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PREAMBLE

CONSIDERING that renewable energy, being a strategic national resource of
Bhutan, forms the cornerstone of the country’s socio-economic development,
underpins national energy security, drives sustainable growth, and embodies
the aspirations of the Bhutanese people for a resilient and prosperous future;

RECOGNIZING that targeted, time-bound, and conditional tax exemptions
are essential to catalyse investments, reduce project development costs,
enhance tariff competitiveness, and accelerate the development of critical
renewable energy infrastructure;

ACKNOWLEDGING the imperative to administer such exemptions in a
transparent, equitable, fiscally prudent, and legally enforceable manner, with

robust safeguards against misuse, abuse, and unintended revenue loss;

The Parliament of the Kingdom of Bhutan hereby enacts as follows:
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CHAPTER 1
PRELIMINARY

Title

1. This Act is the Renewable Energy Tax Exemption Act of Bhutan 2026.

Commencement

2. This Act comes into force on the day the Act is introduced by the Finance
Minister in the National Assembly of Bhutan on [¢] day of the [¢] month
of the [¢] Year corresponding to the [¢] Day of [¢] 2026.

Extent

3. This Act extends to the whole of the Kingdom of Bhutan.

Object

4. The object of this Act is to promote investment in renewable energy,
reduce development costs, accelerate the timely development of
renewable energy infrastructure, thereby ensuring long-term energy
security. For this purpose, this Act provides tax exemption on:

(1) indirect taxes levied on direct inputs used for the construction,
installation, or establishment of Approved Activity; and

(2) Property Ownership Transfer Tax, where applicable to the Approved
Activity.
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Cessation of Exemption

5. For the avoidance of doubt, any exemption granted from indirect taxes
under this Act shall cease on the date of the commencement of commercial
operation or operation as the case may be of the Approved Activity.

Effective Period

6. This Act shall expire on the earlier of:

(1) the date on which the government formally declares by notification
that the national renewable energy target of 25 gigawatts has been
achieved; or

(2) 31 December 2040.

CHAPTER 2
INDIRECT TAX EXEMPTIONS

7. In this chapter:

(1) “Approved Activity” means any renewable energy activity
approved by the Responsible Ministry under section 13(1) of this
Act;

(2) “Approved Entity” means any entity approved by the Ministry
under section 17(1) of this Act;

(3) “Renewable energy activity” means any activity involving the
generation, storage, transmission, conversion, and production
of energy from renewable sources, including but not limited to
activities involving hydropower, solar, wind, biomass, geothermal,
biofuels, green hydrogen, and such other renewable sources as may
be designated by the Responsible Ministry.
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Scope

8.  The exemption under this Act shall strictly apply only to indirect taxes
that are directly and exclusively attributable to direct inputs used in the
Approved Activity.

9. For the purposes of this Chapter, the term “directly attributable to direct
inputs” includes goods or services that are:

(1) physically incorporated into, or form an integral and inseparable
part of the construction, installation, or establishment including
civil work, electro-mechanical equipment, hydraulic structure, and
associated transmission systemup to the point of grid interconnection;
or

(2) exclusively deployed in the execution of construction and
installation activity of the Approved Activity, without which such
activity cannot be technically carried out.

10. For the avoidance of doubt, the exemption under this Chapter does not
apply to any goods or services that are:

(1) of a general administrative, residential, commercial, or support
nature; and

(2) not directly attributable to the construction, installation, or
establishment of the Approved Activity.

Identification of Renewable Energy Activity

11. The Responsible Ministry shall:

(1) 1identify renewable energy activities for the purposes of construction,
installation, or establishment as an Approved Activity under this
Act; and

(2) maintain a public register of all Approved Activity.
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Approval of Approved Activity

12.

13.

14.

15.

An entity that intends to engage in a renewable energy activity under
this Act shall apply to the Responsible Ministry for approval in such
form and manner as may be prescribed by the Responsible Ministry, and
shall furnish such information, documents, and declarations as may be
required.

The Responsible Ministry shall, upon receipt of an application under
section 12 assess whether the activity falls within the definition of a
renewable energy activity under this Act, and may:

(1) approve the application as an Approved Activity; or

(2) reject the application, stating the grounds for rejection in writing.

An approval granted by the Responsible Ministry under section 13(1) of
this Act shall:

(1) specity the nature and scope of the Approved Activity; and

(2) is a prerequisite for an application to the Ministry under section 16
of this Act.

For the avoidance of doubt, an approval granted under section 13(1) of
this Act is limited to certifying the nature and scope of the activity and
shall not be construed as determining eligibility for any tax exemption.

Application for Tax Exemption

16.

An entity that has obtained approval from the Responsible Ministry as
an Approved Activity may apply to the Ministry for exemption in such
form and manner as may be prescribed and furnish such information,
documents, and declarations as required.
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17.

18.

19.

20.

The Ministry shall, upon application under section 16 of this Act, assess
whether the goods and services in respect of which exemption is sought
are direct inputs used in the Approved Activity, and may:

(1) approve the application and issue a certificate of approval to the
entity as an Approved Entity, subject to any conditions prescribed in
the Rules or any condition specified in the certificate of approval; or

(2) reject the application, stating the grounds for rejection in writing.

For the avoidance of doubt, an approval under section 13(1) of this Act
does not bind the Ministry to grant an exemption under this Act.

In assessing an application under section 17 of this Act, the Ministry
shall have regard to whether the goods and services in respect of which
exemption is sought are:

(1) directly attributable to the direct inputs as defined in section 9 of this
Act; and

(2) directly and exclusively used in the Approved Activity.

An approval granted by the Ministry under section 17(1) of this Act shall:
(1) be specific to the Approved Activity in respect of which it is granted;
(2) applies only to direct inputs used in the Approved Activity;

(3) not extend to any other activities, entity, goods or services; and

(4) not be construed as conferring any general entitlement to exemption
under this Act or any law for the time being in force.

Renewable Energy Tax Exemption Bill of Bhutan 2026 6
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Restriction on Resale and Transfer

21. An Approved Entity who has obtained exemption under this Act shall
not, within the restriction period prescribed in the Rules for the goods
and services concerned, sell, transfer, or otherwise dispose of any goods
or services to any other person without the prior written approval of the
Ministry.

22. Where the Ministry grants approval under section 21:

(1) 1in the case of a sale, transfer or dispose of to a person who is not
an Approved Entity, all applicable taxes and duties foregone on the
goods and services shall be paid as a debt due to the government
prior to such disposal or transfer taking effect; and

(2) inthe case ofasale, transfer or dispose of to another Approved Entity,
the applicable taxes and duties on goods and services foregone shall
not be applicable but the receiving Approved Entity shall assume all
obligations and conditions attached to the exemption in respect of
those goods and services.

23. Where any such goods and services are disposed of without prior written
approval as required under section 21, a liability to pay all applicable taxes,
along with penalties under the applicable law shall arise immediately
upon disposal as a debt due to the government.

Renewable Energy Tax Exemption Bill of Bhutan 2026 7
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CHAPTER 3
PROPERTY OWNERSHIP TRANSFER TAX

24. AnApproved Entity shall be exempt from payment of Property Ownership

Transfer Tax, where applicable in respect of:

(1) initial transfer of ownership of the Approved Activity, or any part
thereof, from the Government to the Approved Entity; and

(2) transfer or revision of ownership of such Approved Activity, or any
part thereof, from the Approved Entity to the Government upon:

(a) the completion or expiry of the concession period; or

(b) termination of the concession period except where such
termination arises from a default or breach by an Approved
Entity.

CHAPTER 4
GENERAL ADMINISTRATION AND COMPLIANCE

Record Keeping

25.

26.

An Approved Entity who has obtained exemption under this Act shall
maintain proper records, accounts, and documentation to substantiate
their entitlement to exemption as may be prescribed, and shall retain such
records for a period of 5 years from the date of the relevant transaction.

Where the Ministry considers it necessary for the purposes of compliance
or audit or post-clearance audit, it may issue a notice requiring an
Approved Entity to retain specified records for a period exceeding that
prescribed under section 25 of this Act.

Renewable Energy Tax Exemption Bill of Bhutan 2026 8
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Monitoring and Review

27.

The Ministry and the Responsible Ministry in consultation with relevant
agencies, shall carry out periodic monitoring, review, and evaluation for
the implementation of this Act.

Audit and Inspection

28.

The Ministry may, where necessary in consultation with the Responsible
Ministry, inspect or verify the records of an Approved Entity to ensure
compliance with this Act, the Rules, or any conditions specified in the
certificate of approval.

Post-Clearance Audit

29.

The Ministry may, at any time after importation, inspect the site, premises
or establishment or audit the records of an Approved Entity entitled to
exemption under this Act to verify that:

(1) the goods or services in respect of which exemption was granted
have been used for the purpose for which the exemption was granted;
and

(2) the goods or services have not been diverted, resold, or used in
contravention of this Act.

Anti-Avoidance

30.

Where the Ministry is satisfied that a transaction, arrangement, or
scheme has been entered into or carried out with the primary purpose,
or one of the primary purposes, of obtaining tax exemption under this
Act to which an Approved Entity would not otherwise be entitled, or of
avoiding the recovery of taxes foregone under this Act, the Ministry may
disregard or vary such transaction, arrangement, or scheme and make
such assessment as it deems fit.
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Consequences of Non-Compliance or Abuse

31.

If it appears to the Ministry that an Approved Entity entitled to exemption
under this Act has failed to comply with any applicable condition or has
abused the exemption granted, the Ministry may exercise one or more of
the following powers:

(1) make an assessment or reassessment to impose or recover any taxes
or duty;

(2) revoke or cancel any approval or exemption granted under this Act;

(3) disqualify the entity from the exemption for part or all of the
exemption period; and

(4) impose fines and penalties in accordance with applicable laws.

CHAPTER 5
DIVERSION OF IMPORTED GOODS

Object

32.

The object of this Chapter is to:
(1) prevent the unlawful diversion of goods;
(2) safeguard government revenue; and

(3) ensure the proper and efficient utilization of national foreign
exchange reserves.

Interpretation

33.

In this Chapter, “diversion” means any act by which goods imported into
Bhutan are:
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(1) exported, transferred, or moved out of Bhutan without authorization
or customs formalities; or

(2) wused, sold, or disposed of in a manner inconsistent with the declared
purpose, conditions of import, or any tax exemption or concession
granted under this Act or any other law for the time being in force.

Scope

34. This Chapter applies to all goods imported into Bhutan regardless of
whether such goods are imported under a tax exemption granted under
this Act or any law for the time being in force.

Prohibition

35. A person shall not divert goods imported under a tax exemption granted
under this Act or any other law for the time being in force..

Persons Liable

36. Liability under this Chapter extends to:
(1) the importer;
(2) any agent, clearing agent, or customs broker;
(3) any transporter, warehouse operator, or distributor; or

(4) any person who knowingly has custody, control, or beneficial
interest in the goods.

Consequences of Diversion

37. Where imported goods are diverted in contravention of this Chapter:
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(1) any taxes or duty exemption granted in respect of the goods is void;

(2) all applicable taxes, duties, and charges are immediately payable as
a debt due to the government;

(3) interest accrues on unpaid taxes and duties from the date of
importation at the rate prescribed under the applicable tax laws;

(4) the goods are liable to seizure or confiscation (as the case may be);

(5) any permit, approval, or licence issued in respect of the goods may
be revoked; and

(6) forward the case to appropriate authority under applicable law for
the time being in force.

38. The consequences under section 37 are in addition to any criminal
sanctions imposed under this Chapter.

Offence and Penalties

39. A person who diverts, or attempts to divert, imported goods commits an
offence under this Act.

40. A person who commits an offence under section 39 is liable to:
(1) where the diversion is completed:
(a) apenalty of 150 percent of the customs value of the goods; and

(b) being charged with an offence of misdemeanour under the
Penal Code of Bhutan; and

(2) where the diversion is attempted but not completed:
(a) apenalty of 50 percent of the customs value of the goods; and

(b) in the case of a second or subsequent attempt, being charged
with an offence of misdemeanour under the Penal Code of
Bhutan.

Renewable Energy Tax Exemption Bill of Bhutan 2026 12



(9) 6'5«'%'@'3:‘@04'5' [ WRE SE ﬁﬁ:«mn«’qq:&’qx@:‘ %N'&ﬁ'&q‘

(2) 5'Lr]qkwﬁiﬁ'na' QUARSEA  FRgN R Emar q@a@g'&l’q’q@ﬁq’ﬁw@
agREE 3rgen i

(2) q:‘aﬁq‘%«mmmw qﬁfng:@' QURRSE amyrnx'ﬁﬁ@ré'ﬂ' FAFN
GRu? gurPRsRRaNgNEy IRyViRAgUEymT JREasH|

() SENE (qqz\li&'ﬁ:’ngqﬁ) REFRZR WRE NERAGNRIFEA|

(W) S'asm'ﬁ'é'ﬁa'aﬁmna' aqq‘*}jﬁ'&qaﬁ: MEFRR WRE FAINTRIL FRY
F=E| 5=

© PEFHR SR Rusa g
5N'a<1:1'6q'§'ﬁ:1:'q‘k\iq'@'n]gaﬁiﬂ

44 GG g0 NENY AIUERE AGRRATNYIUR INAAUTINEH A
55':171]04'6“43' m’}"l:@@vq‘

TERAANRR SN

S, S— s [p— 2 - — . S S o N v
30 JRARYTEN g m gx RRAN WKy M@ gx RRARRNHANS" SRR ISR
RuarcRREqy qFFRAN wnAFY Ry Ay

co. RFEE 4 NEAY nﬁﬁ'aﬁmmq'fiqqan’% %’E@q'@ q@'ﬁ“’nﬁwq
(9) m’g&'&gqnigaqui'&’ﬁ%‘

() FENET SRAMEANTRUN RFE g0 YJNER| K]

(m) qgn]'t?@mw?]m'@&Nﬁﬂ’dﬂ'@' @N'ga' §N‘q§qm'§ma‘

() mg&'qqg'aw%qwﬁq’ﬁ%: m'@R’a«gﬂ'Qﬁ’&«'&'qni'qx'&’ﬁ'ﬁ
Qi) saw@iﬁ' s'ﬁaq'qu?ﬁ:m«' REE o E\@A\raﬁ‘ 35]
@) m’g’xﬁ:«n@m‘ wg ﬂm'&lx'mgx'anﬁﬂwgﬂw'31'@' q%"]"?]@“"

SN N N an 2N
REUTHNNAT 'Y §N'sq'9m'a§qw'am'q‘

QgJ ’T‘ E\] '{ﬁ’i’%‘(’%’\‘l ﬂﬂ" N'QA 'ﬁ?ﬁ’;’\\l WRN aﬁgﬁaﬂl" " 3030 6%’3\1 ‘ 73



41. This Chapter does not prevent the Ministry from taking proceedings under
any other applicable law of Bhutan in respect of any act of diversion.

Presumption of Diversion

42. Tt is presumed, unless rebutted under section 43, that goods have been
diverted in contravention of this Chapter if the goods:

(1) cannot be accounted for through verifiable records; or

(2) are not traceable within the domestic market or authorised use.

43. The presumption under section 42 is rebutted if the importer or other
liable person establishes, on a balance of probabilities, that the goods
have not been diverted.

CHAPTER 6
MISCELLANEOUS PROVISIONS

Compliance with Other Laws

44. An exemption granted under this Act does not exempt an Approved
Entity from compliance with the requirements of the Customs Act of
Bhutan, the Excise Tax Act of Bhutan, the Goods and Services Tax Act
of Bhutan, or any other law for the time being in force governing the
importation, clearance, or use of goods and services.

Delegation of Authority
45. For the purposes of this Act, the Ministry may designate the Department

of Revenue and Customs (or any successor Department), to perform or
exercise any function or power conferred on the Ministry under this Act.
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46. Any function performed or power exercised by the Department of
Revenue and Customs (or any successor Department) under this Act
shall be deemed to have been performed or exercised by the Ministry.

47. The Ministry may issue such administrative instructions or procedural
guidelines as it considers necessary to facilitate compliance with this
Act.

Amendment

48. The amendment of this Act by way of addition, variation or repeal shall
be effected by the Parliament.

Rule making

49. The Ministry of Finance shall frame rules consistent with the provisions
of this Act for the effective implementation of this Act.

Authoritative Text

50. Inany instance of a difference in the meaning between the Dzongkha and
the English texts of this Act, Dzongkha text shall prevail.

Definition

51. In this Act, unless the context otherwise requires:

(1) “anti-avoidance” means any measure taken under section 30 of this
Act to counteract arrangements entered into primarily to obtain a
tax benefit not intended by this Act;
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(2) “entity” means any person, whether natural or legal, including an
individual, company, corporation, partnership, joint venture, trust,
cooperative, association, government-owned entity, religious body,
non-governmental organisation, or any other body or organisation,
whether incorporated or unincorporated.

(3) “exemptions” means exempt for payment of Customs Duty, Excise
Tax and Goods and Services Tax’

(4) “indirect tax” means Customs Duty, Excise Tax and Goods and
Services Tax;

(5) “Ministry” means Ministry of Finance.

(6) “Renewable energy” means energy derived from hydropower,
solar, wind, biomass, geothermal, biofuels, and green hydrogen,;

(7) “Responsible Ministry” means Ministry of Energy and Natural
Resources (and any successor Ministry).
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