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In brief

What happened?

The Government of Bermuda's Ministry of Finance recently released a public consultation paper on the
administrative provisions of the Corporate Income Tax (CIT). This follows the enactment of the Corporate Income
Tax Act 2023 and the Corporate Income Tax Agency Act 2024, which establishes the Bermuda Corporate Income
Tax Agency (the Agency) responsible for administering CIT laws. The consultation period is open from August 8,
2024, to September 5, 2024, with a subsequent consultation paper expected to contain the draft legislation, based
on feedback.

Why is it relevant?

The release of the public consultation paper on the administrative provisions of the CIT is designed to help affected
Bermuda entities understand the registration requirements, the return filing process, the timing of payment
obligations, and the applicability of the penalty and interest regimes.
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Action to consider

Bermuda entities that are subject to the CIT should review the consultation paper and assess the impact of the
proposed administrative provisions on their operations, prepare to register with the Agency by the stipulated
deadlines, ensure systems are in place for accurate and timely CIT return filing and payment, and provide feedback
to the Ministry of Finance during the consultation period to address any concerns or clarifications needed.

The current consultation paper provides certain details related to a number of administrative provisions, as outlined
below:

Registration requirements

Entities must register with the Agency by March 31, 2025, or within 60 to 90 days of meeting the criteria to be
treated as a Bermuda Constituent Entity (BCE). Registration will take place via the Bermuda Tax Portal, where
entities will receive a Taxpayer Identification Number (TIN). Entities must provide detailed information about their
broader group, including the ultimate parent entity and filing BCE.

Tax return filings

Filing BCEs are required to submit CIT returns for their BCE groups annually, including all necessary information,
accounts, and statements. Returns are due by the 15th day of the 10th month following the fiscal year-end (e.g.,

the following October 15 for BCE groups with a calendar fiscal year). Amendments to previously filed returns are

permitted under specific conditions, and supporting records must be retained for seven years.

Enquiries

The deadline for the Agency to raise an enquiry into a return is the later of three years after either the stipulated
filing date or the date on which the CIT return was actually filed. This deadline may be extended based on mutual
agreement between the filing BCE and the Agency.

Payment of taxes
Installment payments

Taxes are paid in installments. The first installment is due by the 15th day of the 8th month after the beginning of
the fiscal year, amounting to 50% of the expected tax liability for the year or a safe harbor backstop based on
projected annualized earnings. The second installment is due by the 15th day of the 12th month after the beginning
of the fiscal year, bringing the total installments to 90% of the expected tax liability for the year or the safe harbor
backstop. Further guidance will be provided on the information required to support the calculation of these
estimates.

Final payment

Upon filing the CIT return, a "true-up" payment must be made no later than the due date of the return, regardless of
when the return is filed. Payment can be made by the filing BCE on behalf of the underlying group entities.
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Interest and penalties

Overpaid taxes will accrue interest at a published reference rate, beginning 90 days after the return is filed.
Companies can elect to apply the overpayment to future amounts due. In contrast, underpayment of tax will accrue
interest at the published reference rate plus 150 basis points, calculated from the date of the respective first,
second, and true-up installments.

Civil penalties will be prescribed for late returns, either as fixed penalties over time, tax-geared penalties, or a
combination of both. Non-civil penalties also may be considered in appropriate circumstances.

See also

For prior coverage of the CIT, please refer to our other Tax Insights: “
” (October 13, 2023); “
” (November 21, 2023); and “
” (January 17, 2024).
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