease term; or

the asset is custom-made for the lessee and after expiry of
the lease term the asset will not be of practical use to any

person other than the lessee, and

and for this purpose, a lease term includes an additional period for

which the lessee has an option to renew a lease.

(36) “financial institution” means:

(2)

(b)

a bank or non-banking financial institution regulated under

Royal Monetary Authority; and

any other category of person prescribed by regulations.
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(37) “foreign permanent establishment” means a fixed place of business
of a resident person situated in a foreign jurisdiction where the
business is conducted continuously for at least 6 months, but
excludes any place at which only activities of a preparatory or
auxiliary nature are conducted.

(38) “gain” from the realization of an asset or a liability has the meaning
given in section 124.

(39) “Government” means the Royal Government of Bhutan, including
autonomous agencies, but excludes state-owned enterprises.

(40) “Income Year” means:

(a) the calendar year starting on the 1st of January and ending
on the 31st of December; or

(b)  such 12-month period as may be approved by the Department.

(41) “instalment sale” excludes a sale that provides for commercial
periodic interest payable on sales proceeds outstanding.

(42) “intangible asset” includes goodwill, knowhow, patent, copyright,
artistic or trademarks, right to lease, tenancy, contracts, a customer
list, distribution channel, or unique name, symbol or picture, or
other marketing intangible, prepayments and assets of similar

nature.
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(43) “interest” means amount payable or receivable from debt and
claims of every kind and includes:
(a) apayment, including of a discount or premium, made under
a debt obligation that is not a return of capital;
(b) aswap or other payment functionally equivalent to interest;
(c) acommitment, guarantee or service fee paid in respect of a
debt obligation or swap agreement; and

(d) adistribution by a building society.

(44) “international agreement” means an agreement between the
Government of Bhutan and one or more foreign government or

governments.

(45) “investment” means the owning of one or more assets, including
one or more assets of a similar nature or that are used in an
integrated fashion, and:

(a) includes a past, present or prospective investment; but

(b) excludes a business or employment.

(46) “investment asset’:

(a) means a capital asset held as part of an investment; but
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(b) excludes the principal place of residence of an individual,
provided it has been:
(i) owned by the individual continuously for the 3 years
before disposal; and
(1) lived in for at least 2 of those 3 years (calculated on a

daily basis).

(47) “Jabmi” means a Bhutanese legal counsel licensed to practice law

in Bhutan.

(48) “land or buildings” includes a structural improvement to land
or buildings, an interest in land or buildings, or an interest in a
structural improvement to land or buildings, and includes the
following:

(a) alease of land or buildings;

(b) alease of a structural improvement to land or buildings;

(c) an exploration, prospecting, development, or similar right
relating to land or buildings; and

(d) information relating to a right referred to in paragraph (c).

(49) “late payment interest” means interest imposed under section 442.

(50) “leave pay” means receiving monetary compensation in exchange
for the unutilised paid leaves available to the employee over the

course of employment.
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(51) “lease” means an arrangement providing a person with a temporary
right in respect of an asset of another person, other than money,
and includes a license, profit-a-prendre, option, rental agreement,

royalty agreement, or tenancy.

(52) “long-term contract” means a contract:
(a) for manufacture, installation or construction or, in relation
to each, the performance of related services; and
(b)  which is not completed within 12 months of the date on

which work under the contract commences.

(53) “manager”, in relation to an entity:

(a) means a councillor, director, manager, member, officer or
other person who participates or may participate, whether
alone or jointly with other persons, in making senior
management decisions on behalf of the entity; and

(b) includes:

(i)  apartner of a partnership;

(i1) atrustee of a trust;

(111) a person in accordance with whose directions and
instructions the entity or a person described in the rest
of this definition is required or accustomed to act; and

(iv) a non-resident person with respect to a Bhutan

permanent establishment owned by the person.
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(54)

(35)

(56)

(57)

(58)

(39)

(60)

“market value” of a payment, asset or liability is determined in
accordance with section 103.
“member” in relation to an entity means any person who owns a

membership interest in the entity.

“membership interest” in an entity means a right, whether of a legal
or equitable nature, including a contingent right, to participate in
income or capital of the entity and includes the interest of a partner
in a partnership, the interest of a beneficiary in a trust, and shares

in a company.
“Ministry” means the Ministry of Finance.

“natural resource” means minerals, petroleum, water, or any other
non-living or living resource that may be taken from land or the

Sca.

“natural resource payment” means a payment, including a
premium or like amount, for the right to take natural resources
from land or the sea or calculated in whole or in part by reference
to the quantity or value of natural resources taken from land or the

sea;

“net book value” of a depreciable asset means the cumulative
cost of the asset reduced by cumulative depreciation deductions

allowed in respect of the asset.

Income Tax Act of Bhutan 2025 214



(qe)

(uw)

(u)

(uo)

(43)

(4pe)

(Go)

“gﬁmﬂ'@ﬂ"qk\l'ﬁﬁ’ gﬁvav q;i’q.‘.u.";ﬁ. Nq.qv Eﬂvm&vévﬁ]. ‘ﬁ’qv$qv
901 naﬁ?ﬁtz&l’{qﬁnﬂ@m' anqﬁmrqnﬁ'&'iu‘

AENE”  ARNENNRRARURANGRRFFS RGNRITA AR
RN ETNER AgNARAIRRFARS AKar Sy
“ag«&&maa’“{q”’ aﬁm'&fqm'ﬁ:'aﬁmrra'qqﬁ’{qq: AGNAQ
NFARFITN AT RANAFFEIRIS WRE RFAGHNAFIRRS
qqm‘gw'ﬁ:ﬂgqnaﬁq'ﬁz:rl:'ﬁr:gqm'5'(2@«'8@1«@3‘@@'@:«'
U‘quﬁv s\l.ga.ﬂﬁﬁ.\ﬁ’qqu. ﬂm'ﬂgﬂN'qqﬁ'gﬂ'“a'ﬁq"iq’;'%'ﬁ'%ﬁ:
q%‘ﬁ]‘q:@ qu’alk\l'&f::qz:' qﬁ&miﬂm@’&ﬂﬂ’ﬁ’q' n@%’ai‘q‘ﬁr\'
&f:'ﬁa'a\:'z?]n?ﬁqqa' sdaqﬁq@'ﬁn'ﬁqm@' @ﬁu@\q‘

gz 3xRad ssadNgsRqaH)

TRIAFHFERNT AxARY NTHT NP QGG W=y N
q.‘a. {J‘I;’ﬁ' ﬂ‘_j/'&lgﬁﬁml\l' Q§§'QQQ'&I' gﬂfﬂ.%q. U\I";'q' ‘ﬁ’q.l.s\\]ﬁvav
§q'@RN' ﬂ“i‘%ﬁl

TRRRFEG AN D YRE IR NqF wmgy FRFUNIs
RAFEG AN AHEFANRENRRSARFAN N WKF FHE
mmn?;’q'%' Rﬁ'naqﬁq'@m@' AixFR Wy mENH=ey nﬁ'
nqu . drvEmy wsy Fqadn ZnpeNpyd Ry
W= ﬁ@ﬂ'ﬂﬁ&«'ﬂg'&g&' Zgﬁ'ﬁﬁfua' ﬁﬁ'&'@'ﬁﬂ
FmgRaNHRRNDT  qanRaxanIRAt  AXqAsad
O e R R ECTe,
RRAFA R ReraNmNER N EN HIENRIFR AR THE
T g ARRH |

QI A RAR BRI T D ISR 35 37¢
JUARIVEINEUTRIAEAN 2024 S§H|



(61) “net cost” for an asset or liability at a particular time means:
(a) in the case of a depreciable asset: the net book value of the
asset; and
(b) in the case of any other asset or a liability: the amount by
which the cumulative costs for the asset or liability exceed
cumulative consideration received for the asset or liability

to the time.

(62) “non-depreciable assets” of a business means all assets of the

business other than depreciable assets and trading stock;
(63) “non-profit body” has the meaning given in section 716.
(64) “non-resident” means any person who is not a resident of Bhutan.

(65) ““objection decision” means a decision made by the Department
under section 385 or deemed to have been made under section

389.

(66) “partnership” means an association of two or more individuals
or corporations carrying on business jointly for the purpose of
making profit, irrespective of whether the association is recorded
in writing, but excludes a partnership within the description in the

definition of “company”.
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(67) “payment” means the conferring of value or a benefit in any form
by one person on another person and includes:

(a) the transfer by one person of an asset or money to another
person or the transfer by another person of a liability to the
one person;

(b) the creation by one person of an asset that on creation is
owned by another person or the decrease by one person of a
liability owed by another person;

(c) the provision by one person of services to another person;
and

(d) the making available of an asset or money owned by one
person for use by another person or the granting of use of
such an asset or money to another person.

(68) “penalty” means a penalty imposed under this Act.

(69) “permanent establishment” means a Bhutan permanent
establishment or a foreign permanent establishment.

(70) “person” means an individual or entity;

(71) “precedent partner” of a partnership means the partner who, of the
active partners resident in Bhutan:

(a) ifthere is an agreement of partnership:

(1)  1s identified as the lead partner (or equivalent) of the

partnership in the agreement; or
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(i) ifnooneisso identified, is first named in the agreement

of partnership;
(b) if there is no agreement of partnership, is first named in the
business license issued by the authorities in respect of the

business of the partnership; or

(c) if there is no such business license, is specified by name or
initials singly or with precedence to the other partners, in the

usual name.
(72) “prepayment tax” means a tax prepayable under section 285.
(73) “public ruling” means a ruling made under section 551.

(74) “recognized financial institution” means an institution that:
(a) 1is legally authorized and duly registered with the relevant
regulatory authority in its home jurisdiction, operating in

accordance with the laws and regulations of that jurisdiction;

(b) issubjecttoappropriate regulatory oversight and supervision
by the relevant authority, ensuring compliance with financial
regulations, anti-money laundering (AML) standards, and

combating the financing of terrorism (CFT) requirements;
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(¢) is acknowledged as a legitimate entity by relevant
international bodies or agreements, such as those established
under the Basel Committee on Banking Supervision,
International Monetary Fund (IMF), or Financial Action
Task Force (FATF);

(d) is included in relevant international financial networks
or platforms that facilitate cross-border transactions and
meet internationally recognized standards for financial

institutions.

(75) “records” includes:
(a) abook ofaccount, document, paper, register, bank statement,
receipt, invoice, voucher, contract or agreement; or
(b) any information or data stored on an electronic data storage
device.
(76) “registered tax agent” means a person registered as a tax agent
under section 626, 627, or 628.
(77) “rent”:
(a) means a payment, including a payment of a premium or like
amount, for the use of or right to use property of any kind;
(b) includes a payment for the rendering of, or the undertaking
to render, assistance ancillary to a use or a right referred to

in paragraph (a); but
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(c)

excludes a natural resource payment or a royalty.

(78) “representative”, in relation to a person, means an individual

responsible for accounting for the receipt or payment of moneys

or funds in Bhutan on behalf of the person and includes the

following:

(a) for a partnership: a partner in the partnership,

(b) for atrust including an estate of a deceased person: a trustee
of the trust and any executor or administrator of the estate;

(c) foracompany: the chief executive officer, managing director
or company secretary;

(d) for a non-resident person: any person in Bhutan controlling
the person’s affairs in Bhutan, including a manager of the
business of the person in Bhutan;

(e) for a taxpayer referred to in section 467(1), the appointed
person in relation to the taxpayer under that section;

(f) for a person below 18 years of age, the parent or legal
guardian of that person; and

(g) for any person: an individual that the Department has,

by notice in writing to the individual, declared to be a

representative of the person for the purposes of this Act;

(79) “resident” with respect to a person is determined in accordance

with section 226 to 229.
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(80) “reviewable decision” means:

(a)

(b)
(©)

a decision or deemed decision by the Department on an
application for an amendment to a self-assessment under
section 367;

an objection decision; or

a decision by the Department under sections 632, 637, or

642.

(81) “royalty” means a payment, including a payment of a premium or

like amount, derived as consideration for:

(a)

(b)

(©)

(d)

(e)

the use of or right to use a copyright of literary, artistic or
scientific work, including cinematograph films, software or
video or audio recordings, whether the work is in electronic
format or otherwise;

the use of or right to use a patent, trademark, design or
model, plan, or secret formula or process;

the use of or right to use any industrial, commercial, or
scientific equipment;

the use of or right to use information concerning industrial,
commercial, or scientific experience;

the rendering of or the undertaking to render assistance
ancillary to a matter referred to in paragraph (a), (b), (c), or

(d); or
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(f) atotal or partial forbearance with respect to a matter referred

to in paragraph (a), (b), (¢), (d), or (e).

(82) *“secondary liability” means a liability of a person that another
person is personally liable for under sections 319, 464, 469, 481,
485, or 513.

(83) “self-assessment” means an assessment treated as having been

made by a self-assessment taxpayer under section 343;

(84) “‘self-assessment return” means:
(a) an advance return under section 335;

(b) areturn of income under section 290.

(85) “self-assessment taxpayer” means a taxpayer required to lodge a

self-assessment return.

(86) “services” means services of any description which is made
available to potential users and includes:
(a) the provision of services in connection with business of any
industrial or commercial nature;

(b) digital services.

(87) “service fee” means a payment to the extent to which, based on
market values, it is reasonably attributable to services rendered by
a business of a person, but excludes interest, rent or a royalty.

(88) “shareholder” means a person who is a member of a company.
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(89) “significant economic presence” means the carrying out of
transactions in respect of digital services by a non-resident in
Bhutan, where the total value of such transactions exceeds such

threshold as may be prescribed by regulations.

Provided that the transactions or activities shall constitute

significant economic presence in Bhutan, whether or not:

(a) the agreement for such transactions or activities is entered
in Bhutan;

(b) the non-resident has a residence or place of business in
Bhutan; or

(c) the non-resident renders services in Bhutan:

Provided further that only so much of income as is attributable to
the transactions or activities shall be deemed to accrue or arise in
Bhutan.

(90) “tax” means a tax, penalty, or late payment interest imposed under
this Act.

(91) “tax avoidance provision” means:
(a) sections 258 and 259;
(b) sections 116 to 119;
(c) sections 120 and 121; or

(d) sections 246 to 248.
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(92) “tax period” means the period for which the tax is reported to the
Department and, for a withholding amount, means the period to
which the withholding relates.

(93) “tax return” means a return (including attachments and
reconciliations) required to be filed under this Act and includes a
withholding statement required to be filed under section 274.

(94) “taxationassessment” means aself-assessment, defaultassessment,
advance assessment, amended assessment, an assessment of
penalty, or any other assessment made under this Act.

(95) “taxation decision” means:

(a) ataxation assessment, other than a self-assessment;

(b) the determination of the amount of a secondary liability
owing by a person; or

(c) any other decision of the Department made under this Act
on any matter that is left to the discretion, consent, approval,
or determination of the Department, but not including the
following:

(1) any decision of the Department forming part of the
process of making, or leading up to the making of, a
taxation assessment, and such decision is treated as
part of the taxation assessment;

(1) areviewable decision;
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(ii1) a decision made under sections 455 to 465, sections

474 to 480, or sections 488 to 496.

(96) “taxation officer” means the Director-General and any officer of

the Department appointed under this Act.

(97) “taxpayer” means a person who is liable for tax and includes a

person who has a loss or zero taxable income for an Income Year.

(98) “taxpayer number” or “TPN” means a taxpayer identification

number issued to a taxpayer under sections 300, 301, or 304.

(99) “total income” means persons total income from the employment,

business, investment and other sources for the Income Year.

(100) “trading stock” means:
(a) assets owned by a person that are sold or intended to be sold
in the ordinary course of a business of the person;
(b)  work-in-progress on such assets;
(c) inventories of materials to be incorporated into such assets;
and

(d) consumable stores.
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(101) “trust” means an arrangement under which a trustee holds assets.

(102) “trustee”:

(a) means an individual or body corporate holding assets in a
fiduciary capacity for the benefit of identifiable persons or
for some object permitted by law, whether or not:

(1) the assets are held alone or jointly with other
individuals or bodies corporate; or

(i1)) the individual or body corporate is appointed or
constituted trustee by personal acts, by will, by order
or declaration or a court of by other operation of the

law; and

(b) includes:
(i)  an executor, administrator, tutor or curator;
(i1) a liquidator, receiver, trustee in bankruptcy or judicial
manager;
(iii) a person having the administration or control of assets

subject to a usufruct or other limited interest;
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(iv) a person who manages the assets of an incapacitated
individual; and
(v) aperson whomanages assets under a private foundation

or other similar arrangement.

(103) “underlying ownership™:

(a) in relation to an entity, means membership interests owned
in the entity, directly or indirectly through one or more
interposed entities, by individuals or by entities in which no
person has a membership interest; or

(b) in relation to an asset owned by an entity, is determined as
though the asset is owned by the persons having underlying
ownership of the entity in proportion to that ownership of

the entity.

(104) “unexplained cash credit” means a sum credited in the books of
accounts maintained by a person or any other documents and there

is no explanation or no satisfactory explanation about its source.

(105) “unexplained expenditure” means an expenditure incurred
in respect of which there is no explanation or no satisfactory

explanation about the source of [funds for] such expenditure.
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(106) “unexplained investment” means an investment that is not recorded
in the books of accounts maintained by a person and there is no
explanation or no satisfactory explanation about the nature of the

investment and the source of [funds for] financing its acquisition.

(107) “unpaid tax” means tax that has not been paid by the due date or,
if the Department as extended the due date under section 428, by

the extended due date;

(108) “withholdee” means a person receiving or entitled to receive a
payment from which tax is required to be withheld under Chapter

I1.

(109) “withholding agent” means a person required to withhold tax from

a payment under Chapter 11.

(110) “withholding amount” means an amount that a withholding agent
is required to withhold from a payment under sections 264, 266,
or 269.
Associates
707. Subject to section 708, two persons are associates if:
(1) the relationship between them is such that one person may
reasonably be expected to act in accordance with the directions,

requests, suggestions, or wishes of the other; or
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708.

709.

(2) both persons may reasonably be expected to act in accordance
with the directions, requests, suggestions, or wishes of a third
person.

Two persons are not associates solely by reason of the fact that one person

is an employee or client of the other or both persons are employees or

clients of a third person.

Without limiting the generality of section 707, the following persons are
treated as associates:

(1) anindividual and a relative of the individual;

(2) partners in the same partnership;

(3) aperson and an entity, where:

(a) the person controls the entity or may benefit from 50 per cent
or more of the rights to income, capital or voting power of
the entity:

(1) either alone or together with one or more persons
who, under another application of this section, are
associated with the first mentioned person; and

(i1))  whether directly or through one or more interposed

entities; or
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(4)

(b) the person, under another application of this section, is an

associate of a person referred to in paragraph (a);

in any case not covered by subsections (1) to (3), two persons
such that one may reasonably be expected to act, other than as
employee, in accordance with the directions, requests, suggestions

or intentions of the other.

710. Forthe purposes of section 709(1), “relative”, in relation to an individual,

means the individual’s child, spouse, parent, grandparent, grandchild,

sibling, aunt, uncle, nephew, niece or first cousin, including by way of

marriage or adoption.

711. In applying section 709(3), holdings that are attributed to a person from

an associate are not reattributed to another associate of the person.

Domestic and excluded expenditures

712. Where an individual incurs expenditure in respect of that individual, the

expenditure is domestic expenditure to the extent that it is incurred:

(M

)
€)

in maintaining the individual, including in providing shelter as well
as meals, refreshment, entertainment or other leisure activities;

in the individual commuting from home;

in acquiring clothing, including shoes, or cosmetics for the
individual, other than clothing or cosmetics that is not suitable for

wearing outside of work;
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713.

714.

715.

(4) in paying any personal debts, including credit card debts, of the

individual.

Where another person incurs expenditure in making a payment to or

providing any other benefit for an individual, the expenditure is domestic

expenditure except to the extent that:

(1) the payment or benefit is included in calculating the income of the
individual; or

(2) the individual provides consideration of an equal market value for

the payment or benefit.

Expenditure referred to in sections 712 and 713 includes interest incurred
with respect to money borrowed that is used in a manner referred to in

those sections.

For the purposes of this Act, “excluded expenditure” means:

(1) tax payable under this Act;

(2) bribes and expenditure incurred in corrupt practices;

(3) interest, penalties, fines and forfeiture.

(4) expenditure to the extent incurred by a person in deriving exempt
amounts or final withholding payments;

(5) dividends of a company;

(6) creation of or adjustments to reserves unless otherwise specified

in this Act; and
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(7) any amount in the nature of security deposit, by whatever name
referred to, that has been paid as security and that would be

refunded to the business.

Non-profit bodies

716. A non-profit body is an entity that satisfies the following conditions:

(1) the entity is registered with the Civil Society Organizations
Authority or Commission for Religious Organization of Bhutan

solely for the public benefit;

(2) no part of the income or other funds, or assets, of the entity are
used, or are available for use for the private benefit of an interest

holder of the entity or an associate of such interest holder; and

(3) the Department has approved, by notice in writing, the entity as a

non-profit body.

717. An entity may apply to the Department, in the approved form, for

approval as a non-profit body.

718. The non-profit body must be registered with the relevant authorities

before they apply to the Department for approval as non-profit body.

719. If an entity that has made an application under section 717 satisfies the
conditions in section 716(1) and (2), the Department may approve the

application.
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720.

721.

The approval of an entity as a non-profit body takes effect from the date
specified in the notice of approval and remains in force until the date
that the entity ceases to satisfy the conditions in section 716(1) and (2)
or such later date as set out by the Department by notice in writing to the

entity.

An entity approved as a non-profit body must immediately notify
the Department, in writing, if the entity no longer satisfies any of the

conditions in section 716(1) and (2).

Rules of construction

722.

723.

724.

In this Act, unless the context indicates otherwise, the singular shall

include plural, and masculine shall include the feminine.

For the purpose of this Act, the term defined thereunder shall prevail over
a meaning that may be defined under any other laws of the Kingdom of

Bhutan.

Nothing in this Act is to be construed as subjecting an amount to a
particular treatment, including exempting the amount or providing a
concession with respect to the amount, just because it is paid, in whole

or in part, out of an amount that is subject to a particular treatment.
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Power to make regulations
725. The Ministry may make regulations for carrying out the purposes and

provisions of this Act.

726. The power conferred by section 725 is in addition to, and not limited by,

any specific power to make regulations provided elsewhere in this Act.

Amendment
727. Amendment of this Act by way of addition, variation or repeal shall be

affected by the parliament.
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SCHEDULE 1

TAX RATES

Rates for individuals

1.  Subjectto Schedule 2, the taxable income of an individual for an Income

Year is taxed at the following rates:

Taxable income

Tax Rate

Where the total taxable income does

not exceed Nu. 300,000.

Nil

Where the total taxable income
exceeds Nu. 300,000 but does not

exceed Nu. 500,000.

5% of the amount by which the
total taxable income exceeds Nu.

300,000.

Where the total taxable income
exceeds Nu. 500,000 but does not

exceed Nu. 750,000.

Nu. 10,000 plus 10% of the amount
by which the total taxable income

exceeds Nu. 500,000.

Where the total taxable income
exceeds Nu. 750,000 but does not
exceed Nu. 1,200,000.

Nu. 35,000 plus 15% of the amount
by which the total taxable income

exceeds Nu. 750,000.

Where the total taxable income
exceeds Nu. 1,200,000 but does not
exceed Nu. 2,000,000.

Nu. 102,500 plus 20% of the amount
by which the total taxable income

exceeds Nu. 1,200,000.

Where the total taxable income
exceeds Nu. 2,000,000 but does not
exceed Nu. 3,500,000.

Nu. 262,500 plus 25% of the amount
by which the total taxable income

exceeds Nu. 2,000,000.
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Where the total taxable income ex- | Nu. 637,500 plus 30% of the amount

ceeds Nu. 3,500,000. by which the total taxable income

exceeds Nu. 3,500,000.

Rate for body of person
2. The taxable income of a body of person for an Income Year is taxed at

the rate of 22 per cent.

Rate for trusts
3. The taxable income of a trust for an Income Year to which section 181

applies is taxed at 30 per cent.

Rate for companies
4.  The taxable income of a company for an Income Year is taxed at 22 per

cent.

Rate for Significant Economic Presence

5. Where a non-resident person having significant economic presence files
a tax return in line with section 290, the taxable income of the non-
resident person having significant economic presence for an Income

Year is taxed at 22 per cent.

6.  Where a non-resident person having significant economic presence
choose not to file a tax return in line with section 290, the taxable

income is taxed at 5 per cent of the income as final tax.
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Rates of withholding tax

7. The rates of tax to be withheld from payments under Chapter 11 are:

(1) in the case of payments to which section 264 applies, at the rates

prescribed in the regulations which are to be based on the income

tax rates applicable to individuals as set out in this Schedule;

(2) in the case of payments to which section 266 applies:

(a)

(b)

(©)

(d)

for types of income referred to in section 31(1) other than
the types described in subparagraph (2)(b): 5 per cent;

for interest or dividend payments to an individual: 10 per
cent;

for winnings from lotteries, betting, or gambling referred to
in section 34(1): 20 per cent; and

for all other types of payments to which section 266 applies:

5 per cent;

(3) inthe case of payments to which section 269 applies:

(a)
(b)
(©)
(d)

for service fees referred to in section 269(1): 2 per cent;
for service fees referred to in section 269(2): 5 per cent;
for the payment referred to in section 269(3): 2 per cent;

for the payment referred to in section 269(4): 5 per cent.

8.  Therate of tax to be withheld from each partner’s share of any partnership

income under section 170 is 5 per cent of the amount.
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SCHEDULE 2
PRESUMPTIVE TAXATION

Presumptive taxation

1.  Presumptive taxation applies where:

(1) aresident individual’s taxable income for an Income Year consists
exclusively of income from a business;

(2) the income is exclusively from sources within Bhutan;

(3) the income from the business does not exceed Nu. 5 million for
that year;

(4) the business is not registered as a Goods and Service Tax agent in
Bhutan; and

(5) theresident individual has not previously been subject to tax under

this Act on a basis other than presumptive taxation.

2. Where presumptive taxation applies as referred to in paragraph 1(1), an

individual’s taxable income that is subject to tax under section 10(1) for

an Income Year is the amount computed in accordance with the formula:

AxB

where A is the total income of the business for the Income Year; and

B is the ratio 15%.
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Exclusions from Presumptive taxation

3. The following individuals are excluded from presumptive taxation
under paragraph 1, even if they meet the requirements of paragraph 1:
(1) individuals with a professional qualification;
(2) individuals engaged in businesses prescribed by regulations; and

(3) individuals in partnership.
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SCHEDULE 3
EXEMPT AMOUNTS

Members of diplomatic missions and international agencies

1.

Income derived by foreign diplomatic missions, international agencies

and their employees who enjoys fiscal privileges under:

(1) relevant international laws, conventions and covenants ratified by
the Parliament; or

(2) bilateral and multilateral agreements signed by Royal Government

of Bhutan.

Employment related income

2.

Living allowances received by volunteers as exempted by the
Government.

Foreign allowance and representational grants received by Government
employees stationed outside Bhutan.

All allowances and free or subsidized facilities provided to the members

of the armed forces.

Business and Investment related income

Income from interest earned from Government bond by a person.
Gains derived by a resident individual from the disposal of an asset not
being a depreciable asset, a non-depreciable asset, or trading stock of a
business.

Interest income derived from any deposit account in which the depositor

contributes funds incrementally according to a predetermined Schedule,
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or any account that allows depositors to earn interest while allowing
withdrawal of principal at will, shall be exempt.

8.  Income from interest received from fixed deposit up to Nu. 400,000 in
an Income Year by an individual not being a business.

9.  Dividend received up to Nu. 300,000.00 by an individual not being a
business in an Income Year.

10. Income from deferred annuity scheme by an individual.

Income from other source
11.  Winnings from lottery, gambling and betting of up to Nu. 5,000 per

winning by a person.

Participation exemption
12. Dividends received or paid by a resident company in respect of

shareholding in another company.

Pension income
13. Any sums standing to the account of an individual in a pension fund or a
provident fund managed by the National Pension and Provident Fund or

by any approved pension or provident fund designated by the Ministry.
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Agricultural income of resident individuals

14. Income earned by a resident individual from the cultivation and
harvesting of cash crops, excluding any income derived by such
individual that is ancillary to the cultivation and harvesting of such cash
crop. For avoidance of doubt, the following do not constitute income
earned from the cultivation and harvesting of cash crops:

(1) income earned from commercial activities after harvesting,
including but not limited to the storage or transportation of the
cash crop, but excludes the direct sale of the cash crops by that
resident individual to another person; and

(2) income earned by intermediaries, middlemen, or resellers of the

harvested cash crops.

Income of Government
15. Income derived by the Government are exempt amounts, except income
derived from commercial activities carried out by an agency of the

Government.

Income of non-profit body

16. Income derived by a non-profit body are exempt amounts, provided
that the income is derived by the non-profit body from an activity
that is directly related to the purpose for which the non-profit body is
established.

Definitions

17. In this Schedule, “citizen” means a citizen of the Kingdom of Bhutan
whether by birth, registration or naturalization as defined under the

Bhutan Citizenship Act.
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SCHEDULE 4
DEPRECIATION DEDUCTIONS

Principles of depreciation

1.

Subject to this paragraph, a person is allowed a deduction for an Income
Year for the amount by which the person’s depreciable assets for a
business have declined in value during the year through use in deriving

assessable income of that business.

The Ministry shall promulgate rules and regulations with regards to:

(1) the duration over which a particular type of depreciable asset is to
be depreciated; or

(2) fixation of maximum rates of depreciation for each type of

depreciable asset.

A rate of depreciation chosen under paragraph 2(2) may only be changed

with a written permission of the Department.

Subject to paragraph 5, the depreciation deductions allowed under
paragraph 1 are computed according to the straight-line method or such

other method as may be prescribed.

A depreciable asset that has a cost of less than Nu. 25,000 is depreciated

at a rate of 100 per cent.
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6. A deduction is allowed under paragraph 1from the day the depreciable

asset is put to use in the business.

7.  If a person uses a depreciable asset in an Income Year partly to derive
assessable income from a business and partly for another use, the
amount allowed as a deduction under paragraph 1 is the proportion of
the amount calculated under paragraph 4 or 5, as the case may be, that

relates to the derivation of assessable income of that business.

8.  Ifadepreciable asset is not used by a person for the whole of the Income
Year to derive assessable income from a business, the depreciation
deduction for the Income Year is calculated according to the following

formula:

Ax B/C
where A is the depreciation deduction calculated under paragraph 4

after taking into account paragraph 5;

B is the number of days in the Income Year that the depreciable

asset is used in deriving income from a business; and

C is the number of days in the Income Year.
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10.

11.

12.

Where two or more assets (each, a “component asset”) are employed
together by a person in the production of income from a business, such
that each component asset is not employed by itself in the production of
income from that business, the component assets are to be treated as a

single depreciable asset for the purposes of this Schedule.

When a damaged asset has been repaired, the value of the asset shall be

as same as before the damage.

Cost of repair incurred to bring the asset in the same condition as before

the damage shall not affect the net book value of the damaged assets.

Cost of repairing a damage asset is deductible in the Income Year when

asset is repaired.

Realization of depreciable asset

13.

14.

If a depreciable asset is realized in an Income Year, no depreciation

deduction is allowed for that Income Year.

Where a person realizes a depreciable asset of a business in an Income
Year, any amount of consideration received or receivable by the person
for such realization that is in excess of the net cost of the depreciable
asset at the time of realization must be included in calculating the
person’s income from the business for that Income Year under section

27(4).
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15. Where a person realizes a depreciable asset of a business in an Income
Year, any amount of net cost of the depreciable asset at the time of
realization that is in excess of the consideration received or receivable
by the person for such realization must be deducted in calculating the
person’s income from the business for that Income Year under section

57(2).

16. If the depreciable asset realized during an Income Year has been used
by a person partly in deriving income from a business and partly for
another use, the amount to be included or excluded in calculating the
person’s income from a business for that Income Year under section
27(4) or 57(2) respectively is the proportional part of such amount that

relates to the derivation of assessable income of that business.
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SCHEDULE 5
QUANTIFICATION OF BENEFITS

General

1.  The value of a payment included in the employment income of an
employee under section 23 that is a non-cash benefit is determined in
accordance with this Schedule.

2. The value of a non-cash benefit is included in employment income in

the pay period in which the benefit is provided.

Debt waiver benefit
3.  The waiver by an employer of the obligation of an employee to pay or
repay an amount owing to the employer is a debt waiver benefit.

4. The value of a debt waiver benefit is the amount waived.

Household personnel benefit

5. The services of household personnel provided by an employer to an
employee is a household personnel benefit.

6.  The value of a household personnel benefit for a pay period is the total
employment income paid to the household personnel in that pay period
for services rendered to the employee, reduced by any payment made by

the employee for such services.

Housing benefit
7. Accommodation or housing provided by an employer to an employee is

a housing benefit.
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The value of a housing benefit provided by an employer to an employee

for a pay period is:

(1) where the employer or an associate owns the accommodation or
housing: the market value rent of the accommodation or housing
for the pay period, reduced by any payment made by the employee
to the employer or the associate for the accommodation or housing;
or

(2)  where the employer leases the accommodation or housing: the rent
paid by the employer for the accommodation or housing during
the pay period, reduced by any payment made by the employee to

the employer for the accommodation or housing.

Discounted interest loan benefit

9.

10.

11.

Subject to paragraph 11, a loan provided by an employer to an employee
is a discounted interest loan benefit if the interest rate under the loan is

less than the market lending rate.

The value of a discounted interest loan benefit for a pay period is
the difference between the interest that would have been paid by the
employee on the loan for the pay period if the loan had been made at the

market lending rate for that pay period.

Paragraph 9 does not apply to the extent that the loan funds are used by

the employee to derive amounts included in assessable income.
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Meal or refreshment benefit

12. A meal or refreshment provided by an employer to an employee is a
meal or refreshment benefit.

13.  Subject to paragraph 14, the value of a meal or refreshment benefit is
the total expenditure incurred by the employer in providing the meal or
refreshment reduced by any amount paid by the employee for the meal
or refreshment.

14. The value of a meal or refreshment benefit does not include any part
of the expenditure incurred by the employer in providing the meal or

refreshment that is a domestic expenditure under section 713.

Motor vehicle benefit

15. A motor vehicle provided by an employer to an employee wholly or
partly for the private use of the employee is a motor vehicle benefit.

16. Subject to paragraphs 17 and 18, the value of a motor vehicle benefit for
a pay period is the amount calculated in accordance with the following
formula:

A/B x20%

Where A is the cost to the employer of acquiring the motor vehicle or,
if the vehicle is leased by the employer, the market value of the

vehicle at the commencement of the lease; and

B is the number of pay periods of the employee for an Income

Year.
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17.

18.

The value of a motor vehicle benefit calculated under paragraph 16 is

reduced by the following:

(1) any payment made by the employee for the use of the motor
vehicle or for maintenance and running expenses;

(2) the proportion of the use of the vehicle (if any) by the employee in
the conduct of employment;

(3) the proportion of the pay period (if any) that the vehicle was not

provided to the employee for private use.

A reference in this Schedule to a motor vehicle being provided to an
employee for private use includes a motor vehicle that is made available
to an employee for private use, even if the employee did not actually use

the vehicle for a private use on a particular day.

Property or services benefit

19.

20.

The transfer of property or provision of services by an employer to an

employee is a property or services benefit.

Subject to paragraph 21, the value of a property or services benefit is:

(1) ifthe employer supplies the same property or services to customers
in the ordinary course of business: 75 per cent of the normal selling
price of the property or services; or

(2) inany other case: the cost to the employer of acquiring the property

or expenditure incurred by the employer in providing services
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21. The value of a property or services benefit determined under paragraph
20 is reduced by any payment made by the employee for the property or

services.

Residual benefit

22.  Anon-cash benefit provided by an employer to an employee not covered
by another paragraph in this Schedule is a residual benefit.

23. The value of a residual benefit is the market value of the benefit
determined at the time it is provided, as reduced by any payment made

by the employee for the benefit.

Interpretation
24. In this Schedule:
(1) “household personnel” means a housekeeper, cook, driver,
gardener, security guard, or other domestic assistant;
(2) “market lending rate”, in relation to a month, means:
(a) for an employer that is a commercial bank: the lending
rate on loans and rediscount facilities granted by the Royal
Monetary Authority of Bhutan to commercial banks that
prevailed in Bhutan during the month; or
(b) for any other employer: the lowest commercial lending

interest rate that prevailed in Bhutan during the month;
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(3) “pay period”, in relation to an employee, means:

(a)
(b)
(©)
(d)
(e)

if the employee is paid monthly: a calendar month;

if the employee is paid bi-monthly: a bi-monthly period;

if the employee is paid fortnightly: a fortnight;

if the employee is paid weekly: a week; or

if the employee is paid for a period other than those specified

in sub-subparagraphs (a) to (d) above: that other period; and

(4) “services” includes the use of property and the making available

of any facility.
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SCHEDULE 6
RELIEF

Education expenses relief
1. In an Income Year in which an individual is resident in Bhutan, where
the individual incurs qualifying education expenses prescribed by
regulation, whether in respect of a biological or legally adopted child or
for the individual’s own education, the individual is allowed a deduction
against total assessable income equal to:
(1)  where there is clear documentary evidence of the incurrence of
such expenses: the actual amount of expenses or Nu. 350,000,
whichever is lower; or
(2)  where there is no clear documentary evidence of the incurrence of

such expenses: Nu. 50,000.

Homeownership relief
2. Paragraph 3 of this Schedule applies in respect of a resident individual
who:
(1) 1isa citizen of Bhutan; and
(2) incurs interest expenses in respect of a home or housing loan
used for the acquisition, construction, or major renovation of the

individual’s first home, that is the individual’s primary residence.
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An individual referred to in paragraph 2 is allowed in respect of the

individual’s total assessable income for an Income Year a deduction

equal to the lower of:

(1) the amount of interest paid on the loan referred to in paragraph 2
in that Income Year; or

(2)  Nu. 200,000.

Insurance relief

4.

Where, in an Income Year in which an individual is resident in Bhutan,
the individual incurs qualifying life-insurance premium expenses
prescribed by regulations in respect of the individual or any biological
or legally adopted child of the individual, the individual shall be allowed

a deduction for such premiums up to a total of Nu. 50,000.

An individual who incurs expenses being qualifying health or medical
insurance premiums paid to an insurance company licensed in Bhutan
in an Income Year in which the individual is resident in Bhutan is
allowed a deduction for such expenses in respect of the individual’s total
gross adjusted income, subject to such conditions and limits as may be

prescribed by regulations.

Disability Relief

6.

Where a resident individual, or parent or the spouse or child of the
individual, is certified by the Ministry of Health as incapacitated
by reason of mental or physical infirmity, the individual is allowed a
deduction in respect of the individual’s total gross adjusted income

equal to Nu. 40,000.

Income Tax Act of Bhutan 2025 253



B3 EHA NRAFRY ERNTEIANAREURNR EFRQ  QRIREERA

8 3 NAGRY QERERINRINIRRRT RFRY 3

fi"%ﬂ}'ﬁ"{ﬁ@ E@:‘ﬁ&'ﬂgﬂﬁnﬁ:’qa' qma'gm'qig’alm'ﬂ' n}q&'q?ﬁﬁ'

n@mmw q'ﬁwqé\yﬁ:‘ﬁ“’a@&n& gmnqm%ﬁwq

(1) qnqg&:«&?ﬁq: “{q‘aléaw 2 na'ql:' @:N'ﬂ@ﬂ«'anﬁ'&'ﬁna'
Faged FIFR qpvadan wsy)|

(1) ARNTA" 200,000|

AR R

<.

QR @AY sq q: RYTYTEN TR ARG EF=IT) n]m FREFIINA
FX A % SELS I gﬁsﬁ A § :@:m X WKy & xqﬂ @Ay A qa%'ﬁ'
N wRy BuNagyEIY AW ARRRINEG  Fasd
M B IRUARASRN XFRATN AAgNAARCF{RE S5
w0000 EF XN EAAIFEA|

am:rg:w&’%qq: qsqmquﬁﬁ'&q’%’ Egaafar Y ?as'n]'

zawlﬁsd %nsmnwggsn]m @ﬁéﬁgtzmq Q]N’:! Y g]q:x
%qsmg ;Ngﬁé gﬁmﬁnqzﬁ@ Rg&ﬁq nﬁgﬂ qgm\ma QR

N
~ N

@R«'ﬂﬁ’&m'ﬂmw %qm‘qaa‘fﬁmw %ﬁ'@'Qﬁﬁ'aq'nq' Nﬁéﬁ@'q:
afy MQ'asn]'%q'anﬁ'?sfn”

{

g A ARy

G.

ITHN ﬁﬁﬁ@z:»sn] WRE R WRE ﬁq RIRF WKy R@Rﬁqgﬂ]q
64“ Q]N R YE A AN Ry g& ARy vﬁ R NN R W AZANY
FAEIDGIAYGA) Frogedysisee Tp<iR Rfqagev
Rla' QQQ'@RN":IgNN'NN' ﬁ%ﬂd'ﬂ&' Q0,000 ﬁ‘(’%&’?&l'ﬁla Id‘:!'&lq'q‘:lﬁ'

&)

QA RAR QRN G D RS QA L 343
SR RIS 3034 3§



Donations relief

7.

A person who makes a qualifying donation in an Income Year in which

the person is resident in Bhutan is allowed a deduction in respect of the

person’s total assessable income equal to the lower of:

(1)
2)
(a)
(b)

5 per cent of the person’s adjusted income for that Income Year; or
where:

the donation is in cash, the amount of cash donated; or

the donation is made by way of asset, the value of the asset as may
be determined by the Ministry or such other person appointed by

the Ministry; or

For the purposes of paragraph 7, a donation is a qualifying donation if:

(1)

2)

3)

it is a donation of cash or such other assets as may be approved by

the Ministry;

the donation is made to a non-profit body that supports the one of

the following causes:

(a) relief fund for natural calamities in Bhutan;

(b) preservation and promotion of religion and culture in
Bhutan; or

(c) promotion of sporting, educational and scientific activities
in Bhutan; or

the donation is made to a registered political party; and
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(4) prior written approval has been obtained from the Ministry for the

donation to qualify for deduction under subparagraphs (1) and (2).

Health Contribution
9. Health contribution paid to the recognized agency by an individual,

shall be allowed as deduction for that Income Year.

Cap on reliefs
10.  The total amount of reliefs that a person may deduct in an Income Year
under this Schedule cannot exceed the person’s total assessable income

for that Income Year.

11.  For avoidance of doubt, any amount that is not deducted in an Income
Year as a result of paragraph 10 cannot be carried back to a past Income

Year and cannot be carried forward to a future Income Year.

Definition
12.  For the purposes of this Schedule:

(1) “adjusted income” means the sum total of assessable income from
each employment, business, investment, and other sources, less
the deductions referred to in paragraphs 1to 6; and

(2) “primary residence” has such meaning as may be prescribed by

regulations.
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SCHEDULE 7

SANCTIONS FOR OFFENCES

SI. | Section | Offence Sanctions upon conviction

No

1 685 Failure to file Liable to a fine equal to twice the tax
return or other amount which the Department assess-
documents by due | es or 400 days multiplied by national
date minimum wage, whichever is higher;

or petty misdemeanour; or both.

2 687 Failure to comply [ Liable to a fine of national minimum
with court order to | wage per day from the date of con-
file return or other | viction till the date of compliance; or
documents misdemeanour; or both.

3 688(1) | Third party failing | Liable to a fine not exceeding 400
to comply with days multiplied by national minimum
notice under sec- | wage; or misdemeanour; or both.
tion 456

4 688(2) [ Entering closed Liable to a fine of 200 days multi-
premises without | plied by national minimum wage; or
permission petty misdemeanour; or both.

5 688(3) |Rescuing or at- Liable to a fine not exceeding 2000
tempting to rescue | days multiplied by national minimum
seized or distraint | wage; or misdemeanour; or both.
prop6rty
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6 688(4) [ Disrupting the Liable to a fine not exceeding 2000
seizure or distress | days multiplied by national minimum
of property wage; or misdemeanour; or to both.

7 688(5) [Departing or at- Liable to a fine not exceeding 2000
tempt to depart days multiplied by national minimum
Bhutan in contra- | wage; or misdemeanour; or both.
vention of depar-
ture prohibition
order

8 688(6) | Failure to comply | Liable to a fine not exceeding 2000
with asset preser- | days multiplied by national minimum
vation order wage; or misdemeanour; or both.

9 690(1) |Maintaining Liable to a fine equal to twice the tax
fraudulent records | amount which the Department assess-
recklessly or es or 400 days multiplied by national
without reasonable | minimum wage, whichever is higher;
excuse or value-based sentencing; or both.

10 690(2) |Recklessly or Liable to a fine equal to twice the tax

without reasonable
excuse making
false or misleading

statement

amount which the Department assess-
es or 400 days multiplied by national

minimum wage, whichever is higher;

or value-based sentencing; or both.
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11 690(3) |[Filing of fraudu-
lent document
recklessly or

without reasonable

Liable to a fine equal to twice the tax
amount which the Department assess-
es or 400 days multiplied by national

minimum wage, whichever is higher;

misleading state-
ment wilfully with

intent to evade tax

excuse or value-based sentencing; or both.

12 692(1) | Maintaining Liable to a fine equal to twice the tax
fraudulent records | amount which the Department assess-
wilfully with in- [ es or 400 days multiplied by national
tent to evade tax | minimum wage, whichever is higher;

or value-based sentencing; or both.

13 692(2) | Making false or Liable to a fine equal to twice the tax

amount which the Department assess-
es or 400 days multiplied by national
minimum wage, whichever is higher;

or value-based sentencing; or both.
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14 692(3) |[Filing of fraudu- [ Liable to a fine equal to twice the tax
lent document wil- | amount which the Department assess-
fully with intent to | es or 400 days multiplied by national
evade tax minimum wage, whichever is higher;

or value-based sentencing; or both.

15 694 Obstructing a Liable to a fine not exceeding 400
taxation officer days multiplied by national minimum

wage; or violation; or both.

16 696(1) [ Directly or indi- Liable to a fine equal to the unlaw-
rectly asking for [ ful payment received; or value-based
unlawful payments | sentencing; or to both.
or rewards

17 696(2) | Collusion by a Liable to a fine equal to the unlawful
taxation officer payment received; or misdemeanour;

or both.

18 696(3) |[Giving ofundue [ Liable to a fine not exceeding 400
advantage or favor | days multiplied by national minimum
by taxation officer |wage; or misdemeanour; or both.
to self or another
person
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19 696(4) |Failure to prevent | Liable to a fine not exceeding 400
or report commis- | days multiplied by national minimum
sion of an offence | wage; or violation; or both.
under the Act

20 696(5) | Exercise of power | Liable to a fine not exceeding 400
or performance of |days multiplied by national minimum
duty or function | wage; or misdemeanour; or both.
by a taxation of-
ficer that involves
conflict of interest
Provision of tax Liable to a fine not exceeding 400
advisory or other | days multiplied by national minimum
related services by [ wage; or misdemeanour; or both.
a taxation officer
Disclosure of Liable to a fine not exceeding 2000
confidential infor- | days multiplied by national minimum
mation or docu- wage; or misdemeanour; or both.
ment by a taxation
officer

21 697(1) |Offering unlawful | Liable to a fine equal to the unlawful
payments or re- payment awarded; or value based; or
wards to a taxation | both.
officer
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intimidating or
harassing a taxa-

tion officer

22 697(2) [Collusion or at- Liable to a fine equal to the unlawful
tempted collusion | payment received; or misdemeanour;
with a taxation or both.
officer

23 697(3) |Impersonating a Liable to a fine equal to the unlawful
taxation officer payment awarded; or misdemeanour;

or both.

24 697(4) |Disclosing confi- | Liable to a fine not exceeding 2000
dential informa- days multiplied by national minimum
tion or document | wage; or misdemeanour; or both.
by a person other
than a taxation
officer

25 698 Threatening, Liable to a fine not exceeding 2000

days multiplied by national minimum

wage; or misdemeanour; or both.
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