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Note Sheet

As per the existing rules and procedures for approval of industrial projects requiring hard
currency for import of taw materials, the exemption of customs duty is granted 1o a
company for import of raw materials if the hard currency is eamed by its subsidiaries or
through export of its own products. Snce the above rules allow the use of hard currency
carmned through sale of goods and services for impert of raw materials on duty exempt
hasis. ¢ven the hard currency generated through the export of cash crops, which
previously contributed 1o RGoB's hard currency reserve, 1s being fully wilized o import
raw materials on duty exempt basis, This has led to an alamung increase of customs duly
excmpiion on the import of raw materals and substantial govermment revenue g
forcpons.

Governmuent of India has also raised their concerns on the increasing volume of exports
of vanaspai from Bhutan, which have jeopardized the interests ol similar industries in
India. Further they have alleged that export of such products tantamount 1o deflection of
thitd country imports, which is not in kecping with the Free ‘Trade Agreement (FTA).

I herefore. in light of above it was decided to convenc meeling between the Minismy of
Uinance and Ministry of Economic Affairs to discuss on the revision of customs duties on
the import of industrial raw materials. Accordingly the meeting was held an 31% October
2007 and it was decided that the reasonable amoun: of customs duty should be unposed
on the import of the industnial raw material meant for Vanasapat, Copper and Yam based
industries. llowever, in order to avail the concessional rale of duty, the concerned
industries would require to coptinue earning their own foreign exchange as per the
existing practice. The detils of the raw materials imported and revised tanfl rates
thereof. and tae efiective date for implementation is mentioned in the appended annexure,
A copy of the minutes of the mecting is also enclosed for kind reference.

The above concessional rates shall be in force as an imerim measure till the {inalization
of the indusirial policy upon which appropriate fiscal policies will be drawn up aad

adopted.

Submitted for kind approval, please.
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