
Business income tax guide 

Introduction 

This guide is designed to help you understand business income tax (BIT) and 
complete business income tax returns. The guide explains how the Revenue Act 
2016 (referred to as “the Act”) needs to be applied. The Act is supplemented by 
regulations made in 2017 (“2017 Regs”) and in 2019 (“2019 Regs”).  

The commentary in this guide explains how the law will work, but does not replace 
the law. For more information, refer to the Act and Regulations – references are 
included to the relevant provisions for more information. Sections are referred to in 
this guide as s. For example, a reference to Act s68 is a reference to section 68 of 
the Act. The Revenue Act and Revenue Regulations made in 2017 and 2019 are 
published on the MoFD website.  

The guide also explains the main income and deduction items that are included in 
each section of each return. A new business Income Tax return form has been 
designed for the use of large taxpayers to return business income tax.  

For practical questions, staff at IRD offices are happy to answer your enquiries and 
assist you with completing forms. The registration unit in Head Office can explain 
registration requirements and help you register and update your registration details. 
Staff at your local IRD Office can provide advice about the revenue law as it applies 
to you. Staff can be contacted in person, by phone or by email. 

Who pays business income tax 

For 2020, business income tax will apply on 2019 year profits to taxpayers that have 
been identified as large by the MoFD’s Inland Revenue Department (IRD). 

About business income tax 

How business income tax is paid and calculated 

Business income tax is calculated on an annual basis, and the final liability for 
business income tax is worked out after the end of the income year, when the 
accounts are finalised and profit for the year becomes certain.  

During the year, advance payments of business income tax are made by importers 
at the rate of 0.5% of the value of the goods imported. Credit is allowed for this when 
working out the annual liability for business income tax after the end of the tax year. 
The credits reduce advance payments of provisional tax made during the income 
year, and after the end of the year when the final business income tax return for the 
previous year is completed. 

http://slmof.org/inland-revenue-laws/
http://slmof.org/revenue-act-regulations-2017/
http://slmof.org/revenue-act-regulations-2019/
http://slmof.org/inland-revenue-contacts/


Annual tax formula. Business income tax is worked out using a simple formula: 

1. Work out total business income, which is the amount of business income 
subject to tax 

2. Subtract the deductions for expenses and other things, such as depreciation, 
that can be claimed. 

3. The difference is the taxable income, or net loss where the allowable 
deductions exceed the total income 

4. Work out the gross tax at 10% on the taxable income. In the case of a net 
loss, no tax is payable. 

5. Deduct the tax credits for taxes that can be claimed. These are business 
income tax paid on imports and some foreign taxes. 

6. Add on administration tax (2% of taxable income)  
7. Add on stamp tax (2.5% of the sum of gross tax and administration tax). 
8. The result is the tax payable for the year. If the total is negative, a refund may 

be payable. 

For taxable income, the Act uses the term “chargeable income” (Act s67), which is 
referred to here as taxable income in line with standard terminology internationally. 

If the calculation according to the Revenue Act results in a loss for the year, no 
business income tax is payable and the loss may be carried forward and allowed as 
a deduction against tax payable in the next year. 

Income items 

Total income. The total income shown on the business income tax return is the 
gross income according to the Act (Act s68). While gross income is defined to 
include business income, employment income and property income (Act s71), in 
practice, any employment income of an individual who carries on a business will be 
subject to payroll tax and should not be included in your business income tax return, 
and should not be taken into account when working out provisional tax. 

Business income Business income (Act s69) includes amounts of income that are 
derived by a person in carrying on a business, whether of a revenue or capital nature 
or that are included under the Act. “Derived in carrying on a business” means that an 
amount received or accrued has a connection with a business. For example, sales 
are clearly connected with the business. On the other hand, a gift received by an 
individual from a family member at Eid is personal in nature and not connected to the 
business. However, a gift received through a business relationship is connected with 
the business – it is also specifically included in business income under Act s68(1)(e). 

Business income may be declared on a cash (when it is received) or accrual (when it 
is earned) basis at the option of the taxpayer, as long as the same basis is followed 
consistently. This is explained in the cash and accrual bases section below. 

Property income Property income (Act s71) includes dividends, annuity, natural 
resource payments, rents, royalties, and other income derived from property. If a 



business subject to business income tax is carried on by an individual, rental income 
is separately declared and taxed in a rental income tax return. If the business is 
carried on by another type of entity, rental income is declared as property or 
investment income in the business income tax return. 

Gross profit: sales, purchases and trading stock 

Gross profit. The gross profit shown on your return is the gross amount you derive 
from trading or manufacturing goods, or your gross income from providing services. 
For most businesses this would be a profit, in some cases the gross profit could be 
negative.  

The basic formula for calculating gross profit is as follows: 

1. Work out gross sales derived in the income year 
2. Deduct cost of sales (also called cost of goods sold) during the year. Cost of 

sales is worked out as 
a. Opening inventory of trading stock (stock at the beginning of the 

income year) 
b. Add purchases of trading stock made during the year 
c. Deduct closing inventory of trading (stock at the end of the income 

year) 

Gross sales. This is the total “gross” (before any deductions) income from sales, 
commissions and other fees that is derived from trading.  

Cost of goods sold. As noted above, for a trading business this is calculated by 
working out opening inventory of stock on hand, adding purchases, and deducting 
closing inventory. 

Opening inventory. This is the value of stock on hand at the beginning of the 
income year. Various methods for valuing stock may be used by taxpayers, as long 
as they are consistently used. For more information, see the section below on 
trading stock. 

Closing inventory. This is the value of stock on hand at the end of the income year. 
The valuation method used for working out opening inventory must be the same 
method used for closing inventory. 

Purchases. For traders who buy and sell goods, purchases is the total cost of 
purchasing goods and services from all sources, imported or domestic. The value of 
purchases should include of any duties or taxes charged on them. 

For manufacturers, the purchases amount on the return should show the total cost of 
manufacturing the goods. This may be a combination of direct manufacturing costs 
relating to the goods and indirect overheads that are allocated across the cost of 



manufactured goods. Care should be taken to ensure that the returned income does 
not double count deductions for overheads where they are claimed as purchases. 

Other income rules 

Other taxed income. Business income (Act s69) should include the following items. 
Special rules for calculating some items are shown in the list: 

 Gross profit (sales less cost of sales) 

 Fees and commissions received 

 Foreign or repatriated income 

 Gains on disposal of capital assets (Act s99-104) 

 Gains from foreign currency debts (Act s98) 

 Bad debt recoveries and recouped expenditure (Act s112) 

Exempt income. Some taxpayers, and some income types, are exempt from 
income taxation (Act s.72), including the following: 

 Organisations and people entitled to diplomatic immunity or privileges 

 Income of a Government or local authority  

 Certain international organisations listed in the second schedule to the Act 

 Exempt organisations (some income of exempt organisations is taxed under 
s72(f)) – see below 

 Certain income of investors provided with exemptions under other laws (e.g. the 
Foreign Investment Law), under international investment agreements (e.g. those 
under petroleum production sharing agreements) and under mineral concession 
agreements 

 Income exempted under technical assistance agreements 

An exempt organisation (Act s2) is any of the following, if it has been given a ruling 
by the Ministry confirming it is exempt: 

 An amateur sporting association 

 A religious, charitable, or educational institution of a public character 

 A trade union, employees’ association, or association of employers 

 An association for promoting farming, mining, tourism, manufacturing, or   
commerce and industry in Somaliland 

Residency and source of income.  

For a resident of Somaliland, taxed income includes income from a source inside 
Somaliland, and foreign income, which is income from a source outside of 
Somaliland. For a non-resident, gross income includes income only from sources 
inside Somaliland (Act s68(2)). 



Resident. An individual is a resident (Act s60) if their home is in Somaliland. An 
individual is also a resident if they are physically present for more than half of the 
year of income (183 days), or for more than one third of the year of income during 
the year of income and the preceding two years (122 days). A company is a resident 
(Act s61) if it was incorporated in Somaliland. It is also a resident if, during the year it 
has its management and control exercised in Somaliland, or undertakes the majority 
of its operations in Somaliland. A non-resident is anyone who is not a resident. 

A separate “non-resident withholding” tax is payable on certain payments made by 
Somaliland taxpayers to non-residents, including dividends, royalties, rent, interest, 
management charges, service contracts, shipping, air transport and 
telecommunications services (Act s129-132). The taxpayer needs to withhold the tax 
from the payment to the non-resident and pay the tax and file returns. Non-residents 
have no business income tax liability on such income as the tax has already been 
withheld and paid by the payer (Act s133) 

Source. The source rules are in Act s125 in detail. In general, income has a source 
in Somaliland where  

 In the case of sale or manufacture, the sale or manufacture occurred in 
Somaliland, including an export sale 

 In the case of income from property, such as rents or royalties, the property was 
situated or used in Somaliland 

Deductions for expenses and other items 

Deductions and non-deductible expenses. Deductions are expenses and other 
amounts that reduce your total income to work out your taxable income (Act s73). 

 There are limitations on the expenses allowed to be deducted against income (Act 
s73(2)). The main limitations are: 

 Expenses must relate to the earning of business income that is taxable. Any 
expenses that are of a personal nature, that aren’t connected to deriving taxed 
income, or are connected to deriving exempt income are not deductible 

 Where an expense is connected in part to taxed income and in part to exempt 
income or personal living costs, only that part that relates to the business should 
be deducted. The expense must be apportioned on a reasonable basis that can 
be clearly explained 

 Where the expenditure is of a capital nature (for example, to purchase a capital 
asset), its cost is not deductible, but the depreciation provisions set out how this 
cost can be claimed over time. The exception is expenditure on complete assets 
where the cost is up to USD 5,000. These can be deducted in the year of income 
they were purchased (Act s77) 

 Where an expenditure or loss can be recovered under insurance, a contract or an 
indemnity it is not deductible. 

 Income taxes, fines or penalties (A tax credit may be available in respect of 
foreign income tax paid) 



 Employee housing costs and pensions paid to any persons 

Particular deductions. 

This section deals with selected expenses which are included in separate blocks on 
the business income tax return. 

 Salary or wages. Costs spent on remunerating employees, including salaries, 
wages, benefits/allowances and employer contributions to superannuation funds 
are deductible (employee contributions to super funds cannot be deducted). 
Exclude any employment income tax/payroll tax paid, payments for life insurance 
of employees, pension payments or contributions to retirement funds. 

 Bad debts. (Act s75) The total of any bad debts written off as uncollectable 
during the year is deductible, if the income which gave rise to the debt is taxable. 
You cannot deduct doubtful debts; the debt must have been written off to be 
deductible for tax purposes. If a bad debt that has been written off is later repaid, 
it should be included as other income (Act s109). 

 Insurance. This is the total cost of insurance premiums related to the business; 
for example insurance on business vehicles and other business assets. Life 
insurance premiums are not deductible. 

 Repairs and maintenance. This is the total cost of routine repair and 
maintenance of business assets (Act s77) However, major repairs which would 
amount to recreating a business asset are subject to the depreciation rules. 

 Deductible taxes and trade licences This is the cost of taxes and trade licence 
fees that are deductible. As noted above, income taxes and fines are not 
deductible. 

 Travel and training expenses (Act s84) Only business costs can be claimed 
and any personal element of such expenses should be excluded. For individuals, 
the cost of travel between home and work is a personal expense rather than a 
business expense; it is a cost to enable persons to get to a place where they can 
earn income rather than a necessary expense in earning taxable income. 

 Meals, refreshment and entertainment – this is the total cost spent on meals, 
refreshment and entertainment that is directly related to the business and is not 
personal. Any personal element of such expenses should be excluded from the 
claim. These expenses can only be deducted in two circumstances. The first is 
where payment is made in respect of an employee and employment income 
tax/payroll tax had been paid on that benefit. The second is where the nature of 
the business is provision of meals, and persons paying for meals pay the market 
rate for meals (Act s74). 

 Other expenses Other business expenses for which the Act provides 
deductibility rules include start-up costs of a new business (Act s81), amortisation 
of intangible assets such as copyrights, patents and trademarks (Act s82), 
scientific research expenditure (Act s83), cash donations made to charitable 
organisations, up to 5% of total expenses claimed (Act s85), mineral exploration 
expenses (Act s87), losses arising from the disposal of assets and foreign 
currency debt losses. 

 Losses carried forward Where net income in a year is a loss (expenses exceed 
gross income) no tax is payable, and the loss can be carried forward to be 
claimed against income in the next income year.  



Depreciation 

Where an asset is a capital asset it typically has a useful life over a period of years. 
Depreciation is the write off of the cost, and write down of the value of the asset, 
over its useful life. There are specific rules for calculation of deductions for 
depreciation, which provide for amounts that should be included in total income in 
some cases. (Act s78). Details of depreciation must be included in the Appendix to 
the business income tax return.  

Depreciation calculation. Most types of capital assets are allocated to a pool of 
assets to which the same rate applies, and a deduction for a percentage of the 
calculated value of the pool is allowed according to the depreciation rate, with the 
part of the value not deducted being the value carried forward to the next year of 
income. Special rules are discussed below, but in general the calculation works in 
this way: 

1. The opening value at the beginning of the year of assets in the pool is the 
closing value at the end of the previous year. To avoid the need for 
recalculations for past years, in the first year of using business income tax 
returns, the opening value will be the value of depreciable assets in the 
taxpayer’s books of account 

2. Add the cost of new assets purchased and put into service during the income 
year, less any initial allowance for new plant and machinery (explained below) 

3. Take off the amounts received on sale of assets in the pool (but not to 
produce an amount below zero). The result is the written down value of the 
pool 

4. The depreciation deduction allowable is the sum of 
a. the relevant percentage of the written down value and 
b. any initial allowance for new plant and machinery 

5. The opening value for the next year is the written down value less the 
depreciation deduction allowed.  

Depreciation rates: There are four standard depreciation rates, and assets acquired 
are allocated to a pool according to which rate applies. There is a separate rate for 
industrial buildings, with different calculation rules to the above (Act Schedule 5). 
The rates, and the assets to which they apply, are as follows: 

a. 40% – computers and data handling equipment 
b. 35% – automobiles, buses and mini-buses which seat less than 30 passengers; 

goods vehicles which can carry less than seven tonnes; construction and earth 
moving equipment 

c. 30% – buses which seat 30 or more passengers; goods vehicles which can carry 
seven tonnes or more; specialised trucks; tractors; trailers and trailer-mounted 
containers; plant and machinery used in farming, manufacturing or mining 

d. 20% – vessels, barges, tugs and similar water transportation equipment; aircraft; 
specialised public utility plant, equipment and machinery; office furniture, fixtures 
and equipment; any depreciable asset that doesn’t fit one of the other categories. 

e. 5% – industrial buildings 



Note, depreciation rates for items a. to d. above are claimed on a declining value 
basis. This means that the percentage depreciation rate is applied to the opening 
book value, plus additions and minus disposals, each year, which generally means 
the amount of depreciation claimable will reduce each year. The depreciation rate for 
item e. above is claimed on a straight-line basis with the percentage depreciation 
rate applied to the original cost of the asset, with equal amounts of depreciation 
claimable each year 

Industrial buildings. These are buildings used in manufacturing, mining or research 
and development, or approved hotels, hospitals or commercial buildings. Each 
industrial building is claimed differently to moveable assets. 5% of the construction 
cost of the asset less any additional allowance deduction is allowed in each year. In 
the year the industrial building is first placed into service the 20% initial allowance is 
added on, so that the effective claim for the first year is 25% of the construction cost. 
If the building is sold the purchaser may continue to claim the construction cost if the 
purchaser is subject to business income tax. 

Initial allowance. Accelerated depreciation exists for newly used plant, machinery 
and industrial buildings (Act s79). An initial allowance of depreciation is an additional 
depreciation deduction that applies to plant, machinery or industrial buildings first put 
into service during the income year, other than vehicles, household appliances, or 
office or household furniture or fittings. The initial allowance applies to the cost of the 
item, and the amount of the allowance is the following percentage of cost: 

 20% for newly used industrial buildings, 

 50% for eligible plant or machinery newly used in Hargeisa 

 75% for eligible plant or machinery used outside Hargeisa.  

Part business use. Claims for assets used partly in the business and partly privately 
should be apportioned on the basis of the percentage of business use during the 
year. For example, if a vehicle travels ½ its distance for business purposes during 
the year and ½ for private purposes, the depreciation claim is ½ of the amount that 
could be claimed if the vehicle was only used for business purposes. Claims for 
depreciation on industrial buildings should also be apportioned unless the non-
business use is less than 10%. 

Low pool value. Where the written down value at the end of the year is less than 
$500, a deduction is available for this amount and the written down value is reduced 
to nil. 

First year of application of business income tax. Many taxpayers may need to 
alter the amount of depreciation shown in their financial statements to reflect the 
maximum they are entitled to claim for tax purposes. To avoid the need of 
recalculating depreciation for all assets since they were acquired, the opening book 
value of the assets as shown in financial statements as at 1 January 2019 will be 
accepted but depreciation claims for the 2019 tax year will be based on the rates in 
the Appendix to the business income tax return.  



Cars. Where the cost of a car that can be depreciated exceeds Slsh 60,000,000, the 
cost for depreciation purposes is limited to that amount, and the excess cannot be 
depreciated. 

Accounting for income and deductions 

Currency 

Amounts in the business income tax returns should be shown in Somaliland Shillings 
(slsh) in thousands. For example, where the amount of a deduction is slsh 100,000, 
show the amount is 100. Where income is derived or expenses are incurred in 
foreign currencies, the relevant amounts should be converted into slsh using the 
Somaliland Central Bank mid-rate as at the date the relevant income is derived or 
expense or outgoing is incurred. (Act s107) 

Cash and accruals bases of accounting 

Income and expenses for tax purposes need to conform to generally accepted 
accounting principles. Subject to this requirement, income can be shown on an 
accruals basis or on a cash basis. 

Cash or accruals basis. Under the cash basis of accounting, income is derived 
when the income is actually received and expenses are claimed when they are 
actually paid (Act s92). Under the accruals basis of accounting, income is included in 
the tax year in which the taxpayer becomes entitled to receive the income, for 
example. when the work is done, rather than when payment for the work was 
received. Similarly, expenditure is claimed when it becomes payable, which is when 
the work is performed and the liability can be ascertained (Act s93).  

Accounting and Tax income. Businesses have two methods available to claim 
expenses on their return. They may show the amounts of deductions calculated 
according to the tax laws. Alternatively, they may show the amounts of particular 
expenses and other deductions on their returns according to their books of account 
and make adjustments to reflect expenses for tax purposes under the block for non-
deductible expenses. For example, assume depreciation is calculated at Slsh 
5,000,000 for accounting purposes, but only Slsh 4,500,000 for tax purposes. The 
business has the option of showing Slsh 4,500,000 in the depreciation field on the 
return form, or showing slsh 5,000,000 in the depreciation field and including 
slsh 500,000 in the separate field for add back of non-deductible amounts. 

There are further tax accounting rules for deferred deductions for some prepaid 
expenses (Act s94), for recognising income and deductions relating to long term 
contracts that extend over two or more income years (Act s96), for income and 
deductions respectively for foreign currency debt gains and losses (Act s98) and 
gains and losses on disposal of assets (Act s99-104), and for income and expenses 
relating to finance leases (s109) 



Trading stock valuation 

Taxpayers should calculate opening and closing stock on a consistent basis, and 
according to generally accepted accounting principles. There are a number of 
different valuation methods and rules for calculating trading stock available in 
particular circumstances (Act s97). 

 Taxpayers who operate on a cash basis may calculate trading stock on the basis 
of prime cost or absorption cost, but taxpayers who account for income on an 
accruals basis must use absorption cost 

 Where individual items of trading stock cannot be readily differentiated, trading 
stock can be calculated using either the first-in-first-out method or the average 
cost method 

 The closing value of trading stock is calculated on the basis of the lower of cost 
or market value 

 Where a taxpayer first commences business, the opening value of trading stock 
is the market value of the stock 

 In the 2019 return of income, taxpayers may show the opening value of trading 
stock that is shown in the accounts rather than having to retrospectively 
recalculate trading stock using a different method. 

Each of these methods of valuation is defined in Act s97(3). 

Tax credits 

Tax credits are amounts that reduce the gross tax payable. Credit is allowed in the 
business income tax return for the following items: 

Foreign tax credit. Where a resident taxpayer pays foreign income tax on foreign 
source income that is taxable in Somaliland, a credit may be able to be claimed 
against tax payable that is the lesser of the foreign tax paid on the income, or the tax 
in Somaliland that is payable in respect of the income. (Act s127). Each foreign tax 
payment will need to be considered on a case by case basis, taking into account the 
foreign country where tax has been paid and its relationship with Somaliland. 

Business income tax paid on imports. Each advance payment of business income 
tax on imports – calculated as 0.5% of the value of the imported goods – is payable 
to Customs when the duties are paid on the imported goods. These advance 
payments of business income tax can be credited against the business income tax 
payable. 

Filing and payment of taxes 

As business income tax is calculated after the end of the year in which the taxed 
income is derived, advance payments of tax are made during the income year, and 
the final calculation and payment occurs after the end of the income year, with the 
advance payments credited (offset) against the final tax liability. 



Business income tax paid on imports. Each advance payment of business income 
tax on imports – calculated as 0.5% of the value of the imported goods – is payable 
to Customs when the duties are paid on the imported goods. 

Annual return and payment. The annual return and final payment of business 
income tax (if any) is 30 April in the next income year. The final payment is the 
balance of business income tax due (if any) after calculating the total tax payable, 
including administration tax and stamp tax, and reducing that total tax by the actual 
amount of business income tax paid on imports and foreign tax credits. 

Due dates for filing and paying business income tax 

The table below outlines the due dates for filing returns and paying taxes, during the 
2020 and 2021 years. 

Date Return filing and payment 

30 April 2020 Business income tax return for 
2019 profits to be filed and tax 
to be paid 

30 April 2021 Business income tax return for 
2020 profits to be filed and tax 
(any excess of business 
income tax over advance 
payments) to be paid 

 

Attachments to the business income tax return. 

In addition to the business tax return itself, taxpayers should include the following 
attachments: 

 Appendix about calculation of depreciation of business assets where any claim is 
made for depreciation (note that any initial allowance needs to be taken into 
account as well) 

 Where any foreign tax credit is claimed, details the foreign tax(es) claimed  

 Financial statements including the balance sheet (statement of assets, liabilities 
and capital at the end of the income year) and the profit & loss statement 
(statement of income and expenditure during the year for accounting purposes) 

Other rights and obligations 

Registration 

Any taxpayer who is liable to pay business income tax must register with the IRD. 
The IRD has information on its website about how to register and why registration is 
required. 



Recordkeeping 

Taxpayers must keep records of income, expenses and other matters that are 
sufficient to explain the information and amounts included in each tax return and 
other document filed with the IRD. The records must be retained for five years after 
the end of the income year to which the records relate. (Act s38). 

Keeping good records of income, expenses and capital items is also good business 
practice, as it helps you understand where your profits arise and how to maximise 
them. 

IRD service to you 

Under the IRD taxpayers charter, you are entitled to the following things 

 Assistance and help from the IRD to comply with the revenue laws, including 
explanations of forms and decisions made about you. 

 Treatment with respect, courtesy, dignity and impartiality 

 If you complain about a decision or object to an assessment, consider this 
carefully and respond to you as soon as possible 

 Respect your privacy and keep information you provide confidential. 

Audits, penal tax and offences 

Failure to register, file returns or pay tax 

It pays to register, and to file and pay tax on time, as the IRD has a programme of 
compliance activity to ensure taxpayers comply with the law. Following up on non-
compliance ensures the system operates fairly for all taxpayers, including the 
majority who comply with their obligations. 

Additional penalty tax is payable in case of late registration, filing or payment and a 
taxpayer who is not up to date with their tax obligations will not be issued with a tax 
clearance certificate. 

Audits of returns and default assessments 

Tax audits. Financial records and returns should be compiled with care and be 
accurate. Where the IRD has concerns that a taxpayer’s self-assessment is too low, 
it has powers to require taxpayers to provide further information and produce books 
and records (Act s40); and to access premises, inspect and if necessary, seize 
books and records (Act s39). IRD staff are required to keep returns and information 
they obtain in carrying on their duties confidential (Act s37). 

The IRD has commenced a program of auditing the returns of selected taxpayers to 
verify the amounts declared and claimed where there is concern about a particular 

https://slmof.org/taxpayers-charter/


return. Audit cases are selected according to set criteria. If the tax returned and paid 
is incorrect, the IRD may issue its own assessment of tax following an audit, with the 
difference payable, including penal tax and late payment fee as required by the law. 

A claim for a deduction may be disallowed if a taxpayer is unable to produce a 
receipt or other record of the transaction, or to produce evidence about the 
circumstances that result in the deduction claimed. 

Taxpayers are required to provide reasonable facilities and assistance to auditors, 
and obstructing officers in carrying out their duties such as audits is an offence under 
the Revenue Act. 

Additional penal tax may be payable if the taxpayer has made a false or misleading 
statement in a return or to a tax officer that results in the self-assessed tax being too 
low. 

Default assessments. For cases where taxpayers fail to file returns on time, the 
IRD has a program of default assessments of tax. Where a return has not been filed 
the IRD may issue an assessment of tax based on an estimate of your tax for the 
period, including any penal tax payable, and tax is payable under this assessment 
and the recovery rules apply. A taxpayer may have a default assessment cancelled 
by filing a correct return for the relevant tax period. 

 


