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Budget Notification for the Financial Year 2025-26

The Ministry of Finance is pleased to notify that the 34 Session of the Fourth Parliament has
passed the Budget Appropriation Act for Financial Year (FY) 2025-26 for a total appropriation
not exceeding Nu.138,451.163 million.

The details of budget appropriations for FY2025-26 are as under:
Nu. in Million

SLNo. | Broad Expenditure Classification Amount Percent
1 Recurrent 58,431.717 42.20%
2 Capital 60,730.085 43.86 %
3 Lending 1,864.145 1.35%
4 Repayment 17,425.216 12.59 %
Total 138,451.163 100 %

The budget for FY2025-26, the 2nd financial year of the 13t FYP, has been formulated in
consultation with the budgetary agencies towards “Accelerating Prosperity and Social
Transformation through Enterprise, Innovation, and Efficiency”. This calls for all budgetary
agencies to deploy creativity, systems thinking and efficient processes to be able to meet the
broader objective of the budget for the fiscal year.

The total estimated resources for the FY is Nu.97,772.614 million including internal resources
0f Nu.72,357.396 million and external grants of Nu.25,415.218 million. Considering the total
expenditure of Nu.119,161.802 million against the estimated resources of Nu.97,772.614
million, the fiscal deficit is Nu.21,389.188 million corresponding to 6.21% of the GDP.

With the focus on maintaining macroeconomic stability, sustainable economic growth and
prudent fiscal management, the following key fiscal targets will be pursued in FY2025-26:

Contain fiscal deficit within 5% of GDP;

Mobilize a domestic revenue of Nu.71,000 million;

Maintain recurrent expenditure within 80 percent of mternal resources; and
Maintain central government debt below 40% of GDP.
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To ensure that the allocated public resources are strategically leveraged in pursuit of growth
and macroeconomic stability as measured by the above key indicators, all heads of the
budgetary bodies shall exercise prudence and due diligence to prevent wasteful expenditure,
avoid cost overruns and drive efficiencies in all spending.

The following guidelines are issued for strict adherence and compliance during the
implementation of the approved budget for FY2025-26:

1. Expenditure Limit: All the budgetary bodies shall operate within the expenditure limit
set by Budget Appropriation Act FY2025-26 and refrain from carrying out any activity
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for which there is no budget allocation as per the following provisions of the Public
Finance Act 2007 and Amendment thereto:

Section 61: “Budgetary bodies shall expend public money only in accordance with
an appropriation under the Budget Appropriation Act.”

Section 62: “No budgetary bodies shall carry out activities for which there is no
provision in the Budget Appropriation Act.”

Section 63: “No budgetary bodies shall make commitments that have financial
implications beyond the limits authorized by the Budget and Appropriation Act.”

2. Operationalization of Performance-Based Budgeting and Financial Accountability
Framework

a.

b.

Financial Prudence: To reinforce fiscal discipline, enhance operational
efficiency, and ensure the timely delivery of public services, the Ministry in
collaboration with RCSC, has revised the financial prudence KPIs and
incorporated the following mandatory financial indicators into the
Performance Dashboards of Executives and P1 Chiefs in MaX:

i.  Productivity Savings: Agencies must achieve a minimum of 3% savings
from the controllable and activity-based recurrent budget funded by the
RGoB.

ii. Capital Budget Utilization: Agencies are required to achieve at least 90%
utilization of the capital budget measured based on both physical and
financial progress. The assessment will be based on the Key Deliverable
and Annual Work Plan (AWP), which shall be revised in alignment with the
approved budget of the FY.

These indicators are designed to promote responsible budget management and
ensure that financial performance is effectively aligned with the organizational
goals and outcomes. The MoF will assess and validate the achievements of these
KPIs at the end of the FY, and share the results with RCSC for the performance
evaluation of the executives.

Annual Monitoring: In accordance with the resolution of the 3rd Session of the
Fourth Parliament to implement Performance-Based Budgeting (PBB) as a
measure to address the persistent underutilization of capital budgets and to
enhance the effective use of allocated resources, budgetary agencies must revise
and finalize the AWP for FY2025-26 based on the approved budget. This will serve
as the basis for monitoring both the physical and financial progress of the agency’s
Key Deliverables for the FY. The results of this monitoring exercise will directly
inform the determination of the RGoB budget ceiling and allocation in the
subsequent financial years. To ensure consistency and standardization in
reporting, the prescribed AWP formats and monitoring frameworks are annexed
as follows:
e Annexure I - For Central Agencies:
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e Annexure II - For Local Governments (Dzongkhags and Thromdes).

3. Recurrent Budget: To ensure smooth delivery of public services, adequate recurrent
controllable budgets have been allocated within the estimated internal resources.
However, all the budgetary bodies shall continue to exercise prudence and drive cost
efficiencies to remain within the allocated block grant for Controllable Expenses and
ensure compliance to the Government Expenditure Rationalization Initiatives issued vide
MoF Notification No. MoF/DNB/Notification/2022-23/308 dated September 1, 2022.

In addition, to ensure accurate financial reporting, budgetary agencies must apportion
mandatory and controllable budgets under the respective sector/department/field
office, rather than consolidating them under a single sector/department. This practice
will facilitate clearer tracking of expenditures and improve sector-specific expenditure
reporting.

4. Block Grant Allocation: In order to promote process efficiency, all the budgetary bodies
have been allocated block grants under current and capital as follows:

a. New Appointments/Retirement Benefits for Ad-hoc Separation: To meet the
pay and allowances of new appointments and retirement benefits for ad-hoc
separations during the year, the provision allocated under OBC 26.01 shall be
apportioned to required OBCs (OBC 1.01, OBC 2.01, OBC 24.03, and OBC 25.01).

Such :ippbintménts shall only be as per the existing staff strength
approved/recruited by RCSC/relevant Council/Board.

b. Operational Capital Budget: Similarly, a block grant for capital budget (OBC
56.01) has been allocated for the procurement of office equipment, furniture,
computers, and crucial office renovations at the agency level. Given the flexibility,
all the agencies shall prioritize the requirement from this allocation and avoid re-
appropriations from the budget allocated for other capital OBCs to office
equipment, furniture, computers, and crucial office renovations. However, the
heads of the budgetary agencies shall be accountable for the reasonable and
proper inventory management.

5. Leave Encashment Provision: In line with section 48(2) of the Pay Revision Act of Bhutan
2023 and Section 24 of the July 2023 Notification on Pay Structure Reform, budgetary
agencies are advised to:

a. Disburse leave encashment for any remaining earned leave balance accrued till
June 2023.

b. May exceed 30 days if leave encashment was not availed in one or both of the
previous two FYs. The calculation must account for leave already encashed or
availed in the last two financial years.

¢. The encashment is to be computed at the maximum of one month’s minimum pay
scale for 30 days of leave.

d. For leave balances less than 30 days, the LE amount is to be calculated on a pro-
rata basis.
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e. The pay scale used for this calculation must correspond to the position currently
held by the employee.

f. All leave encashment requests must be completed by June 30, 2026, after which
no provision for such payments will be made in the ensuing FYs.

g. Civil servants who wish to avail leave may do so, however it has to be fully
availed/used before June 30, 2028.

h. The executives of the budgetary agencies shall be accountable for proper record
of the leaves, payments and bringing closure to the leave encashment saga.

6. Transfer Benefits and Pay & Allowances of Transferred Personnel: All the budgetary
agencies must note the following and ensure compliance:

a. Transfer of public servants may be facilitated within the approved controllable
budgets of the respective agencies.

b. The mandatory budget (pay and allowances) of transferred staff must be properly
allocated to the receiving agencies. In several cases, failure to do so has led to
budget deficits in the receiving agencies, while surplus funds remain with the
relieving agencies. These unutilized funds are often misclassified as savings and
redirected to controllable or capital expenditures, resulting in budgetary
imbalances and inaccurate financial reporting.

To address this, budget re-appropriation requests will be approved only after verifying
that the mandatory budget for the transferred staff has been duly reassigned to the
appropriate receiving agency. This approach reinforces financial discipline and ensures
the accurate classification and utilization of public funds.

7. Excess Payments (during study periods, extraordinary leave, etc): The internal
auditing team has uncovered cases of extra payments for staff on study leave, EOL, etc.
The concerned officials particularly, human resource officers and finance officers shall
exercise due diligence and coordinate to prevent such avoidable lapses. The concerned
officials shall be fully accountable for such over payments, and the heads of the agencies
shall ensure enforcement.

8. Decentralization of Budget Re-appropriation: In an effort to ensure the timely
execution of key deliverables and implementation of the approved budget, the re-
appropriation restrictions to specific budget heads (OBCs 11.02, 45.01, 45.02, 45.03, and
55.01) under RGoB funding have been relaxed and decentralized. However, the agencies
are required to fulfill all necessary formalities and ensure compliance to existing FRR,
Procurement Rules and Regulations, Annual Grant Guidelines for LGs, HRC approval and
RCSC endorsements for any new HRD activities not included in the approved budget
before implementation. This approach places direct accountability on the respective
agencies to ensure effective prioritization and confirm budget availability before
initiating any activities that do not have prior budget approval.

9. Timeline to Complete Re-appropriations: In line with section 55 of the Public Finance
Act, 2007, the budgetary bodies shall not be allowed to re-appropriate and make
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technical adjustments from unutilized/underutilized RGoB budget to new
activities/programs after third quarter i.e. March 31, 2026. This is enforced to ensure
expenditure effectiveness, prevent rushed spending and curtail wasteful expenditure.
In addition, agencies are advised to complete the verification and submission of bills for
procurement of goods/works/services to respective Finance Divisions/Cluster Finance
not later than June 15, 2026.

10.Centralization of Internet Charges: The payment of internet charges for budgetary

1.

agencies are allocated under GovTech Agency. As such, those budgetary agencies
included in the demand aggregation list of GovTech will not be required to apportion
separate budgets for internet charges. In addition, any new connections or upgradation
of the bandwidth must be carried out in consultation with the GovTech Agency for
onward payment of internet charges.

Centralized Procurement of Computers and Laptops: The Department of
Procurement and Properties (DPP) will continue the centralized tendering processes and
oversee the order management for the procurement of computers (laptops & desktops)
for all budgetary agencies. Therefore, the respective agencies shall submit the
requisitions to DPP. However, the payment shall be made by respective agencies as per
the approved budget. The purchase management of these devices shall be guided by the
ICT Guideline (Laptops and Desktops) 2025 issued by MoF.

12.Vehicles: Budget for procurement of vehicles is allocated only for exceptional cases such

as ambulances, firefighting, and special purposes in the FY2025-26. However, the
procurement shall be initiated only upon approval of the Ministry of Finance. In addition,
any matter related to pool vehicles irrespective of type of vehicle (Electric or Fossil Fuel)
and acquisition modality (purchase or received through donation/gifts) must be in line
with Chapter VII of the Revised Property Management Rule 2022.

13.Human Resource Development: To ensure that HRD spending aligns with the

Competency and Professional Development framework, the HRD budgets are allocated
based on vetting and endorsement by the RCSC.

a. Any supplementary incorporations for HRD under new grant agreements signed
after budget approval must be processed only upon obtaining RCSC endorsement.

b. With the re-appropriations for the HRD budget being decentralized to the
agencies, it shall be the responsibility of the head of the agency to ensure
compliance to RCSC formalities prior to budget adjustments to implement the
program. With this arrangement, no additional budget will be considered during
the FY.

Moreover, to minimize the cost and cater to larger numbers of participants and
maximize the impact of training, the heads of the budgetary agencies shall organize
the required capacity building programs in the training institutes available within the
country. ‘ |
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