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foreword

The Division is pleased to present Performance Indicator for the Income year 2017. 
It provides summary of output and achievements of the Sales Tax Division covering 
core areas such as revenue collection, revenue foregone, assessment coverage, 
and other policy and administrative initiatives undertaken.

The year 2017 recorded Sales Tax collection of Nu 3,979.51 million, an increase of 
3.6% compared to 2016. Of the total, Sales Tax at Point of Sale contributed to Nu 
1,900.31 million which saw an increase of 20% notably catching up Sales Tax 
collection at Point of Entry which has Nu 2,079.20 million as its entire collection.

The Division also saw an increase in Sales Tax Collecting Agent from 525 to 600. 
Besides hotels and restaurants which still dominate the registered Sales Tax 
Collecting Agent, the increase also came from registration of vehicle dealers with 
shifting of Sales Tax collection from point of entry to sale. 

In an effort to provide accessibility and efficient delivery of taxpayer services 
exemption and refund process were decentralized to a large extent. It has been 
noted that the turnaround time for exemption and refund process have been 
drastically reduced through this initiative.

Additionally, with change in market dynamics and business processes, the Division 
initiated timely policy measures to align such effect and changes in the economy. 
The revision of rules on beer, valuation method on aerated water and introduction 
of Sales Tax on vehicle were some initiatives undertaken which brought in 
additional revenue to the Government. Apart from vehicle, revenue from beer and 
aerated water contributed additional revenue of Nu 78 million and 16 million 
respectively. 

The revenue highlight and foregone presented in this report are based on the 
income year and therefore does not align with figures reported in the National 
Revenue Report. This standard has been maintained to provide simple data 
collection method and true performance of the Division for a particular year.

Finally, I would like to take this opportunity to thank Director for his continuous 
support and guidance and also to Regional Directors and Staff of the regional 
offices for providing significant support and contribution towards Division’s 
achievement and performance. 

(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: 
• To introduce dynamic tax system
• To collect taxes efficiently and effectively; and
• To promote voluntary tax contribution

Values:
•	 Integrity and professionalism: We are transparent, incorruptible, 

trustworthy, professional and fair
•	 team work: We are concerned for each other and recognize team efforts 

for achieving our organization goals
•	 service: We provide courteous, prompt, fair and efficient services to all the 

taxpayers
•	 commitment: We are sincere and dedicated to achieve the goals of our 

organizations.
•	 responsiveness: We anticipate, welcome and execute change

oBJectIVes:
• To ensure Sales Tax and Green Tax revenue targets
• To modernize and reform the existing tax system
• To enhance public service delivery
• To strengthen capacity of Sales Tax Division
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Part I: 
oVerVIew of sales tax dIVIsIon
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1.1	 Introduction

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

a. Register Sales Tax Collecting Agents,
b. Monitor monthly Sales Tax collection,
c. Assess Sales Tax collection from Point of Sales 
d. Provide and process exemptions and refunds of Sales Tax,
e. Conduct Post Clearance Audit, and
f. Review and compile forgone tax.

Besides above, the Division is also responsible to carry out the following activities 
towards strengthening taxation policy to adapt 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 current business practices and change to improve efficiency and 

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

Although the Division is responsible for overall administration of Sales Tax and 
Green Tax, these taxes at the moment are collected at the entry point almost on 
entire goods that are imported for ease of administration. Only few goods and 
services are actually collected at the point of sale 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 and 
Excise Division, and Revenue Accounts and Audit Division for tax collection.
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1.2	 Activities	undertaken	in	2017

The following are some additional work and initiatives undertaken by the Division 
during the year 2017.

1.2.1 revision of sales tax on aerated water
The Division in coordination with the concerned regional offices for the first time 
reviewed levy and collection of Sales Tax on aerated water for the following three 
companies Bhutan Beverages, Drangchu Beverages and Big Cola located in 
Phuntsholing and Samtse respectively. 

It was observed that effective Sales Tax collection was below the current rate 
which was about 7% on the selling price against 30% tax rate. Therefore, the 
revision was carried out bearing in mind to correct valuation method and also to 
bring uniformity among the three companies to comply with the procedures. 

1.2.2	 Revision	of	rules	on	collection	of	Sales	Tax	on	beer
The Division carried out revision of rules on valuation, collection and deposit of 
Sales Tax on beer at Point of Sale. The revision included collection at the distributor 
level for the domestic manufactured beer. The salient feature of this revision was 
introduction of input tax credit on collection and deposit of Sales Tax. 

The introduction of Sales Tax at distributor level further boosted the revenue 
collection at Point of Sale. 

1.2.3	 Sales	Tax	collection	on	vehicle	at	Point	of	Sale
The Division made a significant move in shifting collection of Sales Tax on vehicle 
at PoS. The move was made after introduction of Goods and Service Tax in India to 
counter the revenue impact resulted with corresponding fall on assessable value 
of goods since GST and other allied taxes were exempted at source.
 
31 vehicle dealers were registered as Sales Tax Collecting Agent in 2017 and 
subsequently contributed Nu 162 million from vehicle.

1.2.4	 Sales	Tax	In-house	training	cum	workshop
The Division conducted In-house workshop cum training on strengthening the 
Sales Tax Administration at RRCO, Paro. The workshop covered re-orientation on 
recent rules revision on beer and vehicle and basic training on HS and coding 
system.
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The workshop also discussed and resolved day to day administration issues to 
bring uniformity in implementation of rules and procedure across the regional 
offices.

1.2.5	 Decentralization	of	exemption	on	selected	sectors
The Division initiated additional decentralization of exemption process on the 
following selected sectors Transport, Health and Energy having built up the 
capacity and confidence of the regional office through two rounds of workshop on 
Fiscal Incentives.

1.2.6	 Enhancement	of	Sales	Tax	module	in	RAMIS
The Sales Tax module in RAMIS was enhanced to adapt with policy changes as 
envisaged by the Division. The features include issue of exemption on raw materials 
for manufacturing industries at entry point.

The major highlight of the development is the incorporation of Sales Tax module 
on vehicle which provides assessment and collection of Sales Tax at PoS with 
different classification code and corresponding tax rates.  The system also facilitates 
application of exemption on vehicle.

1.2.7 Goods and service tax (Gst)
The GST project team initiated the necessary preparatory activities for introduction 
of GST in Bhutan by 2020 following the Cabinet order on 15th August 2017. The 
order was in support of Division’s effort on pursuing introduction of GST in the 
country.

Under the leadership of Hon’ble Finance Secretary, GST Project Management was 
instituted with the Director, DRC as the Project Director in September 2017. A 
distinct GST Project Office established in December 2017 is currently led by a 
Project Manager with four other officials from the Department which oversees the 
overall responsibilities for execution of all GST related activities in Bhutan. 

GST Implementation Plan for Bhutan, drafted by GST Project Office was endorsed 
by PPCM, MOF end of December 2017. The document contains the comprehensive 
plan covering the Strategy and action plans, High-level timeline, and the financing 
requirement in five separate components of GST activities. 



 15 | Performance Indicator Report 2017

1.3	 Organizational	Structure

1.3.1 organogram: department of revenue customs

1.3.2 organogram: sales tax division
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1.4 Human resources

The Human Resource is the key element that contributes towards achieving the 
objectives and goals of an organization. It requires a right size of human resource 
allocation to deliver the services efficiently and effectively.

The Division over the span of 12 years had a fair growth of its manpower. It has 
now reached 66 in total, 6 times greater than it was in 2006 when the Division was 
initially established. The following table provides the summary of the staff details.

Table	1:	Human	resource	profile

Office Officer Inspector total male female eol sl

DRC Hq 5 2 7 6 1   

Bumthang 2 3 5 4 1   

Gelephu 2 3 5 2 3   

Mongar 2 2 4 2 2   

Paro 4 3 7 3 4   

Phuntsholing 8 4 12 5 7 1  1

S/Jongkhar 4 1 5 3 2  1

Samtse 3 2 5 4 1 1  

Thimphu 12 4 16 6 10  2

total 42 24 66 35 31 2 4

As shown in the above table, the Division has 42 officers and 24 Inspectors spread 
across the regions and the Division. Thimphu region has the highest number of 
manpower followed by Phuntsholing with 16 and 12 respectively. Smaller regions 
like Bumthang, Gelephu, S/Jongkhar and Samtse has 5 officials each. The manpower 
is allocated depending on the size of the regions both in terms of workload and tax 
base against the approved manpower strength projected for the relevant Five Year 
Plan. 

The year 2017 had 4 officers undergoing long-term studies/training and 2 officers 
on extraordinary leave and subsequently leaving it to 60 officials that were actively 
involved in the affairs of the Division.  
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Part II: 
reVenue Performance
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2.1	 Overall	Sales	Tax	collection

The total Sales Tax collection this year accounted to Nu 3,979.51 million which is 
about 3.6% increase compared to 2016. Although there is slight increase in revenue 
collection but has been increasing at decelerated rate. 

The Sales Tax collection to a large extent has been impacted with introduction of 
Goods and Service Tax in India as it being the largest trading partner. The fall in the 
import assessable value with removal of excise duty and subsequent exemption of 
Integrated Goods and Service Tax at source on imports had direct bearing on Sales 
Tax collection.

2.1.1	 Sales	Tax	as	percentage	to	Gross	Domestic	Product	(GDP)
The Sales Tax contribution as percentage to GDP is about 2.4%. Historically the 
data provides that on an average for the last 18 years the Sales Tax collection has 
been around 2% of the GDP. Further to given an understanding of correlation of 
Sales Tax against the GDP, the following tax buoyancy has been computed using 
the simple regression method.

Upon regressing, the following coefficient has been estimated:
Log (ST) = -3.26 + 1.34 Log (GDP)   R2 =0.97   
 
It indicates that for every percentage increase in GDP would results in 1.34 percent 
change in Sales Tax collection. Since the increase in Sales Tax collection is more 
than 1 percent of every increase in GDP, Sales Tax is considered efficient and 
buoyant in response to growth in GDP. 

2.1.2	 Sales	Tax	contribution	to	National	Revenue
The Sales Tax contribution as percentage to National Revenue has not seen a major 
change with average share of 12.12% since 2011. There has been a steady growth 
with equal corresponding increase in National Revenue; however trend may not 
necessarily remain same. This is because revenue for the government through 
various sources like hydropower projects and other direct sources might increase 
the overall revenue but may not necessarily Sales Tax. 
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Table	2:	Sale	Tax	as	contribution	to	National	Revenue

Year 2011 2012 2013 2014 2015 2016 2017
National 
Revenue 7,458.80 20,354.46 21,101.69 23,244.61 25,141.03 28,033.81 29,713.60 

Sales Tax 2,014.39 2,281.69 2,148.22 2,615.66 3,383.99 3,861.19 3,979.51 
% Contribution 11.54 11.21 10.18 11.25 13.46 13.77 13.39 

2.1.3 Point of entry (Poe)
The Sales Tax at PoE captures almost entire goods imported from India and rest of 
the countries. The Sales Tax is collected against the rates provided under the 
Bhutan Trade Classification 2017. 

With shifting of Sales Tax collection on vehicle at Point of Sale, it now has seven 
rates that are collected at PoE on Free on Board at Ad-valorem and two specific 
rates on Gold and Silver.

Currently under the goods, beer and vehicle are shifted to PoS for collection of 
Sales Tax on imported goods considering the administrative efficiency and potential 
for revenue growth.

Table	3:	Sales	Tax	rates

seven ad-valorem rates
sl # rates common items no. of items

1 0% Fresh Vegetables, Fresh Meats, Cereals, medicines, 
Fertilizers, 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
7 100% Tobacco & Alcohol 36

Two	Specific	rates
Sl.# Rates Common items No of items
1 Nu. 500/10gm Gold 1
2 Nu. 2000/Kgm Silver 1
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As shown in the Table 3, majority of the items fall under 5 percent Sales Tax 
accounting to 41 percent of goods following 10 and 15 percent Sales Tax covering 
38 and 7 percent respectively.

2.1.3.1	Revenue	Collection
The Sales Tax collection at PoE accounted to Nu 2,079.20 million, a decrease of 
8.69% against 2016 collection. The fall in revenue is attributed to fall in import 
value since the start of GST in India. The other reason could also be as a result of 
shift in collection of Sales Tax on vehicle at PoS which has high assessable value 
and higher corresponding tax rates although may not be as that significant. 

The Phuentsholing region has the highest Sales Tax collection with Nu 1,663.33 
million. It constitutes 80% of the overall collection and it is mainly due to high 
volume of trade and import transaction taking place compared to other regions.

Chart	1:	Collection	trend

Chart	2:	Region	wise	collection
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2.1.4 Point of sale
Sales Tax collection at PoS began since 2000 on few selected goods and services. 
The move was taken with objective to gradually broaden scope of Sales Tax 
collection on various goods and services. 

Currently, following eight goods and services are listed for collection at PoS. The 
motor vehicle is the latest good that has been added to the list.

Table	4:	Sales	Tax	rates	on	goods	and	services

sales tax on Goods
sl.# Item rates

1 Aerated water 30%
2 Beer 100%
3 Cement 5%

4 Vehicle
Vehicle not exceeding 1500cc 45%
Vehicle above 1500 cc 50%

sales tax on services
sl.# Item rates

1 Cable or Digital Television 30%
2 Cinema 30%
3 Hotel & Restaurant 10%
4 Internet and Telecom 5%

2.1.4.1	Revenue	Collection
There is gradual increase in collection of Sales Tax at PoS.  It is growing on an 
average of 24% since 2010.  The Sales Tax collection accounted to Nu 1,900 million 
showing 20% increase over last year. 

Sales Tax on vehicle contributed little over 50% of increase with additional revenue 
of Nu 162 million.  There is also an increase from other goods and services which 
is provided in details under Part III. 
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Chart	3:	Revenue	collection	trend

2.1.5 Poe vs Pos
The two collection points are almost contributing equally in terms of revenue. The 
PoS is gradually catching up PoE with ratio of 1:1.09 in 2017. The gap between the 
two points has been narrowing since 2010 with increase in Sales Tax at PoS but 
more importantly, it is to be noted that it is as a result of decline in Sales Tax 
collection at PoE.

Although, this provides scope to broaden tax base by bringing in more goods at 
PoS from revenue standpoint, however, for administrative and compliance issues 
almost entire goods are taxed at PoE. The policy reform such as implementation of 
Goods and Service Tax in near future would address such problems. 

Chart	4:	Revenue	comparative	at	PoE	&	PoS	
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Part III: 
sales tax collectIon at PoInt of sale
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3.1	 Sales	Tax	Collection

The Sales Tax collection saw 20% increase with Nu 1,900.31 million compared to 
2016. Apart from Sales Tax on vehicle, increase mainly came from beer with Nu 78 
million. The increase could be attributed to introduction Sales Tax collection at 
distributor level.

The Sales Tax on aerated water also saw an increase from 4% in 2016 to 47% 
accounting to additional revenue of Nu.16 million.  The notable change is as a 
result of the revision of Sales Tax on aerated water where effective tax rate was as 
low as 7% until 2016. 

The Sales Tax collection on cement showed an improved sign in 2017. The sale on 
cement has gradually picked up in both regions Samtse and S/Jongkhar and 
subsequently contributed additional revenue of Nu 18 million and 16 million 
respectively.

There is fall in the collection of Sales Tax on cable TV by 15% compared to 2016. 
The fall indicates low compliance throughout the regions by the cable operators. 
The shortfalls are however adjusted against the additional collection raised after 
the assessment. The collection also saw small decline on Telecom service.

Hotel provided steady increase in revenue annually with increase of 8% in 2017. 
The increase is about Nu 28.51 million compared to 2016 which mainly came from 
Thimphu and Paro where hotels are largely established under these regions. 

Table	5:	Head	wise	summary	of	collection

Head 2016 2017 (+ or -) %	Change %	Share
 Aerated water 34.04 50.15 16.11 47.34 2.64
 Beer 958.01 1,036.09 78.08 8.15 54.52
 Cable TV 21.31 18.11 -3.2 -15.02 0.95
 Cement 55.34 89.51 34.17 61.75 4.71
 Hotel 340.3 368.81 28.51 8.38 19.41
 Telecom 175.6 175.18 -0.42 -0.24 9.22
 Vehicle 0 162.45 162.45 0 8.55
 total 1,584.59 1,900.31 315.70 19.92 100
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3.1.1	 Regions’	collection
Phuentsholing region still continues to record the highest collection in terms of 
revenue with Nu 1,146.18 million. It contributed 60% of the entire revenue 
collection at PoS whilst the rest of the region in total made up remaining 40% of 
the collection. Mongar and Gelephu contributed less than a percent.

Table	6:	Region	wise	collection

Head
region

total
Bm GP mG Pr Pl sm sJ tH

Aerated water 41.68 8.48 50.16
Beer .99 .72 1,031.18 1.64 1.56 1,036.09
Cable TV .79 1.96 1.98 .94 3.53 1.19 1.20 6.52 18.11
Cement 3.21 56.95 29.34 89.51
Hotel 11.13 2.87 1.17 144.56 27.25 .40 3.57 177.67 368.81
Telecom 175.18 175.18
Vehicle .12 39.33 .06 .11 122.83 162.45
total 13.09 5.67 3.15 145.50 1,146.18 68.72 34.22 483.76 1,900.31

Chart	5:		%	share	of	contribution	by	region
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3.1.2	 Share	of	contribution	by	head
The Sales Tax on beer contributes 54% of the entire collection. There is steady 
growth in revenue under this head. Revenue from hotel takes a second position in 
terms of its share with 19% while Telecom and Vehicle share equal contribution of 
9%.

If the policy remains same, revenue from vehicle would take over few other goods 
and services in near future gauging from the collection that was made for period 
of three months in 2017.

Cable TV takes the lowest share with 1%. Although collection is broad base, 
revenue collection from these services has not been significant. Despite continuous 
effort to improve taxpayers’ compliance through assessment and awareness, it is 
still lacking to comply with collection procedures.

Chart	6:	Share	of	contribution	as	per	head

3.2	 Sales	Tax	Collecting	Agent	(STCA)

The business entities notified to collect Sales Tax at PoS are registered with 
Department as Sales Tax Collecting Agent. They are authorized to collect Sales Tax 
on applicable goods and services and subsequently deposit to respective regional 
offices on a monthly basis.
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There are 600 registered STCA across the regions with 77 new registrations in 
2017. Besides, hotel and restaurant, major increase came from vehicle dealers 
under Thimphu and Phuntsholing regions with shift of collection at PoS since 
August 2017.

Chart	7:	Registered	STCA	
The registration under hotel and restaurant records the highest number of STCA 
with 463 followed by cable and digital TV with 77. The registration under Telecom 
and aerated water remained same with 3 and 4 respectively.

Chart	8:	Region	wise	registered	STCA	
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Regional Office, Thimphu still records the highest number of STCA with 249 mainly 
because hotel and restaurant that dominates the STCA are mostly located in 
Thimphu. Smaller regions like Samtse, Mongar and Gelephu has almost the equal 
number of hotels and Cable TV as their registered STCA.

Table	7:	Summary	of	STCA	as	per	heads

Head
regions

total
Bm GP mG Pr Pl sm sJ tH

Hotel 52 19 14 96 42 5 24 211 463
Cable TV 8 18 13 5 5 5 11 12 77
Telecom        3 3
Aerated water     2 2   4
Beer 1 1  1 12 1  2 18
Cement     1 2 1  4
Vehicle  5   5   21 31
total 61 43 27 102 67 15 36 249 600
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Part IV: 
assessment & collectIon
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4.1 assessment coverage

Assessment of STCA is undertaken by regions on periodic basis to ascertain and 
finalize their tax liability either through desk or field. Assessment improves tax 
compliance and results in timely collection and deposit of Sales Tax.

4.1.1 assessment status
The assessment coverage depends on the size of the region and availability of 
manpower in the respective regions. Smaller regions are in better position to clear 
up the backlogs compared to the bigger regions.

However on contrary unlike Mongar and S/Jongkahr which has assessment 
coverage of 100% and 77%, smaller regions like Bumthang, Gelephu and Samtse 
are far below the average assessment coverage. 

Bigger and medium size in terms of registered STCA and collection like Phuntsholing 
and Paro have improved their assessment effort compared to 2016. They are far 
ahead of the average assessment coverage with 86% and 88% respectively.  
Thimphu being the largest region in terms of registered STCA is pulling up with 
54.2%, slightly improved compared to 2016 against 41% coverage.

Assessment has far reaching effect in terms of compliance and revenue collection. 
Additional and timely collection of revenue could be determined through periodic 
assessment.

Chart	9:	Assessment	coverage
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4.1.2	 Additional	collection	
The assessment efforts are translated in terms of their additional collection. Higher 
the assessment coverage value, better it is for tax compliance and collection. It is 
also important to understand how effective the assessment effort is by looking at 
the effective collection. 

On the whole 2017 saw an increase in assessment coverage. 300 units were 
assessed compared to 198 units in 2016. The assessment coverage increase is 
51.2% with corresponding additional revenue collection of Nu 21.58 million. 

Although there is an increase in revenue collection in absolute value, however, 
effective collection almost remained same with a marginal variation. Assessing 
300 units in 2017 was same as assessing 198 units in 2016. 

Thimphu region contributed the highest revenue through assessment and also has 
the highest number of units assessed. Effective collection is Nu 113,957.87 way 
above the average effective collection.

Table	8:	Effective	collection

region
2016 2017 %	change	of	

effective	
collectionno. Collection Effective	

collection no. Collection Effective	
collection

BM 16 971,239.26 60,702.45 29 1,334,691.46 46,023.84 -0.24
GP 11 1,413,665.99 128,515.09 17 279,134.35 16,419.67 -0.87
MG 8 138,897.95 17,362.24 27 234,931.31 8,701.16 -0.50
PR 47 1,174,861.23 24,997.05 90 1,515,812.05 16,842.36 -0.33
PL 11 1,033,945.48 93,995.04 58 1,778,663.48 30,666.61 -0.67
SM   6 245,962.90 40,993.82
SJ 31 276,485.80 8,918.90 28 803,664.94 28,702.32 2.22
TH 74 8,996,767.70 121,577.94 135 15,384,312.21 113,957.87 -0.06
total 198 14,005,863.41 70,368.68 300 21,577,172.70 71,923.91 0.02
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Part V: 
aPPeal & waIVer
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5.1 appeal case

The Department had only 78 appeal cases filed across the regions compared to 
198 cases in 2016. It is sign of major improvement in the tax compliance. Almost 
90% of the cases were resolved in their respective regions. Of the 78 cases, only 8 
cases were forwarded to Department for further review.

Table	9:	Appeal	case

region
appeal case

dtac decrease/  increase Issue
2016 2017

Bumthang 16 10 3 -6 Fines & penalties
Gelephu 11 16 0 5 Fines & penalties
Mongar 8 0 -8 Fines & penalties
Paro 11 0 -11 Fines & penalties
Pling 47 0 -47 Fines & penalties
Samtse 0 0 0 Fines & penalties
S/jongkhar 31 0 -31 Fines & penalties
Thimphu 74 52 5 -22 Fines & penalties
total 198 78 8 -120  

Thimphu region received the highest appeal case with 52 followed by Gelephu and 
Bumthang with 16 and 10 respectively. Rest of the regions did not receive any 
appeal cases.

5.2 delinquent case

A total of 11 cases have been put under delinquent case. 10 cases are being 
forwarded to DRC, hq which are currently under review. Thimphu region has the 
highest number of cases with Sales Tax amounting to Nu 3.64 million.

Table10:	Delinquent	case

region Number sales tax fines remarks
Bumthang 1          241,063.25          111,074.15 DRC
Gelephu 1             32,089.00             27,735.50  DRC 
Phuntsholing 1       1,122,720.34       1,191,905.78 Court
Thimphu 8       3,638,111.25          117,139.90  DRC 
total 11       5,033,983.84       1,447,855.33
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5.3	 Fines	&	Penalties

Fines and penalties are levied in line with Chapter 4, General Provision of the Sales 
Tax, Customs and Excise Act 2000 depending on nature of offences. The fines and 
penalties mostly pertain to 24% late interest levied on late payment of monthly 
Sales Tax or on additional Sales Tax raised after the assessment.

Amount of Nu.11.97 million was raised in 2017 by way of 24% late interest and 50% 
fines and penalties on income concealment, mis-declaration or under valuation of 
income. It is about 20% increase compared to 2016.

Table	11:	Fines	&	penalties	raised	and	dropped

region stca unit 
assessed st collected fines raised fines dropped

Bumthang 61 29      1,334,691.46 4,603,210.52 17,484.19 
Gelephu 43 17         279,134.35 58,030.86 19,933.57 
Mongar 27 27         234,931.31 90,569.00 -   
Paro 102  15      1,515,812.05 4,467,466.96 710,911.57 
Pling 67 58      1,778,663.48 297,850.57 42,597.72 
Samtse 15 6         245,962.90 42,820.80 18,973.21 
S/jongkhar 36 28         803,664.94 89,672.93 13,166.73 
Thimphu 249 135    15,384,312.21 2,316,319.62 629,160.49 
total 600 300    21,577,172.70 11,965,941.26 1,452,227.48 

Fines are waived off both at the regional and Department level upon review by the 
appeal committee members. As of 2017, Nu 1,452,227.48 remained waived off as 
provided in the table 11

5.3.1 fines and Penal interest
The table below provides summary of fines and late interest raised and subsequently 
collected during the year. In total Nu 9.21 million was raised of which 5.44 million 
was collected after waiver. Since some cases are still being reviewed both at 
regional and head office level therefore does not conclude that the fines raised are 
finalized with above collection.

Thimphu has the highest amount raised amounting to Nu 3.7 million and 
corresponding collection of penal interest and fines amounting to Nu 0.79 million 
respectively followed by Paro and Bumthang.
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Amount Nu 2.95 million collected by Phuntsholing pertains to income year 2008 
collected in 2017 which does not form part of the fines raised in 2017.

Table	12:	Fines	&	penalties	raised	and	collected

region
2016 2017

fines raised collected fines raised collected
Bumthang 3,285,569.45 897,418.51 661,816.58 570,897.95 
Gelephu 89,248.90 69,220.87 300,839.22 197,770.99 
Mongar 94,299.68 94,299.68 205,285.80 205,285.80 
Paro  721,127.14 1,304,531.60 647,565.50 
Pling 1,646,533.58 1,543,058.06 2,954,745.36 2,954,745.36 
Samtse 1,321.70 1,321.70 4,909.85 4,909.85 
S/jongkhar 56,362.12 56,362.12 88,763.50 75,596.770 
Thimphu 5,476,972.13 2,016,098.47 3,693,328.13 792,345.270 
total 10,650,307.56 5,398,906.55 9,214,220.04 5,449,117.486 
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Part VI: 
exemPtIon of sales tax
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6.1	 Issue	of	Exemption

Issuance of exemption is one of the core functions of Sales Tax Division. The 
exemption is issued upon fulfillment of provisions under Sales Tax, Customs and 
Excise Act 2000 and amendment thereof, and in line with rules on Fiscal Incentives 
Act of Bhutan 2017.

The exemption is issued under the following two cases:
a. Prior to the import of goods or to availing services.
b. Process for refund on which Sales Tax has been paid earlier on goods and 

services

6.2 revenue foregone

Revenue is foregone as result of exemption and refund of taxes. The foregone tax 
has been increasing significantly since 2011 which forms major part of the tax 
expenditure to the government. 

The revenue foregone this year amounted to Nu 2,325.11 million, Nu 54.13 million 
increased over 2016. 

Chart	10:	Revenue	foregone
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The revenue foregone trend is compared against Sales Tax collection in the above 
figure. The trend suggests that the slope of Sales Tax collection and foregone has 
a marginal variation only. This indicates that should the trend continue in the 
medium to long-term, foregone tax would exceed the revenue collection through 
Sales Tax. Therefore, policy measures are necessary to reduce exemption so as to 
increase the gap between the revenue collection and exemption.

The figure below shows the details of exemption and refund provided to various 
exempt parties.

Table	13:	Exemption	at	PoE

Head Exemption refund total
Plant & Machinery 17,963,940.09  17,963,940.09 
Raw Materials 801,930,802.84 5,433,797.56 807,364,600.40 
Vehicles 577,350,012.87 69,952,487.52 647,302,500.39 
Hydro Projects 200,787,480.56 45,818,414.60 246,605,895.15 
Donor assisted projects  3,220,193.96 3,220,193.96 
International Organization 515,217.60 419,400.00 934,617.60 
GREFF & IMTRAT 16,753,216.74  16,753,216.74 
Religious Organization & CSO 293,291.59 28,508.35 321,799.94 
Armed Force 5,427,672.74 3,700,328.15 9,128,000.89 
Tourism & Hotel Industry 1,845,857.67 1,721,930.39 3,567,788.06 
total 1,622,867,492.70 130,295,060.52 1,753,162,553.22 

Table	14:	Exemption	at	PoS

Head Exemption refund total
Vehicles 125,869,658.90  125,869,658.90 
Hotel                              -   
Cable TV 2,115,045.60            2,115,045.60 
Cement 436,476,727.84        1,960,969.87       438,437,697.71 
Beer 5,528,543.28            5,528,543.28 
total 569,989,975.62        1,960,969.87       571,950,945.49 
Grand total foregone 2,192,857,468.32    132,256,030.39    2,325,113,498.71 

•	 Exemption	for	Hydropower	projects	exclude	exemption	on	vehicles
•	 Exemption	on	PM	excludes	exemption	on	PM	&	equipment	for	Hydropower	

projects
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The exemption provided to the manufacturing industries on raw materials has the 
highest revenue foregone with Nu 807.26 million. This is followed by exemption 
given to vehicle with 773.16 million including both at PoE and PoS.

At PoS, exemption on cement accounts the highest with Nu 438.43 million mainly 
provided to hydropower projects in the country.

6.3 Post clearance audit

Post clearance audit (PCA) are conducted for those units that have availed 
exemption as per rule on Fiscal Incentives 2017. PCA is carried out based on risk 
analysis to ensure that exemptions have not been misused.

Against the manufacturing units that avail exemption on raw materials annually, 
PCA is conducted on annual basis to re-confirm that those materials qualify for 
exemption; quantity imported is within the limit approved and check if exemption 
has been sought in case of additional requirement and import.

Table	15:	Sales	Tax	&	fines	collected	after	PCA

Particular 2014 2015 2016 2017
Unit assessed 38 120 65 76
ST collected 4,845,793.19   436,989.62 1,119,621.75   1,114,182.26 
Fines collected 79,464.94     73,494.80    696,713.76         86,116.88 

In total, 76 units were conducted for PCA by the respective regional offices in 2017. 
The regions have also raised and collected Sales Tax Nu 1.114 million and 
corresponding fines Nu 86,116.88. The figure below shows the summary of PCA 
undertaken by the respective regions.

Table	16:	Summary	of	PCA	undertaken

region no.  st raised fines 
raised

waiver collected
Pca onsales 

tax fines sales tax fines

PL 62  118,605.88 15,809.00   118,605.88 15,809.00 Mftg.
SM 2  602,425.98    602,425.98 Mftg.
SJ 4    86,710.58    86,710.58  Mftg.
TH 8  306,439.82 78,339.18  8,031.30   306,439.82 70,307.88 Mftg.
Total 76 1,114,182.26 94,148.18  8,031.30 1,114,182.26 86,116.88  
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Phuntsholing region has the highest number of units undertaken for PCA with 62 
units followed by Thimphu, Samdrupjongkhar and Samtse with 8, 4 and 2 units 
respectively. Samtse had only two units for PCA but made the highest collection 
amounting to Nu 602,425.98.

There is no record of PCA undertaken for hotel industry and travel agents by any 
regions as opposed to huge exemption this sector has availed as per Fiscal 
Incentives 2017. The other four regions have not carried out any PCA. 
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Part VII: 
Green tax
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7.1 levy of Green tax

The Green Tax (GT) was introduced in 2012 covering only on motor vehicle. It has 
now been extended to fuel; motor spirit (petrol) and HSD diesel since the 
introduction of Tax Act 2014. The following is the summary of the rates and items 
covered under GT.

Table	17:	Green	Tax	rates	and	goods

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%

7.2	 Green	Tax	Collection

Year 2017 recorded slight increase in GT collection of Nu 873.8 million against Nu 
836 million in 2016. Phuntsholing region collected the highest GT amounting to Nu 
688.96 million amongst the following four regions.

GT on fuel and vehicle contributed almost the same amount with ratio of 1:1.06 
respectively.

Chart	11:	Green	Tax	collection
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Chart	12:	Green	Tax	collection	by	regions
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annexure

Top	ten	Sales	Tax	Collecting	Agents

sl. no unit name nature of Business rrco st amount
1 Bhutan Brewery Beer P/ling 910,905,893.00 
2 Bhutan Telecom Limited Telecom Thimphu 121,645,246.21 
3 Zimdra Automobiles Motor Vehicles Thimphu 102,340,784.61 
4 Bhutan Resort Corporation Limited Hotel Thimphu 55,016,547.23 
5 Tashi Infocomm Limited Telecom Thimphu 53,449,048.23 
6 T.S Beverages Beer P/ling 46,932,668.00 
7 M/s Penden Cement Authority Cement Samtse 41,685,620.39 
8 Uma Hotels and Resorts Paro Hotel Paro 38,304,978.21 
9 Tashi Beverages Aerated water P/ling 33,275,668.09 
10 Kinjor Brewery Private Ltd. Beer P/ling 31,662,490.00 
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