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RAA uncovers major procurement lapses in the Nu 610M BITS project
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A Special Audit Report by the Royal Audit Authority (RAA) has
identified significant procurement, planning, and governance
failures in the Bhutan Integrated Taxation System (BITS 1.0),
concluding that the project failed to achieve its intended objectives
and resulted in substantial wasteful and avoidable expenditure of
public funds.

Holds former prime minister and finance minister accountable
Dechen Dolkar

A Special Audit Report by the Royal Audit Authority (RAA) has identified significant procurement, planning, and governance
failures in the Bhutan Integrated Taxation System (BITS 1.0), concluding that the project failed to achieve its intended
objectives and resulted in substantial wasteful and avoidable expenditure of public funds.

At the centre of the audit findings is the government's decision to award the Nu 610.11 million contract directly to Thimphu
TechPark Limited (TTPL), a subsidiary of Druk Holding and Investments (DHI), without an open and competitive bidding
process.

According to the audit, the decision followed a Cabinet Secretariat directive dated November 15, 2019, instructing the
Ministry of Finance (MoF) to cancel an ongoing international tender and engage DHI to develop the system as partof a
broader effort to build local capacity and reduce dependence on foreign vendors.

Subsequently, on November 27, 2019, the MoF requested DHI to submit a detailed technical proposal for the project. TTPL
and the Department of Revenue and Customs (DRC) signed the contract in June 2020.

While acknowledging the government’s policy objective of strengthening local ICT capabilities and reducing dependence on
foreign vendors, the RAA stated that such policy considerations did not exempt public agencies from complying with the
Procurement Rules and Regulations (PRR) 2019, which require open tendering for contracts of this scale and value.

The RAA report stated that the direct award reduced transparency and competition and weakened assurance that the
government had obtained value for money.

The RAA further found that no documented market research or formal technical capacity assessment was conducted before
TTPL was selected to implement the project.



According to the audit, procuring agencies are required to assess supplier capabilities, market conditions, and
implementation risks before undertaking high-value and technically complex projects. However, auditors found no evidence
that TTPL's technical and managerial capacity to execute a project of such magnitude had been formally evaluated.

The absence of such assessments, the report stated, weakened procurement planning and increased the risk of
implementation failure.

Questions over evaluation process

The audit also raised concerns regarding the procurement process used by TTPL to select its international implementation
partner.

Following the cancellation of the original international tender, TTPL invited the four firms previously shortlisted by the DRC
to participate in a limited bidding process.

While the revised evaluation criteria were communicated to all bidders, the RAA found no contemporaneous documentation
explaining why certain evaluation criteria and weightings were altered from the original framework used by DRC.

Under the DRC's earlier assessment, WedolT Solutions had significantly outperformed IUNetworks. However, after TTPL
revised the evaluation methodology, the gap narrowed considerably. While WedolT continued to secure the higher technical
score, [IUNetworks ultimately won the contract based on the highest combined technical and financial score.

The audit also found insufficient records demonstrating how shortcomings previously identified in IlUNetworks’ earlier
evaluation, including inadequate explanations of functional components, communication barriers, and limited understanding

of the request for proposal requirements, were reassessed during TTPL's evaluation process.

According to the RAA, the absence of documented justification for the revised evaluation framework undermined
transparency and public confidence in the procurement process.

Weak planning and implementation

The audit further highlighted shortcomings in project planning and execution.

It found that BITS 1.0 was initiated without adequately validating system requirements, resulting in repeated changes to
project specifications during development. These changes led to delays, increased complexity, and additional development

work.

The report also cited weak oversight of contractual obligations, including inadequate enforcement of requirements relating
to international technical experts and project deliverables.

These shortcomings ultimately contributed to implementation delays and the termination of the contractin April 2022.



Limited reuse of project outputs

A key concern raised by Parliament was whether investments made under BITS 1.0 had been salvaged and reused in
subsequent projects.

The RAA found that most outputs from BITS 1.0 could not be reused in BITS 2.0 because the two systems were built on
fundamentally different architectures. While BITS 1.0 was developed as a bespoke system, BITS 2.0 adopted a Commercial
Off-The-Shelf approach.

As a result, the government incurred substantial additional expenditure for infrastructure, redevelopment, and
implementation of the Bhutan Integrated Revenue Management System (BIRMS).

Government and TTPL responses

In response to the audit findings, both the Cabinet Secretariat and the Ministry of Finance defended the decision to engage
DHI and TTPL.

The Cabinet Secretariat said the move was guided by a strategic policy objective to strengthen national ICT capacity, create
opportunities for young Bhutanese professionals and retain critical technical expertise within the country.

The Ministry of Finance stated that the decision followed a Cabinet directive and argued that conducting market research or
pursuing an open tender would not have altered the outcome because the implementing agency had already been
determined at the policy level.

The ministry also pointed to disruptions caused by the Covid-19 pandemic, which affected project implementation and the
deployment of international technical experts.

The RAA, however, maintained that policy directives do not eliminate the need for due diligence, risk assessments, and
compliance with procurement laws.

“Capacity development objectives can be incorporated within project design; however, they do not eliminate the need to
ensure that adequate institutional capability and technical oversight mechanisms exist to manage project risks effectively.”
the report stated.

TTPL acknowledged that BITS 1.0 did not achieve its intended outcomes but argued that the project had broader objectives
beyond delivering a taxation platform.

According to the company, the initiative was also intended to develop long-term national ICT capabilities through
collaboration with international partners and knowledge transfer to Bhutanese professionals.

TTPL stated that lessons learned from the project strengthened its technical expertise and contributed to the successful
delivery of subsequent digital government initiatives.



The company also noted that it refunded Nu 83.13 million following the termination of the project.

Who is accountable

The audit identified several current and former public officials as accountable for specific lapses.

For the direct award of the contract without competitive bidding, former Prime Minister Dasho Dr Lotay Tshering was held
directly accountable.

For the failure to conduct market research and technical capacity assessments, former Finance Secretary Dasho Nim Dorji
and former Finance Minister Namgay Tshering were identified as directly responsible for decisions taken during the
procurement process.

Former TTPL Chief Executive Officer Dr Tshering Cigay Dorji (PhD) and DRC official Sonam Chophel were identified as
officials involved in the procurement evaluation process in which weaknesses were noted.

Former Director General of the DRC, Wangchuk Thayey, was held directly accountable for signing the contract award on the
department's behalf.

The RAA stated that officials responsible for authorising deviations from procurement requirements should be held
accountable in accordance with applicable laws and regulations.

The authority also urged all public agencies to strengthen procurement governance, improve project oversight and ensure
full compliance with procurement regulations to prevent similar failures in future public-sector projects.

The report was presented during yesterday's joint sitting session by the Public Accounts Committee at the National
Assembly.



