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Brief Background

Natural Resources Development Corporation Ltd. was first started in 1984 as the
Bhutan Logging Corporation (BLC). It was then named Forestry Development
Corporation Limited (FDCL) in 1996 to reflect its diverse activities. In 2007, it was
further restructured to form the Natural Resources Development Corporation Ltd
(NRDCL) with a mandate to extract and market sand and stones at affordable
prices in addition to timber and to make these resources ‘affordable, accessible
and available for judicious use in the best interest of the nation and people’.

NRDCL is a fully-owned Druk Holding and Investments (DHI) company. The
company is governed by the Articles of Incorporation under the Companies Act of
the Kingdom of Bhutan 2000.

MANDATES AND OBJECTIVES

i. Management of natural resources with application of scientific and
environmental friendly technology and methods.

i. Engageinharvesting/extraction, processing, value-addition and marketing
of natural resources through innovative and state-of-the-art technologies.

iii. Ensure judicious use and equitable supply of resources at affordable
price(s).

iv. Develop valuable timber and non-timber species for industrial and
commercial use.

v. Promote and develop effective alternatives to achieve both social goals
and corporate objectives.

vi. Contribute towards rejuvenation of country’s forest cover and nature
conservation.

CORE VALUES

NRDCL highly values the following core values which serve as critical factors for
realizing the vision, mission and objectives of the corporation:

Transparency and Accountability: Be disciplined, transparent and accountable
for our decisions, behaviors, attitude and results
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Integrity and Honesty: Be fair, honest and ethical in what we seek to do and how
we deliver as an organization

Productivity and Efficiency: Strive for high levels of productivity and efficiency

Innovation and Creativity: Be creative and innovative in improving the services
and technologies to realize our strategic goals (vision, mission and objectives).

Commitment and Teamwork: Be personally committed and take pride in working
as a team with common values and goals

Respect and Fairness: Hold others in high esteem. All jobs and all people are
important. Do not take advantage of people. View people as an end in themselves,
not a means to an end. Behave in accord with our high standards of respect and
fairness

Health and Safety: Be conscientious in promoting the health and safety of our
people, community and environment

An overview of NRDCL activities

a. Production and Supply of Timber

NRDCLimplements the ForestManagement Plansin approved ForestManagement
Units (FMU) and Working Schemes (WS) and works towards sustainable forest
management for the benefit of both the present and future generations of Bhutan.
Forestry operations outside the FMUs are also carried out to maintain the health
and hygiene of forests, i.e. sanitation/salvage operations to remove over-matured
trees, and diseased, insect attacked dead and dying trees to prevent epidemics.
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To supplement timber supply and manage the forests on a sustainable basis,
NRDCL also carries out thinning activities in collaboration with DoFPS.

NRDCL also supplies sawn timber from its retail outlets, which were established
to meet the requirements of small time buyers and take service to the doorsteps
of the people.

Timber is marketed as per Marketing and Pricing Policy of the Royal Government
at the prices fixed by the Natural Resources Pricing Committee (NRPC).

b. Extraction and Supply of Sand

NRDCL carries out sand extraction
throughout the country to meet
the demands of the public and
®% construction industry. The sand is
4 Supplied directly from the quarries
and depots at low prices as per
the demand of the customers. The
rates are approved by the NRPC.

c. Extraction and Supply of Stone/Boulders

NRDCL is engaged in marketing of stone/boulders and has exclusive rights to
operate stone quarries in FMUs, if required. From March 2008, the Corporation
took over extraction and marketing activities of river stone nation-wide.

Like sand, stone is supplied directly from the collection sites as per the demand of
the customers at fixed rates approved by the NRPC.

d. Production and Supply of Stone Chips from Crushing Plants
NRDCL currently has two stone
crushing plants in operation. Stone
chips are supplied from the crushing
plants at competitive prices.
Subsidiary activities:

a. Supply of Woodchips

NRDCL supplies woodchips to ferro-

alloy industries. Forest residues
after timber extraction from FMUs

Annual Report 2016 | 3



and other areas allotted by the Department of Forests and Park Services are
converted into woodchips and supplied.

b. Reforestation Programs

Reforestation activities are carried out within areas where timber has been
harvested and also in blank and degraded areas within and outside FMUs.

NRDCL also provides seedlings to the various agencies in order to promote forest
cover.

c. Forest Road Construction

To facilitate timber harvesting, environment friendly forest roads are constructed
in the operation areas. Most of the NRDCL roads have benefitted the local
communities. NRDCL also collaborates with concerned Dzongkhag authorities to
combine forest roads with farm roads constructions, wherever possible, in order to
save the overall costs, both for the company and the nation.

Roads are also constructed for the purpose of sand and stone operations, wherever
necessary.

d. Supply of Firewood

NRDCL supplies firewood from forest residues such as lops and tops after the
extraction of prime timber. Supply of firewood from NRDCL is not demand based
as it supplies whatever is left behind after the extraction of prime timber.

e. Production and Supply of briquettes

NRDCL manufactures sawdust
briquette as a substitute for fuel
wood in order to: a) reduce the
increasing pressure exerted on
our forest resources by local
demand for fuel wood (for heating
& cooking); and b) to better utilize
waste wood, mainly sawdust from
sawmills. This is a purely non-
profit venture and is a part of the
corporate social responsibility.
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The Shareholders
Natural Resources Development Corporation Ltd.

The Board of Directors has the pleasure of presenting the report on the business
and operations of the company together with the Audited Accounts for the year
ended 31t December 2016.

1.

Operational Report

The product-wise production and disposal report for 2016 vis-a-vis 2015 and 2014
are presented in the table below.

2016
* Particulars Annual Achievement 2015 2014
Target (Quantity)

1 Eg‘;’erpmd“dm" 1,720,000 1,687,091.74| 98.09|1,756,580.49| 1,604,830.02
2 |Timber disposal (cft) | 1,760,000 1,770,200.20| 100.58| 1,954,917.00| 1,871,928.76
3 | Sand production (m?) 342,160 410,107.85| 119.86| 318,443.11 346,130.33
4 |Sand disposal (m?) 364,160 433,799.95| 119.12| 330,132.36| 303,381.42
5 |Stone production (cft) | 2,539,920| 5,429,201.38| 213.75]| 4,079,355.71| 3,208,110.96
6 |Stone disposal (cft) | 3,625,920| 5,447,635.11| 150.24 | 3,008,570.04| 3,218,789.58
7 (S(:f‘t’)“e"h'ps production | 475 409 988,923.69| 101.43 | 1,248,774.79| 2,375,704.14
8 (S;f‘t’)"‘ecr“ps disposal | 4 504 915| 142392095 93.38(1,901,010.39| 1,450,665.95
1.1 Timber:

a. Timber production in 2016 was 1.687 million cft. against the target of
1.720 million cft. and disposal was 1.770 million cft. against the target of
1.760 million cft. As compared to 2015, both production and disposal of

timber have decreased slightly in 2016.

b. Total revenue of Nu. 282.633 million was earned from the sale of timber
in 2016 against the target of Nu. 268.560 million as compared to revenue

earning of Nu. 280.608 million in 2015.
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40,622.93 cft. of rural timber was supplied at subsidized rates to support
rural construction, foregoing revenue of Nu. 1.044 million to NRDCL,
which is a direct contribution to social objectives.

The stock of timber was reduced from 447,577.96 cft. at the beginning of
2016 to 364,152.24 cft. as on 31.12.2016.

In order to facilitate timber supply in demand centres and mobilize timber
from surplus to deficit areas, old unsold timber left in the depots after
two consecutive allotments were transferred to demand centres. Such
timber transfer was done from surplus areas such as Zhonggar and Jakar
Regions to deficit areas such as Thimphu and nearby Dzongkhags.

During the year, a total of 105,846.03 cft. old unsold timber was
transferred to demand areas for sale both in log and sawn form, against
which 90,860.41 cft. was sawn. Sale of 192,068.33 cft. was facilitated
from Jakar Region to customers in Paro, Thimphu, Phuentsholing,
Trashigang, Pema Gatsel, etc, which were outside the cluster area of
Jakar Region, after obtaining special permission of DoFPS.

NRDCL is committed to carrying out environment friendly forest operations
using machineries, which cause minimum damage to the environment
and increasing the efficiency of forest operations by updating/ improving
timber harvesting technology. Towards this, two units of log loaders
were purchased during the year and deployed under Rinpung and Jakar
Regions.

In order to initiate value-addition of non-preferred species of broad-
leaved timber into finished and semi-finished product, NRDCL initiated
the process of establishment of two wood joinery units —one at Ramtokto,
Thimphu and the other at Lingmethang Mongar - for production of
construction components such as door and window frames, flooring and
panels. The establishment of the plants would be completed in 2017.

The company also started retail outlets, beginning at Ramtokto, for sale
of sawn timber for meeting the timber needs of small scale consumers in
addition to the existing institutional, corporate and other consumers.

1.2 Sand

a.

Sand extraction in 2016 was 410,107.85 m® against the target of
342,160m?3 and disposal was 433,799.95 m?® against the target of 364,160
m3, both production and disposal have increased in 2016.

Total revenue of Nu. 69.313 million was earned from sale of sand in
2016 as compared to Nu. 55.002 million in 2015.
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c. Supply of sand from Sha Region, which is the main supply source for
western and central parts of the country, was maintained uninterrupted
throughout the year through sand dredging. As the sources are depleting
with less natural sand deposits occurring annually and reduction in
the number of extraction sites, the company procured and installed
one new sand dredging machine at Wangdue (which is the third one)
to supplement the sand supply. The company plans to procure more
dredging machines over the coming years.

1.3 Stone

a. Stone/boulder extraction in 2016 was 5.429 million cft against the target
of 2.540 million cft and disposal was 5.448 million cft. against the target
of 3.626 million cft.

b. Total revenue of Nu. 15.228 million was earned from sale of stone in
2016 as compared to Nu. 9.854 million in 2015.

1.4 Stone chips

a. Stone chips production in 2016 was 988,923.69 cft against the target of
975,00.00 cft and disposal was 1,423,920.95 cft. against the target of
1,524,915.00 cft.

b. Total revenue of Nu. 30.262 million was earned from the sale of stone
aggregates in 2016 as compared to Nu. 34.394 million in 2015.

c. There is a stock balance of 935,851.96 cft. Efforts are being made to
dispose the stock.

d. Due tothe continued losses incurred and after conducting detailed study,
the operation of the Ngangshing Plant at Pema Gatsel was stopped and
the plant put up for sale. Further, the stone crushing plant at Phubana,
Paro, which was set up for supply of stone chips to The Royal Academy
Construction Project, was also operating on loss and was therefore, sold
to the project. The company is now left with two stone crushing plants
at Bhur in Gelephu and Kencholing in Trashi Yangste, which, despite all
efforts to operate at break-even points, continue to operate on losses.

The Board would also like to present the report on NRDCL’s other important

activities which arise from its social mandates and are of long term significance
as follows:
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Achieve-
ment
(Quantity)

Annual
Target

Glue laminated

1 timber production 150 152.00 101.33 - =
(nos.)

g |ClEUIEE 8397  89.28.00 106.32 64.89 58.85
Creation (Ha.)

g Seediings 500,000 444,328.00 88.87 137,650.00 133,467.00

production (no.)
Seedlings disposal

4 150,352 230,414.00 153.25 - -
(no.)
Woodchips

5  production & 2728 225068 8250  3,032.16  3,900.45
Supply (MT)
Firewood

6 production & 25000 38,184.81 152.74 40491.32 35,088.34
supply (m?)

70 [Brguetie 350,000 233,880.00 66.82 249,000.00 367,460.00
production (kg)

8 (E:(rg']‘;'“e“ed's"osa' 350,000 266,580.00 76.17 270,910.00 316,150.00

g | OEE CRIEIUEEr 9.270 6.270  78.21 18.77 15.32
(km)

g |l Trlses - 40,622.00 - 51,850.04 112,936.15
Supply (cft.)

1.5 Glue laminated timber production

a. The establishment of a plant for production of glue-laminated (glu-lam)
timber at Pangbisa, Paro was completed in the beginning of 2016. The
plant was set up with the objective of introducing, demonstrating and
showcasing the potential use of glu-lam timber in Bhutan.

b. While the plant would primarily be catering to the requirements of the
Royal Academy Construction Project in the initial years, the company
conducted awareness programs to introduceglu-lam timber to potential
customers outside RAP, create awareness,and promote the product.
The awareness programs included showcasing glu-lam timber sample
during the Royal Flower Exhibition held in Paro, distribution of brochures,
sensitization and site visits to the plant.
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C.

152 beams of glu-lam timber were produced during the year for supply to
the Royal Academy Construction Project and as samples for showcasing
the product.

1.6 Plantation and Nursery

a.

89.28 Ha. plantation was carried out against the target of 83.97 Ha in
2016 and 389.06 Ha of plantations were maintained across the country.

444 328.00 nos. of seedlings were raised against the target of 500,000
seedlings and 230,414 nos disposed against the target of 150,000. These
include seedlings which were used for NRDCL’s planned plantations
and plantation maintenance works as well as those supplied to outside
customers.

A total amount of Nu.10.25 million was spent in creation and maintenance
of plantation in 2016.

The Board is also pleased to report that during the year, NRDCL
participated in the Royal Flower Exhibition held at Paro from June 4 to
8, 2016 and the company received acknowledgement and appreciation
certificate from Her Majesty the Queen Mother Ashi Tshering Yangdon
Wangchuck. The company exhibited a recreational garden/park using
naturally and locally available resources and showcased how forest
residues or lops and tops could be used for beautification of the
surroundings, not just as fuel-wood. A 10 meter beam and bridge made
of glue laminated timber was also showcased to promote glu-lam timber.

The company plans to take a lead role among the DHI companies in
greening the environment, promote plantation programsand carry out
compensatory plantations with the support of other DHI companies,
and continue playing its role in supporting the government’s policy of
conserving natural resource and Bhutan remaining carbon neutral.

1.7 Woodchips

A volume of 2,250.68 MT of woodchips was produced and sold against the
target of 2,728 MT in 2016. The target for woodchips is underachieved due
to under supply from Sha and Phuentsholing Regions, where the production
targets of timber were also under achieved.

Revenue of Nu. 8.508 million was earned from the sale of woodchips in 2016
against Nu.12.789 million in 2015.
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1.8 Briquette

233,880.00 kg sawdust briquettes were produced and 266,580.00 kg disposed
against the target of 350,000 kg in 2016.

1.9 Firewood

The firewood target was over achieved, i.e., 38,184.81 m® was supplied
against the target of 25,000 m3. Firewood supply is done based on demand
and subject to availability of lops and tops or forest residue after extraction of
prime timber.

1.10 Road construction
6.270 km of road was constructed against the target of 9.270 km and

approximately Nu. 6.228 million was spent on maintenance. Roads are
constructed to facilitate timber harvesting and gain access to the operation

areas.
2. Financial Report

The highlight of the financial performance of the company in 2016 is presented
below:

Nu in million

1 Share Capital 45.000 45.000 30.000
2 Reserves & Surplus 547.087 535.317 515.129
3 Net worth (1+2) 592.087 580.317 545.129
4  Borrowings (Net) 28.409 35.331 41.389
5 Capital Employed (3+4) 620.496 615.648 586.518
6 Gross Block of Assets 805.165 713.409 734.257
7 Accumulated Depreciation 381.734 340.775 315.696
8 Net Block of Assets (6-7) 423.431 372.634 418.561
9 Working Capital 173.020 194.460 227.814
10 Income from Sales 407.545 394.272 367.532
11 Other Income 24135 35.446 29.068
12 Total Income (10 +11) 431.680 429.719 396.600
13 Expenses 409.791 406.551 388.982
14 Profit before Tax 21.889 23.168 7.618
15 Corporate Income Tax 14.059 7.459 1.772
16 Profit After Tax 7.830 15.709 5.846
17 Dividend - - -
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Net worth

The net worth of the company as on 31.12.2016 has increased by 2.03% i.e. from
Nu.580.317 million in 2015 to Nu.592.087 million in 2016 because of transfer of
undistributed net profit to reserves and surplus.

Assets

The gross block of assets of the company has increased by 12.86% in 2016
i.e. to Nu.805.165 million from Nu. 713.409 million in the previous year, which
is an increase of Nu.91.756 million. This increase is attributed mainly due to
capitalization of glu-lam plant and cable crane, and purchase of log loaders during
the year.

Revenue

The company registered 0.46% increase in its total revenue i.e., by Nu. 3.298
million in 2016 (from Nu. 429.719 million in 2015 to Nu. 431.680 million in 2016).
This increase was mainly due to increase in the sale of sand and stone as
compared to the previous year.

Profit

The Profit After Tax (PAT) in 2016 is Nu.7.830 million as compared to Nu. 15.709
million in 2015.

The profit for the financial year had been affected because of the write off provision
of stock (stone) amounting to Nu.3.691 million, impairment of assets (crushing
plant) amounting to Nu.3.946 million and 10% provision for non-moving raw
materials (stone) amounting to Nu.2.309 million and charging of compensation
paid for termination of stone quarry contract amounting to Nu.6.300 million.

Cash Flow

There is overall cash outflow of Nu. 12.227 million in 2016 which is attributed
to capital investment mainly in logging machineries. There is cash inflow of Nu.
85.193 million from the operating activities.

The company foresees overall cash outflow in the year 2017 because of the
following:

1. Major increase in capital investment on account of purchase of logging
machineries, establishment of joinery units, etc. To meet the fund
requirements, the company plans to avail term loan from financial institutions
in the year 2017.
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2.  Currently, the company has two pending court cases on account of claim
for compensation by contractors due to premature termination of quarry
contracts in the year 2015. As the compensation amount payable to the
contractor is not ascertained, the company has created a contingent liability
amounting to Nu.29.736 million, which is set out in Note-21 (para 5.3) of the
Notes on Financial Statements. If the payment of compensation is finalized
during the year, huge impact on cash flow is expected and the company is
expected to face liquidity constraint.

Expenditure

The total expense for the year 2016 was Nu.409.791 million as compared to Nu.
406.551 million in the previous year, an increase by Nu. 3.240 million or 0.80%.

Transfer to Reserves

The Board of Directors recommends transfer of the undistributed profit after tax to
reserves for the financial year 2016.

Dividend
No dividend was declared for the financial year 2016.

The Board would like to highlight that on the whole, the performance of the
company in 2016 has been commendable.

Apart from the above operational activities, the company initiated and developed
several documents, strategies and manuals for enhancing the efficiency of its
operations and improvement of its systems. Some of these are the five-year
Corporate Strategic Plan, Marketing Strategy, Standard Operating Procedures,
revision of the Service Rules & Regulations among others. A Customer Service
Charter has been developed and implemented in order to have uniform service
delivery standards across the company. Further, the machinery utilization factor
has been determined which would be implemented from the beginning of 2017.
With this performance benchmark put in place, the utilization of the NRDCL
machineries, some of which are very old, is expected to improve, leading to
efficiency in the operations.

Though faced with many challenges and constraints, NRDCL, as in the past, would
continue to work very hard towards fulfilment of its very important mandate and
objective of making our country’s scarce natural resources ‘accessible, available
and affordable’ in the domestic market and contribute to the nation building
process.
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3. Audit Report

The company was audited by R. Subramanian and Co., Chartered Accountants,
Chennai, India. We are pleased to report that the company has complied with
most of the observations of the Auditors on the Corporation’s accounts of the
previous year. As such, for the year 2016 the Auditors have not made any
adverse observations on NRDCL Accounts, except for some suggestions and
recommendations for further improvement.

The Notes to Accounts referred to in the Auditor's Report are self explanatory
and, therefore, does not call for any further comment on the observations under
Section 249 (d) of The Companies Act of Kingdom of Bhutan 2016.

4. Corporate Governance Report

It is the Board’s and company’s continuing endeavour to engage in good
corporate governance practices. Accordingly, the company has complied with the
requirements of the Companies Act of the Kingdom of Bhutan 2016, Corporate
Governance Code of DHI and other statutory requirements.

Board size and composition

The Board of Directors is entrusted with the crucial responsibility of management of
general affairs, strategic direction and performance of NRDCL. To that effect, it has
been vested with the requisite powers, authorities and duties. The management
of NRDCL is headed by the Chief Executive Officer and has functional heads
as its members who look after the management of the day-to-day affairs of the
company.

The NRDCL Board is comprised of six Board Directors, including the Chairman
and the CEO. The size, composition and number of independent Directors were
determined in keeping with the Board Charter — Section 2.2 and 2.3 of the CG
Code. None of the Directors held more than a total of three directorships in other
DHI owned companies. The CEO attends all board meetings, except when the
CEO’s terms and conditions are being evaluated. The CEO reports to the Board
on the operation, management and performance of the company. Other members
of the management team, such as the Head of Finance Division, may also attend
in order to provide the board with financial information. The Board is assisted by a
Company Secretary who is not a member of the Board.
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Composition of the Board and attendance in 2016

No. of No. of
Board | Directorship
meetings on other
attended | DHI owned/
during controlled
2016 companies

Name of Director Category

Secretary, Ministry
Chairman of Information & 5
Communications

Dasho
Karma W. Penjor

Zimponwom,
Office of the 8
Gyalpoi Zimpon

) Independent
Mr.Tashi Non-Executive

Independent Managing Director,

Mr. Karma Jattu Non-Executive Phuensum 6
Builders Pvt. Ltd.
Director,

Mr.Phento Tshering Independent Department of 4

Non-Executive Forest & Park
Services, MoAF

Director,
Department of 5
Agriculture, MoAF

Independent

Ms.Kinlay Tshering o0 "F o cutive

Non-
Mr. Karma Dukpa Independent CEO, NRDCL 7
Executive

The following Directors resigned during the year:

No. of Board
Name of meetings

Director-
ship held Remarks
till

Director Al attended in

2016

Mr.Chencho Director General,
Norbu Department of Forest & 2
(Chairman) Park Services, MoAF

March Completion
2016(AGM) of term

Mr. Tenzin Chief Registrar, Rural 1 March Completion
Namgay Land Division, NLCS 2016(AGM) of term

Mr. Sonam Managing Director, Nima 1 March Completion
Tobgay Dorji  Construction 2016(AGM) of term

Mr. Karma Associate Director, CPD, . .
Galleg DHI 6 August 2016 Resignation
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Eight Board meetings were conducted in 2016, maintaining the quorum
requirements and the gaps between the meetings not exceeding three months in
accordance with the Companies Act 2000/2016 and DHI CG Code.

The dates on which the Board meetings were held are as follows:

January 30, 2016
March 21, 2016
April 06, 2016

May 28, 2016

July 13, 2016
August 17, 2016
November 10, 2016
December 29, 2016

ONoO~WN A

Notices including agenda with the necessary information and reference materials
are sent to Board Directors before the meetings in keeping with the requirements
of the CG Code. Additional meetings are held on shorter notice in the case of
exigencies.

Board Committees and meetings

Three Board Committees have been formed to assist the Board in executing its
responsibilities. The power and responsibilities of each Committee are established
in the applicable Committee Charter, which is approved by the Board. The
Committee Charter outlines the terms and responsibilities of the committee. Board
committees do not have a legal standing or a distinction from the Board itself, and
works only to make recommendations to support board decision-making.

The Board committees are:

1. Board Audit Committee: Its primary function is to provide oversight of
the financial reporting process, the audit process, the system of internal
controls and compliance with laws and regulations.

The Board Audit Committee is comprised of three independent non-executive
Directors as members and four meetings were held in 2016.

2. Board Executive Committee: Its primary responsibility is to review and make
recommendations to the Board on issues related to policies, procedures,
systems and the company’s budget and business plans. It also functions as
the HR and procurement committee of the Board.

The Board Executive Committee is comprised of three Directors as members
and five meetings were held in 2016.
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3. Nomination and Governance Committee: The NGC for the selection of CEO
is carried out by the full Board with board member representatives from the
DHI board. The NGC is set up as and when required and follows procedures
as streamlined within the DHI Guideline for Selection and Appointment of
CEOs in DHI Owned Companies.

Three NGC meetings were conducted in 2016 for the selection of the CEO.
General Meetings

The Annual General Meeting was held on 25 March 2016. No Extraordinary
General Meeting was convened during the year.

Board Remuneration

Each board member receives fees and reimbursement for reasonable costs
related to their participation in board meetings and board committee meetings.
Details of financial remunerations paid to Directors are set out in Note - 21 (para
12b) of Notes on Financial Statements.

5. Corporate Social Responsibility
a. Rural timber supply

The corporation continues to supply timber (rural) at subsidized rates
to general public in rural areas to support rural construction, foregoing
substantial revenue. In 2016, 40,622.93 cft. of rural timber was supplied,
with the company foregoing revenue of Nu.1.044 million. This is a direct
contribution to social objectives by NRDCL.

b. Firewood supply

The company continues to supply firewood to the cremation ground in
Thimphu free of cost through the People’s Project as a contribution to
social welfare. During the year, 496 m? (62 truckloads) of firewood worth
Nu.425,958.60 was supplied.

c. Briquette production and marketing

One very important activity that the company continues to carry out as
part of its corporate social responsibility is the production and supply of
sawdust briquettes from its plant at Ramtokto, Thimphu. Purely a non-profit
venture, sawdust briquettes are produced as a substitute for fuel wood in
order to: a) reduce the increasing pressure on our forest resources exerted
by local demand for fuel wood (for heating & cooking); and b) to utilize
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sawdust (waste wood) from sawmills. In 2016, 233,880 kg of briquette was
produced and 266,580 kg sold.

d. Donations

In 2016, the company made donations amounting to a total of Nu. 250,000
for various social, religious and welfare purposes.

e. Construction and maintenance of forest roads

Many of the forest roads constructed by NRDCL for timber extraction in
different regions are also planned to benefit the local communities, with
positive socio-economic impacts to the communities concerned. Such
roads are maintained by NRDCL even after completion of the operations.

A bailey bridge was constructed at Rodungla in Tang, Bumthang at a cost
of Nu. 11.396 million during the year. This bridge, while facilitating timber
transportation, will greatly benefit the local community.

6. Environment Protection and Promotion Activities

NRDCL complies with all the requirements of the environmental rules and
regulations of the RGoB in carrying out its operations. Further, every effort is
made to protect the environment and minimize impact of NRDCL operations
on the natural environment and health of the ecosystem. Some of the activities
that NRDCL carries out towards this are:

a. Use of environment-friendly technology and processes in its operations
such as mechanized logging operations, environment friendly road
constructions, etc.

b. In keeping with the constitutional requirement to maintain 60% of the areas
under forest cover for all times to come and managing the natural resources
on a sustainable basis, NRDCL has been investing in afforestation and
reforestation activities. In 2016, Nu.10.215 million was spent in such
activities.

c. To maintain the general health and hygiene of the forests, NRDCL carries
out sanitation/salvage operations as and when required. In 2016, timber
salvage operations were carried out in fire-burnt areas in and around
Thimphu.

d. River protection and mitigation works are carried out wherever required. In
2016, the company carried out flood mitigation works along the Amochu river
in Phuntsholing in collaboration with the Dungkhag and Thromde authorities.
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A total of 760 m?® sand with the monetary value of Nu.287,310 was used to
create an emergency river protection wall. Similarly, flood mitigation works
were also carried out in Paitheykhola in Gelephu in collaboration with the
Thromde and Dzongkhag where NRDCL’s contribution was through the
engagement of excavator (hired) worth Nu. 170,000.

7. Customer Service

The Customer Satisfaction Index (CSI) for 2016 is 3.44 as per the Customer
Satisfaction Survey Report.

Towards improving customer service and defining service delivery standards
for the company, Customer Service Charter was developed and implemented.
Additionally, Standard Operating Procedures for all products and services was
also developed in order to improve service delivery and efficiency.

8. Human Resource Development and Management

NRDCL has a total of 314 employees (282 regular, 4 contract and 28 ESP)
managing operations in its six Regional Offices covering the whole country.

Working towards building the human resource capacity of the company, around
107 employees at various levels were trained in different fields of requirements,
such as nursery and plantation management, inventory management, customer
service management, performance management, accounting and financial
management , and so on. Four employees are undergoing long-term study — three
doing masters program in business administration and one bachelor degree in
forestry. An amount of Nu.4.164 million was spent towards HR development and
training during the year.

9. Acknowledgement

The Board of Directors would like to express deep appreciation and sincere
gratitude to the Royal Government, Druk Holding & Investments (DHI), Department
of Forests & Park Services (DoFPS), Department of Geology & Mines (DGM),
National Environment Commission, National Land Commission Secretariat,
Royal Academy Project, Dzongkhag administrations & local governments, rural
communities and other concerned government and private agencies for their
guidance, continued cooperation and support, feedback and encouragement
which have been valuable for directing the course of the Company affairs and
achievement of its various goals and objectives.
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The Board would also like to extend appreciation for the leadership and guidance
provided by the Chairman, DHI to the company towards fulfilling its very important
mandates of making natural resources affordable, available and accessible.

Furthermore, the Board would also like to acknowledge the hard work and efforts
of the management team and employees of NRDCL and thank them for their
unfailing dedication and commitment towards achievement of the Company’s
vision, goals and objectives.

TASHI DELEK

For and on behalf of the Board.

(Kariha W{ Penjor)
Chaifman
NRDCL
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INDEPENDENT AUDITORS' REPORT ON THE FINANCIAL STATEMENTS

TO THE MEMBERS OF
M/S. NATURAL RESOURCES DEVELOPMENT CORPORATION LTD,,
THIMPHU, BHUTAN

Report on the Audit of the Standalone Financial Statements
1.Qualified Opinion

1.1 We have agdited the accompanying Standalone financial statements of M/S.
Natural Resources Development Corporation Lid Thimphu,(“the company™)
which comprise the Statement of financial position as at 31st December 2016, the
statement of comprebensive income, statement of changes no equity and
statement of cash fows for the year then ended, and notes to the Standalone
financial statements, including a - summary of significant accounting policies and
other explanatory information.

1.2In our opinion, and to the best of our information and according to the
explanations given to us, except for the effects of the matter described in the Basis
for Qualified Opinion section of our report, the accompanying standalone
financial stalements present fairly, in all material aspects the financial position of
the Campany as al December 31, 2016, and its financial performanice and its cash
flows for the vear then ended m accordance with Bhutanese Accounting
Standards.

2 Basts for Qualified Opinion
2.1 Balance confirmations: for certain receivables, creditors, advances and payables

were not obtained, the probable effect of which on the profit for the year, retained
carnings and Assels/ labilities is not ascertainable.

22 During the year 2015, the company has suspended the operation of thrée stone
Cuary contracts on account of commercial inexpediencies. The quarry contractors
have sued the company for premature termination of their contract, The suits
filed by two of the contractors are now pending in Royal Court of Justice,
Thimphu. The company has estimated the compensation at Nu. 29,736,486 to the
comtractors bul has nol provided for the same in the books of accounts.
Consequently, the profit for the year, relained eamings as at 31/12 /2016 45
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overstated to an extent of the said amount, with a consequential understatement
of the liability as at 31/12/2016.

2.3 We conducted our audit in accordance with International Standards on Auditing
(I5As). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Standalone Financial Statements section
of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountunts (IESBA Code) together with the ethical requirements that
are relevant to our audit of the Standalone financial statements and we have
fulfilled our other ethical responsibilities in accordance with these requirements
and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

3. Key Audit Matters

3.1 Key audit matters are those matters that, in our professional judgment, were of
most significance in our audit of the financial statements of the current period.
These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, we do not provide a
separate opinion on these matters. In addition to the matter described in the Basis
for Qualified Opinion section we have determined the matters described below to
be the key audit matters to be communicated in our report.

3.2 During the year the company has identified and written off the unusable
components of discontinued stone crushing plants to an extent of Nu. 3,946,224,

3.3 During the year the company has assessed and considered impairment provision
in respect of stone crushing plant located at Ngangshing, Zhonggar region
aggregating to Nu. 2,922,733

3.4 During the year the company has identified and fully written off the stock
valuing Nu. 3,690,575 lost due to natural calamities that occurred during the year
2015.

3.5 Taking into consideration the slow movement of certain Raw materials held at
stone crushing plant, the company during the year under review provided
diminution towards such inventories aggregating to Nu. 2,309,180,

3.6 The company during the year 2015 paid compensation of Nu.10.50 Million to

year it was decided by the company to treat the expenses as defepfGyl
expenditure and written it off over a period of five years comme
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However, during the year entire unamortised amount of Nu,#84 Million is
written off to the Statement of Comprehensive income.

4. Responsibilities of Management and Those Charged with Governance for the
Standalone Financial Statements

41 The Company’s Management is responsible for the preparation and fair
presentation of the standalone financial statements in accordance with the Bhutanese
Accounting Standards and provisions of the Companies Act of Bhutan, 2016 (“the
Act”). This responsibility also includes the design, implementation and maintenance
of internal controls relevant to the preparation and fair presentation of the
standalone financial statements that are free from material misstatements, whether
due to fraud or error.

4.2 In preparing the standalone financial statements, management is responsible for
assessing the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so,

4.3 Those charged with governance are responsible for overseeing the Company’s
financial reporting process.

5. Auditor's Responsibilities for the Audit of the Standalone Financial Statements

5.1 Our objectives are to obtain reasonable assurance about whether the Standalone
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these standalone financial
statements.

5.2 As part of an audit in accordance with ISAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

521 Identify and assess the risks of material misstatement of the standalone
financial statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and
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fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal contral.

5.2.2 Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal
control.

523 Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

5.2.4 Conclude on the appropriateness of management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the standalone financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

5.2.5 Evaluate the overall presentation, structure and content of the standalone
financial statements, including the disclosures, and whether the standalone financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

5.2.6 We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit. We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the standalone financial
statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

6. Report on Other Legal and Regulatory Requirements
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6.1 As required by Section 255 (e) of the Companies Act of Bhutan 2016(Erstwhile
Section 75of the Companies Act of Kingdom of Bhutan 2000) read with Section [1
of Schedule XIV (Of the 2000 Act) thereto (the Minimum Audit Examination and
Reporting Requirements), we enclose in the Annexure “A” a statement on the
matters specified therein to the extent applicable to the company.

6.2 Further to our comments in the Annexure “A” referred to above, as required
under Section 265 of the Companies Act of Bhutan 2016 (Erstwhile Section 74 (3)
of the Companies Act of Kingdom of Bhutan 2000), we report that:-

6.21 We have obtained all the information and explanation, which to the best of
our knowledge and belief were necessary for the purpose of our audit.

6.2.2  In our opinion proper books of accounts as required by law have been kept by
the company so far as appears from our examination of those books, and
proper information adequate for the purpose of our audit have been received
from the branches not visited by us.

6.23 The Statement of Financial Position, the Statement of Comprehensive Income,
the Statement of Cash Flow and the Statement of Changes in Equity dealt
with by this report have been prepared in accordance with the accounting
principles generally accepted and are in agreement with the books of account.

624 In our opinion, the Statement of Financial Position, the Statement of
Comprehensive Income, the Statement of Cash Flow and the Statement of
Changes in Equity comply with the Bhutanese Accounting Standards
excepting BAS 37 on Provisions in respect of matters discussed under basis
for qualified opinion and the provisions of Companies Act of Bhutan
2016/ Companies Act of Kingdom of Bhutan 2000.

The engagement partner on the audit resulting in this independent auditors report
is R.Prakash

For R SUBRAMANIAN AND COMPANYLLP
Chartered Accountants

Date:7t April 2017
Place: Chennai
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REPORT ON MINUMUM AUDIT EXAMINATION & REPORTING
REQUIREMENTS

(ANNEXURE “A" - Referred to in paragraph 6.1 of Independent Aunditors’ Report of
even date on the accounts of M/S. NATURAL RESOURCES DEVELOPMENT
CORPORATION LTD for the period ended December 31, 2016)

1. The Company has a system for maintaining proper records showing full
particulars including quantitative details and situation of fixed assets. Physical
verification of the fixed assets has been conducted at the Regional level and no
material discrepancies were noticed on perusal of such verification reports made
available to us.

2. None of the fixed assets were revalued during the current period.

3. The stocks of Timber, Sand and Stone has been physically verified by the
management during the year as also the stock of stores and spare parts except
the stores and spares at Regional offices.

4. Based on information and explanations provided to us, the procedures of
Physical verification of stock of timber, sand and stone followed by the
management are reasonable and adequate in relation to the size of the
Corporation and the nature of its business.

5. The physical stock of timber, sand and stone is considered for stock valuation
and has been reflected in the accounts. The discrepancies noted between physical
and book stock of those items is material and sums aggregating to Nu.3690575 is
written off in the books of the company

6. The valuation of stock is fair and proper in accordance with the normally
accepted accounting principles and is on a basis consistent with the previous
vear. However there are certain Raw materials for Stone crushing which are slow
moving aggregate to 23.09 Million. Taking into consideration the slow moving of
the materials the company has provided Nu,2.31 Million towards any possible
diminution in the value of such inventories.

7. Based on the information provided to us, the company has not availed any loans,
secured or unsecured, from companies firms or other parties from
companies under the same management. :
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8. Based on the information provided to us, the company has not granted any
loans, secured or unsecured, to companies firms or other parties and /or from
companies under the same management,

9. Based on the information provides to us, the company did not have any loans or
advances, the terms of which are prejudicial to the interests of the company.

10. On the basis of examination of the records and information made available to us,
the advances given to suppliers are followed up periodically and the amounts
are generally adjusted as and when the transactions are completed.

11. According to the information and explanation given to us, the loans/advances
granted to officers/staff are in keeping with the provisions of service rules and
no excessive, frequent advances are granted and accumulation of large advances
against a particular individual is avoided.

12. In our opinion and according to the information and explanation provided to us,
the Company has established the system of internal control to ensure
completeness, accuracy and reliability of accounting records carrying out the
business in an orderly and efficient manner, to safeguard the assets of the
company as well as to ensure adherence to the rules and regulation systems and
procedures. However, the internal control system need to be further
strengthened in the area of management of stores, advances to be given to the
contractors in proportion of work done, adjustment of the advances paid to the
suppliers & contractors at the time of finalization of their bill, in order to
commensurate with the size of the Company and the nature of business.

13. The Company follows a system of competitive bidding commensurate with the
size of the company and the nature of its business for the purchase of goods and
services.

14. Based on the information and explanation made available to us, the Company
had not entered into any irregular transaction for purchase of goods and service
with the directors or any other parties related to the directors or with companies
or firm in which the directors are interested. Further, the records verified by us
in this regard did not reveal any transaction in which Directors are interested.

15. As per the information and explanation made available to us there was no
unserviceable or damaged stores, raw materials or finished goods which requires

Million tnwards slow moving raw materials.
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16. There is a reasonable system of ascertaining and identifying point of occurrence
of breakage/damages raw materials, packaging materials and finished products
i.e. while in transit, during processing, during loading/ unloading, in storage
and during handling etc. so that responsibility could be fixed and compensation
sought from those responsible.

17. In our epinion and according to the information and explanations given to us,
reasonable records have been maintained by the company for the production of
finished goods and adequate physical safeguards exist to prevent un-authorized
or irregular movement of such goods from the company.

18. Based on our verification, the company is maintaining reasonable records for
sales and disposal of realizable by-products and scraps where applicable.

19. The Company is generally regular in depositing rates and taxes, duties, royalties,
provident fund and other statutory dues with appropriate authorities except in
the Jakkar region where delays were observed in deposit of TDS dues with an
amount of Nu. 0.47 million of TDS was outstanding to be deposited as at 31
December 2016.

The provision for corporate tax for the year is adequate and necessary
adjustments have been made to compute the amount of tax required under the
Income Tax Act of the Kingdom of Bhutan 2001.

20. On the basis of our checks, we are of the opinion that undisputed amounts
payable in respect of rates taxes, duties, royalties, provident fund and other
statutory deductions were not generally outstanding on the last day of financial
period which were outstanding beyond their due date except for Nu. 0.47 million
outstanding in Jakkar Region with regard to TDS liabilities for the year.

21. As per information and explanation given to us and as per the test check
conducted by us, personal expenses except under contractual obligation were not
charged to the company’s accounts.

22. The company has a reasonable system for recording receipts, issues and
consumption of materials and stores and allocating materials consumed to the
respective jobs, commensurate with its size and nature of its business.
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23. Based on the information provided to us, quantitative reconciliation is carried
out at the end of accounting year in respect of all major items of inventories i.e.
finished goods and raw materials.

24. During the year, the company has written off Nu.3690575 being stock lost due to
natural  calamity. However necessary approval from Board of
Directors/appropriate authority is yet to be obtained by the company.

25. There is a reasonable system of authorization at proper levels, and an adequate
system of internal control commensurate with the size of the company and
nature of its business, on issue of stores and allocation of materials and labour to
jobs.

26. There is a reasonable system of price fixation, taking into account the cost of
production and market condition.

27. The company does not have a documented credit sales policy.

28. The Company has no commission agents in connection with sales made by them.

29. The system for continuous follow-up with debtors and other parties need to be
adequately strengthened for recovery of outstanding amounts,

30. The management of liquid resources particularly in respect cash, bank and short
term deposits are generally adequate. However certain suggestions are given in
our Management report which the company may consider for optimum
utilisation of funds.

31. As explained to us the activities carried out by the company are lawful and as
per the Articles of Incorporation of the Company.

32. Activities / Investment decisions are made subject to prior approval of the
Board.

33. The Company has established an effective budgetary control system.

34. The details of remuneration to the Managing Director and Board Director have
been disclosed in Para 15 of the Notes to Accounts in Note 21,
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35. We have not come across any case where the directives of the board have not
been complied with.

36. On the basis of information and explanation given to us, we are of the opinion
that the officials of the company have not transmitted any price sensitive
information which are not made publicly available, unauthorized to their
relatives / friends / associates or closed persons which would directly or
indirectly benefit themselves.

Comypterized Accounting Environment

1. The organisational and system development controls and other intern
controls are adequate relative to size and nature of computer installations.

2. According to the information and explanation given to us, the Company has
adequate safeguard measures of its data and back up facilities.

3. As regards back up facilities and disaster recovery measures, as per the
information and explanation provided to us, the back-up files are taken and
stored in different locations for the respective Regions as well as a backup is
stored in main server at the company’s Registered Office,

4. The operational controls are found to be improved to ensure correctness and
validity of input data and output information,

5. As explained to us, measures taken by the Company to prevent unauthorized
access over the computer installation and files are generally adequate.

Compliance of Companies Act

The company being a "Public Company” has complied with the reguirements of
Companies Act of the Kingdom of Bhutan 2000/Companies Act of Bhutan 2016
subject to followings significant violation:-

# Authorized Capital of the Company as mentioned in the Articles of
Incorporation is Nu 50,000,000 consisting of 500,000 equity shares of Nu
100 each. The Company has issued shares certificate for 450,000 shares of
Nu. 100 each in favour of Druk Holding & Investments, who are the only
shareholders, in the form prescribed in Schedule VI of the Companies Act
of the Kingdom of Bhutan 2000. However as per Section 24 of the said Act,
a public company shall not issue any share certificate except a Global
Share certificate representing all outstanding shares and to dg

Exchange.
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We enclose in the Annexure ‘B’ replies to the questionnaire issued by the Royal
Audit Authority.

General

1. Going concern Problen:

The company has been earning profit consistently over the years. As per the
Management representation, the activities of the company have expanded over
the last few yew years with nationalization of extraction and supply of sand
under the purview of the company. In addition to the above, the company has
turther expanded its activities by establishing stone crushing units across the
country. In view of the above, we do not have any reasons to believe that this
company is likely to become sick in near future. Accordingly the financial
statements have been prepared under the going concern basis

2 Ratio Analysis

Financial and Operational Ratio Analysis in respect of the Company are given in
“Annexure C".

3. ADHERENCE TO LAWS, RULES AND REGULATIONS:

The audit of the Company is governed by the Companies Act of Kingdom of Bhutan,
2000/ Companies Act of Bhutan 2016 and the scope of audit is limited to examination
and review of the financial statements, as produced to us by the management. In the
course of audit, we have considered the compliance of provisions of the said
Companies act and its articles of association relevant to the financial statements and
we are unable to state whether the company has been complying with applicable
laws (other than the Companies Act), rules and regulation, systems, procedures and
practices.

For R. Subramanian and Company LLP
Chartered Accountants

Place : Chennai

Dated : 7' April, 2017
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED
Statement of Financial Position as at 31 December 2016

Item Note | Yearended 31 December
31.12.2016 31,12.2015
Assals
Noncurrent Assats
Property, plant and equipment 1 423,302,154 372,420,561
Intangible assats 2 128,605 213.242
Capital work-in-progress 3 13,999,947 37442121
Other noncurrant assets 4 3,841,712 4,077 482
Net Ratirement Banefit Assels-Graluity 4 8,327,193 1,972,505
Total Noncurrent Asset 449,509,611 416,125,911
Current Assets
Other current assels 4 23,278,201 34,414,080
Cash and Bank Balancas 5 54,393,918 66,311,505
Trade and olher receivables 8 70,830,457 44,043 562
Invantories 7 96,342,275 129,728,508
Total Current 244,844,851 274,497,665
Total Assets 6594 462 690,623,577
Equity and Liabilities
Equity
Share Capital SOCE 45,000,000 45,000,000
Retained eamings SOCE 284,112,594 273,908,407
Statutory and other restricted reserves SOCE 38,737,836 39,737,836
Other reserves SOCE 223 236,492 221,670,403
Total equity attributable to the owners of the parent 592,086,922 580,316,646
Noncanirglling interest - -
Total equity 592,086,022 580,316,646
Liabilities
Noncurrent liabilities
Mencurment borrewings BA 20,760,223 28,558,492
Grants 8B 5,152,460 -
Provision for Employee Benefits 9 4,618,520 1,710,350
Total Noncurrent liabitities 30,532,203 30,268,842
Current Liabilities
Trade and other payables 10 36,184,025 38,223,070
Current Portion of Grant 8B 1,050,000 .
Other current liabilities 12 23,419,978 32,038,252
Prevision for Employee Benefits 9 2,512,940 5,632,290
Provision for Corporate Income Tax 11 8,658,396 4,144 477
Total Current liabilities 71,825,338 80,038,089 |
Total liabilities 102,357,541 110,306,931 |
Total liabilities and equity 694,444,462 690,623,577
Accounling Policies 20
Notes to Accounts 2

Schedules referred to above form an
integral part of the Accounts

In tarms of our attached report of even dated
For R. Subramanian and Company LLP
Chartered Accountants

FRN: 0041375 / S200041

oD,
1< adue—
(R Prakash) CHAIRMAN
. Partner
Membership No. 205869
Chenpai
Dated - The 07 day of ksl 2017

On behalf of the Board
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

Stat tof prehensive income for the period ended 31 December 2016
Item Note Year ended 31 D
31.12.2016 31.12.2015

Centinuing operations

Revenus 13 431,680,036 429,718,808
Total revenue 431,680,036 429,718,806
Cost of Sales 14 338,095,004 332,883,605
Gross Profit 93,585,032 96,835,201
Operating Expenses:

Selling & Marketing Expenses 15 6,128,038 4,982,165
Administrative Expansas 16 60,335,259 68,684,878
Impairment of Non-current Assels 1 2922733 -
Provisian for Slow moving stock 2,309,180 -
Total Cperating expenses 71,665,209 73,667,043
Operating profit (loss) 21,889,823 23,168,158
Profit (loss) before income tax 21,860,823 23,168,158
Income tax exp 17 14,058,377 7.458.777
Profit {loss) for the year from continuing operations 7,830,446 15,709,381
(Profit) loss for the year from di tinued operati

Profit {loss) for the year 7,830,445 15,708,381
Profit attributable to:

Cwners of the parent 7,830,446 15,709,381
Mon-controlling inlerests - -

7,830,446 15,709,381

|Earnings per share attributable to owners of the parent:

Basic earnings per share

From continuing operations 17.40 34.91

iFrom discontinued operations . -
From profit for the year 17.40 34.91

Diluted earnings per share

From continuing operalions 17.40 34.91

From discontinued op - -

From profit for the year 17.40 34.91

Statement of Other comprehensive income

Prafit (loss) for the year from continuing operations 7,830,446 15,709,381

Acturial gain(losses) on defined benefit plans 3,939,830 4,478,630

Total comprehensive income for the year 11,770,278 20,188,011

Total prehensive i attributable to:

Owners of the parent 11,770,276 20,188,011

Non-controlling i i - -
11,770,276 20,188,011

Total compret ive i attributable to s of the parent arises from:

Continuing operations 11,770,276 20,188,011

Discontinued operstions - -
11,770,276 20,168,011

Accounting Palicles 20

Notas to Accounts 21

Schedules referred to above form an

integral part of the Accounts

In terms of our attached report of even dated

FerR. S ian and Company LLP On behalf of the Board

Charered Accountants
FRN: 00413757 5200041

Q
! \.l')(_i!_
(R. Prakakh)
Partner
Membership No. 205869
Chen

. i
Dated : The ""‘aw of (Yl 2
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED
Statemant of changes In equity for the period snded 31 Dacembar 2016

A, equity Sharo Capltal

Amaount in Nu.
| Particulars Mo.of Shares |  Parvalye | TOtal Issued and
[Re a1 T8t January 2016 300,000 100
‘;Sﬂarashmbmmnh yuar 150,000 100
|As at 318t December 2018 450,000 100
|Changes in Equity during 2018 - .
|As at 3st Decomber 2016 450,000 100
B. Other Equity
r - Attributable to the cwnars of the Parent Nemin
Reserves and Surplus Cther Reserves
| Particulars G Retained | Ravaluath Capial | Tots | Coelrolag | Total Equity
| Resorves | Eamings Reserves Resorves
A |Balance as at 18t January 2018 103,358,612 266,862,272 115,170,015 | 39,737,836 | 515,128,636 - 515,128,615
Profit for the year - 15,708,381 - - 15,709,381 - 16,709,381
| Other Comprahensive Incoma . 4,476,630 . : 4478630 . 4,478,830
Transfer o Genersl Reserves 3,141,878 (3.141,876) - - - - -
Tax Fald retating to earier years - - - - - E =
|_B _|Total Comprehensive income 108,500,388 273,508,407 115,170,016 | 39,737,836 | 635,316,646 . 635,316,646 |
| Dividends paid - - - - - - =
|
Procoeds from Shares issued - - - - - - 2
IC Total Contributions by and . . .
Distributions to Cwners = N B N
[ Total transactions Nen-
| O |Controlling interests directly - . - - - a -
nised in Equl
E |Balance as at 31sl December 2018 106,500,388 273,808 407 115,170,015 | 29,737,836 | 535316646 - 535,316,646
A+B+C+D)
A |Balance as at 1 January 2016 106,600,388 273,508,407 115,170,016 | 39,737,836 | 636,316,646 . 535,316,646
Profit for the year 7830448 7830445 7,830,445
R benefit oblig Retal
| Eaming 3,939,830 3,939,830 3,939,800
Translers to reserves 1,568,080 (1,666,089} - -
3 Total comprehensive income for the
year 108,066,477 284,112,604 115,170,016 | 39,737,836 | 647 822 - 547,086,922
Cividends paid - - - - B - .
Procesds from Shares issusd - - - - . =
c Total Contributions by and
Distributions to Owners 2 ) . - . ) )
!Toul transactions with Non-
C  |Controlling Interests directly - - - - . . -
recegnised in Equity
E |Balance as st 318t December 2016 108,086 477 284,112,694 115,170,015 | 39,737,836 | 547,086,922 - 547,088,922
_{A+B+C+D)
Number of shares autherised for sach class of sharos:
< \ Azt D b
A
ulhorises share capital 2016 2018
Number of crdinary shares of face value
Nu, 100 each 500,000 500,000

In terms of our attached report of even dated

Fot B Subramanian and Company LLP On
Chartered Accountants

FAN: 0041375 / 5200041

— D
3¢ Wore e,

(R. Prakash) CHRIRMAN
Partner

Membarship No. 205866
Chunn1_
Oated” The | [day of §TPw Q2017
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED
Peried covered: 31 December 2016
Statemenl of Cash Flows

Particulars Note Year ended 31D ber
31.12.2016 31.12.2015
Cash flows from operating activities
Prafit before income tax 21,888,823 23,168,158
Adjustments for:
- Depreciation and amartisation 1&2 55,494,832 50,012,667
- Provision for Impairment of Noncurrent Assels 1 2922733 -
- (Profit) loss on disposal of property, plant and equipment 14 1,678,937 (4,314,540)
- Changes in Inventories 7 33,386,233 22,409,803
- Changes in Trade and other receivables 4586 (15,415,235) (24,383,305)
- Actunial gain{losses) on defined benefil plans SOCE 3,939,830 4,478,830
- Changes in Trade and other payables 81012 (7.837,345) 1,721,758
- Release of Grant received to SCI 8B (797 ,540) -
- Liabilities no more required written back 13 (3.030,155) (12.883.180)
- Fixed assets written off 14 3,846,224 -
Cash generated from operations 96,178,337 60,200,012
Interest paid 19 3,912,680 4,777,710
Interest received 19 (5,352,108) (3,153,182)
Incoms tax paid (9.545,458) (862.485)
Net cash flows from operating activities 85,193,461 60,862,055
Cash flows from Investing activities
Purchase of property, plant and equipment 1 (118,387,731) (31,353,112)
Purchase of intangible assels 2 (84,000) -
Purchase of capital WIP 3 23,442,174 (25,741 807)
Receipt of Grant for Glulam Project 8B 7,000,000 -
Proceeds from sale of property, plant and equipment 18 3,632,049 31,582,261
Net Retirement Benefit Assets B (6,354,688) (7.902.405)
Increase in Fixed Deposit 5 (308,595) (5.000,000)
Interest Received 19 5,352,108 3,153,182 |
Net cash used in Investing activities (85,708,684) (35,261,881)
Cash flows from financing activities
interest Paid 19 (3,912,690) (4,777,710)
Long Term Borrowings repaid 8 (7.798,268) (6,057,327)
issue of Share Capital SOCE - 15,000,000
|\ Dividends paid to owners of the parent - >
Net cash used in financing activities {11,710,959) 4,164,962
Net Increase or (decrease) in cash and cash equivalents (12,227,182) 29,765,137
Cash and cash equivalents at beginning of year 61,311,505 31,546,368
Cash and cash equivalents at end of the year 5 49,084,323 61,311,505
In terms of our attached report of even dated
For R Subramanian and Company LLP On behalf of the Board

Chartered Accountants
FRN: 0041375 / 200041

0
I Gouas
(R Prakash) Cl
Partner
Membership No. 205888
Chennai ’
Dated : The 'fﬁaay of A8 20
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

'Itams Year End
| 31.12.2016 31.12.2015
| NOTE-4
Non Current
Security Deposit to Others 3,841,712 4,077,482
Net Retirement Benefit Assets 8,327,183 1,972,505
Total Non Current 12,168,905 6,049,987
Other Current Assets
Advance to Staff 2,460,490 2,436,885
Advance to Contractors 12,503,732 11,414,887
Advance to Suppliers 1,315,547 9,205,107
Advance to Others 3,698,391.90 456,055
Deferred Revenue Expenditure 912,933 9,213,867
FA to Unit Manager 404,201 204,230
Prepaid expenses 915,260 833,883
Security Deposit to others 088,447 649,177
GFPMOQ Cost 79,200 -
Total Current 23,278,201 34,414,090
Total Other Assets 35,447,106 40,464,077
NOTE-5
Cash and Bank Balances
Cash in hand 2,492,546.81 701,922
Bank Balances
Local Banks-Others 8,087,852 18,302,600
Balances with BOBL 37,603,924 42,306,983
Cash & Cash Equivalents 49,084,323 61,311,505
Short Term Bank Deposit
Term Deposit with BDBL 5,308,595 5,000,000
54,393,918 66,311,505
NOTE-6
Trade 1
Sundry Debtors 70,732,121 43,938,494
Int./Income accured on FD 98,337 105,068
70,830,457 44,043,562
NOTE-7
Inventories
Stock of Timber 44,376,479 52,682,648
Stock of Briquette 19,080 217,980
Stock of Sand 2,640,908 9,235,497
Stock of Stone 836,403 4,689,090
Stock of Stone Chip 13,443,163 21,771,649
Stock of Firewood 158,227 358,000
Stock of Rawmaterial for Stone chips 24,647 603 30,339,831
Stock of Rawmaterial for Briquette Unit 210,753 21,075
Stock of store/spare parts 15,051,306 13,174,600
Provision for Slow moving stock (5,041,649) (2,761,862)
96,342,275 | A 129,728,508
A/ ‘@( AND c-ar‘?

i /!
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

Items Year End
31.12.2016 31.12.2015
NOTE-8
Noncurrent Liabilities
A) Finan iabilities
-Noncurrent Maturities of Long term Borrowings 20,760,223 28,558,492
B) Grants
Balance as at 1st january 2016 - -
Received during the year 7,000,000 -
Released to the statement of comprehensive income 797,540 -
Balance as at 31st December 2016 6,202,460 -
26,962,683 28,558,492
Current Portion of Grant 1,050,000 -
Noncurrent Portion of Grant 5,152,460 -
NOTE-9
Provision for Employee Benefits
Provision for Leave Encashment 7,132,460 7,342,640
7,132,460 7,342,640
Current 2,512,940 5,632,290
Noncurrent 4,619,520 1,710,350
NOTE-10
Trade and other Payables
Trade Payables 21,839,747 30,737,493
Other payables 6,022,858 598,003
Royalty payable 8,321,420 6,887,575
36,184,025 38,223,070
NOTE-11
Current income tax liabilities
Provision for Corporate tax 8,658,396 4,144,477
8,658,396 4,144,477
NOTE-12
Other current liabilities
Current Maturities of Long term Borrowings 7,648,605 6,772,684
Advance from Customers 10,063,853 19,156,064
TDS on Contractors payable 74,823 228,546
Health Contribution 254 866
GPF Employee's share 1,788 168
TDS from Salary 3,362 1,804
Staff Welfare Fund ' 2,275 2,275
Security deposit 3,528,661 2,854,689
Earnest Money Deposit 620,984 750,374
Rentention Money 1,278,070 2,021,882
Other Receipts & payments 199,303 208,900
23,419,978 32,038,252

b.

X s
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

Items Year End
31.12.2016 31.12.2015
NOTE-13
Revenue
Sale of Timber and By-products 292,741,819 295,022,953
Sales Sand 69,312,734 55,001,579
Sales Stone 16,227,720 9,854,042
Sales Stone Chips 30,262,312 34,393,787
407,544,584 394,272,361
Other income
Hire charge 7,450,728 8,943,096
Other Misc. Income 7,149,305 3,865,112
Toll Fee 450,400 656,260
Profit from sale of Fixed Assets - 4,314,540
Liabilities no more required written back 3,030,155 12,893,160
Audit recovery 134,231 86,833
Sale of firewood 252,461 1,194,044
Sale fencing post & poles 217,727 235,149
Interest on Fixed deposit 4,788,341 2,469,109
Interest on others 662,104 789,142
24,135,452 35,446,445
431,680,036 429,718,806

/&/.

)
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

Items Year End
31.12.2016 31.12.2015

N 14

Cost of Sales

Reforestation Expenses

Nursery Expenses 389,407 371,113
Creation of Plantation 4,037,147 3,548,619
Plantation maintenance 2,931,764 2,502,705
Mursery creation 2,858,285 689,502
Personnal cost

Salary & wages 61,546,962 58,461,672
Bonus 3,845,868 5,805,982
PBVA 3,807,410 6,126,473
GPF Employers Contribution 4,450,512 4,379,033
UniformiLeveries 247,000 217,000
LTC 2,811,305 2,879,260
TTATG 662,937 1,204,105
TADA 10,186,895 8,990,746
Production Expenses

Marking cost 62,478 44,285
Felling & cross-cutting 4,295,229 3,842,187
Debarking 483,083 B25,244
Extration from Stump site to Depot 59,402,304 55,814,468
Extration of Sand 22,096,752 18,912,872
Extration of Stone 327,218 4,479,181
Extraction from Quarry to crusher Site 5,717,860 18,748,127
Electricity 375,523 488,432
Extraction of Wood Chip 6,964,338 10,491,376
Fixed assels written off 3,946,224 -
FMU expenses/inventory 694,273 1,698,187
Maint. of trucks incl. POL 2,318,905 1,971,749
Maint. of machines Incl, POL 16,726,244 21,076,352
Maint. of road 6,228,162 5,582,026
Timber handling & Stacking 1,896,103 2,395,504
Maint. of depot 480,614 260,707
Loss from sale of Fixed Assets 1,678,937 -
Prior period Adjustment 845 443 1,336,365
Royaity

Royalty-Timber 17,062,353 17,568,066
Royalty-Woedchips 314,872 379,331
Royalty-Sand 2,015,480 1,585,600
Royalty-Stone 1,039,320 581,120
Royalty-Stone Chips 42,320 77,923
Stock

Loss of Stock due to natural calamities 3,690,575 -
(Increase)/Decrease in stocks 20,202,578 23,325,505
Depreciation and amortisation

Depreciation-Building 5,438,167 3,842 820
Depreciation-Road 25,416,905 22,787,089
Depreciation-Cable Crane 1,674,398 1,071,614
Depreciation-Equipment 16,361,074 14,736,585
Depreciation-Tractor 3113 107,074
Depreciation-Truck 1,105,638 1.105,638
Depreciation-Vehicle 622,818 1,248 687
Depreciation-Furniture 317,556 362,667
Depreciation-Office Equipmant 690,034 701,723
Depreciation-Tally ERP.8 -Software 168,637 158,470

338,095,004 332,883,605

A

X %
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

Items Year End
31.12.2016 31.12.2015

NOTE-15
Selling & Marke: Expenses
Customer Survey 188,750 150,000
Advertisement 895,339 1,182,875
Auction expenditures 522,627 678,708
Flower Exhibition 1,537,923 -
Personnel cost
Salary & wages 2,269,533 2,238,913
Bonus 147,520 147,082
PBVA 178,839 176,498
GPF Employers Contribution 200,532 194,732
LTC 86,075 70,055
TA/DA 100,900 143,302

6,128,038 4,982,165

> f
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

Items Year End
31.12.2016 31.12.2015
NOTE-16
Administrative Expenses
Printing & Stationary 762,928 857,048
Telephone/Fax/Postage 2,223,677 2,300,429
Audit Fees 107,800 148,000
Audit Expenses 234,892 314,825
Rent 1,662,867 1,676,997
Rates and Taxes 160,457 100,561
Entertainment 849,088 925,455
Electricity/Lighting(office) 521,041 573,310
Books & periodicals 43,558 49107
Workshop/Seminar 831,791 387,693
Board expenses 1,215,188 913,864
Trade Licence 4,000 5,000
Insurance 1,205,672 1,213,399
Subscription & donations 250,000 1,174,000
Consultancy fees 110,329 565,509
Legal Expenses 500 750
Write Off 18,500 -
Welfare Expenses 695,232 393,515
Training Expenditure 3,772,122 2,801,542
Consumable stores 463,431 636,526
Maint. of Building 698,085 648,080
Maint. of Vehicle incl. POL 3,720,540 4,180,321
Maint. of Office equipment 825,531 935,518
Bank Charges 16,950 21,264
Interest on Loan 3,912,690 4,777,710
Brand & Management Fee 198,186 100,896
Deferred Revenue expenditure 8,400,000 2,100,000
Personnel cost-HQ
Salary & wages 14,547 640 21,549,758
TA/DA 2,123,401 2,219,160
TTATG 829,499 1,690,193
LTC 590,370 553,410
Bonus 874,945 1,564,205
PBVA 833,401 1,654,272
GPF Employers Contribution 1,073,217 1,238,497
Medical Expenses - 86,839
Uniform/Leveries 2,870,713 697,035
Gratuity 383415 5,929,900
Depreciation and amortisation
Depreciation-Building 2,035,420 2,054,689
Depreciation-Vehicle 228,893 401,006
Depreciation-Furniture 189,375 264,839
Depreciation-Office Equipment 940,903 1,069,756
. 60,335,259 68,684,878

o
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NATURAL RESOURCES DEVELOPMENT CORPORATION LIMITED

tem Year End
31.12.2016 31.12.2015

NOTE-17

Income tax expense

PROFIT BEFORE TAX 21,889,823 23,188,158
ADD: Medical Expenses - 38,838
ADD; Written off 18,500 -
ADD : Board Director's Training Expenditure - 194,422
ADD: Gift & Donation 250,000 1,174,000
ADD: Prior Period Adjustment 845,443 1,336,365
ADD: Impairment of Non-current Assets 2922733 -
ADD: Provision for Slowmoving stock 2,309,180 -
ADD: Bonus & PBVA 7,489,001 -
Less: Interest on Gratuity Deposit - (1,038,553)
Less : Stock of dead stock issued - (8,641)
NET TAXABLE AMOUNT 35,738,680 24,862,591
30% CIT 10,721,604 7,458,777
Assessed tax for previous years 3,337,773 -
Total Tax Expense 14,059,377 7,458,777
NOTE-18

Proceeds from uj

Office equipment 9,447 82436
Furniture 100 41,175
Building 5,500 -
Vehicle 1,316,001 657,050
Equipment{Machine) 2,301,000 29,592,600
Truck - 1,209,000

3,632,049 31,582,261

NOTE-19

Finance costs - net

Interest Received 5,352,108 3,153,182
Interest Paid 3.912.680 4.777.710

1,439,418 {1,624,528)

T
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NOTE -20
Company Overview and Significant Accounting Policies
I. Reporting Entity (Company overview)

Natural Resources Development Corporation Limited (NRDCL) is a wholly owned subsidiary of
Druk Holdings and Investments (DHI). The Company was incorporated under the Companies Act of
the Kingdom of Bhutan in 1984 through a Royal Charter. The ultimate parent is the Royal
Government of Bhutan,

The principal activities of NRDCL is supplying and making the basic construction materials such as
timber, sand and stone affordable, accessible and available to the public at large. Profit is not the
main objective of the company.

All significant operations take place within Bhutan. The Company is a limited liability company
incorporated and domiciled in Bhutan. The address of its principal place of business is in Thimphu,
Bhutan,

2. Directors’ statement of Compliance

The Directors are responsible for ensuring that the financial statements give a true and fair view of
the financial position of the Company as at 31 December of each financial year and their financial
performance and cash flows for the year ended on that date.

I'he Directors consider that the financial statements of the Company have been prepared using
appropriate accounting policies, consistently applied and supported by reasonable judgments and
estimates and that all relevant financial reporting and accounting standards have been followed.

3. Basis of preparation of financial statements

These Financial Statements have been prepared in compliance with Bhutanese Accounting Standards
(BAS) under the historical cost convention on the accrual basis.

Accounting policies have been applied consistently to all periods presented in these consolidated
financial statements,

The Financial Statements have been prepared on a going concern basis in accrual system of
accounting.

The functional currency of preparation is the Bhutanese Ngultrum.

A
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4. Accounting estimates

The preparation of the financial statements in conformity with BAS requires management to make
estimates, judgments and assumptions. These estimates, judgments and assumptions affect the
application of accounting policies and the reported amounts of assets and liabilities, the disclosures of
contingent assets and liabilities at the date of the financial statements and reported amounts of
revenues and expenses during the period. Application of accounting policies that require critical
accounting estimates involving complex and subjective judgments and the use of assumptions in
these financial statements have been disclosed in wherever necessary.

Accounting estimates could change from peried to period. Actual results could differ from those
estimates. Appropriate changes in estimates are made as management becomes aware of changes in
circumstances surrounding the estimates. Changes in estimates are reflected in the financial
statements in the period in which changes are made and, if material, their effects are disclosed in the
notes to the consolidated interim financial statements.

3. Application of Bhutanese Accounting Standards
The financial statements have been prepared in line with Bhutanese Accounting Standards.
6. Foreign Currency translation

Foreign currency transactions that are completed within the accounting period are translated into the
functional currency using the exchange rates prevailing at the date of settlement.

Exchange rate for monetary assets and liabilities in foreign currencies at balance date is not
applicable to NRDCL.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies, if any are recognized in the statement of income.

All other foreign exchange gains and losses, if any are presented in the statement of Comprehensive
Income

7. Property, Plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and
impairments, if any. Cost includes purchase price, taxes and duties, labour cost, direct overheads for
self constructed assets, other direct costs incurred up to the date the assets is ready for its intended use
including initial estimate of dismantling and site restoration cost, if any.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is possible that future economic benefits associated with the item will flow
to the company and the cost of the item can be measured reliably. The carrying amount of the
replaced part is recognized.
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Advances paid towards the acquisition of property, plant and equipment outstanding at each balance
sheet date and the cost of assets not put to use before such date are disclosed under “Capital Work-in-
progress”. Capitalization of Capital W.LP has been done on the basis of completion certificate issued
by the concerned authority. Subsequent expenditure relating to property, plants and equipment is
capitalized only when it is probable that future economic benefits associated with these will flow and
the cost of the item can be measured reliably.

All other repairs and maintenance are charged to the income statement during the financial period in
which they are incurred. Spare parts and servicing equipment that are specific to major items of
plants and equipment are included in fixed assets and are depreciated over the same useful life as the
corresponding plant item.

Initially, land is measured at cost. Land whose fair value is measured reliably is carried at the
revalued amount equal to the fair value and difference in book value has been credited to Equity as
Revaluation Surplus.

The company has several plots of land on an operating lease rental basis without any clause of
transition of ownership. These lands are obtained from the Government of Bhutan, mostly for use as
timber depot and quarry lease. These are cancellable leases and have only rental payment per annum
and minimum amount of security deposit at the time of signing of agreement. These leases being
operative leases are not to be capitalized and rents paid are equally charged to revenue from year to
vear till the conclusion of the lease period.

The rates of Depreciation chosen for the first income year are used for the entire period in which the
assels are depreciated.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to
allocate their cost to their residual values over their estimated useful life.

Depreciation methods, useful lives and residual values are reviewed, and adjusted appropriately at
each reporting date. Change in the estimated useful life, residual value and/or depreciation method, if
any, is depreciated prospectively over the asset’s remaining revised useful life.

The cost and related accumulated depreciation are eliminated from the financial statements upon sale
or retirement of the asset and the resultant gains or losses are recognized in net profit in the statement
of comprehensive income. Assets to be disposed off are reported at the lower of the carrying value or
the fair value less cost to sell.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognized within ‘Other Income’ or ‘Other Expenses’ as the case may be, in the income
statement.

b X
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8. Intangible assets

Intangible assets include Computer software. Acquired computer software licenses are capitalized on
the basis of the costs incurred to acquire and bring to use the specific software. These costs are
amortised over their estimated useful lives of the asset.

Costs associated with maintaining computer software programmes are recognised as an expense as
incurred.

9. Impairment

I'he company assesses at each balance sheet date whether there is objective evidence that an asset or
a group of assets is impaired. An asset is considered impaired if objective evidence indicates that one
or more events have had a negative effect on the value of an asset. Property, Plant and Equipment
(PPE) are evaluated for recoverability whenever events or changes in circumstances indicate: that
their carrying amounts may not be recoverable. For the purpose of impairment testing, the
recoverable amount (i.e. the higher of the fair value less cost to sell and the value-in-use) is
determined on an individual asset basis unless the asset does not generate cash flow that are largely
independent of those from other assets. In such cases, the recoverable amount is determined for the
Cash Generating Unit (CGU) to which the asset belongs.

If asset(s) is/are considered to be impaired, the impairment to be recognized in net profit in the
statement of comprehensive income is measured by the amount by which the carrying amount of the
assets exceeds the estimated recoverable amount of the assets.

10. Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

11, Grants

Grants from RGOB and other organizations relating to cost/expense items are recognised in the
income statement over the period necessary to match them with the costs that they are intended to
compensate. The unallocated portion of the grant is presented as part of Deferred Grants in the
Statement of Financial Position.

Grant received as compensation for expense/loses already incurred or with no future related costs is
recognized as income in the year it is received or becomes receivable.

y
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Grants relating to property, plant and equipment are included in noncurrent liabilities as Deferred
Govermnment Grants.

Depreciation on the assets (Property, Plant and Equipment) acquired through grants is charged
against the grant and not to the Operating Statement.

12. Research and Development costs

Rescarch costs are recognized as an expense in the year in which they are incurred. Development
costs are only capitalized if a potentially profitable product has been found and management has
given approval to further develop the product.

If the company decides to proceed and market the product, development costs will be amortised over
the expected profitable period of marketing the product, not exceeding 5 years. Other development
costs are expensed immediately if the decision is made not to proceed to market the product.

13. Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as assets held for sale when their carrying
amount is to be recovered principally through a sale transaction and a sale is considered highly
probable. They are stated at the lower of carrying amount and fair value less costs to sell.

14. Financial assets

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities greater
than 12 months after the end of the reporting period. These are classified as non-current assets. The
group's loans and receivables comprise ‘loans to customers’, ‘trade and other receivables’ and ‘cash
and cash equivalents’ in the balance sheet.

15. Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted average method. The cost of finished goods and work in progress comprises design costs,
raw materials, direct labour, other direct costs and related production overheads (based on normal
operating capacity). It excludes borrowing costs.

a. In the case of items held for sale in the ordinary course of business, net realisable value is the
estimated selling price less applicable variable selling expenses

b. In the case of items held for use in production or as spares, the net realizable is the estimated
value of the item in its ordinary use in the company

16. Trade and other receivables

Trade and other receivables are amounts due from customers for merchandise sold or services
performed in the ordinary course of business. It is initially recognized at the fair value of the amounts
1o be received and is reviewed regularly for impairment. If collection is expected in one year or less

>
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{or in the normal operating cycle of the business if longer), they are classified as current assets. Il not,
they are presented as non-current assels.

17. Trade and other payables

Trade and other payables are initially recognized at the fair value of the amounts to be paid. If
payment is expected in one year or less (or in the normal operating cycle of the business if longer),
they are classified as current liabilities. If not, they are presented as non-current liabilities.

18. Cash and cash equivalents

In the statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at call
with banks, other short-term highly liquid investments with original maturities of three months or less
and bank overdrafts

19. Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is
due within one year or less (or in the normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities.

20. Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income
slatement, except to the extent that it relates to items recognised in other comprehensive income or
directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in
equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted at the balance sheet
date in the countries where the company operates and generates taxable income,

Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on
the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rates (and laws) that have been enacted at
the balance sheet date and are expected to apply when the related deferred income tax asset is realised
or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred income tax is provided on all temporary differences at the reporting date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

{
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At each Statement of Financial Position date, the tax positions are reviewed, and to the extent that
new information becomes viable which causes the company to change its judgment regarding the
adequacy of existing income tax liabilities, such changes to income tax liabilities are duly recognized
in income tax expense in the year in which such determination is made.

Interest and penalties, if any, related to accrued liabilities for potential tax assessments are included in
income tax charge for the year in which the assessment is completed.

21. Employee benefits

Retirement benefit liabilities are recognized when the Company has a present obligation (legal or
constructive) as a result of past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation.

The gratuity and leave wages is accrued and provided for on the basis of actuarial valuation as at the
Statement of Financial Position date. Actuarial gains or losses arising adjustments and changes in
actuarial assumptions are charged in other comprehensive income in the period in which they arise.
Changes in service and interest are also charged to other comprehensive income.

The contribution towards the gratuity liability is funded by allocating a separate fund or assets and
investment return eared thereon. Leave encashment is not supported by a separate fund

Bonus and the expected cost of Performance Based Variable Allowance (PBVA) is recognized as an
expanse when there is legal or constructive obligation to make such payment as a result of past
performance and reliable estimate of the obligation can be made and accrued as at the Statement of
Financial Position date without actuarial valuation

22. Provisions and Contingent Liabilitics

Provisions are recognised when the company has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the obligation; and
the amount can be reliably estimated.

A contingent liability is only disclosed in the notes to the account if an outflow of resources
embodying economic benefits is possible.

Contingent Assets are neither recognized, or disclosed

Provisions, contingent liabilities and contingent assets are reviewed at each Balance Sheet date

23. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents
amounts receivable for goods supplied, stated net of discounts, returns and taxes. The company
recognises revenue when the amount of revenue can be reliably measured; when it is probable that
future economic benefits will flow to the entity; and when specific criteria have been met for each of
the group’s activities, as described below [

X i
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4) Income from sale of Construction materials:

The Company derives revenues primarily from sale of construction materials such as timber, sand,
stone and stone aggregates. Arrangements with customers for construction materials related services
are on a fixed-price, fixed-timeframe or on a time-and-material basis.

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured.

Sales are recognized when the significant risks and rewards of ownership of the goods have passed to
the buyer and no significant uncertainty exists regarding the amount of consideration that is derived
from the sale of construction materials (timber and other products).

b) Interest income

Interest income is recognized on a time proportion basis taking into account the amount outstanding
and the effective interest rate applicable

¢. Other items of revenue

Other items of revenue which arise from the provision of services incidental to the core activities of
the business are recognized when services are provided and it is probable that economic benefits
associated with the transaction will flow to the company and amount can be measured reliably.

Liquidated damages and penalties occur when the contractor fails to meet the key performance
indicators set out in their contract with the company. Income resulting from claims of liquidated
damages and penalties is recognized as other income when amount can be reliably measured and the
economic benefits will flow to the company, When there is uncertainty as to measurement or ultimate
collectability revenue recognition is postponed until such uncertainty is resolved.

Advances received for services and products are reported as client deposits until all conditions for
revenue recognition are met.

24, Segment Reporting

The Company is in the business of supplying nature based construction materials. Its operating
facilities are all situated within the country (Royal Kingdom of Bhutan) only. Under the broad
segment of construction materials supply service the company has subsidiary segments of timber and
by-products production and supply, sand extraction and supply, stone and stone chips production and
supply.

However, as the company’s share are not to be listed with any stock exchange the provision of BFRS
8- Operating Segments is not applicable to the company.
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25. Earnings per Share

Basic Eamings Per Share is calculated by dividing the net profit/(loss) after tax for the pericd
altributable to equity shareholders of the company by the total number of shares which are fully paid

up.
26. Comparative information

Where necessary certain comparative information has been reclassified in order to provide a more
appropriate basis for comparison. As disclosed in Note 3 Application of Bhutanese Accounting
Standards, Comparatives have also been amended when a Accounting Standard has been applied
retrospectively,
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NOTE-21
Notes on Financial Sta ents

1. Natural Resources Development Corporation Limited (NRDCL) is a whally owned subsidy
company of Druk Holding and Investments (DHI), a holding company owned by the Royal
Government of Bhutan.

2. The Company has adopted Bhutanese Accounting Standards (BAS) from the year 2013
correspondingly the financial figures of the earlier year have been restated wherever
necessary as per BAS.

3. Functional currency used is Ngultrum (Nu.) and figures are rounded off to the nearest
Ngultrum.

4, The Operating Cycle for the Company has been considered as one year and the
corresponding bifurcation of assets and liabilites into Current and Non Current
Assets/Liabilities has been done on this basis. Previous year's figures are
regrouped/rearranged wherever necessary.

5. Financial Statements
5.1 Share Capital

All ordinary shares are ranked equally. The authorized share capital of the company is Nu.
50 million (500,000 equity share @ Nu.100 per share).

As of the report date, the total subscribed and paid up share capital is Nu. 45 million
(450,000 @ Nu.100 per share).

5.2 Capital Management

The company manages its capital so as to ensure funds are available to meet future
commitments, as well as commitments to outside parties. The company has a requirement
to meet dividend and tax expectations as contained to the Annual Compact, the parent
company and the RGOB.

Capital expenditure is mostly met from operating cash flows. Fixed term borrowings are
made mainly for major capital projects, Such borrowings are repaid based on applicable
Terms and Conditions.

5.2 Contingent liabilities

During the year (2015) the company has suspended the operation of three quarry contracts
with closure of the operation of three number crushing plants in view of the continuous
operating loss incurred by the company. The company has the obligation to compensate
the quarry contractors for premature termination of the contracts. The settlement of the
compensation with two contractors is pending as the case is forwarded in the Royal Court
of Justice, Thimphu.

N

;
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The provision for compensation on account of premature termination of the contract
analyzed by the company amounting to Nu. 29,736,486.87 (Nu.6,298,320.80 +
Nu.23,438,166.07) has been treated as contingent liabilities.

5 Inventory
A. Products
= ; ATERl B2 il | BRI
2016 447.577.96 | 168700174 1770 20020 354 152.26
2015 T i : 54,917,
B. Sand (M’
[ 5782208 4400785 433789951 T
| 12157320 |  318.443.11 97,922.09
- ’M?CAM’J"E.":‘{‘ o 3 &?zma& i ST e
31850247
E3
'zo_1's 1998.959.02 | 1.248,77479 | 1,901,010.39 | 1.347.723.42 1,306,212.58
2016 36330.00 | 23388000 266,580.00|  363000] 318000
| 1202289876 ] 12,0228
2,591,556.14 2,561,566.15
.'_'..‘)r%"‘_{,_.a" S
30.00 | 30,00
SR SRR TR
H. Flre wood M3
2016 X e TA79.007 ;
2015 309.50 686.00 592.50 405.00 405.00

Ref: Annexure-|

The Company has adopted cost (using the weighted average method) for valuation of
closing.

B. Spare parts

i) The carrying amount of inventory on spare parts as on 31* December'15 is
Nu. 15,051,308 including dead stock of Nu. 2,732,469. Provision has been made fully in
respect of the Dead stock.

i) No part of the inventory was sold during the year 2016.

4
M
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7. Deferred Revenue Expenditure

The company treats the long term training expenditure of the employees as a deferred
revenue expenditure and the same is writlen off over a period of 3 years. In view of the
same an amount of Nu. 912,933 as shown as assels in the financial statements.

8 Company supply timber to the rural people at subsidized rate entailing financial
consequential loss to the corporation, if compared with the corresponding commercial value
of the same quantity of timbers calculated at average selling price of such materials.

452,654 1,496,481 |

b
Annexure-|l
9. Property, Plant and equipment

Depreciation on assets is calculated using the straight-line method to allocate their cost to
their residual values over their estimated useful life as follows;

a) Permanent
b) Semi-permanent

Software applicati

* The forest roads treated as semi-permanent are amortized over a useful life of 10 years.

/
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A professional’s advice has not been sought for estimating the useful life of the assets and
Management has estimated the same considering the normal wear and tear in similar line
of business operalions.

i) Fixed assets are stated at cost plus other charges for bringing the assets to the
location and include installation charges, less accumulated depreciation.

ii) There was no revaluation of Property, Plant and Equipment during the year.

iil) Capitalization of Capital W.I.P has been done on the basis of completion certificate
issued by the concerned authority

10. The confirmations for the closing balances of Receivables, Payables, Creditors, and
Advances have not been obtained and as such, the amounts are stated as per their
respective book balances.

11. Retirement Benefit Obligations
a) Defined Benefit Scheme
Qualifying employee are members of the defined benefit plan sponsored by the company.
Employees are entitled to a lump sum payment computed based on the last basic pay
drawn times the number of completed years of service with maximum limit of Nu.
1,500,000 (One and half million).

i) Statement of Financial Position

'Deflne DEQ| & 3 13.0. ~(61.093,400)"

Fair value of Plan Assets (FVA 68,140,210 68,985,810
“Fundec A ¥ 460 |7 7.802.410.
Effect of Asset oellin - -
Net’ i a3 S SR 83 ) 3 410

ii. Statement of Comprehensive Income

2 760 250}

L3 -
SR EEE RIS

“Semement cost(credit) : = e

iSery : .

Net interest on net defined liability/(assets 9,40,265 1,380,170
g 5 SR ARy
Cost Recognized in Statement of 383,415 5,929,900
comprehensive Income

T
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fill Other Comprehensive Income

Adjusnnant for limit on net aset

« Scheme is funded by allocating a separate fund.
= Retirement age:

Grade 3 and above: 60 years
Grade 4 and below: 58 years

= Benefit payable on Retirement/Resignation/Disability/Death
= Form of benefit: Lump sum with maximum ceiling of Nu. 1,500,000.00

b) Leave Encashment Benefits
* An employee can encash leave equal to one month basic pay (excluding all
allowances) once a year provided there is a minimum of 30 days leave to his
credit.
= Encashing leave in fraction of a menth is not permitted

=  Maximum leave accumulation permitted is 60 days.

12. Details of transactions with Related Parties:
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Key 'Managamen! Personne[

A) Managing Director's Remuneration and other benefits

9,000
1,603,558

Eﬁ%;};= 0
& T ENew e
—

Tiolob i), ...‘

_ 24, 000
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C) Special Invitees

13. Foreign Exchange Translation

Certain foreign exchange transactions were undertaken by the Company during the year.
However these transactions did not result into any profit or loss from foreign exchange
transaction because all payment on account of foreign purchases are done upfront using
the spot exchange rate between the functional currency (Ngultrum) and foreign currency at
the date of transaction. Since 100% payment is released upfront there is no effect due to
fluctuation in the exchange rate and therefore, creation of any foreign exchange asset or
liability does not arise and no gain or loss.

14. Impairment

On the basis of objective evidence the company has assessed and considered crushing
plant located at Ngangshing, Zhonggar Region impaired. The impairment recognized in the
statement of comprehensive income is Nu. 2,922,733 measured by the amount by which
the carrying amount of the assets exceeds the estimated recoverable amount of the assets.
The details of the impairment are as follows:

Crushing plant ~ 3279.082| 2,300,000 979,082

Installation cost 1,187,481 - 1,187 481
Electrification 756,170 - 756,170
Total 5,222,733 2,300,000 2,922,733

15. Write off of components pertaining to disposed stone crushing plants:

During the year the company has identified and written off the unusable components of
discontinued stone crushing plants to an extent of Nu. 3,946,224,

16. Advances recoverable from negligent employees:

‘Advances recoverable from others' include an amount of Nu. 1,162,990 which is
recoverable from two negligent employees who were held accountable for the additional
cost incurred by the company in the construction of a road project, Legal proceedings have
been initiated against the employees and the management is confident of recovering the
amount.

lod
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17. Write-off of Stock lost to natural calamities:

During the year the company has identified and fully written off the stock valuing
Nu. 3,690,575 lost to natural calamities that occurred in the year 2015.

18. Provision towards Non moving Raw materials held at Stene Crushing Plants
Taking into consideration the slow movement of certain Raw materials held at Stone

Crushing plant, the company during the year under review provided diminution towards
such inventories aggregating to Nu.2,308,180

lod /
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ADDRESSES & TELEPHONE NUMBERS OF NRDCL OFFICES

Corporate Head Office
Phendey Lam, Thimphu : Bhutan

Post Box No. 192
Tel. Nos.

Chief Executive Officer: +975-2-322615
EPABX: +975-2-323834/323868/328959/ 77190073
Fax No. +975-2-325585
E-mail: info@nrdcl.bt

Sha Regional Office
(Regional Manager)

Samthang, Wangdue : Bhutan
Post Box. No.1243

Tel. No. +975-2-481272/481537
Fax No. +975-2-481247

E-mail: sha@nrdcl.bt

Jakar Regional Office
(Regional Manager)
Bumthang : Bhutan

Post Box No.122

Tel. No. +975-3-631470
Fax No. +975-3-631471
E-mail: jakar@nrdcl.bt

Wang Regional Office

(Regional Manager)

Phendey Lam

Thimphu : Bhutan

Post Box No.192

Tel. No. +975-2-323469

EPABX: +975-2-323834/323868/
328959/77190073

Fax No. +975-2-325585

E-mail: wang@nrdcl.bt

Rinpung Regional Office
(Regional Manager)

Paro : Bhutan

Tel. No. +975-8-271519

Fax No. +975-8-271479

E-mail: rinpung@nrdcl.bt

Zhonggar Regional Office
(Regional Manager)

Monggar : Bhutan

Tel. No. +975-4-641160/641165
Fax No. +975-4-641210

E-mail: zhonggar@nrdcl.bt

Phuentsholing Regional Office
(Regional Manager)

Phuentsholing : Bhutan

Tel. No. +975-5-252154/254765

Fax No. +975-5-253094

E-mail: phuentsholing@nrdcl.bt

Website: www.nrdcl.bt
Toll Free No. 1091






