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EXECUTIVE SUMMARY

Recognizing the importance of the Local Government and as required by the Local
Government Members Entitlement Act 2015,for the Government to determine the
pay, allowances and retirement benefit, the Third Pay Commission was established
on 20" February 2017,to examine and recommend revisions of pay, allowances and
benefits of the Local Government (LG) members. The commission was also directed
to review and recommend revision of the Foreign Service entitlements and the pay
and allowances of the General Support Personnel (GSP) and Elementary Support
Personnel (ESP).

The Commission submitted the Third Pay Commission Report to the Government and

presented the recommendations to the Lhengye Zhungtshog on 1% May 2017.

Based on the recommendation of the Commission, Government has decided
to revise the pay of LG members by 40%, daily allowance (DA) by 33% to 66%
along with the entitlement to claim mileage while traveling outside the respective
Gewogs and Thromdes. The Special Responsibility Allowance for Chairpersons and
Deputy Chairpersons of Dzongkhag Tshogdu have been revised and new rates for
communication allowance and post service benefits for the LG members have been

approved.

With regard to Foreign Service entitlements, the Commission did not recommend
any revision as the salary of the Foreign Service personnel were revised along with
the salary of the other civil servants in July 2014 and any further revision should be

carried out along with the revision for the entire civil service.

The Commission also did not recommend the revision of the pay and allowances of the
of GSP and ESP as their pay is part of the civil service pay structure and any revision
would have cascading effect on pay scales of the entire civil service. Therefore, any
revision of pay and allowances of GSP and ESP to be carried out along with the

revision of the entire civil service.

ydr&power pkoje ts and not

R ¢
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However, with the delay in the commissioning of three

realizing the additional revenue from these projects, revi
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of the entire civil service at this juncture is not affordable. As such, the Government
has decided not to revise Foreign Service entitlements and pay and allowances of the
GSP and ESP.

The financial implication of the revision of pay, allowances and benefits of LG
members is about Nu.135.406 million to be financed from the revenue surplus. Since
the revised pay and allowances shall be implemented from July 2017, Nu.135.406
million has been included in the Budget Appropriation Bill for FY 2017-18.
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INTRODUCTION

The Local Government members have a very important role in deepening the
decentralization process and bridging the gap between the people and the Government,
besides public service delivery. As stated by His Majesty the King, “Local Government
is not the lowest level of government, it is nearest and closest level of government for
our people”. Therefore, it is of utmost importance for the Government of the day
to do whatever is necessary to attract and retain the best to shoulder this important

responsibility.

Further, the Local Government Members Entitlement Act (LGMEA) 2015 states that
the entitlements given to a member shall include pay, allowances and retirement benefit
and the entitlement shall be such amount as may be determined by the Government in

accordance with the provision of the Constitution of the Kingdom of Bhutan.

Therefore, in keeping with the Constitution, the Government established the Third
Pay Commission on 20" February 2017 with the mandate to review and recommend
revision of pay, allowances and benefits of LG members. In addition, the Commission
was also directed to examine and recommend revision of the Foreign Service
entitlements and pay and allowances of General Support Personnel and Elementary

Support Personnel.

The Pay Commission, after carrying out comprehensive review has submitted The
Third Pay Commission Report (3PCR) to the Government on 1* May 2017.

As the 3PCR was comprehensive which is based on extensive research and analysis
with realistic recommendations, the Government has endorsed the recommendations

as follows:
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I PAY, ALLOWANCES AND BENEFITS OF LOCAL GOVERNMENT
MEMBERS
Based on the recommendations of the Commission, the Government has decided

to revise the pay, allowances and benefits of the LG members as follows:

1.1 Salary
The salary of LG members is revised by 40% on the existing pay and introduce
pay scales with 2% annual increment for LG members except for Thrompons
as presented below. Following this revision, the effective increase (take home
pay) after the statutory deductions (11% provident fund, tax deducted at source
and health contribution) will be 18% for Gups, 21% for Mangmis and 22%for
Tshogpas.

Table 1.1: Pay Scale of LG Members

_ . Effective
Existing Revised Tneresise ftalke
i Pay Scale 2014 Pay Scale 2017 Percent
Positions (Pay ) (Eay ) Change| _home pay) |
Min. |Incr.| Max. Min. | Incr. | Max. Amount | %

Thrompon 45,7785 | 916 | 50,364 | 45,785 | 915 |50,360 0% 0 0%
Gup 20,000 - - 28,000 | 560 |30,800 | 40% 3,579 18%
Mangmi 15,000 - - 21,000 | 420 |23,100| 40% 3,188 21%
Dzongkhag
Thromde 15,000 - - 21,000 | 420 |23,100| 40% 3,188 21%
Thuemi
Ao 7,000 | - - 19800 | 195 |10,775| 40% | 1,524 |22%
Thuemi
Tshogpa 7,000 - - 9,800 195 [10,775| 40% 1,524 22%

However, there will be no pay revision with respect to Thrompons as they are already
remunerated adequately. Currently, they are drawing the pay, allowances and benefits
of EX-II level of civil service.
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1.2 Travel and Daily Allowance within Bhutan (TA/DA)
In order to facilitate the LG members to travel within and outside the
Gewog/Thromde for monitoring of development programs and activities, the
Government has decided to revise DA by 33% for Gups, 50% for Mangmis
and 66% for Tshogpas. In addition, the Government has also approved mileage
claim for Gup at Nu.16/km and others at Nu.6/km for travel beyond 10 km as

presented below.

Table 1.2: Revised TA/DA of LG Members

Revised TA/DA, 2017
TA on non- TA outside Gewog/ Annual lump su.m DA
. siictoiabla Thromde on motor- | TA/DA for traveling outside
Posigions . able route traveling | within Gewog (both
route outside ; Gewog/
beyond 10 km (mile- | non-motorable &
the Gewog Thromde
(Nu.) age) or Actual Bus motorable road) (Nu, per day)
’ Fare (Nu.) ‘P y
Thrompon NA Nu.16/km NA 1,500
Gup 250 Nu.16/km 18,000 1,000
Mangmi 250 Nu.6/km 13,500 750
Dzong-
khag
Thepide NA Nu.6/km NA 750
Thuemi
Thiroids NA Nu.6/km NA 500
Thuemi
Tshogpa 250 Nu.6/km 6,000 500

As per Section 19, Chapter 4 of LGMEA 2015, LG members shall not be entitled to the

above travel allowances (TA) and mileage if a member is provided with conveyance

facilities by the Government.
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1.3 Daily Subsistence Allowances (DSA) outside Bhutan
Since the DSA rates for both India and abroad was revised in 2014 for public
servants including LG members, the existing rates are maintained without any

revision as follows:

Table 1.3: Existing DSA outside Bhutan for LG Members

Members DSA per ('iay du-rmg DSA per day during
travel in India travel abroad
Thrompon At par with EX level
Gup At P3-P5 level
Mangmi At S level As per DSA rules of

Dzongkhag Thromde Thuemi At S level Civil Servants
Thromde Thuemi At O level
Tshogpa At O level

1.4 Sitting Fees
The Government has decided to revise the sitting fees of LG members from
Nu.200 to Nu.5,000 for attending Dzongkhag Tshogdu and from Nu.150 to
Nu.1,000 for attending Gewog Tshogdeas follows:
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Table 1.4: Sitting fees of LG Members

Existing Sitting fees

Revised Sitting fees per

Position per day (Nu.) session (Nu.)
DT GT TT DT GT TT

Thrompon - - 5,000 - - 5,000
Gup 200 150 - 5,000 1,000 -
Mangmi 200 150 - 5,000 1,000 -
]I?gl(;gilghag Thromde 200 i ) 5,000 i )
Thromde Thuemi 200 - 5,000 5,000 - 5,000
Tshogpa - 150 - - 1,000 -

However, for Thromde Tshogde, the existing rate of Nu.5,000 is retained as it is.

Henceforth, sitting fees shall be paid ‘per session’ instead of ‘per day’ as practiced

currently.

1.5 Special Responsibility Allowance (SRA)
In view of the additional responsibility, the Special Responsibility Allowance

for Chairpersons and Deputy Chairpersons of Dzongkhag Tshogdu is revised to
Nu.6,000 from Nu.1,000 and Nu.3,000 from Nu.500 per month respectively.

Table 1.5: Special Responsibility Allowance

Existing (2014) Revised (2017)
Chairperson, DT Nu.1,000 Nu.6,000
Dy. Chairperson, DT Nu.500 Nu.3,000
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1.6  Allowance

Although the communication allowance for Thrompon and Gup are maintained

at the existing rates, for other LG members new rates have been approved as

follows.

Table 1.6: Communication Allowance

Position Existing Communication | Revised Communication
Allowance (Nu.) Allowance (Nu.) (2017)

Thrompon 1,000 1,000

Gup 500 500

Mangmi - 200
?ﬁg:il;hag Thromde i 500

Tshogpa - 100

Thromde Thuemi - 100

1.7 Entertainment Budget

The entertainment budget for the LG Administration shall beprovided as per

regular budgetary process in keeping with the delegation of financial power

issued by the Government from time to time.

1.8 Post Services Benefits for Local Government Members
In accordance with Sections 22, 24 and 25, Chapter 4 of the LGMEA 2015,

the Government has approved the following post service benefits (retirement

benefits, Provident Fund and gratuity) for the LG members.
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Table 1.7: Post Service Benefits

Type of post service benefits

Provident Fund 11% of monthly basic pay

Gratuity 5 years times last basic pay

Thrompon: Nu.500/month

Gups: Nu.400/month

Mangmi/Dzongkhag Thromde Thuemi: Nu.300/
Month

Tshogpa/Thromde Thuemi: Nu.200/month

Group Insurance Scheme (GIS)
(As per RICB norms)

As per the Section 25 Chapter 4 of the LGMEA 2015, the members shall be entitled

to gratuity on completion of his/her term.

In addition to 40% salary revision, LG members will also receive 11% as matching
contribution towards their Provident Fund (PF) from the Government.Since the
payment of gratuity is based on the last basic pay, the LG members will also benefit
from enhanced gratuity payment.

Contribution towards GIS is not covered by LGMEA 2015. However, as all public
servants participate in GIS as it is a saving scheme besides providing life insurance,
the GIS for the LG members shall be as per RICB norms.

1.9  Gross benefit of the proposed revision
With the revision of the pay and allowances, afterthe statutory deductions such
as 11% contribution to PF, TDS and health contribution, the increase in take

home pay will be 18% for Gups, 21% for Mangmis and 22% for Tshogpas.
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However, the gross benefit that the LG members will receive, after the 40%
revision in the pay scale, is about 62% for Gups, 64% for Mangmis, 69% for
Thromde Thuemis and 77% for Tshogpas with 11% matching contribution from

|
vih |
the Government towards PF, new communication allowance and enhanced level |

of gratuity payment as presented in Table 1.9.
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FOREIGN SERVICE ENTITLEMENTS

The revision of the Foreign Service entitlements was recommended by the
First Pay Commission but was not implemented. The Second Pay Commission
recommended only for rationalization of Foreign Services Rules and Regulations
to remove the anomalies in the interpretation. The Third Pay Commission has
not recommended any revision as the salary of the Foreign Service personnel
posted in the mission, embassies and consulates were revised along with the
salary of the other civil servants in July 2014 mainly to compensate for rising
cost of living. Since the Foreign Service personnel are also civil servants, any
revision in their allowances may raise expectations for similar revision by other

civil servants.

As recommended by the Commission, the Government decided that the revision
of Foreign Service entitlements shall be carried out holistically along with the
revision of pay and allowances of the entire civil service. However, with the
delay in the commissioning of the hydropower projects and the non-realization
of the additional revenue from these projects, such a revision for the entire civil
service is not affordable at this point of time. As such, the Government has

decided not to revise the Foreign Service entitlements.
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GENERAL SERVICE PERSONNEL (GSP) AND ELEMENTARY
SERVICE PERSONNEL (ESP)

The Government directed the Commission to examine and submit
recommendation on the need for revision of pay and allowances of GSP and
ESP based on the resolution of the 3"Session of the Second Parliament, which
states that the “Finance Ministry should look into the possibilities of increasing
the pay from time to time, for the General Support Personnel and Elementary

Support Personnel”.

After a comprehensive review of the pay and allowances of GSP and ESP, the
Commission has not recommended any revision since their pay scale is part of
the pay structure of civil service and any pay revision would have cascading
effect on the pay scales of higher position levels of civil service, which will

require revising the pay of the entire civil service.

Any revision of pay at the ESP level will also raise expectation for revision in
the wage rate of the National Work Force which would have larger implication

on the economy.

Further, during the pay revision in 2014 of the civil service, GSP and ESP were
granted the highest percentage revision among the civil servants. The pay scale
of GSP was revised by 25% along with 20% House Rent Allowance and the
consolidated pay of ESP was revised by 40%. Such a revision was provided to

adjust for cost of living among others.

13



Y

ﬁé‘”’*‘"l""%ﬁ'g"l“'@' @“'§ﬁ"{1"‘ﬁ"“3ﬁ'3' "1@"‘*1’*‘" @*’“ﬁ“““'ﬁﬁ'@"’“"
LGRS n]a'z?&'mm'z{a‘@quﬁqwéﬁ' ﬁ@N'ﬁﬂN‘ﬁ:@«' nax:ﬁﬂ%
ﬁm'ﬁq«unz\' a'qifn]ﬁﬁ%m'ﬂqwﬁ:%wg qax'rﬁ'q:lﬁq'ﬁ' mn]'&q'ﬂaw
3§ 5”]"‘"3"]'“53'“15‘&‘ aq'g:' ﬁq'&'ﬂ«'ﬂ@m'éﬁw E"!’a"’ﬁ'?"”i’s*‘"gi'
QN'&’:'&'ﬁR’ m«'qglmﬁé'q:m«* XeRIT AT a'qﬁn'a'aq&‘m&ﬁi«@qu
L ALY 3’"15@1“?1'55'%' %"3&'&aqﬁxqg'qqﬁ'éﬂﬂﬂaﬁ'qﬁ""q%'mﬁg'
A q@:ﬁ«‘ ax'nﬁﬂmwﬁq@w«'qﬁqwﬁw n]a'ia'mﬂ'?\fq@m«'n]&’n]wéﬁ'
5504'511]«'3:115«' na:'ﬂi'ﬁ'nﬁw%ﬁ' gq«‘au]'qsri'qaﬁiu’z“ 35“'%1”%5'
gﬂﬂ'@' @“?ﬁ'ﬂ'ﬂa‘qﬁﬁ'ﬁ' ﬂ@“ﬁ"“' g::'m;r:mw'ﬁq@muﬂiﬁu‘wﬁ: "ﬁ"“‘“
mwﬁq@quﬁqm@ﬁ’ ﬁ@rwﬁn‘«'ﬁm@m’ nax‘nﬁ'q%' Grar EmparaRsy a
n‘ﬁfn]ﬁ'ﬁs,m'ﬁqm'ﬁ:ag«'é' qaxnﬁ'qnﬁﬂ'ﬁ' mq‘ﬁq‘qan'ﬁg' FUNEA IS
rqqr-:a‘ &q‘g:‘ ﬁq@‘m«'ﬂgﬂéﬁw ﬁq@nﬁ?ﬁ'ﬁmiﬁ' a«z«:avﬁ: N
ARG FIUA Bramaagy a'qﬁn'%'&qaq'm«ﬁ'i«'a'n\qu'ﬂan:@ &
ATy FugsRagREaeqg e Agag R aRE e g
ax'ngamw‘{q@qufu’qn'ﬁR’ n‘a'ia'mﬂ'ﬁq'a'mwn‘&’qwéﬁ' ﬁgm'“ﬂn]«'z\:'
gV ‘“ﬁ""ﬁ'ﬂﬁ‘?ﬁ' Qﬂ"wquﬁ“ﬁ;ﬁ‘\1

AR YRR <R TS|
bkl

I PN ~ ~ o ~
N'Hﬁk\l'ﬂl@‘?ﬂ]’q%&&é‘ﬂ" AR AANARAGN AuEE TFRNYINARGYRAT

NN A e R FORR SR -, . ‘C\"K . o S
ANREEE WY ARATENUW pgucor XA RaHA A g WG| AR
o 5§m'ﬁqm'naxﬁ3’@n§qn& ﬁiﬁ:«'@a'n}&’m‘x«' qqm@qiﬁ’{qmw =

%q'ﬁgmmamw' cogpp Q’qq«%&anm‘




i1

4.1.

Based on the recommendation of the Commission, the Government has decided
that the revision of pay and allowances of GSP and ESP shall be carried out
holistically along with the revision of pay and allowances of the entire civil
service. However, with the delay in the commissioning of the hydropower
projects and the non-realization of the additional revenue from these projects,
such a revision for the entire civil service is not affordable at this point of time.
As such, the Government has decided not to revise the pay and allowances of
GSP and ESP.

IMPLICATION OF THE REVISION

Financial Implication

The net annual financial implication on account of the approved revision of
pay, allowances and benefits of LG members is about Nu.135.406 million. In
addition, the net implication on account of gratuity due to pay revision is about

Nu.40.199 million per term.
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Table 3.1 Financial Implication (Nu.in millions)

S1. No. | Description Ex1s-t1ng. Im- Rev.lsed. Im- | Net Ifnpllca-
plication plication tion
Implication from Salary, Al-
lowances & Benefits of LG 211.285 346.691 135.406
Members (per annum)
' 1 |Salary 180.974 252.484 71.510
" 2 |Allowances 30.312 94.207 63.896
2.1 |Provident Fund 0.242 27.773 27.532
2.2 |House Rent Allowance 0.439 0.439 -
2.3 |Communication Allowance 1.278 3.091 1.813
5 |Epewal Responsinitiy 0.360 2.160 1.800
Allowance
2.5 |Sitting Fees 2.260 9.097 6.837
2.6 |Daily Subsistence Allowance 25.733 51.647 25.914

4.2  Financing of the proposed revision
Based on the Macro-Fiscal Framework, the Macroeconomic Framework
Coordination Committee (MFCC) has determined the coverage of recurrent
expenditure by domestic revenue at 121% in FY 2017-18 after including the
\ proposed revision. Therefore, the net financial implication of Nu.135.406

million shall be financed by the revenue surplus. Further, Chhukha power tariff

revision, which is due from January 2017, will generate additional revenue of
\ at least Nu.284.506 million per annum. With the proposed revision, expected
\ additional revenue in the form of PIT is estimated to be Nu.2.415 million and
health contribution of Nu.2.503 million. This additional revenues will contribute
towards ensuring the sustainability of the approved revision of pay, allowances

? and benefits of LG members.
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IMPLEMENTATION OF THE REVISION:

Pay Fixation
The Ministry of Finance shall issue guidelines for implementing the revision of

pay, allowances and benefits of LG members.

Effective date
The proposed revision shall be implemented with effective from 1st July 2017.

SUBMISSION

Since the revised pay, allowances and benefits of the LG members will be
implemented from July 2017 and the net financial implication of Nu.135.406
million has been included in the Budget and Appropriation Bill for FY 2017-18
to be drawn from consolidated fund, the Pay Revision Report 2017 is submitted

as Money Bill to the House for kind consideration.

In recognition of the important role played by the LG members and to formalize
the implementation of the LGMEA 2015, the Government submits that it is of

utmost importance that the House expeditiously adopts the Pay Revision Report

2017 and pass the Money Bill with overwhelming support.




