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FOREWORD

The Sales Tax Division is pleased to present Performance Indicator (PI) for the 
Income year 2016.The PI provides detailed efforts of the staffs under HQ and its 
counterpart sections in RRCOs and collectively as the Division for all the activities 
undertaken and its performance in terms of revenue collection, assessment 
coverage, compilation of exemption provided, and its corresponding revenue 
foregone.

The year 2016 recorded overall Sales Tax collection of Nu. 3,861.20 million, an 
increase of 14 percent from 2015. Of the total, Sales Tax at Point of Sale (PoS) 
contributed Nu.1,584.00 million with notable average growth of 12 percent taking 
2006 as base corresponding to the year on which the Division was established. 
The Division also saw increase in registration of Sales Tax Collecting Agent to 
529, an increase by 59 additional units. The increase mainly came from hotels and 
restaurant registration.

Besides the above, the Division is also pleased to inform that initiative proposed 
by the Division to introduce Goods and Service Tax in the country have been 
acknowledged by the Ministry and subsequently gaining its importance. On the 
request of the Ministry, the Department received rounds of Technical Assistance 
from World Bank on developing action plan on introduction of GST and on micro-
simulation model towards the mid of the year. The Division also received Technical 
Assistance from IMF on implementation guidelines. In addition to the remarkable 
move on the tax reform in the year 2016, the Division also received training on 
International Perspective on Value Added and Environmental Taxation for twelve 
officials at a time in VU University, Amsterdam, Netherlands.

Lastly, I on behalf of the Division would like to take this opportunity to thank Hon’ble 
Director for the continued support and leadership and to all the officials of the 
Division who have worked hard and made an effort to provide timely information 
towards publishing PI report 2016.
With regards

(Choki Gyeltshen)
Commissioner
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Vision, Mission and Values of Sales Tax Division

Vision: 
A leading administration known for excellence in revenue collection and service.

Mission: 
1. To introduce dynamic tax system
2. To collect taxes efficiently and effectively; and
3. To promote voluntary tax contribution

Values
1. Integrity and professionalism: We are transparent, incorruptible, 

trustworthy, professional and fair.
2. Team Work: We are concerned for each other and recognize team efforts 

for achieving our organization goals.
3. Service: We provide courteous, prompt, fair and efficient services to all 

the taxpayers
4. Commitment: We are sincere and dedicated to achieve the goals of our 

organizations.
5. Responsiveness: We anticipate, welcome and execute change.

Objectives
1. To ensure Sales Tax and Green Tax revenue targets are fully achieved.
2. To modernize and reform the existing tax system
3. To enhance public service delivery.
4. To strengthen capacity of Sales Tax Division.



Performance Indicator Report 2016 | iv



 v | Performance Indicator Report 2016

Table of Contents

PART I: OVERVIEW OF SALES TAX DIVISION ............................................1
1.1 Introduction .............................................................................................2

1.2 Organizational Structure..........................................................................3

1.3 Division’s Staff Strength ..........................................................................4

1.4 Activities under taken in 2016 ..................................................................6

PART II: REVENUE COLLECTION .................................................................9
2.1 Sales Tax Collection ................................................................................10

PART III: SALES TAX COLLECTION AT THE POINT OF SALES ................15
3.1 Sales Tax Collecting Agents (STCA) .......................................................16

3.2 Sales Tax Collection ................................................................................17

3.3 Assessment of STCA ..............................................................................21

3.4 Fines and penalties .................................................................................23

3.5 Appeal and Waiver ..................................................................................25

PART IV: SALES TAX EXEMPTION AND POST CLEARANCE ...................27
4.1 Exemption of Sales Tax ...........................................................................28

4.2 Forgone tax through exemptions and refunds .........................................28

4.3 Post Clearance Audit ...............................................................................30

PART V: OUTPUT PER STAFF .......................................................................33

PART VI: GREEN TAX ....................................................................................37
6.1 Green Tax ................................................................................................38

6.2 Green Tax Collection ...............................................................................38

References ......................................................................................................40
Annexure .........................................................................................................41



Performance Indicator Report 2016 | vi

List of Figures

Figure 1: Department’s organizational structure .............................................3

Figure 2: Divisions organizational structure ....................................................3

Figure 3: Sales Tax staff trends ......................................................................4

Figure 4: Demography of Sales Tax staff (region wise) ..................................5

Figure 5: Cadre wise staff distribution amongst region ...................................5

Figure 6: GDP vs Sales Tax Collection ...........................................................10

Figure 7: POS vs POE (Customs & Excise Division, &Sales Tax 

 Sections, 2016) ................................................................................12

Figure 8: POE region wise Sales Tax collection .............................................13

Figure 9: Number of STCA (head wise) ..........................................................16

Figure 10: Number of STCA (region wise) ........................................................17

Figure 11: POS collection, current and real Sales Tax collection at POS .........18

Figure 12: Point of Sales Collection (head wise) ...............................................19

Figure 13: Region wise Sales Tax collection n 2016 .........................................20

Figure 14: Region wise assessment status ......................................................22

Figure 15: Head wise fines and penalties .........................................................24

Figure 16: Fines and penalties collected for the year 2015 & 2016 ...................25

Figure 17: POE forgone vs POS forgone tax ....................................................28

Figure 18: ST Collection vs forgone ..................................................................29

Figure 19: Region wise Green Tax reduction ....................................................39



 vii | Performance Indicator Report 2016

List of Tables

Table 1: Sales Tax rates and number of items under the rates as per BTC ..11

Table 2: Percentage of import and Sales Tax collection under each rate as 

 per BTC ............................................................................................12

Table 3: Sales Tax schedule as per BTC .......................................................14

Table 4: Sales Tax collection (head wise) ......................................................19

Table 5: Comparative region wise Sales Tax collection for the year 

 2015 & 2016 .....................................................................................21

Table 6: Assessment status (unit wise) ..........................................................21

Table 7: Comparative assessment status for the year 2015 & 2016 ..............23

Table 8: Additional amount collected through assessment ...........................23

Table 9: Details on fines and penalties ..........................................................24

Table 10: Details on appeal cases at regional and head office level ...............25

Table 11: Comparative analysis of fines and penalties collection rate for 

 2015 & 2016 .....................................................................................26

Table 12: Sales Tax exemption value and forgone tax value details ...............29

Table 13: PCA status for 2015 and 2016 .........................................................30

Table 14: PCA collection status .......................................................................31

Table 15: Output per staff ................................................................................34

Table 16: Green Tax schedule as per Tax Act 2012 ........................................38

Table 17: Revised green rates on goods and commodities as per 

 Tax Act 2014 ....................................................................................38



Performance Indicator Report 2016 | viii



 1 | Performance Indicator Report 2016

PART I
OVERVIEW OF SALES TAX DIVISION
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1.1 Introduction

The Sales Tax Division is responsible for the administration of the consumption 
tax and the environmental tax within the country. The division’s mandate is to 
undertake the following activities, which are carried out through eight regional 
offices in coordination with the head office:

a. Register Sales Tax Collecting Agents,
b. Monitor and assess Sales Tax collection at Point of Sale (PoS),
c. Provide and process exemptions and refunds of Sales Tax,
d. Conduct Post Clearance Audit, and
e. Review of forgone tax.

Besides the above listed activities, the division is also responsible to undertake the 
following activities to strengthen taxation policy in order to adapt the policies to the 
ever-changing economy and facilitate sustainable and resilient economy.

a. Monitor and review the entire Sales Tax and Green Tax revenue,
b. Review current tax policies, legislation and tax structure,
c. Review the current business practices and propose change to improve 

efficiency and effectiveness,
d. Review incentives and other related fiscal policies,
e. Review the economic situation and propose tax measures accordingly, and
f. Improve the institutional capacity development.

Although the division is responsible for administration of Sales Tax and Green 
Tax, these taxes currently have a narrow base. Furthermore, for the ease of 
administration and readiness of the market, the collection of most of Sales Tax 
and all of the Green Tax are at the Point of Entry (PoE). Only few goods and 
services are levied and collected Sale Tax at the PoS, which is directly monitored 
and administered by the division. 

Thus, the division in order to carry out all the mandates, functions, and 
responsibilities effectively and efficiently, it takes the assistance of Customs & 
Excise Division, and Revenue Accounts & Audit Division for tax collection.
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1.2 Organizational Structure

1.2.1 Department’s organogram

Figure 1: Department’s organizational structure

1.2.2 Sales Tax Division’s organogram

Figure 2: Divisions organizational structure
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1.3 Division’s Staff Strength

The Division had a fair growth of its staff since the inception of the division in mid of 
2006. The division started with 10 officials and by 2016, the total staff strength grew 
up to 61 with growth rate of around 3.5 percent. The total staff strength remained 
same both in 2015 and 2016 although there was an additional recruitment which 
was netted off with resignation of one officer.

However, the ratio between male and female officials further widened from 3:2 in 
2015 to 5:3 in 2016.   

Figure 3: Sales Tax staff trends

With respect to the distribution of staff amongst the region, HQ recorded the 
highest number of increase by two with transfer of staffs from Paro Region. This is 
followed by RRCO Thimphu with increase by one. In contrast, Paro and Gelephu 
region’s staff strength decreased by two and one respectively.  

The mobility in the staff and change in the distribution is mainly caused by transfer 
of staff on account of redistribution of the manpower vis-à-vis the workload and 
also taking into account the personal problems of individual official. 

The distribution of female staff amongst the regions is found to be uneven unlike 
the males. In 2016, Thimphu region recorded the highest number of female staff 
with 10 female officials, followed by Phuentsholing and Paro at five and three 
respectively. However, Samtse region did not have female staff either in 2015 or 
in 2016.
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Figure 4: Demography of Sales Tax staff (region wise)

As for the male staff, the maximum numbers were recorded at HQ and Phuentsholing 
region with seven staff each. This is followed by Thimphu and Samtse region with 
six and four staff respectively. 
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Figure 5: Cadre wise staff distribution amongst region
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With respect to the cadre category of the staff and its place of distribution, 41 
staff is in the professional cadre and 20 in support cadre. With respect to the 
distribution, Thimphu region has the highest number of professionals as well as 
support cadre that is 11 and five staff respectively. Followed by, Phuentsholing 
and HQ has the second highest number of professional cadre with eight and six 
staff respectively. As for the support cadre, Phuentsholing region has the second 
highest number of support cadre with four staff. On contrary, Samdrupjongkhar 
region does not have any support cadre.

Further, it is also worth noting that even though there are 61 staff, around nine staff 
were either on study leave or earned leave. Thus, only around 85 percent of the 
staff were actively working and did the work of all. Most of the staff who were on 
leave are from Thimphu regional office. 

The distribution and placement of the staff has more relation to the workload of the 
region rather than from the equity perspective. Thus, this shall be further discussed 
in the final chapter of this report. However, the distribution of gender and cadre 
does not necessarily correlate with the workload of respective region.

1.4 Activities under taken in 2016

1.4.1 Publication of Performance Indicator report 2015.
In 2016, the division published its second independent Performance Indicator (PI) 
report. It is another major milestone for the division. Until 2015, the only publication 
the division made was a small section in the Annual Revenue Report of the 
department. However, with the increase in importance of indirect tax in terms of 
revenue contribution, the collection of the taxes and activities under the division 
has greatly increased. Therefore, the division took the initiative of publishing its 
independent PI report to provide accessibility of information and data to the general 
users. The second publication is important for the reason that it incorporates the 
publication as an annual event and to maintain its continuity.

1.4.2 Revenue Administration and Management Information System 
(RAMIS)

Since its implementation with effect from 2ndJuly, 2015, the Sales Tax Module, 
RAMIS has been a key tool for facilitating the Sales Tax administration at the PoS. 
However, like the other modules of RAMIS, it was still a work-in-progress whereby 
the process of new feature additions and enhancements of the existing features 
continued in addition to fixation of other incidental and user issues on weekly 
basis. The feedbacks of the implementing ST officials have greatly contributed to 
the improvement of the module. Following important enhancements were made in 
the year 2016:

• Registration: A feature to add new service and goods at the registration 
masters.
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• Sales Tax Assessment features: Feature providing the flexibility to pursue 
assessment at all levels was developed.

• Appeal feature: Feature for validation of payment of undisputed amount 
and the appeal review workflow.

• Drag and Drop report: Return filing collection, assessment collection and 
exemption details report interface was developed.

• Return filing: Feature to add new goods and services to the existing 
registered STCA.

• For implementation of these new features, workshop was conducted from 
12th to 16thDecember 2016 at RRCO,Gelephu  whereby the Focal officials 
were provided hands-on training on the new features.

1.4.3 Technical Assistance
In addition to the daily Sales Tax administration responsibilities and activities, 
the division also continued working on the proposal for Sales Tax reforms 
towards Goods and Service Tax (GST). This effort of the division was once again 
acknowledged by the Ministry of Finance whereby several rounds of Technical 
Assistance (TA) from International Monetary Fund (IMF) and from the World Bank 
(WB) were received.

The division received three rounds of TA from the World Bank. The first TA was 
focused towards developing an action plans for introduction of GST and for 
assisting in developing Fiscal Incentives policy. Accordingly, the experts guided and 
assisted the division to draft the Strategic Paper for introduction of GST in country 
and further assisted the division in drafting the Fiscal incentives policy document. 
The second TA was focused towards development of a Micro-Simulation Model to 
assess the impact of introduction of GST in Bhutan. During the TA, officials from 
National Statistical Bureau (NSB) were also invited to provide inputs in developing 
the model. The model was developed and the results were presented to Ministry 
of Finance. However, the model had its certain shortfall, so the WB organized 
another TA to develop the model. Thus, a Third TA was received towards the end 
of year to develop a new Micro- Simulation model.

The IMF TA was received towards end of the July in which the TA was focused 
towards the strengthening the Revenue administration and for preparing 
implementation plan of GST in Bhutan. All the outcome of the mission was 
presented to the management and to the Ministry of Finance.  

1.4.4 Goods and Service Tax (GST) Project
As instructed by the department, the division formed a Task force to work for 
Goods and Service Tax (GST) project consisting of one full-time member who was 
assisted by another three on As and When required basis. Thereon, the Task force 
has prepared the Strategy Paper for Introduction of GST with the help of the WB 
and IMF TA missions. The progress of the project was reviewed by the Steering 
Committee consisting of the Director, the division Heads and a representative 
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from Policy and Planning Division, Ministry of Finance. The later part of the year 
saw the department and the division making efforts to strengthen the Project by 
committing two new task force members on full time basis.

1.4.5 Fiscal Incentives policy document.
Sales Tax Division was also involved in Fiscal Incentives working team along with 
Customs and Income Tax Divisions. The drafting of Fiscal Incentives 2017 began 
in April 2016 with the technical assistance from World Bank. The team presented 
the first draft to management highlighting the rationale of the incentives proposed 
or removed for further review and comments.

The FI team also conducted consultative meetings with the relevant stakeholders 
to discuss and understand the sectors that needed support through Fiscal 
Incentives in line with objectives of Economic Development Policy 2016. Several 
rounds of presentations were made by the working team to the members of Policy 
and Planning Committee Meeting (PPCM), Ministry of Finance for review and 
endorsement for onward submission to Lhengye Zhungtshog. 

1.4.6 Capacity Building
In 2015, the division submitted a proposal in collaboration with VU University, 
Amsterdam to The Netherlands Consulate, Bhutan for a tailor-made training 
proposal on International Perspective on Value Added Tax and Environmental 
Taxation. The proposal was approved by the Consulate and was further forwarded 
to The Netherlands Fellowship for further approval and for funding. 

In 2016, the funding was approved vide B/NFP-TM.16/150 BTN dated 15/04/2016 
and a sum of Euro 74,989.00 was allocated for the training. Accordingly, the division 
was able to train twelve officials on International perspective on Value Added Tax 
& Environmental Taxation. The training was conducted in two phases with phase 
I at Paro and Phase II at VU University, Amsterdam, The Netherlands. The cost of 
conducting the training at Paro was partially funded by RGOB.

The training proved to be fruitful in providing an understanding of the VAT which 
would enable the officials participate in developing plans for introduction of GST 
in Bhutan. 



 9 | Performance Indicator Report 2016

PART II
REVENUE COLLECTION
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2.1 Sales Tax Collection

The total Sales Tax collection for the income year 2016 is Nu.3,861.20 million 
which is around 14 percent higher than collection of 2015. It can be seen that there 
is steady growth of Sales Tax since the year 2000, however, there was change in 
trend of growth of Sales Tax due to contractionary and expansionary fiscal policy 
adopted by the government at different point of time. For instance, revision of 
taxable value of beer in 2010 increased Sales Tax collection and, trade restriction 
imposed on import of beers and vehicles, and rupee crunch in 2012 resulted in 
decline of Sales Tax collection during the same period. 

Figure 6: GDP vs Sales Tax Collection

In figure 6, Sales Tax collection trend is compared with respect to Gross Domestic 
Product (GDP) at the current price. This comparison is useful in ascertaining 
tax buoyancy to understand the responsiveness of tax receipts to the economic 
growth. 

Tax buoyancy for Sales Tax collection was estimated using the model presented 
in Haughton (1998):

Upon regressing, the following coefficient has been estimated:

  Log (ST) = -3.242 + 1.34 Log(GDP)  R2 =0.97
   P=0.00      p=0.00  

12 
 

In figure 6, Sales Tax collection trend is compared with respect to Gross Domestic Product 

(GDP) at the current price. This comparison is useful in ascertaining tax buoyancy to understand 

the responsiveness of tax receipts to the economic growth.  

 

Tax buoyancy for Sales Tax collection was estimated using the model presented in Haughton 
(1998): 

𝐿𝐿𝑜𝑜𝑔𝑔 𝑆𝑆𝑇𝑇 𝛼𝛼 𝛼𝛼 𝐿𝐿𝑜𝑜𝑔𝑔 𝐺𝐺𝐷𝐷𝑃𝑃 𝜖𝜖 
Upon regressing, the following coefficient has been estimated: 

 

Log (ST) = -3.242 + 1.34 Log(GDP)   R2 =0.97 
   P=0.00      p=0.00   
 
A tax which is buoyant is one whose revenue increases by more than one percent for increase in 

one percent of national revenue or output. From the above estimate, the tax buoyancy is 1.34 

which indicates that for every percentage increase in GDP would result in 1.34 percent change in 

the Sales Tax collection. Both the coefficients are significant at 95 percent confidence level.  

 

The limitation in the above estimation is that buoyancy reflects both discretionary changes and 

automatic revenue growth. For the country, where lots of taxation policy reforms takes place, it 

is usually useful to distinguish between revenue growth due to discretionary changes and 

revenue growth due to changing economic conditions. Hence, it is highly suitable to adopt tax 

elasticity approach to measure the responsiveness of tax revenue to a change in income or output 

after controlling exogenous influences such as discretionary change in tax policy. Division may 

look at the possibility of adopting the approach in successive PI reports.  

 

2.1.1 Point of Entry (PoE) 
 

Customs and Excise Division collects Sales Tax at the PoE as per rate prescribed in Bhutan 

Trade Classification (BTC) schedule that is revised and published by the Ministry of Finance 

from time to time. At present, the BTC has eleven rates as shown below in Table 1, which also 

contains the most commonly imported goods under each tax rates.  

Table 1: Sales Tax rates and number of items under the rates as per BTC 
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A tax which is buoyant is one whose revenue increases by more than one percent 
for increase in one percent of national revenue or output. From the above estimate, 
the tax buoyancy is 1.34 which indicates that for every percentage increase in 
GDP would result in 1.34 percent change in the Sales Tax collection. Both the 
coefficients are significant at 95 percent confidence level. 

The limitation in the above estimation is that buoyancy reflects both discretionary 
changes and automatic revenue growth. For the country, where lots of taxation 
policy reforms takes place, it is usually useful to distinguish between revenue 
growth due to discretionary changes and revenue growth due to changing 
economic conditions. Hence, it is highly suitable to adopt tax elasticity approach 
to measure the responsiveness of tax revenue to a change in income or output 
after controlling exogenous influences such as discretionary change in tax policy. 
Division may look at the possibility of adopting the approach in successive PI 
reports. 

2.1.1 Point of Entry (PoE)
Customs and Excise Division collects Sales Tax at the PoE as per rate prescribed 
in Bhutan Trade Classification (BTC) schedule that is revised and published by 
the Ministry of Finance from time to time. At present, the BTC has eleven rates as 
shown below in Table 1, which also contains the most commonly imported goods 
under each tax rates. 

Table 1: Sales Tax rates and number of items under the rates as per BTC

Sl.# Rates Common items No of items
Nine Ad-valorem rates

1 0% Fresh Vegetables, Fresh Meats, Cereals, medicines, Fertil-
izers, Yarn, Kerosene, etc 2031

2 5% Intermediate goods (semi-finished goods) & fabrics 1655
3 10% Prepared goods, paints, TMT rods, toilet preparations 1501
4 15% Sugar confectionery & Juice above 350 ml 125
5 20% Plastic carry bags, Betel nuts, Pan Masala 54
6 30% Aerated water, Juice below 350 ml 24
7 45% Vehicle not exceeding 1500cc 3
8 50% Vehicle above 1500cc, water others 12
9 100% Tobacco & Alcohol 36
Two Specific rates
1 Nu. 500/10gm Gold
2 Nu. 1000/Kgm Silver

Source: Bhutan Trade Classification 2012; Tax Act 2012; Tax Act 2014
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Figure 7 shows the Sales Tax collection both at PoE and PoS. At the moment, 
except for few, Sales Tax on all other goods and services are levied at the 
PoE. However, for the purpose of revenue collection, it is better if more goods 
are assessed for Sales Tax at the PoS as it captures the value addition of the 
economic activity. The important point to note here is the ratio between the two 
points of collection. On an average, the gap between the Sales Tax collected at 
the PoE and at the PoS has been narrowing down by around 4 percent annually 
since 2006 till 2013. That is partially because of increase in Sales Tax collection at 
the PoS but more importantly, it is caused by decline in Sales Tax collected at the 
PoE. After implementation of Tax Act 2014, it is seen that the gap further widened. 

Figure 7: POS vs POE

Majority of Sales Tax collected at the PoE falls under 10 percent Sales Tax rate 
accounting to an average of 36 percent of the total Sales Tax collected at the PoE 
followed by 5 percent and 45 percent tax rates respectively as shown in table 2.

Table 2: Percentage of import and Sales Tax collection under each rate as 
per BTC

Rates ST India ST Third Country Total ST % to total ST
0                     1,474,554.28           31,033.57 1,505,587.85 0.07%
5 677,277,947.65    41,296,620.05 718,574,567.70 31.56%
10 749,582,781.26    71,150,416.29 820,733,197.55 36.04%
15   84,802,854.01    17,680,072.62 102,482,926.63 4.50%
20   11,538,066.89      7,878,553.81 19,416,620.70 0.85%
30   14,574,032.96    10,016,779.74 24,590,812.70 1.08%
45 502,625,451.15    16,127,291.02 518,752,742.17 22.78%
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50   40,324,183.76      4,281,385.60 44,605,569.36 1.96%
100   11,968,623.81    14,567,364.85 26,535,988.66 1.17%

  Grand Total 2,277,198,013.32 100.00%

Source: Customs & Excise Division, 2017

The overall Sales Tax collection at the PoE in 2016 amounts to Nu. 2,277.19 
million (Ngultrum two billion and two hundred seventy seven million only) which is 
around 11 percent increase from previous year. The last column of table 2 shows 
the percentage of Sales Tax collection under each rate over the total Sales Tax 
collection for 2016. It is to be noted that the amount of Sales Tax collection at the 
PoE accounted here is based on the date of import.

Figure 8: PoE region wise Sales Tax collection

The figure 8 shows the PoE collection amongst the region for four consecutive 
years of 2013, 2014, 2015 & 2016. There are six regions where the taxpayers can 
declare their consignment for the import. From the regions, Phuentsholing region 
has collected more than 80 percent of the entire Sales Tax collection at the PoE 
for all four years. On the other hand, Thimphu region collected the least Sales Tax 
at the PoE from import India. As for Sales Tax collected for the third country import 
in 2016, there was increase by around 20 percent. 

2.1.2 Point of Sales (PoS)
Sales Tax collection at the point of sales are being collected on the goods and 
services listed in table 3(Sales Tax Division, 2014). Out of the listed goods and 
services, currently Sales Tax is not collected on Bhutanese cinema services as 
per exemption is granted under Fiscal Incentives Act 2017. 
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Table 3: Sales Tax schedule as per BTC

Sl.# Sales Tax on services Rates Sl.# Sales Tax on Goods Rates
1 Cable 30% 1 Aerated Water 30%
2 Cinema 30% 2 Beer 100%
3 Hotels & Restaurants 10% 3 Cement 5%
4 Telecom 5%

Source: Performance Indicator report 2014

The Sales Tax on the above listed goods and services are collected by appointing 
Sales Tax Collecting Agents (STCA). These STCA are identified and registered by 
the department, after which they are authorized to collect Sales Tax on behalf of 
the government and deposit into the Royal Government Revenue account (RGR) 
on the specified date.
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PART III
SALES TAX COLLECTION AT THE 
POINT OF SALES
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3.1 Sales Tax Collecting Agents (STCA)

As stated in the earlier section, the Sales Tax at the point of sales are collected by 
the STCA and deposited monthly with the respective RRCO on or before 10th of 
the second following month. The number of STCA has increased to 525 in 2016 
marking an increase by around 14 percent. With 59 additional registered STCA, 
the highest increase in absolute number recorded under tourist-standard hotel and 
restaurant service. This increase could have been stimulated by the importance 
placed in the tourism sector by the government through introduction of series of 
fiscal incentives. Besides, number of tourists visiting Bhutan increased by more 
than 50 percent in 2016 (Tourism Council of Bhutan, 2017). As such, boom in the 
business in hotel and restaurant services usually can be seen as ultimate chain 
product of growth in tourism sector.(Tourism Council of Bhutan, 2017)

Figure 9: Number of STCA (head wise)

Except for telecom service, STCA under every listed goods and services has 
increased comparatively in 2016 (Figure 9). Similarly, Figure 10 shows the 
comparative number of STCA between income year 2015 and 2016. On the whole, 
there was increase in STCA under all the eight regional offices in 2016. The 
highest increase in STCA in 2016 has been observed in RRCO, Thimphu both in 
percentage and absolute number. RRCO, Thimphu has 208 registered STCA in 
2016 observing around 26 per cent increase in comparison to 2015.
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Figure 10: Number of STCA (region wise)

The number of STCA indicates amount of workload of the officials working under 
the division. Increase in number of STCA also means more requirements of staff 
for assessing and monitoring the STCA for timely deposit of Sales Tax. In light of 
this, it is justifiable to note that the highest increase in staff at RRCO, Thimphu has 
also recorded highest increase in STCA for the same income year. 

3.2 Sales Tax Collection

The overall Sales Tax collection at the PoS has increased by around 20.47 percent 
in 2016 amounting to Nu. 1,597.78 million (Ngultrum one billion, five hundred ninety 
seven million and seventy eight thousand) only. The change in number of STCA 
in 2015 & 2016 has observed positive correlation with the increase in Sales Tax 
collection at the point of sales in the same period. 

Comparing Sales Tax collection since 2006 in the year when Division was 
established, Sales Tax collection has grown by around 242 percent in last 10 years 
(Formula I). However, the average revenue from Sales Tax grew by around 12 
percent annually till 2016 taking 2006 as base year (Formula II). This has been 
ascertained with the formulas given below. 
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The maximum year on year percent increase was observed in 2011 and the 
minimum percent increase was observed in year 2013. The year 2016 observed 
increase in Sales Tax collection by around 20 percent compared to 2015. This has 
been illustrated in figure 11.

Figure 11: PoS collection, current and real Sales Tax collection at PoS

3.2.1 Sales Tax collection head wise

From the overall increase in revenue from Sales Tax collection at the point of sales, 
highest increase was from Sales Tax collection from beer with 44.45 percent. In 
2015, the total Sales Tax collection from the beer was Nu.663.23 million and has 
increased to Nu.958.01 million in 2016. Such increase in Sales Tax collection was 
attributable to the increase in production by M/s Bhutan Brewery Pvt Ltd, under 
RRCO, Phuntsholing and also establishment of new beer factory. 

Similarly, increase in Sales Tax collection from telecommunication services was 
recorded as high as 15.44 percent in 2016 from Nu.152.12 million in 2015 to Nu. 
175.60 million in 2016. Inception of 3G and 4G services by the telecom companies 
prompted the customers to avail more of their services thereby increasing the 
Sales Tax collection. The fair share of the increase in Sales Tax collection has also 
been noticed from cable service, aerated water, and hotel & restaurant services. 
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Figure 12: Point of Sales Collection (head wise)

Sales Tax collection on account of various head has increased in 2016 except for 
Sales Tax from cement. Sales Tax collection from Cement recorded a huge drop 
in 2016 by around 52 percent. In absolute terms ,Sales Tax collection from cement 
has decreased from Nu.116.24 million in 2015 to Nu.55.24 million 2016. The major 
drop in Sales Tax collection was recorded at RRCO, Phuentsholing. 

Table 4 shows per STCA Sales Tax contribution from various head in 2015 and 
2016, and percentage share of each head to the total Sales Tax collection in 2016. 
It has been depicted that Sales Tax from beer recorded highest share of total 
Sales Tax collection at the PoS followed by hotel and telecommunication services 
with 59.96, 21.30 and 10.99 percent respectively. 

Table 4: Sales Tax collection (head wise)

Particulars ST_ 2016 Per STCA 
2016 ST_2015 Per STCA 

2015
% share 
(2016)

Aerated water 34.04 8.51 29.08 9.69 2.15%
Beer 958.01 59.88 663.23 51.02 60.46%
Cable Services 21.31 0.29 29.86 0.43 1.34%
Cement 55.34 9.22 116.21 23.24 3.49%
Hotel & Restaurant 340.30 0.80 335.74 0.92 21.48%
Telecom Service 175.60 58.53 152.12 50.71 11.08%
 1,584.59 3.02 2.90 100.00%

Source: Sales Tax Section, RRCO’s, 2016
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In addition to the increase in actual Sales Tax collection, it is also observed that 
effective Sales Tax collection per STCA has increased from 2.902 million in 2015 
to 3.02 million in 2016. There is marginal increase in number of STCA in 2016 but 
increase in relative Sales Tax collection is more which might have attributed to 
increase in effective collection per STCA.

3.2.2 Sales Tax Collection region wise

This section discusses on the Sales Tax collection at the PoS by various region for 
the income year 2016. Figure 13 shows the Sales Tax collection by the respective 
regions and the percentage share of the region to the overall Sales Tax collection. 
In 2016, the RRCO, Phuentsholing contributed 1, 015.3 million Sales Tax at 
the PoS and accounts about 64 percent of the entire Sales Tax collection. The 
second highest Sales Tax contribution for the income year 2016 is done by RRCO, 
Thimphu accounting to around 22 percent followed by Paro with around 7 percent. 
Rest four RRCOs together contributed an average of 1 percent to the total Sales 
Tax collection for the year. The lowest collection was recorded at RRCO, Mongar. 

Figure 13: Region wise Sales Tax collection n 2016

Since major economic activities are centered in the southwest part of the country, 
Thimphu and Phuntsholing has the highest number of registered STCA and 
revenue contribution. Although the lowest Sales Tax collection is recorded at 
RRCO Mongar, Table 5 shows that the highest increase in the Sales Tax collection 
in terms of percentage is recorded at RRCO, Mongar. The collection increased by 
around 44 percent from Nu.2.15 million in 2015 to Nu.3.10 million. RRCO, Thimphu 
recorded highest increase in Sales Tax collection in 2015 has negative percentage 
change in Sales Tax collection in 2016. RRCO, Phuentsholing has collected Sales 
Tax amount of Nu.228.37 million more in 2016 compare to 2015. The increase 
largely came from beer. 
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Table 5: Comparative region wise Sales Tax collection for the year 2015 & 
2016

Particulars ST_2016 ST_2015 Change % Change
Bumthang 13.94 13.26 0.68 5.11%
Gelephu 3.00 2.59 0.41 15.69%
Mongar 3.10 2.15 0.95 44.42%
Paro 124.41 100.57 13.61 12.29%
Phuentsholing 1,015.32 786.95 228.37 29.02%
Samtse 39.97 37.22 2.75 7.40%
Sjongkhar 20.75 17.93 2.82 15.74%
Thimphu 364.10 365.57 (1.47) -0.40%
Grand Total 1,584.59

Source: Sales Tax Section, RRCOs 2016

3.3 Assessment of STCA

3.3.1 Assessment status (Unit wise)

Timely monitoring and assessment plays effective role in improving the compliance 
of the taxpayers. However, given the increase in number of registered STCA and 
complexities involved in the way how business are being operated pose challenges 
at the implementation level. Yet, the division largely depend on assessment and 
few cases of Post Clearance audit (PCA) to ensure the compliance of the STCA. 

Since monthly returns are received based on self-assessment approach, such 
efforts are considered necessary to ensure the proper application of laws and 
rules in place. 

Table 6: Assessment status (unit wise)

Year Total STCA Assessed Rate of Assessment
2015 457 132 29%
2016 525 198 38%

Source: Sales Tax Section, RRCOs 2016

STCA assessed in 2016 has increased by around 31 percent despite the fact that 
the total number of STCA has increased considerably. This is evident from table 6, 
fourth column where the rate of assessment increased to 38 percent in 2016 from 
29 percent in 2015. 
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Figure 14: Region wise assessment status

Figure 14 shows the region wise assessment effort for the income year 2016. 
It is shown that the assessment effort for Bumthang, Paro, Phuentsholing and 
Samdrupjongkhar regional office has increased comparatively. On the other hand, 
assessment efforts for Gelephu and Samtse declined. Number of STCA assessed 
by two RRCOs of Mongar and Thimphu have remained same for the income year 
2015 and 2016. 

RRCO, SamdrupJongkhar achieved 100 percent record in conducting assessment 
of the STCA registered with their office. RRCO, Phuentsholing was placed in 
second place with 80 percent assessment coverage. The lowest rate of assessment 
is recorded in RRCO, Samtse without having assessed even a single unit of 14 
registered STCA in 2016

3.3.2 Assessment Status (Revenue collection wise)

The additional tax collected vide assessment amounted to Nu.13.87 million. The 
amount decreased by around 6 percent in comparison to 2015 although the 
number of unit assessed increased by 50 percent in the same period. This induced 
reduction in effective collection by around 59 percent. Increase in number of unit 
assessed combined with reduction in amount of additional tax raised questions 
the efficiency of the assessment approaches adopted by teams at various RRCOs. 
This is evident from the following table 7. 
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Table 7: Comparative assessment status for the year 2015 & 2016

Particulars Unit Assessed Amount Collected Effective Collection
2015 132 14,733,304.21 111,615.94
2016 198 13,866,965.46 70,035.18

% Change 50.00% -5.88% -59.37%

Source: Sales Tax Section RRCOs 2016 & PI Report 2015

Table 8 tabulation shows details on region-wise assessment effort both in terms 
of number of STCA assessed and additional amount raised through assessment. 
The highest additional tax raised was recorded at RRCO, Thimphu with around 
Nu. 8.9 million followed by RRCO, Gelephu with additional tax raised amounting 
to Nu. 1.4 million. 

During 2016, only three RRCOs of Thimphu, Gelephu and Paro observed 
percentage increase in effective collection. On the other hand, RRCO Samtse 
and Mongar had no record of single assessment carried out for the income year 
2016. As per the statistics available, number of assessment in terms of number of 
STCA assessed increased but did not lead to proportional increase in additional 
tax raised. 

Table 8: Additional amount collected through assessment

SL 
No RRCO

As-
sessed 

2015

Total add 
ST

Effective 
collec-

tion

As-
sessed 

2016
Total add ST Effective 

Collection

% 
change 
(total)

% change 
(Effect 
Coll)

1 BM 11 1,460,220.9 132,747.4 16 971,239.26 60,702.45 -33.49% -118.69%
2 GP 16 1,413,666.0 88,354.1 11 1,413,665.99 128,515.09 0.00% 31.25%
3 MG 8 138,898.0 17,362.2 8 -   -   -100.00% 0.00%
4 PL 38 679,635.9 17,885.2 47 1,174,861.23 24,997.05 72.87% 28.45%
5 PR 7 784,836.8 112,119.5 11 1,033,945.48 93,995.04 31.74% -19.28%
6 SJ 32 9,751,879.7 304,746.2 31 276,485.80 8,918.90 -97.16% -3316.86%
7 SM 2 56,531.7 28,265.8 0 -   -   -100.00% 0.00%
8 TH 18 447,635.4 24,868.6 74 8,996,767.70 121,577.94 1909.84% 79.55%
  132 14,733,304.2 111,615.9 198 13,866,965.46 70,035.18 -5.88% -59.37%

Source: Sales Tax Section RRCOs 2016 & PI Report 2015

3.4 Fines and penalties

The fines and penalties under various circumstances are levied as per Chapter 
4 of General Provisions of Sales Tax Customs and Excise Act of the Kingdom 
of Bhutan 2000. The fines and penalties raised in 2016 is Nu. 4 million which is 
around 8 percent less than fines and penalties raised in 2015. This is in contrary 
to the increased in relative assessment efforts in 2016. 
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Table 9: Details on fines and penalties

Fines & penalties 2015 2016 Difference
Raised 4,444,329.45 4,069,095.17 -8.44%
Collected 2,715,758.27 2,584,680.33 -4.83%
% Collected of raised 61.11% 63.52%

Source: Sales Tax Section, RRCOs 2016 & PI report 2015

All fines and penalties raised are not collected as some amounts are waived off 
at different tiers of appeal committee meeting. Although the amount collected was 
more in 2015, in terms of percentage collected of the total raised was more in 2016 
by almost 2 percent. The percentage of amount collected of total raised in 2015 
and 2016 were around 61 percent and 63 percent respectively. 

Figure 15: Head wise fines and penalties

Figure 15 shows the fines and penalties raised and collected on various areas 
depending upon the nature of offence by the taxpayers. As per relevant provisions 
under the law mentioned above, fines and penalties are collected on five heads. 
Majority of the fines and penalties raised and collected both in the year 2015 and 
2016 are from section 12, Chapter 4 of General Provision under the Sales Tax, 
Customs and Excise Act of Bhutan 2000. It pertains to 24 percent penal interest 
per annum on late payment of taxes. 
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Radar chart shows the region wise fines and penalties collected for the two income 
year of 2015 and 2016. Each side of the octagon in radar chart represents fines 
and penalties collected by each region. As explained in earlier section, fines and 
penalties collected are more in 2015 although the assessment efforts increased 
in 2016. The highest collection was recorded at RRCO, Thimphu both in 2015 and 
2016. At the same time major reduction in overall fines and penalties collected 
during income year 2016 is as a result of decrease in collection recorded at RRCO, 
Thimphu. 

Figure 16: Fines and penalties collected for the year 2015 & 2016

3.5 Appeal and Waiver

A taxpayer aggrieved by various actions of officials from the department can file 
an appeal to respective regional offices and to the Department. Appeal can also 
be filed when a taxpayer is adversely affected by any other orders passed by the 
department. This is as per the Chapter 6 of the General Provisions under the 
Sales Tax, Customs and Excise Act of Kingdom of Bhutan 2000.
Table 10: Details on appeal cases at regional and head office level

RRCO Unit 
assessed

ST 
raised

ST dropped Fines & 
penalties raised

Fine & Penalties dropped
RTAC DTAC RTAC DTAC Collected 

Bumthang 16 0.971 0 0 1.652 0.097 0.955 0.600
Gelephu 11 1.413 0 0 0.288 0.050 -   0.238
Mongar 8 -   0 0 -   -   -   -
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Pling 47 1.174 0 0 0.208 0.084 -   0.123
Paro 11 1.033 0 0 0.247 0.164 -   0.082
Sjongkhar 31 0.276 0 0 0.083 -   -   0.083
Samtse 0 -   0 0 -   -   -   -
Thimphu 74 8.998 0 0 1.587 0.130 -   1.457
Total 198 13.867   4.067 0.527 0.955 2.585  

Source: Sales Tax Section, RRCOs 2016

Table 10 shows the details on the appeal cases for the income year 2016 in all 
the regional offices. Undisputed tax all raised were collected and more than 40 
percent of fines were waived through appeal. The Regional Appeal Committee 
(RAC) during 2016 has waived off Nu. 0.527 million and Nu.0.955 million by 
Department Appeal Committee (DAC) respectively.  

Table 11: Comparative analysis of fines and penalties collection rate for 2015 
& 2016

RRCO
2015 2016

Raised Collected Coll_Rate Raised Collected Coll_Rate
Bumthang 1.275 0.455 35.67% 1.653 0.600 36.32%
Gelephu 0.289 0.238 82.45% 0.289 0.238 82.45%
Mongar 0.003 0.003 100.00% 0.000 0.000 0.00%
P/ling 0.181 0.177 98.03% 0.208 0.124 59.46%
Paro 0.320 0.078 24.23% 0.247 0.083 33.37%
S/Jongkhar 0.228 0.205 89.95% 0.083 0.083 100.00%
Samtse 0.024 0.022 90.48% 0.000 0.000 0.00%
Thimphu 2.122 1.538 72.46% 1.587 1.457 91.80%
Total 4.444 2.716 61.11% 4.069 2.585 63.52%

Source: Sales Tax Section, RRCOs 2016& PI Report 2015

Table 11 gives the comparative information on the appeal cases for the two income 
years of 2015 and 2016. The amount pertains only to the fines and penalties put up 
under appeal during the two years. The fines and penalties raised and appealed 
decreased from Nu.4.444 million to Nu.4.069 million. However, the collection rate 
is more in 2016 with around 63 percent. Collection of data on number of cases 
processed both at regional and head office was missing which would be crucial in 
determining the effective collection rate.
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PART IV
SALES TAX EXEMPTION AND POST 
CLEARANCE
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4.1 Exemption of Sales Tax

Sales Tax, Customs and Excise Act of Kingdom of Bhutan, 2000 and amendment 
thereof, and Fiscal Incentive policy provide Sales Tax exemption to various exempt 
organization and sectors specified as per Economic Development Policy 2016. 
Although exemption under any taxation system can be discretionary, however, 
some exemption in this context are also provided in line with international 
agreements and covenants and to sectors that require support.

4.2 Forgone tax through exemptions and refunds

There was significant increase in overall tax forgone under the jurisdiction of Sales 
Tax Division for last five years.

Figure 17: PoE forgone vs PoS forgone tax

In 2015, total forgone tax almost doubled in comparison to 2014 but, just around 12 
percent increase in foregone tax was recorded in the income year 2016. Figure 17 
gives the amount of tax foregone from various collection points for last five years. 
Exemption at the PoE forms the major part of total tax forgone. In 2016, out of total 
tax forgone of Nu.2,270.98 million around 93 percent constitutes the tax foregone 
at the PoE.

Figure 18 shows the comparative trend between foregone tax and Sales Tax 
collection for last five years. It is clearly shown that there is only a marginal 
difference between slopes of the trend for foregone tax and the trend for Sales 
Tax collection. It implies that, should this trend continue without proper measure in 
place, the tax cost might rise above the revenue collection in times to come. 
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Figure 18: ST Collection vs forgone

Table 12 shows the tax foregone through exemptions and refund for the income 
year 2016 to various organization and sectors. As shown in the above tabulation 
highest tax foregone was through exemption issued for the import of vehicle 
against the quota issued by the Ministry of Finance (MoF). It accounts to around 
40 percent of the total tax foregone for the year 2016. Tax foregone on account of 
exemption granted to Hydropower Projects and Raw materials for manufacturing 
units follow the next.

Table 12: Sales Tax exemption value and forgone tax value details

Sl No Particulars  Exemption  Refund  Total 
I Point of Entry
1 Agriculture 850,018.27 -   850,018.27 

2 Airlines 54,697,138.17 -   54,697,138.17 

3 Army 3,252,781.15 2,109,103.96 5,361,885.11 

4 Cable 19,276.17 -   19,276.17 

5 CSO, RO & NGO 4,429,259.38 333,161.29 4,762,420.67 

6 Education 17,499.00 233,078.00 250,577.00 

7 Duty Free 42,325,937.69 -   42,325,937.69 

8 GREEF & IMTRAT 41,758,149.37  -   41,758,149.37 

9 Health 478,131.51 -   478,131.51 

10 Hotel 3,378,748.40 -   3,378,748.40 

11 Hydropower Projects 316,724,362.62 54,229,460.76 370,953,823.38 

12 International Organization 5,115,140.91 -   5,115,140.91 

13 Others 101,753,223.71 -   101,753,223.71 
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14 Plant and Machinery 178,145,438.49 4,825,230.84 182,970,669.33 

15 Public agencies 5,155,229.26 354,771.64 5,510,000.90 

16 Raw Materials 390,332,697.73 127,892.50 390,460,590.23 

17 Tour operators 6,018,454.16 -   6,018,454.16 

18 Vehicle quota 833,301,336.17 66,856,764.76 900,158,100.93 

 Total 1,987,752,822.15 129,069,463.75 2,116,822,285.90 
II Point of Sales
1 Beer 4,911,321.01 -    

2 Cable Service 2,997,900.60 -   -   

3 Cement 86,102,910.50 -   -   

4 Hotel (Services) 7,767,883.02 -   -   

 Total 101,780,015.13 -   101,780,015.13 
III Green Tax 52,132,706.12 248,753.65 52,381,459.77 
 Grand Total 2,141,665,543.40 129,318,217.40 2,270,983,760.80 

Source: Customs & Excise Section: Sales Tax Section RRCOs, 2016

4.3 Post Clearance Audit

Post Clearance Audit (PCA) is risk based assessment approach adopted by 
the division to ensure if exemptions are not misused. PCA on annual basis is 
conducted for operational manufacturing entities which have availed tax exemption 
on raw material and Plant & Machinery. Comparing to 2015, both the number of 
units audited and amount of tax raised decreased in 2016 with around 84 percent 
and 62 percent respectively. However, additional tax collected per unit audited 
increased by around 12 percent in 2016 in comparison to 2015 which is reflected 
in table 13. 

Table 13: PCA status for 2015 and 2016

Particulars 2015 2016 % Change
Unit audited 120 65 -84.62%
Tax Raised 1,814,909.11 1,119,621.75 -62.10%
Effective collection 15,124.24 17,224.95 12.20%

Source: PI Report 2015 &Sales Tax Section, RRCOs 2016

Table 14 shows the region wise PCA effort for the year 2016. The majority of 
the units covered for PCA are manufacturing units on utilization of raw material 
imported under exemptions. RRCO, Phuentsholing has highest number of 
manufacturing units audited for the year ,however ,no additional tax was raised. 
In terms of additional tax raised, RRCO, SamdrupJongkhar has the highest 
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amounting to Nu. 560,876.50 (Ngultrum five hundred sixty thousand eight hundred 
seventy six and Ch. Fifty). PCA at RRCO, Thimphu pertains to registered tourists 
standard hoteliers who has availed exemption based on Fiscal Incentive policy. In 
2016, only four RRCOs out of eight have conducted PCA. 

Table 14: PCA collection status

Region
Units 
as-

sessed
ST raised

ST dropped Fines and 
Penalties

Dropped
PCA on

RTCA DTCA RTCA DTCA

Bumthang 0 -   -   -   -   -   0  

Mongar 0 -   -   -   -   -   0  

Gelephu 2 51,204.72 -   -   9,075.48 2,765.20 0 Manufacturing

Pling 38 -   -   -   1,000.00 -   0 Manufacturing

Paro 0 -   -   -   -   -   0  

SJ 9 560,876.50 -   -   -   -   0 Manufacturing

Samtse 0 -   -   -   -   -   0  

Thimphu 16 507,540.53 140,523.22 -   3,544,433.04 696,713.76 0 Hotel and 
Restaurant 

Total 65 1,119,621.75 140,523.22 -   3,554,508.52 696,713.76 0  

Source: Sales Tax Section, RRCOs 2016
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PART V
OUTPUT PER STAFF
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The tabulation below provides review of the overall performance of the divisions 
with respect to overall measurable output namely revenue collection, assessment, 
appeal, issuance of exemption and refunds. 

For the purpose of measuring the volume of work undertaken by the Division all 
tax values irrespective of the collection or exemption has been added. In order to 
ascertain the work volume per staff, tax value has been divided by the strength of 
the staff. From table 15, it can be seen that the number of staff remained same in 
2015 and 2016. However, the revenue collection per staff from monthly Sales Tax 
collection along with fines and penalties increased by around 19 percent in 2016. 
As for the contribution per staff with respect to the total revenue collection, it 
has been determined by summing up all the collections from monthly collection, 
assessment, Post clearance audit and fines and penalties. The total contribution 
per staff stood at worth of Nu.63.815 million in the year 2016. 

The appeal and exemption, although cannot be equated as tax collection, their 
values have been taken into account for computation of the volume of the work. 
In total ,the foregone tax and appeal amounts to more than 151 percent of the 
revenue collection, so it can be inferred that most of the official’s time is being 
spent on processing exemptions, refunds and appeals.

Table 15: Output per staff

Sl. 
No Particulars

Summary Contribution per staff

2015 2016 2015 2016 % change

A Staff strength 61.00 61    

 Study leave or EOL 11.00 9    

 Active staff 50.00 52    

B POS Collection

1 Total STCA number 457.00 525 7.49 8.61 14.88%

2 Revenue Collected 1,326,235,784.52 1,584,592,256.23 21,741,570.24 25,976,922.23 19.48%

3 Fines and penalties 
collected 3,378,575.37 1,537,598.32 55,386.48 25,206.53 -54.49%

4
Total collection (From 
monthly collection) 
(2+3)

1,329,614,359.89 1,586,129,854.55 21,796,956.72 26,002,128.76 19.29%

5 Assessed number of 
STCA 132.00 198.00 2.16 3.25 50.00%

6 Assessment collec-
tion 14,733,304.21 13,866,965.46 241,529.58 227,327.30 -5.88%

7 Total revenue collec-
tion (4+6) 1,344,347,664.10 1,599,996,820.01 22,038,486.30 26,229,456.07 19.02%

C Forgone tax  

8 Forgone tax value 
(including refund) 2,032,604,487.39 2,270,983,760.80 33,321,385.04 37,229,241.98 11.73%
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D Appeal

9 Tax(appeal) 15,117,138.88 13,866,965.46 247,821.95 227,327.30 -8.27%

10 Fines(appeal) 10,441,497.51 4,067,079.17 171,172.09 66,673.43 -61.05%

11 Total(appeal) 25,558,636.39 17,934,044.63 418,994.04 294,000.73 -29.83%

E PoSt clearance Audit

12 No. of units assessed 120.00 198 1.97 3.25 65.00%

13 Raised Tax Amount 
(PCA) 1,814,909.11 13,866,965.46 29,752.61 227,327.30 664.06%

14 Tax Amount Dropped 
(RTAC) -   0 -                         -   0.00%

15 Tax Amount Dropped 
(DTAC) -   0 -                         -   0.00%

16
Collected Tax 
Amount (PCA) (13-
14-15)

1,814,909.11 979,098.53 29,752.61 16,050.80 -46.05%

17 Fines and Penalties 
Raised (PCA) 223,959.00 3554508.52 3,671.46 58,270.63 1487.12%

18 Fines and Penalties 
Dropped (RTAC) 150,464.20 696713.76 2,466.63 11,421.54 363.04%

19 Fines and Penalties 
Dropped (DTAC)                           -   0                      -                         -   0.00%

20
Fines and Penalties 
collected (PCA) (17-
18-19)

            73,494.80 2857794.76            ,204.83          6,849.09 3788.43%

21 Total amount collect-
ed (PCA) (17+20)          ,888,403.91        3,836,893.29          0,957.44          2,899.89 103.18%

22 Total revenue collect-
ed (7+21)   ,346,236,068.01   ,603,833,713.30   2,069,443.74   6,292,355.96 19.13%

F Total contribution 
(8+11+22) 3,404,399,191.79 3,892,751,518.73 55,809,822.82 63,815,598.67 14.34%

Source: Sales Tax Section, RRCOs

Finally, the total of all the intrinsic value of the work amount to Nu. 3, 892.75 million 
in 2016. When distributed equally amongst the staff, the per staff output accounts 
to Nu.63.82 million in 2016 that is around 14 percent more than that in 2015 which 
was Nu.55.81 million. This includes even the staff who are either on EOL or study 
leave. Excluding the staff that were on EOL, output per staff increases to Nu.74.86 
million. 
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PART VI
GREEN TAX
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6.1 Green Tax

The Green Tax in Bhutan was first introduced though Tax Act 2012 under which 
Green Tax was introduced on Vehicles with following rates:

Table 16: Green Tax schedule as per Tax Act 2012

Sl.# Items Green Tax
1 Passenger Vehicles with engine capacity of 1800 cc and above 20%

2

Vehicle with engine capacity of 1800cc and below and vehicle such 
as buses used for general public transport, certain utility vehicles 
which are mostly used on the rural roads such as pick-ups and 
trucks

5%

Source: Customs & Excise Division, 2015

Further, with the introduction of Tax Act 2014, more goods and commodities were 
added and rates were also revised as given in Table 17. Initially Green Tax was 
introduced with only 3 rates (including ‘0’ rate) and later it was increased to 7 rates.

Table 17: Revised green rates on goods and commodities as per Tax Act 
2014

Sl.# Types of Goods BTC heads Green Tax rates
1 Motor vehicles 87.03, 87.04, 87.06 & 87.07 0% , 5%, 10%, 15%, 20%, 

25%, 30%
2 Motor sprits (petrol) 2710.12.10 5%
3 HSD (diesel) 2710.19.15 5%

Source: Customs & Excise Division, 2015

Currently Green Tax base is limited to few of goods and commodities. Further, the 
collection of Green Tax is also done at the point of entry by Customs and Excise 
Division (Customs and Excise Division, 2015).

6.2 Green Tax Collection

The total Green Tax collection in 2016 increased to Nu. 836.45 million from Nu. 
713.02 million in 2015. The increase is around 17 percent compared to 2015. As 
majority of the import enters Bhutan from RRCO, Phuntsholing, highest Green Tax 
collected was also recorded at RRCO, Phuntsholing for all the consecutive years 
since its introduction in 2013. In terms of percentage, around 80 percent of Green 
Tax collected is recorded at RRCO, Phuntsholing in 2016 followed by RRCO, 
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SamdrupJongkhar. Other details of forgone tax of Green Tax through refund and 
exemption have been already presented in previous part IV of this report.

Amongst the RRCOs, RRCO Phuentsholing collects around 74 percent of the 
entire Green Tax(Sales Tax Section, RRCO Bumthang, 2016) collection followed 
by Samdrupjongkhar (16 percent of total), Gelehpu (7 percent of total ) and Samtse 
region (4 percent of total) respectively. The comparative of three years has been 
presented in figure 19. 

Figure 19: Region wise Green Tax reduction
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Annexure

Unit name Nature of 
business RRCO ST amount 

2015
ST Amount 

 2016
Bhutan Brewery Beer Pling 613,692,145.00 875,521,946.00 
Bhutan Telecom 
Ltd.

Telecom 
Service Thim 57,680,271.30 135,814,224.73 

T.S Beverages Beer Pling 39,055,360.94 53,492,532.00 

TashiInfocomm Ltd. Telecom 
Service Thim 35,444,268.48 39,662,023.11 

M/s Penden 
Cement Authority Cement Sam 27,441,779.72 28,940,392.76 

Tashi Taj Hotel & 
Restaurant Thim 27,390,613.77 27,949,920.81 

Tashi Beverages Aerated 
water Pling 22,522,923.64 26,873,102.03 

Uma Hotels and 
Resorts 

Hotel & 
Restaurant Paro 25,512,453.10 24,023,595.86 

Amankora ( Paro ) Hotel & 
Restaurant Paro 19,410,044.68 22,169,257.68 

Kinjor Brewery 
Private Ltd. Beer Pling -   20,846,380.00 

Total   868,149,860.63 1,255,293,374.98 


