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Preamble

In pursuant to Sections 5, 202 and 362 (e) of the Financial Services Act of
Bhutan 2011, the Royal Monetary Authority of Bhutan hereby has adopted
the Rules and Regulations for the registered Private Money Lenders and
repeals the Private Money Lending Rule and Regulation 2020 to establish
proper systems of permitting and regulating private money lending business

in Bhutan.

1. Short title, commencement and extent

1.1 This rule & regulation shall:

1.1.1 Be called “Rules and Regulations for the Registered
Private Money Lenders 20217 (third version);

1.1.2 Come into force on 1st day of the November month of
2021; and

1.1.3 Apply to all persons as defined in these Rules and

Regulations.

2. Purpose
2.1  The purpose of these rules and regulations is to:

2.1.1 Regulate private money lending business;

2.1.2 Ensure that private money lending business is brought
under the purview of the financial sector through the

application of these rules and regulations;

Rules & Regulations for the Registered Private Money Lenders 2021 1
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2.1.3 Minimize threat to the financial system and enhance the

effectiveness of monetary policy and management; and

2.1.4 Prevent related litigations and adverse socio-

economic consequences arising thereof.

3. Registration and scope of activity

3.1 A person intending to engage in private money lending busi-
ness shall obtain a registration certificate from the Authority as
per the provisions laid down in these rules and regulation by
submitting an application in the prescribed format given under

Annexure A.

3.2 Notwithstanding clause 3.1, a person (other than a registered
private money lender) shall not lend above Nu. 90,000.00 to a
single borrower or an aggregate of Nu. 90,000.00 to multiple
borrowers without obtaining a registration certificate from the
Authority.

3.3  An applicant shall have a minimum capital of Nu. 500,000.00
(Nu. five hundred thousand only) to obtain a registration certif-

icate from the Authority.

3.4  An applicant for registration certificate shall submit the bank
statement showing that the applicant had Nu. 500,000.00 (Nu.
five hundred thousand only) for the last six months and submit
tax returns for the last two years issued by the Department of

Revenue & Customs.
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3.5

3.6

3.7

3.8

3.9

3.10

Aregistered private money lender, with a registration certificate
from the Authority shall lend a maximum of Nu. 500,000.00 to
a single borrower and shall not lend beyond the total amount

authorized by the Authority.

A registered Private Money Lender shall not be permitted to
lend beyond the maximum amount stipulated under clause 3.5

above.

An applicant shall provide non-refundable registration fee of
Nu. 2,500.00 (Ngultrum Two thousand five hundred only) in
cash/draft/cheque in favour of the Authority. The Authority

shall review the quantum of fee from time to time.

The registration certificate under this Rule & Regulation shall

be non- transferable to any person.

The Authority may approve or reject an application within a
period of twenty (20) working days from the date of submis-

sion of application with complete documents.

The registration certificate shall be valid for one year. Applica-
tion to renew the registration certificate along with the renewal
fee of Nu. 1,000.00 (Nu. one thousand only) shall be submitted
thirty (30) days before the expiry of the current certificate.

Rules & Regulations for the Registered Private Money Lenders 2021 3
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3.11 If a registered Private Money Lender fails to renew the regis-
tration certificate before the expiry date of the current regis-
tration certificate, the same shall be automatically cancelled.
However, if a registered Private Money Lender desires to carry
out the business of money lending again, he shall apply for a
new registration certificate, subject to fulfilment of all require-

ments stipulated in these rules and regulations.

3.12  Any lending carried out between the period after the expiry of
the registration certificate and before obtaining the approval for

renewal of the registration certificate shall be illegal.

3.13 Aregistration certificate shall not authorize a registered Private
Money Lender to carry out business under more than one name

or under any name which includes the word “bank™.

3.14 The Authority reserves the right to reject the application for

registration certificate based on the following grounds:
3.14.1 An applicant is not a citizen of Bhutan;
3.14.2 An applicant is a public official;

3.14.3 An applicant is incompetent, a minor or a person of
unsound mind or is declared bankrupt, or who has a

criminal record;

3.14.4 The earlier registration certificate of the applicant has
been cancelled by the order of a Court;

Rules & Regulations for the Registered Private Money Lenders 2021 4
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3.14.5 An applicant has availed loan from one of the Financial
Institutions and the loan has become Non-Performing
Loan (NPL);

3.14.6 An earlier registration certificate has been cancelled on

the ground of being transferred to another person;

3.14.7 Has failed to provide all the documents as required

under Annexure A; and

3.14.8 Has failed to fulfil any additional criteria as prescribed
by the Authority from time to time.

3.15 Aregistered Private Money Lender shall commence operation
of his business only upon submission of a copy of trade licence
to the Authority.

3.16 The Authority shall cancel the registration certificate based on
the following:

3.16.1 Failure to comply with any of the provisions under these

rules and regulations;
3.16.2 Failure to renew registration certificate;
3.16.3 Declaration of bankruptcy by a Court of Law;

3.16.4 Cancellation of registration certificate by a Court of

Law; or

3.16.5 Failure to fulfil other criteria specified by the Authority

from time to time.
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3.17 If the registration certificate has been cancelled by a court of
law or because it was transferred to another person, a registered
Private Money Lender shall not be eligible to apply for a regis-

tration certificate for a minimum period of two years.

3.18 A registered Private Money Lender shall not be permitted to
lend a total loan of Nu. 5 (five) millions. If the lender wants to
lend beyond Nu. 5 (five) millions, a specific approval needs to
be obtained from the Authority.

4. Duties of an registered money lender

4.1 It shall be mandatory for a registered Private Money Lender
to execute a valid written contract with a borrower as per the
provisions laid down in the Evidence Act of the Kingdom of
Bhutan 2005 and Contract Act 2013.

4.2  Aregistered Private Money Lender shall carry out all due dili-
gence exercises on the borrower’s credit worthiness, including
obtaining credit reports from the Credit Information Bureau
(CIB) and Central Registry.

4.3  Aregistered Money Lender shall not accept any money deposit
in the form of cash, cheque or any other negotiable instruments

from any person, entity or the public.

Rules & Regulations for the Registered Private Money Lenders 2021 6
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4.4

4.5

4.6

4.7

4.8

4.9

The onus to verify and confirm any property being pledged as
security shall vest with a registered Private Money Lender. He
shall not transact or carry out any act which is deleterious to the

secured property under his custody.

Aregistered Private Money Lender shall keep all regular books

of accounts for the purpose of personal income tax and regula-
tory purposes.
A registered Private Money Lender shall not publicly solicit

business through advertisement or through the employment of

agents.

A registered Private Money Lender shall issue a duly signed

receipt to the borrower to acknowledge any loan repayment.

A registered Private Money Lender shall open a dedicated cur-
rent account for private lending business. All transactions, both
lending and repayment (interest and principal) shall be duly

routed through the banking channels (no cash).

A registered private money lender is prohibited from making
and signing any form of fraudulent agreement or he shall not

lend money beyond the ceiling prescribed by the Authority.
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AR angey

47

43

43

[EN

‘e

e

ﬁ*’ﬁ%‘”"@‘“’aﬁ&%ﬂﬂ' ﬁ"“ﬁﬁg""43":}{*'55"4"@‘1’@%'
6“4'5:'649&':1‘3’&1'5%3‘&1a'qn]qa“éq@"%q"{qﬁ:q@mﬁ' %&\'5:1‘
N gﬁm:ﬁﬁ'ﬁﬁ“&qﬂqﬂxﬁﬂ 'ﬂo"&ﬁ' {Hxﬁ@u‘qg‘ﬂ%‘
~ 'A' AvA v v A v“va vv v v, A v\v “ v v vv v Av
AR QA aﬁ'q g én] AFRRREANG H FIAN HR=R
nﬁﬁi’ﬂ%’%‘ %&N'aﬁqq&\r @m'mw@qﬁw&’ﬁ'ﬁawﬁ:q@m%
mq'&q'azw@ﬂ

~N [2N N_aa [2N N ~ [N
AR RAG RNy ApRARIGINRRGRENRRY
ng'ﬁnxﬁx’ﬁﬂaﬂx’ qx'n\]nw'marqﬁ'ﬂ'@'&qna‘qmm’%’qqmg’
Rl

N v v “' '\ v“v“ vA v >, v v v v v A 'A'v v
AN AG INAGISATN AN AR A=A

[2N N N .S\~
YRR
N N NS
HRARVIY IRAF S
~ N N

ANARY  SRFANR

¥4

2N oA AN A A\

LR ke S GBS

NN o . SN N oA~ e R e YU

qRERaReg gy
v Av vA VAV v v v

R EatY Eye

N 2 N_.aa o~ aN 2 a

S A S S

aa ~ ~ aN AN_A o

N'Sﬂ'l'ﬁ‘?ﬂ'qgﬂ'ﬁ' El':vrﬁ'g:l'nq'gx'ﬁ@lmama\'g':lsqwn]'

G

L =3
9

¥

TR qonySq Ry agaksgs
&'ﬂ]‘(’aﬂ'ﬂﬁ'&lgﬂ'ﬂa'm’{ %R’;qmw:ﬂﬁﬁ'&%ﬁ“
ﬁ?ﬁgﬂdn‘%‘qx&qﬁgq@w :153"11'sq'ﬁz:'q%m'&ﬁ'a'agﬁfm'
qsq'c?{mry(z(z,zsq'ala’{q'éqw[’ frﬁ‘@l’w’{q‘gx GRS
3§m'§ﬁ'qag'as'ﬂmmgn]'§' Em'ciq'qqg'%'?ém n}m'gﬁ' ﬁx'ﬁgm'
q%ﬂ%’rﬁq'%a%‘ﬁw *{q'éq'a%'n“]'ﬁ?ﬁm“{qquqm%‘ QA
RRFFN qﬁmﬁ]’ﬁ@um:@@mg:‘q%m% mn]'&q'GElQ'ﬁﬁ]"

Ty IINRYT SN AT Y ISR RRFINIF T 5045



5.1

5.2

53

54

5.5

5.6

Duties of a borrower

A borrower has a duty to repay loans as per the terms and
conditions of the agreement executed with the registered pri-
vate money lender. If the borrower fails to abide by the terms
and conditions stipulated in the agreement, the courts shall deal
with the borrower in accordance with the relevant laws of the

country.

A borrower shall declare and provide the pledged property free

of encumbrances with ownership title.

A borrower shall not take multiple loans by pledging the same

security.

The borrower shall issue a duly signed receipt to a registered
Private Money Lender to acknowledge any principal amount

received.

A borrower is prohibited from making and signing any form of
fraudulent agreement in contradiction to the Rules and Regula-
tions for the registered Private Money Lenders 2021 in collu-

sion with the registered private money lender.

A borrower shall not accept an interest rate charged more than
15% per annum in contradiction to Section 17(1) of Movable
and Immovable Act 1999 or amendment thereof. If the borrow-
er fails to abide by this provision, the courts shall deal with the

borrower in accordance with the relevant laws of the country.
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5.7 A borrower shall not issue any bill of exchange as a mode of
loan repayment without the sufficient balance in the bank ac-
count. If the court finds that the borrower has violated the same,
the courts shall deal with the borrower in accordance with the

relevant by-laws and laws of the country.
6. Interest rate

6-1 A loan contract document shall clearly stipulate the rate of in-
terest charged, failing which no interest shall be chargeable or

recoverable.

6.2  The interest shall be computed based on the simple daily prod-
uct method (simple daily interest = principal x rate x time/100
X 365).

6.3 A registered private money lender shall not charge an interest
more than 15% per annum and a borrower shall also not ac-
cept the interest higher than 15% per annum. If the court finds
that a lender has charged more than 15% per annum or if the
higher interest has been charged and clubbed with the principal
amount, the court shall set aside the interest calculation and
forfeit 25% of the principal amount. However, if the case is
not registered in the court of law and the Authority finds that
a lender has charged interest beyond 15% per annum, the Au-
thority shall take appropriate action/s in accordance with the
provisions of the Rules and Regulations for the Registered Pri-

vate Money Lenders.
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7.

Filing a recovery suit

7.1

7.2

A registered private money lender shall file the recovery suit
before the court within 3 year from the date of the breach of
agreement. If the registered private money lender fails to file
the case before the court within 3 years from the date of the
breach of agreement, the court shall set aside the interest from
the date of the breach of agreement and forfeit 25% from the

principal amount.

Courts may dismiss any monetary case during any stage of the
hearing, if the registered Private Money Lender has violated

any provisions of these rules & regulations.

Prohibition for use of middle person

8.1

No middle person shall be involved by a registered private

money lender or a borrower either to lend or borrow the money.

Other requirements

9.1

9.2

The applicant shall apply for a trade licence to the Ministry of
Economic Affairs after obtaining a registration certificate from
the Authority.

Upon receipt of a trade licence from the Ministry of Economic
Affairs, the applicant shall submit a copy of the same to the

Authority for record and verification.

Rules & Regulations for the Registered Private Money Lenders 2021 10
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9.3

9.4

9.5

9.6

The contract shall be effective according to its terms consented
between a registered Private Money Lender and the borrower

in line with the provisions of these rules and regulations.

A registered Private Money Lender shall undergo training on
Credit Information Bureau and Central Registry upon obtain-
ing the trade licence, before the commencement of its business

operations.

A registered Private Money Lender shall have its own office
with a sign board and registered telephone number/s in the tele-

phone directory.

A registered Private Money Lender shall appoint a dedicated
focal person for contact and correspondence with the Authority
and submit the details to the Authority.

10.  Penalty on registered private money lender

10.1

A registered private money lender found making any form of
fraudulent agreement in collusion with a borrower under the
Rules and Regulations for the registered Private Money Lend-
ers by the court, the court shall forfeit 25% of the total principal
amount and/or shall take other actions in accordance with the

relevant laws of the country.
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10.2 A borrower found making and signing any form of fraudulent
agreement in collusion with a lender under the Rules and Reg-
ulations for the registered Private Money Lenders 2021 by the
court, the courts shall deal with the borrower in accordance

with the relevant laws of the country.

11.  Reporting, inspection and disclosure

11.1  Aregistered Private Money Lender shall submit to the authori-
ty on a quarterly basis, information on loan portfolio, including
but not limited to the number of borrowers, loan outstanding in
the prescribed format (Annexure B). The report shall be sub-

mitted within one month of the end of the reporting period.

11.2  The Authority shall at any time, with or without prior notice
conduct the inspection on the books of accounts on the private

money lending and other related documents.

11.3 In the event that registration certificate is cancelled by a court

of law, the Authority shall be informed.

11.4 The Authority shall publish a list of all registered Private Mon-
ey Lenders on the RMA website. Any addition or alteration in
the list shall be published from time to time, as and when nec-

essary.
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12. General Provisions

12.1 Upon accepting the case either instituted by a registered private
money lender or borrower or the Office of Attorney General
upon reference by the Authority, the court shall interpret the
provisions of Rules and Regulations for the registered Private
Money Lenders 2021 in line with the Contract Act of Bhutan
2013 or Amendment thereof, the Alternative Dispute Resolu-
tion Act of Bhutan 2013 or amendment thereof, the Negotiable
Instrument Act of Bhutan 2000 and amendment 2021, the Mov-
able and Immovable Property Act of Bhutan 1999 or amend-
ment thereof, the Evidence Act of Bhutan 2005 or amendment

thereof and other relevant laws of the country, where applica-
ble.

12.2 The courts may accept all other monetary cases outside the
purview of the Rules and Regulations for the registered Private
Money Lenders 2021 based on a separate standard of proce-
dure (SOP) (formulated and implemented by the Judiciary) and
adjudicate the monetary suits, award penalties and judgements

in accordance with other relevant laws of the country.
13. Interpretation

13.1 The Authority shall have the power to interpret any provision
under this rule and regulation and its interpretation shall be fi-

nal and binding upon all parties.

Rules & Regulations for the Registered Private Money Lenders 2021 13
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14.

15.

16.

Rules of construction

14.1 In these rules and regulations unless the context indicates oth-
erwise, the singular shall include plural and the masculine gen-
der shall include the feminine gender.

Amendment

15.1 The addition, changes or repeal of any provision of these rules
and regulations shall be made by the Board based on the rec-

ommendation of the Management.

Definition

16.1 Unless a contrary intention appears from the context, the fol-

lowing words and expressions shall mean:

16.1.1 “Authority” means the Royal Monetary Authority of
Bhutan established by the Royal Monetary Authority
Act of Bhutan 2010.

16.1.2 “Board” means the Board of the Authority established
under section 28 of the Royal Monetary Authority Act
of Bhutan 2010.

16.1.3 “Fraudulent agreement” means making and signing
a bogus sale agreement or backdating the agreement
between a registered Money Lender and the borrower to
conceal the actual transactions in violation of these rules

and regulations.
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16.1.4 “Person” means a natural or juridical person intending
to engage in private money lending business as per the
provisions of these rules and regulations, except for
the public officials and companies, as defined in the

Companies Act of Bhutan.

16.1.5 “Private money lending business” means carrying out
money lending business as per the provisions of these

rules and regulations.

16.1.6 “Public official” means a natural person employed in
the civil service, armed forces, autonomous agencies,
constitutional offices, Financial Institutions, DHI and
its companies, State Owned Enterprises/other agencies
funded by the Government, Judiciary, National

Assembly and members of Parliament.

16.1.7 “Registration” means authorization by the Authority to
carry out the private money lending as per the provisions

of these rules and regulations.

16.1.8 “Registered Private Money Lender” means a person
who is granted a registration certificate by the Authority
to carry out the private money lending business (take it

under clause n0.16.6).

16.1.9 “Security” means both movable and immovable
properties taken as collaterals and mortgages for the

purpose of these rules and regulation
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Annexure A
FORM A (Application to RMA)

(Please ensure that this form is filled properly. In case of any clarifications, please feel free

to call or visit Legal Services Division of RMA subject to prior appointment).

In accordance with Section 3 of the Rules and Regulations for the registered Private Money

Lenders 2021, application form is required to be submitted by the applicant to the Royal

Monetary Authority for Registration Certificate to conduct the business of ..........c..c.........

(B)

A Ao A

—_
— O

Date of birth: ...
Citizenship ID card no (attach a copy): .......covvvviivininnnnn

WO ittt e
Dzongkhag: ..o
Present address: ......c.oovvviiiiiiii
Present occupation: ........oouveeiiiiiiii e
Place of buSINess: ......covvuiieiiii i
Total amount of capital to be invested: ........................

Source of capital: .........coviiiiiiii

In case the applicant is a juridical person:

1.

2.
3.
4

Name of the INStEULION: ....ccovvviiieieieeiiieeeeeeeecie e
AdAresS: ..ot

Place of BUSINESS: ..vvvviiiiiiii e e
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6. Total amount of capital to be invested: .................

(C) The completed application shall be addressed to the Governor, Royal Monetary

Authority of Bhutan with the following documents/information:

1.  Affidavit from a court of law indicating that the applicant does not have any
monetary case for the past two years on money lending;
Security clearance certificate;

3. Copy of the credit report from the Credit Information Bureau (CIB) and
Central Registry Report from the Authority;

4. Copy of tax return filed, if applicable; and

5. Any other necessary documents as prescribed by the Authority from to time
to time.

I, the undersigned, solemnly declare that the above information given in this application
form and other documents submitted on behalf of the proposed private money lending

business are true, complete and correct to the best of my knowledge and ability.

(Affix legal stamp)

Witness

NaAME: oo
CID NO. oottt
AdAresS.....ooveeiieiieeeeeee e
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