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INTRODUCTION

Who we are

Druk Holding and Investments Limited is the investment arm of the Royal Government
of Bhutan. We hold and manage the existing and the future investments of the Royal
Government of Bhutan for the long term benefit of our shareholders, the people of
Bhutan.

We are the largest and the only government-owned holding company in Bhutan.
Our portfolio spreads across various strategic sectors such as energy and resources,
communication and transportation, financial services, real estate and construction
and trading. Presently, we have twenty portfolio companies, of which 11 are fully
owned (DHI-Owned Companies), three are controlled (DHI-Controlled Companies-
shareholding of more than 50%) and six are linked companies (DHI-Linked Companies-
shareholding of 50% and below).

DHI was established in 2007 upon issuance of the Royal Charter by His Majesty the
King on November 11, 2007. The Ministry of Finance is the sole shareholder of DHI.

His Excellency Lyonpo Om Pradhan was appointed as the first Chairman of DHI in 2007.
Mr. Karma Yonten served as the first Chief Executive Officer of DHI from 2007 to 2014.
Our current Chairman, Dasho Sangay Khandu succeeded the former Chairman in 2014.
In 2015, Dasho Karma Yezer Raydi was appointed as the Chief Executive Officer of DHI.
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Our Mandate

As the holding company of the Government
linked companies, DHI is mandated to
strengthen corporate governance in the
companies and enhance their performance,
besides ensuring flow of fund to the
government in the form of dividends. DHI is also
mandated to raise funds for investments and
maximize return on investments. One of our key
mandates enshrined in the Royal Charter is to
catalyze the development of our private sector.

DHI's mission is “to safeqguard and enhance
national wealth for all generations of
Bhutanese through prudent investments.”

—




Be
the leading
wealth management and
creation organization that helps transform
Bhutan into a globally competitive economy
guided by the principles of GNH

Safeguard and enhance national wealth for all
generations of Bhutanese through prudent investments

Act as the holding company for
the GLCs
Strengthen corporate
governance
Enhance performance of
Maximize return on investments
Stimulate private sector growth

CORE VALUES

Integrity Honesty Excellence Prudence
Teamwork Responsibility
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DHI Portfolio Companies depicting DHI shareholding and Net Worth/Market

Capitalization of the Companies B Oard Of D i rQCtO rs

Net Worth*/Market
DPC Categories Capitalization
(in million Nu.)

Share Holding
(in %)

Energy & Resources

Druk Green Power Corporation Ltd. 42,877.56
Bhutan Power Corporation Ltd. 13,717.57
Natural Resources Development Corporation Ltd. 583.14
State Mining Corporation Ltd. 34.19

Communications & Transportation

Bhutan Telecom Ltd. 3,714.69 y f
Drukair Corporation Ltd. 2,450.54 1 :
Financial Services
Bank of Bhutan Ltd. 3,806.63
Bhutan National Bank Ltd. ** 1,183.78
Royal Insurance Corporation of Bhutan Ltd.** 830.87
Trading
State Trading Corporation of Bhutan Ltd.** Dasho Karma Yezer Raydi
Manufacturing —
Dungsam Cement Corporation Ltd. 3,782.29
Wood Craft Center Ltd. 115.14
Mr. Karma Tsetop Rinchhen Mr. Lam Dorji

Dungsam Polymers Ltd.** 80.16
Penden Cement Authority Ltd.** 822.64

Bhutan Ferro Alloys Ltd.** 231.57

Bhutan Board Products Ltd.** 58 80.63

Koufuko International Pvt. Ltd. 30 DLC 23.94
ome e st comsotion) ||
DHI-INFRA Ltd. 100 DOC 205.50
Thimphu Tech Park Ltd. 100 DOC 168.94

Construction Development Corporation Ltd. 100 DOC 452.77 Mr. Pema Chewang Mr. Tenzin Dhendup

Accompanying Notes:
* Net worth is calculated for DHI's shareholding in the companies only and is reflected based on book value.
**Market Capitalization is reflected for listed DHI Linked Companies

Mr. Ugyen Rinzin

Glossary

DPC- DHI Portfolio Companies means all companies in which DHI has shares.

DOC- DHI Owned Companies. These are companies that are fully owned by DHI.

DCC- DHI Controlled Companies. These are companies in which DHI owns more than fifty percent of the paid up equity share
capital.

DLC- DHI Linked Companies. These are companies in which DHI owns fifty percent or less of the paid up equity share capital.
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The Chairman

Dasho Sangay Khandu brings more than 36 years of work experience with the Royal
Government of Bhutan and Corporate World. He started his career as a Marketing
Officer (1976) and steadily rose to become the CEO of Food Corporation of Bhutan
and served in the capacity for several years. In 1986, he was appointed as the Deputy
Secretary of the Ministry of Trade & Industry and became the Director of the
Ministry in 1991. After five years of service in the Ministry of Trade & Industry, he
became the CEO of Bhutan Development Finance Corporation Ltd (1992 — 1997). In
1997, he was appointed as the CEO of Royal Insurance Corporation of Bhutan Ltd
and later became the CEO of Druk Air Corporation Ltd (2000 -2005). In Feb. 2005,
he was appointed as the Director General of Ministry of Trade & Industry. In 2007,
he was promoted and appointed the Secretary of the National Land Commission.
Dasho Sangay Khandu has also served as Board of Director and Chairperson of
many Corporations. It was during his tenure in the National Land Commission, the
nation-wide cadastral re-survey was carried out in Bhutan. He was conferred red
scarf by His Majesty the King in December 2009.




Mr. Ugyen Rinzin

T h e D i re Cto rs Chairman, Yangphel Pvt. Ltd

Chairman, Yangphel Pvt. Ltd., Mr. Ugyen Rinzin has a Bachelors Degree in English
Honors from Delhi University. He is the founder of Yangphel Company with its businesses
spanning across sectors such as tourism, wood works, housing, supply and handicrafts. He
Mr. Lam Do r]l currently holds Chairmanship in Yangphel Pvt. Ltd, Dragchu Beverages Pvt. Ltd and the

Secretary, Ministry of Finance

Mr. Lam Dorji joined as the Finance Secretary in 2008. Prior to this appointment,

Bhutan Insurance Company. He is also an ardent promoter of the National Sport; Archery
and is the President of Bhutan Archery. As a Board member of Tarayana Foundation and
he was the Secretary of the Planning Commission (presently the GNH Commission) National Council for Women & Children (NCWC), he continues to play a meaningful
role in addressing social issues. In the past, he served as the Board member of Druk Air
Corporation, the Royal Society for Protection of Nature (RSPN) and the Bhutan Chamber

of Commerce & Industry (BCCI).

since 2003. Mr. Dorji started his career in the Ministry of Finance, and headed the
budget, accounts and aid co-ordination divisions for several years. In 1998, he was
appointed as the Director, Department of Budget and Accounts. During his long
association with the Ministry of Finance, he served as Director in the Boards of
various government corporations. In December 2007, DHI appointed him as the

Chairman of the Bhutan Telecom Board of Directors. Mr. Karma Tsetop Rinchhen

CEO, A Middle Path to Bhutan
Mr. Karma Tsetop Rinchhen is the CEO of ‘A Middle Path to Bhutan’, a tour operation
Mr. Pema Chewang business in Bhutan. He also owns a well-established trading business providing quality

secretary National Land Commission of Bhutan eco-friendly products and services. Prior to venturing into business, he worked in the
Mr. Pema Chewang is the Secretary of National Land commission of Bhutan. Prior to Ministry of Foreign Affairs (MOFA) froniil 3580 R0 SRS

RS Tl e R e s on helserved as Deputy Chamberlain (Zimpon he handled various bilateral, regional, and multilateral issues of economic, social, and
Wom) in the His Majesty’s Secretariat for more than 4 years. He also served as the Chief P Oh'tlcal nature..He. LD sErEd i MOFA il lTl Sz, Swiltzerlajln.d,. andipgtee
L e T e Bl ianpiticss| Commission and! was a Division Head in India before resigning as Deputy Director of Policy and Planning Division. In the recent
past, he served as the Board Director of Druk Air Corporation Ltd. and State Trading

Department of Aid & Debt Management under Ministry of Finance. He began his career
Corporation of Bhutan Ltd. Mr. Karma Tsetop Rinchhen holds a Bachelor of Arts Degree

as a Militia Officer in the Royal Bhutan Army in 1991. Mr. Pema Chewang holds a Master ) W i - " . K ] ]
in Development Economics from Australian National University, Canberra, Australia. He in English (honours) from St./StephenisCollezeiRE SIS

received his Bachelor of Arts Degree from Sherubtse College, Kanglung, Bhutan.

Dasho Karma Yezer Raydi,
The CEO,DHI

Mr. Tenzin Dhendu p Dasho Karma Yezer Raydi is the chief executive officer of Druk Holding and investments Ltd.
He brings in rich leadership experience having served the tsa-wa-sum for 27 years. He was

secrEtary’ M”"s"y of Agncu”ure & Forests awarded Blue Scarf by His Majesty the king on having been appointed as an Eminent member

Rl et B inisty of Agricuiture & Forests. He has been of the National Council in 2008 and 2013 and Red Scarf on 17th December, 2012. An engineer

e R e et formore than 33 years. Prior to his by education, he started his career as an Industrial Engineer for BDFC in 1989 and served for

appointment as the Secretary, he was the Director General for Department of Agriculture. many years. He worked as an Execttive Enginectimhelamman e e
Ministry of Finance till 2000. In 2000 he joined the Department of Urban Development

& Housing, Ministry of Works & Human Settlement as a Superintending Engineer for six

He started his career as a Trainee Officer in the Department of Livestock in 1981. He
graduated from Auburn University, Alabama, United States with a Master of Science in

Aquatic Biology. He holds Bachelor degree in Zoology from St. Edmunds College, North years and steadily rose to become the Director for Standard & Quality Control Authority,

Rl e shillong, India. Thimphu. In 2006, he was appointed as the Chairman of Bank of Bhutan and later appointed

as Chairperson of the House Committee, National Council, in 2008.
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Directors’ report

On behalf of the Board and the Management of DHI, I am pleased to report to the Minis-
try of Finance (MoF), shareholder of DHI, the performance of the company for the period
January 1, 2015 to December 31, 2015.

DHI actively pursued its primary mandates through the annual compact that was signed
with its Board. The key achievements are outlined below:

Operational Performance

Performance improvement

DHI continued to play an integral role towards cultivating
a performance-driven and customer-oriented culture
in its portfolio companies, thereby enhancing their
performances.

In 2015, DHI signed performance compacts with all its
fully owned companies as well as the controlled companies,
namely Bank of Bhutan Ltd. (BoB) and Dungsum Polymers
Ltd. (DPL). The performances of the companies were
monitored and evaluated against the compacts, following
which performance based incentives were paid.

Resource optimization

In order to maximize returns on investments through
optimal use of resources, DHI reviewed and finalized
the enterprise architecture of DHI and its subsidiaries to
better align IT to business goals. A team was formed to
consolidate the annual maintenance contracts (AMCs) of
the DOCs’ Enterprise Resource Planning (ERP) systems.
The initiative is expected to save about Nu. 10 million in
the first year. The team is also developing a fully local ERP
solution for the State Mining Corporation Ltd. (SMCL).

DHI also developed Corporate Strategic Plans, various
internal systems and process manuals and conducted
Organizational ~Development (OD) exercises for
Construction Development Corporation Ltd. (CDCL) and
Wood Craft Center Ltd. (WCCL). These companies were
taken over by DHI as fully owned subsidiaries from MoF
in January 2015.

Further, DHI facilitated the refinancing of the high cost
debt of Dungsum Cement Corporation Ltd. (DCCL).
Borrowings from a consortium of Indian banks with
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Towards enhancing corporate governance, DHI provided
professional directorship training to the companies” board
directors using both in-house and international experts.
An orientation program was also conducted for all newly
appointed board directors.

DHI also conducted an assessment of Corporate
Governance (CG) Compliance by DHI Owned Companies
(DOCs) and, based on the feedback and comments
received, the DHI CG Code developed in 2013 was
amended. Following this, several awareness programs
on the amended CG Code were also conducted with the
companies.

interest rates of over 12%, amounting to about Nu. 1,000
million was refinanced through the issue of bonds with
coupon rates of 8%. High cost loans amounting to about
Nu. 400 million at 13.19% were also refinanced through
the bond issue. Change in debt instrument resulted
in interest rate savings and reduction in cash outflows
through deferred principal repayments. Additional capital
injections through issue of additional equity by private
placement amounting to Nu. 1,300 million and inter-
corporate loans were made to ease cash flow pressures.
Similarly, DHI helped Dungsum Polymers Ltd. (DPL)
reduce its cash flow burden by arranging inter-corporate
loans at lower costs from within the group.

On the operational front of DCCL, DHI initiated sourcing
of coal from Coal India Ltd. (CIL). The arrangement
ensured an uninterrupted supply of coal even when
Meghalaya Coalmines, considered the main source of coal
for DCCL coal in the DPR, were shut down. Additionally,
DHI incorporated SMCL and identified two coalmines
to be implemented by first quarter of 2016 for supply to
DCCL.



ANNUAL REPORT 2015

New investments

State Mining Corporation Ltd.

In the backdrop of the government recognising mining
sector as one of the five jewels to strengthen the economy,
SMCL was established following a government order
to set up a state-owned mining corporation. SMCL was
incorporated on 31st December, 2014 and projects initiated
by DHI were handed over to SMCL. The company has been
mandated to carry out exploration and mining of strategic
minerals.

SMCL started with coalmines and completed the
topographical survey and geological studies of the Habrang
coalmine in 2015. Also, work to conduct Final Mines
Feasibility Studies (FMFS) was awarded.

Glulam Plant

Natural Resources Development Corporation Ltd.
(NRDCL) and Royal Academy Project (RAP) entered into
a Memorandum of Understanding (MoU) to set up glulam
(glued and laminated timber) plant as a pilot project
for supply and use of glulam products in the ongoing
construction of the Academy. DHI invested Nu. 15 million
as equity injection and for carrying out the initial study for
the project.

Bhutan Power Trading Corporation

In partnership with International Finance Corporation
(IFC), DHI carried out a feasibility study to set up a Power
Trading Corporation (PTC) in India to trade power from
Bhutan to India.

Loden - DHI Fund

DHI signed an agreement with the Loden Foundation (LF)
to launch a special funding window called ‘Loden —~DHI
Fund’ under Loden Foundation. The fund is expected to
help address the limited accessibility to finance, identified
as one of the growing constraints in starting businesses in
Bhutan. DHI provided a total fund of Nu. 20 million to
be managed by LE The fund will provide collateral and
interest free loans to entrepreneurs interested in starting a
new business or expanding an existing one.

The project is currently on hold because of regulatory and
policy related challenges in selling power in the Indian
power exchange market. The project will depend on how
the regulation on power trading from Bhutan to India
evolves.

Others

DHI also carried out all the necessary works to realize two
other projects, Fused Dolomite and Caustic Soda projects.
However, due to unfavorable market conditions and
downturn in fuel prices in India, the projects have been
kept on hold.

Private Sector Development

Organic Mushroom Cultivation Project

As part of DHI's mandate to conduct Research and
Development (R&D) activities and to support the private
sector, DHI collaborated with a Japanese company, Haruka
International (HI) to explore the possibility of developing
an organic mushroom cultivation farm in Bhutan.

In collaboration with the National Mushroom Centre
(NMC), Bhutan, pilot production of three strains viz.
Shiitake, Oyster and Wood ear mushroom was conducted
in April 2015 using HI's technology. The three strains were
harvested successfully and the pilot project concluded in
September 2015.

DHI and HI are working together to set up a laboratory
for multiplication of strains and a marketing firm to export
mushrooms.

Financial Performance

Under financial performance, we would like to report
that with DHI spearheading the implementation of
International Financial Reporting Standards (IFRS)
through the Bhutanese Accounting Standards (BAS), we
have successfully consolidated the Group accounts. We
are happy to share that standalone accounts was cleared
without a qualification. However, on consolidated accounts
a few spillover DOCs qualifications have been observed.
The following table summarizes the two accounts for the
year ended December 2015:
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Table 1: Consolidated and DHI standalone accounts

Consolidated (in million Nu) DHI Standalone (in million Nu)

IECE T T T T TR

154,452.48 154,641.13

Total Assets

Net worth 76,501.27 73,500.59
Income 39,160.47 29,809.42
Expenditure 28,345.06 20,465.50
PBT 10,815.41 9,343.92
Tax 5,261.77 5,034.90
PAT 5,553.64 4,309.02

Consolidated financial statement

As can be noted in the table, the group total assets decreased
marginally by 0.12% and the net worth increased by 4.08%.
The decrease in total asset was mainly due to decrease in
‘receivables and advances’ (by about 21%) and ‘cash and
bank balances’ by about 7%) as compared to 2014. However,
the net worth grew mainly on account of Penden Cement
Authority Ltd. (PCAL)"' being classified as a subsidiary in
2015 accounts.

The consolidated total income for the year also saw an
increase of 31.24%. It was mainly driven by increased
revenues of DOCs under energy and resource (by about
20% or Nu. 3,392.17 million) and trading (by about 200%
or Nu. 1,402.31 million) segments.

-0.12% 52,426.97 51,071.10 2.65%

4.08% 49,766.23 48,400.43 2.82%
31.37% 6,291.27 5,744.67 9.51%
38.50% 112.75 191.81 -41.22%
15.75% 6,178.53 5,552.86 11.27%

4.51% 1,855.80 1,666.15 11.38%
28.88% 4,322.76 3,886.70 11.22%

Similarly, the consolidated expenditure for the year
increased by 38.31%. This was mainly due to increase in
two major accounts; (i) direct costs of sales increased by
56%, from Nu. 7,800.84 million in 2014 to Nu. 12,169.90
million in 2015, and (ii) personnel and other cost increased
by 35.37%, on account of salary revision approved during
the year, from Nu. 5,645.60 million 2014 to Nu. 7,802.14
million in 2015.

However, the year saw an increase in both consolidated
profit before tax (PBT) by 15.75% and consolidated profit
after tax (PAT) by about 29%.

Finally, the consolidated income tax also increased by
4.51%, from Nu. 5,034.90 million in 2014 to Nu. 5,261.77
million for the year.

' As per BAS, BFRS 10 on consolidation, PCAL has been reclassified as subsidiary, in 2015 accounts, on the merit that DHI retains control
over PCAL in spite of holding 40% of shares and the test of “control” as per BAS being met.
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DHI standalone financial statements
With respect to the standalone accounts, DHI’s total assets
increased by 2.65% and the net worth increased by 2.82%.
The reasons behind increase in both total assets and net
worth are the increase in investments in subsidiaries (under
assets) and increase in share capital (under liabilities), on
account of the following:

o Receipt of Nu. 204.58 million from Government of
India (Gol) in conformity with clause 3.4 of the Inter-
Governmental Agreement signed between RGoB and
Gol as DGPC’s share of equity to the Kholongchhu
Hydro Energy Ltd. (KHEL);

«  Allotment of equity shares worth Nu. 34.93 million
to DHI by Bhutan Power Corporation Ltd. (BPC) on
account of taking over of Gaeddu Distribution Assets;
and

e Transfer of shares of WCCL worth Nu. 73.32 million
and CDCL worth Nu. 421.38 million from the MoF
to DHI.

Further, increase in investment was also due to allotment
of Nu. 400 million worth of DHI’s shares in DCCL to BPC

Dividends and taxes

For FY 2015, dividend amount of Nu. 3,689.73 million was
recognized. Additionally, Corporate Income Tax (CIT)
amounting to Nu. 1,855.77 million was settled with the
Department of Revenue and Customs (DRC).

Corporate Governance

In order to strengthen CG DHI continued to strengthen
the role of the Board, its Chairman and the CEO of the
company through professional directorship training and
orientation programs.

At the holding level, DHI Board is entrusted with the
ultimate responsibility of guiding the strategic direction

from the existing paid up equity shares held by DHI in
consideration of DHI’s advance from BPC in year 2013.
Similarly, increase in total asset was also on account of
improved cash and cash equivalents from Nu. 5.02 million
in 2014 to Nu. 368.01 million in 2015.

The year also saw an increase in the total income by 9.51%.
This was mainly on account of increased dividend income
by 8%, from Nu. 5,702.96 million in 2014 to Nu. 6,147.57
million in 2015. The dividend income from BPC grew
by 170%, from Nu. 206.08 million in 2014 to Nu. 702.08
million in 2015 and from Bhutan Telecom Ltd. (BT) by
56%, from Nu. 216.01 million in 2014 to Nu. 337.01 million
in 2015.

We would also like to report that starting 2015, DHI
introduced and levied Brand and Management fees to
DOC:s. It contributed Nu. 108.28 million to the revenue.

On the expenditure side, it reduced by 41.22%, from Nu.
191.81 million in 2014 to Nu. 112.75 million in 2015. This
was due to reduction of finance cost by about 81%, from
Nu. 67.71 million in 2014 to Nu. 13.19 million in 2015. This
impacted the PAT positively by 11.22%, from Nu. 3,886.70
million in 2014 to Nu. 4,322.38 million in 2015.

and performance of DHI to achieve its mandates bestowed
in the Royal Charter.

At the end of 2015, the DHI Board consisted of seven
Directors including the Chairman and the CEO. Dr.
Damber Singh Kharka attended the Board Meetings in the
capacity of the Officiating CEO until Dasho Karma Yezer
Raydi was appointed as the CEO of DHI in November,
2015.

Nine board meetings were held in 2015 and the gap between
two meetings did not exceed three months in accordance
with the Companies Act 2000. Further, Board Committees
for Performance Management (BCPM) and Nomination
and Governance (NGC) also met regularly to consider
various aspects of DHI and its subsidiary companies.

Corporate Social Responsibility (CSR)
In 2015, under the CSR charitable contributions DHI
mostly supported religious, educational and youth related
activities, followed by health, community activities and
sports categories. We provided financial support to about
49 different activities amounting to a total contribution of
Nu 2.6 million.

Charitable contributions were made mainly to Civil So-
ciety Organizations (CSO) and other agencies working
towards helping rural children’s education, empowering
youth through programs such as art camp and children’s
work initiatives in the community. DHI also rendered fi-
nancial support to big events like the “6th Golden Youth
Award” organized by Bhutan Youth Development Fund,
and the “Mountain Echoes Festival”

Further, DHI joyfully contributed Nu. 20 million towards
celebrating 60th Birth Anniversary of His Majesty the
Fourth Druk Gyalpo. We also supported the initiative to set
up a Plastic Waste to Fuel Project with Thimphu Thomdey.
The project entails setting up of polymer energy plant for
processing 10 ton per day of post consumer plastic wastes
conversion to crude polymer oil/ fuel oil/ hydrocarbon de-
rivatives and setting up of 10 dry waste collection center
under a public private partnership framework. The Group
agreed to contribute Nu. 40 million towards this project.
Thimphu Thromde informed DHI that the land for the
project has been approved and also floated a Request for
Proposal. However, Thimphu Thromde has kept the pro-
ject on hold at the moment.

Apart from the support provided by the company, DHI em-
ployees also made voluntary contributions towards Jangsa
Animal Saving Trust and Nepal Earth Quake Relief Fund.
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Statutory Audit Report

M/s ASA and Associates LLP was appointed as the statu-
tory auditors for the year 2015 by the Royal Audit Author-
ity (RAA). The firm audited Standalone Accounts for 2015
from 7th March to 17th March 2016 and Consolidated
Accounts from 16th May to 1st June. The audit was car-
ried out in accordance with the International Standards on
Auditing (ISAs) and accounts were prepared to comply in
all material respects with the BAS Phase I to the extent ap-
plicable to the company and the relevant provisions of the
Companies Act of the Kingdom of Bhutan, 2000.

The Auditors’ Report for Standalone Accounts does not
have any qualifications on the Accounts of the Company.
The Auditors concur that the Accounts along with Sched-
ules, significant Accounting Policies and Notes to Accounts
are in compliance with the requirements of the Bhutanese
Accounting Standards and Companies Act of the Kingdom
of Bhutan.

However, the Auditor’s Report for Consolidated accounts
has made a few observations, which are spillover of DOC
qualifications. The Board and management would like to
assure the Shareholder that the comments and observa-
tions will be addressed in a phased manner.
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On behalf of the DHI Board, I would like to take the opportunity to offer our heartfelt
gratitude to His Majesty The King for the wisdom and guidance bestowed upon DHL
We also owe our sincere gratitude to the Ministry of Finance, the Royal Government
of Bhutan, and all other ministries and departments. We thank the regulatory agencies,

CSOs and private sector agencies for rendering cooperation that enabled us to achieve
our mandates. We also wish to thank the Government of India and international
agencies for supporting many of our initiatives.

We would also like to extend our appreciation to the Boards, CEOs and employees of
DHI and its companies for their unrelenting efforts toward achievement of our shared

common goals.

(s P o Ty “ 4 o Thank you!

(Sangay Khandu)
Chairman, DHI
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Nine board meetings were held in 2015 and in accordance with the Companies Act 2000 the gap between two meetings
did not exceed three months.

Corporate Governance Report

Being entrusted with the mandate of strengthening corporate governance, DHI continued with the adoption of CG best
practices in DHI and its companies. For FY 2015, DHI fully complied with the Companies Act of the Kingdom of Bhutan
2000, all other statutory requirements and our own CG Code.

Additionally, the Board Committee for Performance Management (BCPM) held twelve mid-term review meetings for
2015 compacts and twelve meetings to negotiate and finalize compacts for 2016 with the DOCs and BoB.

The BCPM meetings for the mid-term review 2015 compacts with the DOCs

The Board of Directors, Board Meetings, Board Committee Meetings and
and BoB were held on the following dates:

Procedures

The Board of Directors is entrusted with the ultimate responsibility of guiding the strategic direction and performance of

1. Bhutan Telecom Corporation Ltd. 10™ August 2015
DHI to achieve the mandates bestowed in the Royal Charter. The management of DHI is headed by the Chairman and the i 2
h
Chief Executive Officer for the management of the day-to-day affairs of the Company. 2. Bank of Bhutan Ltd. [
3. Construction Development Corporation Ltd. 12 August 2015
As at the end of December 2015, DHI Board consisted of seven board directors including the Chairman and the CEO. 4. DHI-INFRA Ltd. 13t August 2015
.. . 5. Thimphu Tech Park Ltd. 13% August 2015
Composition of the Board and attendance in 2015 ,
6. Dungsam Cement Corporation Ltd. 14 August 2015
7. State Mining Corporation Ltd. 14 August 2015
ot No. of Directorship on other DHI
Name of Director Category attended in . P . 8. Bhutan Power Corporation Ltd. 17t August 2015
2015 owned/controlled companies
9. Druk Green Power Corporation Ltd. 17 August 2015
[ cman  [wemser
9 10. Wood Craft Centre Ltd. 18" August 2015
1.DGPC 11. Natural Resources Development Corporation Ltd. 18t August 2015
Dasho Sangay
g , i i th 201
Khandu Non m'dependent Chairman, DHI > Drukair 12. Drukair Corporation Ltd 10™ September 2015
Executive
3.DCCL 1
The BCPM meetings for 2016 compact negotiation | Details of the NGCs held
Mr. Lam Dorj Non-independent — ¢o orary, MoF 6 and finalization were held on the following dates: in 2015 are as follows:
Non-executive
Mr. Tenzin Independent Non-
Dhendup executive Secretary, MoAF 6 1.BTL 1. DHI-INFRA Ltd. 1% December 2015 " 1. Drukair
- - 2. Bank of Bhutan Ltd. 15t December 2015 ! 1% NGC 18" March 2015
Mr.nPema Chhe Indepsndent Non Secretary, NLC 1.DHI Infra 1 2™ NGC  20% April 2015
wang executive 3. Drukair Corporation Ltd. 2" December 2015 3 NGC 3 July 2015
- Independent Non- Chairman, Yangphel - . nd 4h NGC 7™ August 2015
Mr. Ugyen Rinzin executive Private Limited 4. State Mining Corporation Ltd. 2" December 2015 5% NGC 15" August 2015.
i rd
Mr.KarmaTsetop  Independent Non- CEO, Middle Path to 5. Druk Green Power Corporation Ltd. 34 December 2015 2. BPC
Rinchhen executive Bhutan 6. Dungsam Cement Corporation Ltd. 3 December 2015 )
Dr. Damber Singh  Non-independent . 1.BTL, 7. Natural Resources Development Corporation Ltd. 4" December 2015 1*NGC 2" May 2015
Khark E . Officiating CEO, DHI 2" NGC 3 June 2015
I xecutive 2. Drukair 8. Bhutan Telecom Corporation Ltd. 4t December 2015
Dasho Karma Non-independent CEO. DHI 9. Wood Craft Centre Ltd. 14t December 2015 3.SMCL
ez iy SEEIE 10. Construction Development Corporation Ltd. 14 December 2015 1% NGC 23 May 2015
i th 2" NGC 4% June 2015
Dr. Damber Singh Kharka attended the board meetings in the capacity of the Officiating CEO until Dasho Karma Yezer 1. Thimphu Tech Park Ltd. 157 December 2015 34 NGC 15" October 2015
Raydi was appointed as the CEO in November 2015. 12. Bhutan Power Corporation Ltd. 15" December 2015 4% NGC  25% December 2015

Three Nomination and Governance Committees (NGCs) were formed in

2015 for reappointment and new appointment of CEOs in BPC, Drukair and

SMCL.
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Highlights of corporate social responsibility initiatives

The DHI Corporate Social Responsibility Guideline-2013 provides the overall approach to corporate social responsibility
for the DHI companies. The guideline creates a more systematic approach to CSR funding and CSR activities carried out by
DHI and DHI companies. The CSR approach at DHI is maintained keeping an important aspect in mind, that the dividends
provided to the Ministry of Finance by DHI and DHI companies will ultimately enable the government to support social

causes on a much larger scale. Following are the highlights of CSR initiatives carried out during 2015: > d I R e
Financial Review

- Education and Youth

Supported the eighth “Golden Youth Award
Camporganized by the Bhutan Youth
Development Fund

Spiritual

Donated for renovation of

Zangkhar Lhakhang, Pangbesa, Paro and
Geling Gonpa, Chukha. The Lhakhangs
were damaged by the earthquake in 2011.

Donated library books to Ministry of Education
for distribution in Schools

Supported
Jigten Wangchuk Tshogpa in conducting “
the 3-day ceremony of Zhabdrung Kuchooe

in Punakha.

Donated for reconstruction of
Galing Sanga Choling Monastery, Nepal. The monastery
was damagd by the earthquake in 2015

Supported
Tarayana Foundation in it's projects to help the
vulnerable youths and rural community

L]
Community
Contributed for the construction of
Donated to suport the Ney-khang at Nganglam
Old Age Home at Begana,
Thimphu

Supported the sixth edition
of the Mountain Echoes

60" BCC Celebration

Contributed Nu. 5 million for ‘Plastic
Supported the Taktse community to construct a house for a to Oil’ project, a project initiated by

destitute family at Kumiding village, initiated by the DHI in partnership with Thimphu City
Institute for Language and Cultural Studies (ILCS) Corporation

o

Contributed Nu. 2.5 million for the construction of
‘Recreational Park’ at Dochula

Contributed Nu. 2.5 million to 60th Birth Anniversary
Celebration Committee

Financial highlights
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FINANCIAL REVIEW
Financial highlights

Group Net worth and Total Asset

(in million

Nu)

Total Asset  51,091.89  107,892.19 118,548.23 120,228.71

Net Worth 22,253.84 52,771.70 59,248.86  62,544.34

127,703.22 141,654.36 154,641.13 154,452.59 14.83%

68,076.25 73,196.33  73,500.59 76,501.27 16.69%

figures in Billion Nu

11855

15464 15445

14165

127.70

7350 76.50

2008 2009 2010 201

=o=Total Asset (CAGR 14.83%)

2012 2013 2014 2015

== Net worth (CAGR 16.69%)

Group Revenue and PBT
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Asset by sector

2015 Total Assets
(in million Nu.)

Sector Percentage

Total 100% 215,342.36
Inter-company elimination 60,889.77
Net Total Assets 154,452.59

Note:

o Inter-company elimination worth Nu. 60,889.77 million has not been
accounted in the Total Assets.

e Sector ‘Other’ means DHI, Real Estate and Construction.

Percentage contribution to the national revenue
(fiscal year 2014-2015)

2014-15 2013-14 2014-15 2013-14

;Z?elnue 1077145 17,21692 1934492  20,14378 23,001.61 26,957.94 29,809.42  39,160.47 17.51%
Total 601641 849005 1003609 1142428 13,869.79 1622553 20,46550  28,345.06 21.38%
Expenditure

Ez?;BBTe)fme 4,75505 872687 930883 871950  9,148.14 1073241 934392 10,815.41 10.82%

Figures in Billion Nu 39.16

476

2008 2009 2010 2011 2012 2013 2014 2015

e=(mmRevenue (CAGR 17.51%) - PBT (CAGR 10.82%)

DGM 292.88 238.62 1.14% 1.01%
BT 255.48 238.30 1.00% 1.01%
RICB 181.09 155.86 0.71% 0.66%
BOB 139.04 278.14 0.54% 1.18%
Total 12,060.25 10,573.29 46.99% 44.69%
Total National

Revenue (in million 25,665.77 23,659.90 25,665.77 23,659.90
Nu.)
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KEY FINANCIAL HIGHLIGHTS OF THE COMPANIES

. o Total Assets 290.63 315.89 -8.00%
Financial Performance of DOCs for 2015 and 2014 Net Worth 20550 1346 739
N Income 11.41 84.09 -86.43%
" compary | paricrs | ams o v |
DHI-INFRA Ltd. Expenditure 21.98 78.98 72.17%
Total Assets 55,590.88 57,474.21 -3.28%
PBT -10.57 5.12 -306.45%
Net Worth 42,877.56 42,208.65 1.58%
Tax = 1.73 -100.00%
Income 14,258.09 13,905.77 2.53% PAT o - ET—
DGPC Expenditure 6,855.54 6,686.26 2.53% Total Assets 1 1’751 32 1 1’29495 4.04%
PBT 7,402.55 7,219.51 2.54% Net Worth 4,727.86 4,163.93 13.54%
Tax 2,244.98 2,188.13 2.60% Income 2,579.43 1,598.43 61.37%
PAT 5,157.57 5,031.38 251% DCCL Expenditure 3,619.21 2,885.84 25.41%
Total Assets 25,185.46 24,651.64 2.17% PBT -1,039.78 -1,287.41 -19.23%
- - - 0,
Net Worth 13,717.57 13,035.62 5.23% [ SRS Sl [
PAT -737.70 -909.98 -18.93%
Income 9,769.65 7,273.88 3431%
Total Assets 823.94 719.28 14.55%
BPCL Expenditure 7,798.03 5,680.79 37.27%
Net Worth 45277 461.83 -1.96%
(o)
PBT e LI 23.76% Income 47539 40253 18.10%
U B iz S CDCL Expenditure 435.05 401.79 8.28%
PAT 1,380.74 1,002.97 37.67% PBT 40.34 0.75 5283.28%
Total Assets 4,769.02 4,291.25 11.13% Tax 12.10 1.44 741.10%
Net Worth 3,714.69 3,535.06 5.08% PAT 28.24 -0.69 4195.57%
Income 2,717.14 2,401.47 13.14% Total Assets 138.99 131.98 5.31%
BTL Expenditure 1,967.66 1,701.63 15.63% Net Worth 11514 110.73 3.99%
Income 79.35 80.41 -1.31%
PBT 748.69 697.03 7.41%
WCCL Expenditure 73.38 70.87 3.55%
Tax 23265 222.29 4.66%
PBT 5.97 9.54 -37.42%
PAT 516.04 47474 8.70%
Tax 1.61 3.45 -53.27%
Total Assets 696.11 672.10 3.57% PAT 436 6.09 28.45%
Net Worth 583.14 545.13 6.97% Total Assets 306.94 302.68 1.41%
Income 428.38 396.60 8.01% Net Worth 168.94 155.60 8.57%
NRDCL Expenditure 401.18 388.98 3.14% Income 16.26 13.00 25.05%
PBT 27.20 7.62 257.11% TTPL Expenditure 14.50 19.75 -26.56%
. - - P — PBT 1.75 -6.74 -125.99%
PAT 18.53 5.85 217.03% Ues ) )
PAT 1.7 -6.74 -125.999
Total Assets 5,616.37 4,052.17 38.60% > 6 2:99%
Net Worth 2,450.54 2,488.40 1.52% Total Assets 37.16
Income 2,897.26 2,973.51 2.56% Net Worth 3419
I 0.28
DCL Expenditure 2,918.80 3,076.32 5.12% neome
SMCL E dit 11.63
PBT 2154 102,81 79.05% xpenditure
PBT -11.
Tax -10.90 -27.13 -59.82% 3
T. -0.04
PAT 3244 129.94 75.03% x 0.0

PAT -11.39
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Financial Performance of DCCs for 2015 and 2014
oy |t | s | aoia | e
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Financial Performance of DLCs for 2015 and 2014

I T T N N

Total Assets 39,138.32 39,650.53 -1.29%
Net Worth 4,758.29 4,305.89 10.51%
Income 2,719.37 2,586.24 5.15%
BOBL Expenditure 1,582.81 1,429.29 10.74%
PBT 1,136.56 1,156.96 -1.76%
Tax 340.95 342.98 -0.59%
PAT 795.61 813.98 -2.26%
Total Assets 693.40 581.22 19.30%
Net Worth 354.17 282.92 25.19%
Income 2,298.04 716.19 220.87%
STCBL Expenditure 2,195.37 704.91 211.44%
PBT 102.68 11.28 810.28%
Tax 30.85 3.38 812.72%
PAT 71.82 7.89 810.27%
Total Assets 216.73 198.21 9.34%
Net Worth 31.33 36.58 -14.35%
Income 145.99 105.35 38.58%
DPL Expenditure 151.26 133.70 13.13%
PBT -5.27 -28.35 -81.41%
Tax = =
PAT -5.27 -28.35 -81.41%

Total Assets 313.70 317.57 -1.22%
Net Worth 291.99 294.22 -0.76%
Income 340.72 329.93 3.27%
BBPL Expenditure 330.11 321.04 2.83%
PBT 10.61 8.89 19.35%
Tax 3.12 2.67 16.85%
PAT 7.49 6.22 20.42%
Total Assets 1,363.00 1,496.84 -8.94%
Net Worth 1,122.63 1,275.81 -12.01%
Income 1,653.28 1,856.04 -10.92%
PCAL Expenditure 1,479.54 1,547.16 -4.37%
PBT 173.74 308.88 -43.75%
Tax 54.91 100.87 -45.56%
PAT 118.83 208.01 -42.87%
Total Assets 97.45 95.11 2.46%
Net Worth 23.94 50.00 -52.12%
Income 0.59 =
KIPL Expenditure 26.65 6.05 340.50%
PBT -26.06 -
Tax = =
PAT -26.06 -
Total Assets 1,559.59 1,415.37 10.19%
Net Worth 942.93 988.91 -4.65%
Income 2,053.41 2,025.09 1.40%
BFAL Expenditure 1,957.32 1,739.33 12.53%
PBT 96.09 285.76 -66.37%
Tax 29.58 96.41 -69.32%
PAT 66.52 189.35 -64.87%
Total Assets 15,187.30 12,332.66 23.15%
Net Worth 3,050.87 2,675.32 14.04%
Income 3,597.18 2,707.26 32.87%
RICBL Expenditure 2,873.22 2,136.88 34.46%
PBT 723.95 570.38 26.92%
Tax 220.45 169.09 30.37%
PAT 503.50 401.29 25.47%
Total Assets 30,929.45 29,123.58 6.20%
Net Worth 7,368.91 6,890.08 6.95%
Income 2,665.08 2,228.48 19.59%
BNBL Expenditure 1,378.46 1,172.72 17.54%
PBT 1,286.62 1,055.76 21.87%
Tax 500.74 312.11 60.44%
PAT 785.88 743.65 5.68%

®
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Portfolio and core investments

3
a dhi Company

Energy and resources
Druk Green Power Corporation Ltd.

Fmancml highlights

DGPC’s total revenue for the year was Nu. 14,258.09
million, an increase of 2.53% from Nu. 13,905.77
million in 2014. The increase is attributed to increase
in generation and, therefore, increase in export and
domestic sales; and

DGPC made a PAT of Nu. 5,157.57 million, an increase
of 2.51% from Nu. 5,031.38 million in 2014.

Opemtzonal highlights

DGPC’s four-hydropower plants (Tala, Chhukha,
Kurichhu and Basochhu) collectively generated
7,381.60 million units (MU) of electricity during 2015,
an increase of 3.28% from the aggregate generation
of 7,147.10 MU in 2014. This increase in generation
was on account of better hydrological flows mainly in
the Wangchhu as well as the additional generation of
67.35 MU from the Tsibjalumchhu Diversion Scheme
to the Tala Hydropower Plant (THP);

Consequently, there was a decrease in the import of
power from India to 158.46 MU in 2015 from 187.37
MU in 2014 with part of the shortfall in the eastern
part of Bhutan being met from the generation in
western Bhutan with West-East link interconnected at
Jigmeling;

The net energy exported to India, of
5,149.17 MU during 2015, was a slight
increase over previous year’s export of
4,991.89 MU;

The domestic energy consumption of
2,142.17 MU during 2015 that was supplied
to BPC was slightly higher by 3.77% over
the domestic consumption of 2,064.30 MU
during 2014; and

DGPC achieved a power plant availability
of 98.16% and overall average water
utilization factor of perfect 99.99%.

Generation augmentation
projects

Tsibjalumchhu diversion scheme: The
construction of civiland hydro-mechanical
works for the Tsibjalumchhu Diversion
Scheme was completed at a cost of Nu.
285.76 million. With the diversion of the
Tsibjalumchhu into the Tala reservoir,
an additional energy of 67.346 MU was
generated during 2015; and

Modification of Lubichhu intake: DGPC completed
a study to modify the intake structure for the Lubichhu
diversion scheme to handle the sediment load. The
modification of the silt flushing system is planned over
the next 1-2 years.

Projects under investigations

Kuri-I Hydropower Project: DGPC completed the
preparation of the Detailed Project Report (DPR)
for the 1,125 MW Kuri-I Hydropower Project during
2015 at a cost of Nu. 149 million using mostly expertise
available within DGPC;

Kurichhu Augmentation Project: DGPC completed
the DPR study to augment the existing 60 MW
Kurichhu Hydropower Plant (KHP) during 2015
based on the potential to generate additional energy
for optimal utilization of the Kuri discharge;

Nyera Amari-I&II Integrated Hydropower Project:
DGPC started the preparation of the DPR for the
442 MW Nyera Amari-I&II Integrated Hydropower
Project and a number of the DPR activities such as
the topographical survey and mapping and geological
investigations (drilling) were awarded during 2015;
and

Pre-feasibility study of Jomori Hydropower Project:
DGPC took an active part in the preparation of the
pre-feasibility study (PFS) for the Jomori Hydropower
Project with the Ministry of Economic Affairs (MoEA).
As per the study, the Jomori could be considered for
an installed capacity of 85 MW with an annual design
energy of 362 MU.



Bhutan Power Corporation Ltd.

a dlii Company

Financial highlights

BPC’s total revenue for the year was Nu. 9,769.65
million, an increase of 34.31% from 2014’s revenue
of Nu. 7,273.88 million. The growth is attributed to
increase in revenue from all sources with significant
increase in earnings from construction contracts;

The average tariff for the year was Nu. 2.27 per kWh as
compared to Nu. 1.966 per kWh in 2014; and

BPC made a PAT of Nu. 1,380.74 million, an increase
of 37.67%from Nu. 1,002.97 million in 2014.

Opemtzonal highlights

The power purchase from DGPC increased by 3.77%,
from 2,064.30 MU in 2014 to 2,142.17 MU in 2015
due to increased domestic consumptions. Of the total
purchases, royalty energy accounted for 1,093.953
MU for the year as compared to 1,059.200 MU in the
previous year;

The total electricity sales increased by 4.04% from
1,977.18 MU in 2014 to 2,057.14 MU in 2015;

BPC also generated 14.68 MU of electricity from
embedded mini and micro-hydels owned by the
company;

It wheeled 5,541.76 MU of electricity to India for
DGPC in 2015 as compared to 5,044.33 MU in 2014;

Of the total energy of 7,703.296 MU received by the
system during the year, 7,598.900 MU was the total
utilization of energy. Hence, the global energy loss
for the year was reduced to 1.35% as compared to
1.13% in 2014. Similarly, BPC contained the domestic
Transmission & Distribution (T&D) loss at 4.83% for
2015; and

BPC added 8,483 customers during the year, taking
the total to about 168,279 customers. The addition has
been mostly through service connection of the rural
homes in the country side brought about by extensive
Rural Electrification coverage made by the company;

Rural Electrification (RE) Project

BPC electrified 730 households for ADB-V and 494
households for JICA-2 additional funding totaling to
1,224 households through RE and 793 households
through RE fill-in on grid supply in 2015;

A total of 43,273 households are electrified as of
December 2015 against Governments mandate to
electrify 40,257 households by 2013 as per the 10th
FYP. BPC made significant progress with the RE works
and today about 99% of Bhutanese homes have access
to grid electricity supply;

Transmission lines for hydropower
development

Construction of two numbers 400kV D/C transmission
lines taken up as a deposit work for PHPA I for the
evacuation of power from Punatsangchhu-I Hydro
Electric Project to India progressed well. BPC achieved
a physical progress of 79.42% for ‘Package A and 72%
for package B as on December 2015;

Construction of two numbers 400kV D/C transmission
lines taken up as a deposit work for MHPA for the
evacuation of power from Mangdechhu Hydro Electric
Project made progress of 64% as of December 2015.
BPC casted 235 tower foundations and completed
10Kms of stringing works during the year;

The contract for construction of 400kV D/C
Transmission line from pothead yard Punatsangchhu

IT in Wangdue to Jigmeling, Sarpang taken up as a
deposit work for PHPA II, was awarded to M/s KEC
International Ltd., India on January 16, 2014 at a
contract value of Nu. 1,809.112 million. BPC achieved
a physical progress of 41.43% as on December 2015;

For the construction of the 66 kV Transmission Line
from Thimphu to Gasa, which was awarded to Joint
Venture of Bhutan Engineering Company Pvt. Ltd.
and Bhutan Engineering Power Co. Pvt. Ltd. in 2014,
BPC achieved a progress of 25% as on December 2015;

Transmission lines and substations for
System Expansion

BPC carried out construction works of 33/11 kV
substation in Samdrup Jongkhar, 33/11 kV substation
at Khalangzi Power House, Mongar 2x5 MVA
substation in RBA Lungtenphu colony, Thimphu and
2x3MVA substation in Sipsoo.

BPC also carried out works for up-gradation of
2x2.5MVA substation to 2x5 MVA substation at
RICBL, Thimphu and 66kV Paro substation with
2x20MVA, 66/33kV power transformer.

Further, the company carried works for re-alignment
of 220kV Rurichhu-Tsirang transmission line (rt42-
rt43) at Dogorthang for PHPA-II dumping yard,
132kV Dewathang-Rangia line for industrial estate and
changed the current transformer at 220kV substation,
Semtokha. It also carried out retrofitting of relays at
Haa substation, shifting of 8MVA transformer from
Paro to Watsa and started works on the up-gradation
of Singyegaon substation to Gas Insulated Switchgear
(GIS) substation.
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Natural Resources Development

Corporation Ltd.

a dhi company

Fmanczal Highlights
NRDCLs total revenue for the year was Nu. 428.38,
an increase of 8.01%, from Nu. 396.60 million in 2014

o NRDCL made a PAT of Nu. 18.53 million, a substantial
increase from Nu. 5.85 million in 2014. The increase
in PAT is attributed to increase in sale of timber and
sand, control in expenditure and reduction in loss
from crushing plants with the sale of two 100 TPH
plants and suspension of operation of three stone
quarries;

ANNUAL REPORT 2015

Operatzonal highlights

NRDCL extracted 1.76 million cft. of timber, 318,443.11 m3 of sand,
4.08 million cft of Stone/boulder and 1.249 million cft stone chips
during 2015;

The company disposed 1.96 million cft. of timber, 330,132.36 m3 of
sand, 3.01 million cft. stone/boulder and 1.90 million cft. of stone chips
during 2015;

NRDCL constructed timber storage sheds (both temporary and
permanent) in the depots, and wherever required, to protect the timber
from deterioration and decay;

It set up sawmill at Ramtokto to add value to the old and unsold timbers
in the timber depots across the country;

In collaboration with the Royal Academy Project, the company started
a pilot Glu-lam timber (glued and laminated timber) production unit
at Pangbisa, Paro to meet the special-sized timber requirements and
maximize timber utilization;

Further, as a part of reforestation program, NRDCL carried out tree
plantation in 64.89 hectares of land and raised 137,650 seedlings; and

In the process of timber extraction, NRDCL constructed 18.77km road
and approximately 443.55km was maintained.
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Tshophangma Coalmine: For this project, the mandatory public and
sectorial clearances were obtained. Also, the topographical survey,
geological investigation and FMFS were completed; and

Stone Quarry for Kholongchu Hydroelectric Project (KHP): After,

State M i n i n g C 0 r po rat i o n Ltd . the initial five quarry sites, handed over by the Government, were

found to be not feasible, SMCL applied for release of a new stone
quarry at Dzongthung in Bartsham, Trashigang. Thereafter, the study

to assess the reserve and stone quality for non-wearing concrete in
hydropower structures achieve good progress during 2015.

H s ‘?u i
g v \ o .-, . . i o i -
Operational Highlights -~ \ TV oo, = N
o Commenced operation from its head office located ", ia 4 j : '
at Gurung Basti in Samtse town with 23-staft (5 on T w5 r
: e T . _ - !
contract, 15 regular and 3 ESP); and - . g _ s F iy ™ § TP
. p A Ll nd : ;‘f.‘ "inr'r_'. ¥ i ot .
o All required internal’systems and process manuals ’ - % F ™ _f_:ﬂ. >
were put in place during the year. il ’ <Ml ; i.'i : :

Projects o, -Gt i JEEE S
H / e

o Habrang Coalmine in Bhangtar (Samdrupcholing):

w
*
E

SMCL completed topographical survey and geological
investigation, Final Mine Feasibility Study (FEMES)
and Environment Impact Assessment (EIA) during
2015;

e Dumsidara Dolomite: SMCL completed the
topographical survey and geological investigation
for Dumsidara Domolite Project during 2015. It also
progressed well with the next phase of study on FMFS :
and EIA; (R <
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Communication and transportation
Bhutan Telecom Ltd.

Financial highlights
o BT’ total revenue for the year was Nu. 2,717.14 million, an
increase of 13.14% from Nu. 2,401.47 million 2014.

e BT made a PAT of Nu 516.04 million, an increase of 8.7% from
Nu. 474.74 million in 2014.

Operational highlights

o The company’s mobile network witnessed some major expansion
works during 2015. Expansion on the Core network involved
replacement of Mobile Packet Backbone Network (MPBN) with
new routers and switches supporting 10 Gbps connections both
on the access and ISP sides;

«  Radio Network Controller was upgraded to 1.5 Gbps from 250
Mbps mainly to support the increasing number of 3G users;

o About 27 Node Bs were installed at various locations to augment
capacity and expand 3G coverage. Further, 18 2G BTS sites were
installed to extend mobile services to the rural areas which
previously had weak or no mobile network coverage;

o Thimphu-east domestic backbone capacity was increased from
2.5 Gbps to 40 Gbps using the DWDM technology; and

« BT launched B-secure service to enhancing security for private
and public properties, including important and historical
sites. The company also partnered with HP Enterprises and
Microsoft to host cloud services at the company’s Data Centre
in Phuentsholing;

ANNUAL REPORT 2015



ANNUAL REPORT 2015

a dhi company

Fmanaal highlights

Drukair’s total revenue for 2015 was Nu. 2,897.26 million,
a decrease of 2.56% Nu. 2973.51 million in 2014. The year
saw a decrease in revenue due to decline in high yield dollar
paying passengers;

Drukair made a significant improvement by reducing its loss
from Nu. 129.94 in 2014 to Nu. 32.44 million loss in 2015.

Operatzonal highlights

Drukair operated 4,193 flights in 2015 and carried 209,422
passengers. While the number of flights operated increased
by 2%, passengers carried decreased by 2% compared to
2014;

The company cancelled 83 scheduled flights on account of
Nepal earthquake. Capacity reduced by 30%, from 56,206
seats in 2014 to 39,157 seats in 2015. This affected the load
factor for the year, which stagnated at previous year’s 68%.
To substantiate further, there was no growth in overall
passengers, as the total passengers carried during 2015
(including those who flew with the competitor) dropped to
260,031 from 260,955 in 2014;

Bangkok sector saw a drop of 4% compared to 2014. Some
25 direct flights had to be cancelled due to poor load. As a
result capacity reduced by 8.5% compared to 2014. Drukair,
however, retained 67% market share on the route amounting
to 55,286 passengers;

While there was increase in total passengers carried (by
11,922 passengers), it was mainly on the lower yield fare
base. The local fare paying passengers increased by 7% and
high yield passengers decreased by 6%. As the increase in
local passengers did not compensate for the 6% drop in
dollar paying passengers, the overall revenue for the year
took a drop;
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BANK OF BRUTAN ITD.

a dhi company

Financial services
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Fmanczal highlights
BOBs total revenue for the year was Nu. 2,719.37 million, an
increase of 5.15%from Nu. 2,586.24 million in 2014. The growth
was mainly triggered by increase in interest income from Nu.
2,166 million in 2014 to Nu. 2,397 million in 2015 and increase
in fees & commission income by Nu. 59 million in 2015; and

e BOB madeaPAT of Nu. 795.61 million, a decrease of 2.26% from
Nu. 813.98 million in 2014.

Operattonal highlights
Customer deposits decreased from Nu. 33.49 billion in 2014
to Nu. 32.25 billion in 2015. However, deposits by Banks stood
at Nu. 147 million, an increase by Nu. 7 million compared to
previous year’s Nu. 140 million;

o The total capital and reserves of the bank increased by 10.50
percent in 2015, an increase from Nu. 4,305.88 million in 2014 to
Nu. 4,758.28 million in 2015;

o The bank started the construction of the Thimphu corporate
office at the location of the old branch premises, which is
expected to be completed in three (3) years;

o BOBLIs loans market share increased to 37.04% in June 2015,
making it the leader in overall market share for loans;

o BOBL launched mobile banking application, M-BoB in May
2015, enhancing convenience to the valued customers; and

+ Inorderto further improve the services, the bank is also changing
its Core Banking System (CBS) from FLEXCUBE to BaNCS in
partnership with Tata Consultancy Services (TCS). With change
in CBS, the bank will be able to introduce new and innovative
products quickly.



Operational highlights

« The plant produced 375,870.38 MT of clinker against the installed capacity of
990,000 MT and 469,302 MT of cement produced against the installed capacity

i of 1.3 million MT.

. o DCCL sold 38% of cement produced in export market and 73% in domestic
M a n u faCt u r' I n market. Within the domestic market 12% was sold to the trade segment and 50%
g to the institutional buyers like hydropower projects;
D u n g sa m Ce m e nt Co r po rat i o n Ltd o « DCCL appointed 88 dealers in domestic market and 36 distributors in export

market during 2015;

Financial highlights
« DCCELs total revenue for the year is Nu. 2,579.43 million, an increase of 61.37% from Nu. 1,598.43
million in 2014. The revenue increased due to increase in sales during 2015;

o The company, however, incurred a loss of Nu. 737.70 million, a decrease of 18.93% from Nu. 909.98
million loss in 2014. Depreciation cost of Nu. 421.03 million and financial charges of Nu. 663.68
million on borrowings contributed to its loss.
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Wood Craft
Center Ltd

Financial highlights
e« WCCLs revenue for the year was Nu. 79.35 million, a
decrease of 1.31% from Nu. 80.41 million in 2014;

e WCCL made a PAT of Nu. 4.36 million, a decrease of 28.45%
from Nu. 6.09 million in 2014.

Operatzonal highlights
The company, following its enlistment under the DHI Group
from January 2015, developed/conducted and implemented
Corporate Strategic Plan (CSP) and Organizational
Development exercises (OD); and

e WCCL also put in place required internal systems and
process manuals viz. Performance Management System,
Services Rules and product costing system.
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Dungsam Polymers Ltd.

Fmanczal highlights

DPLs revenue for the year was Nu. 145.99 million, an
increase of 38.58% from Nu. 105.35 million in 2014.
The revenue increased as a result of increased sale of
PP bags (55% increase compared to 2014);

DPL made a loss of Nu. 5.27 million which is a
significant decrease from Nu. 28.35 million loss in
2014;

Operational highlights

DPL produced 1,105.28 MT of fabric during 2015 as
compared to 668.91 MT 2014, an increase of 65%.

On account of higher fabric production, the company
produced 15.22 million PP bags during 2015, an
increase of 61% as compared to 9.47 million in 2014.

DPL aimed to produce 80% of the installed capacity
presuming that the production of DCCL would pick
up at 65% of its installed capacity. However, the
target didn't materialize as expected due to various
unforeseen circumstances and natural calamities; and

Capacity utilization for the year remained below
48.54% as compared to the targeted 80%. This was
mainly due to DCCL, DPLs main market, not being
able to pick up its sales, expected at 65% capacity
utilization, during 2015.
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a dhi company

DHI-INFRA Ltd.

Financial highlights
o  DHI-INFRAS revenue for the year is Nu. 11.41 million. The company had made
a revenue of Nu. 84.09 million in 2014.

o DHI-INFRA made a loss of Nu. 7.31 million compared to a profit of Nu. 3.38
million in 2014.

Operational highlights

e Amochhu Land Reclamation and Township Project:
For this project, following progresses were
made during 2015:

Awarded contract worth Nu. 82.40 million for the
preparation of Integrated Detailed Project Report
(IDPR);

Completed topographical survey of the project
area worth;

Completed identification of site and concept plan
for social housing to accommodate Bhutanese
living across the border; and
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Power Transmission Construction Project:
For this project, following progresses were made

during 2015:

Signed MoU with BPC on the national capacity
building in transmission lines construction;
Associated with BPC in conducting preliminary
survey and identification of transmission line
route from Jemina to Changedaphu; and
Completed Business Plan for transmission lines
construction and, subsequently, amended its
Articles of Incorporation.
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a dhi company

Construction Development Corporation Ltd.

Fi

nancial highlights
CDCELs revenue for the year is Nu. 475.39 million, an
increase of 18.10% from Nu. 402.53 million in 2014.
The increase was brought about by more projects
acquired by the company during 2015; and

CDCL made a profit of Nu. 28.24 million, a significant
improvement compared to Nu. 0.69 million loss in
2014.

Operational highlights

Upon enlistment as DHI subsidiary starting January
2015, CDCL reviewed Corporate Strategic Plans

(CSP), conducted OD exercise and revised internal
systems and process manuals viz. Service Rules and
PMS system;

CDCL developed business plan to undertake
hydropower construction works and established
Hydropower Services Department as one of the key
strategic business unit to undertake hydropower
constructions works and initiated procurement
of major hydropower construction equipment and
machineries.;

The company entered into Joint Venture MoU with
CMC di Ravenna of Italy for hydropower construction
works; and

CDCL signed MoU with DGPC to undertake
exploratory works for the Nyera Amari I & II.

Projects: CDCL also made significant progresses on
following bridge and road projects during 2015:

e Yangbari suspension baily bridge: construction
completed and handed over to Mongar

Dzongkhag Administration;

e Nikachu bridge - construction completed and
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handed over to Tangsibji Hydro Energy Ltd.;

Decehencholing bridge - completed 72.5% of
physical work;
Hejo Bridge - completed 75% of physical work;

Bongdeyma bridge - completed 77.5% of physical

work;

Samdrupchoking-Sambrang road -
construction completed and handed over to

Department of Roads (DoR);
East-West road widening (Dochula site) -
construction completed and handed over to DoR;

and

Tobjikha workshop construction - completed
93.3% of physical work.

®
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Thimphu TechPark

BHUTAN’S FIRST IT PARK

a dhi company

Thimphu Tech Park Ltd.

Fmanaal highlights
TTPLs total revenue for the year was Nu. 16.26 million,
an increase of 25.05% from Nu. 13 million in 2014. The
increase is attributable to increase in number of tenants;
and

o  For the first time, TTPL recorded a PAT of Nu. 1.75. The
company incurred a loss of Nu. 6.74 million in 2014.

Operattonal highlights

TTPL developed space on the second floor and created
additional spaces with a total carpet area of 1,330 sqft
by partitioning space within the common areas and
also partially leased out the space;

Besides commercial mandate, the company was able
to create direct employment opportunities for over
600 youth at the IT Park during 2015;

Managed the operation of Bhutan Innovation
and Technology Centre, which houses a business
incubator and a Tier-2 Data Centre under the Design
Build Operate Transfer (DBOT) contract with the
Department of IT & Telecom, Ministry of Information
and Communications (MoIC); and

Conducted  entrepreneurship-training  programs
with the Ministry of Labour and Human Resources
(MoLHR);
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Druk Holding and Investments Limited

(Al fig

Transactions with Other Portfolios -

Bonus shares received (13,258,500 shares of Nu. 10/- each)
Dividend income

Interest income on bank deposits

Insurance of vehicles

Medical insurance

Actarial valuation fec

Balance as at the end of the year with Other Portfolios -
Current account balances
Fixed deposits

Outstanding Balance with Other Portfolios -

Accrued interest on bank depaosits
Acmarial valuation fee pavalle
Transactions with Salis -

Purchase of assers

Media and publication expenses

Hall hiring charges

Postage charges

Ourstanding Balances with Solis -
Media and publication expenses payable
Postage charges payable

T1.706
368
019
(4%
0oz

.01
37373

1.3z
(.02

| S

0.7

0.09

0.06

42.22
447
.04

0,01

0,98
9.59

(.31
0.0

001
1.12
(0, 40r
.11

(LM}
(i

The list of related parties including the subsidiaries, associates and portfolio companies are provided

in note 13 and note 29,

Dungsam

Dungsam
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