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“As a developing country, we have limited resources. We
must manage our available resources wisely, minimize
waste, and ensure that all our resources are directed at

improving the wellbeing of the people, and in fulfilling

our national vision”

His Majesty The King Jigme Khesar Namgyel Wangchuck
S LIPS
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Over the past five years, our revenue has grown
at a compounded annual growth rate (CAGR)
of 4.14%. Timber remains our primary revenue
sources, while revenue growth continued,

reflecting our adaptability and market resilience.

During the year, the company saw a substantial
increase in cash flow, primarily due to significant
investments aimed at enhancing organization
capacity, particularly in its machinery fleet.

The primary objective was to increase timber

extraction and sales to 12.05 million cubic feet of
logs annually. These strategic financial decisions
with support from the DHI through inter-
corporate loan of Nu. 600.00 million resulted in

a net increase in cash of Nu. 191.54 million.

Onbehalfofthe managementof Natural Resources
Development Corporation Limited (NRDCL), I
am pleased to present the Annual Report for the

To generate Indian Rupees through export and

narrow the trade deficit, Bhutan explored its vast

year 2023, highlighting the significant aspects
of our business activities, accomplishments, and
challenges. Despite hurdles like non-revision of
timber/sand prices and high operating cost, we
have made persistent efforts to fulfil our mandates
of making construction materials available,
accessible, and affordable by navigating through
challenges and opportunities, demonstrating

resilience and commitment.

Our total revenue surged by Nu. 170.82 million
from year 2022 reaching Nu. 926.02 million,
mainly due to increased sales of timber, sand,
and forest residues as well as commencement of
timber export. Our profitability and financial
health improved compared to the previous year.
Despite rising operating expenses, we achieved a
profit after tax of Nu. 19.066 million, a significant

improvement from the previous year.



timber resources for export. According to study
done by RGOB, it revealed that with 70.77%
forest coverage, Bhutan could sustainably harvest

88.59 million Cft timber annually. NRDCL,
entrusted with managing natural resources,

ramped up timber extraction and export,
launching a pilot project in

October 2023 in collaboration with DHI and
DoFPS. Despite challenges in the export market
including logistics and cross-border issues, we
made continuous efforts to boost our boulder/
timber export through various approaches.
Timber/boulder export offered a chance to
bolster the economy through increased Indian

Rupee reserves.

In line with our commitment to Corporate
Social Responsibility (CSR), we allocated Nu.
10.739 million towards various initiatives in
the year 2023, including but not limited to
supporting special projects initiated by Their
Majesties, environmental conservation, and
charitable contributions. We actively engaged in
community welfare, exemplifying our dedication

to sustainable development. We also continued to

supply Kidu firewood to the retail outlet at Hejo

crematorium.

I extend my gratitude to all our valued customers
for their support and providing us with the
platform to grow and improve. I also thank
DHI, NRDCL Board, DoFPS, MoENR, and
all other relevant stakeholders for their guidance
and support in enabling us to support nation-
building. I am thankful to all the employees for
their unwavering efforts and hardwork despite
numerous challenges faced during the year.

On behalf of the employee of NRDCL and
myself, I rededicate our services to the Tsa-Wa-

Sum and look forward to a successful year 2024.

Kadrincheyla!

(Jigme Thinley)
Chief Executive Officer
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* To be the premier institution in * Sustainably harvest and market
providing reliable and quality the nation’s natural resources en-
natural resource products and ser- suring availability, accessibility
vices to support nation building. and affordability.

* Steadfast service delivery: Strive to deliver services at the shortest

possible time.

* Proactiveness and promptness: Be proactive and act promptly and
ensure that required timely actions are taken.

* Productivity and Efficiency: Strive for highest-levels of productivity
and efficiency.

* Innovation and Creativity: Be creative and innovative in improving
the products, services, and technologies to realize our strategic goals

(vision, mission and objectives)

* Integrity and Honesty: Be fair, honest and ethical in what we seek to
do and how we deliver as an organization, and have zero tolerance

to corruption.
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Natural Resources Development Corporation
Limited (NRDCL) was established in November
2007 based on an Executive Order of the Royal
Government of Bhutan, which was issued in re-
sponse to the Royal Com-mand conveyed to the
87th session of the National Assembly. However,
its history dates back to 1979 when it was created
as the Logging Division under the Department
of Forest, Ministry of Agriculture. In 1984, the
Logging Division was transitioned into a State-
Owned Enterprise known as the Bhutan Log-
ging Corporation. BLC evolved into the Forestry
Development Corporation Limited (FDCL) in
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1996 with the assignment of additional commer-

cial mandates, before setting into its present state
as the NRDCL in 2007.

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
2016. The company engaged in the business of
harvesting, processing, and marketing of timber
and timber products, sand, stone, and stone ag-
gregates, through its six regional offices, and In-
tegrated Wood Processing Plant as given below
with administrative office in Thimphu.

# Name of the Region Activities/Products Converge/Operation Area
1 Rinpung Region Timber, Sand & Stone Thimphu, Paro, and Haa
5 Sha Region Timber, Sand & Stone Wangdue, Punakha, Gasa, Tsirang, and
Dagana
3 Jakar Region Timber & Sand Bumthang, Trongsa, and Zhemgang
. Timber, Sand, Stone, and Joinery Mongar, Trashigang, Trashiyangtse,
4 Zh Re
onggar Reglon Products Lhuntse, and Pemagatshel
5 Gelephu Region Timber, Sand & Stone Sarpang and Samdrupjongkhar
6 Phuentsholing Region Timber, Sand & Stone Chhukha, Samtse, and Lhamoizingkha
(Dagana)
Integrated Wood Processing . . Thimphu (Operational from Ramtokto &
7 Plant Timber and Joinery Products Langkophakha)




ANNUAL REPORT 2023

ANNUAL FINANCIAL
PERFORMANCE IN
LAST FIVE YEARS
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REVENUE
Year REENE
2019 787.393
2020 630.324
2021 764.145
2022 755.200
2023 926.020

PROFIT AFTER TAX
Year PAT
2019 51.569
2020 12.130
2021 1.084
2022 (25.370)
2023 19.066

CORPORATE INCOME TAX
Year CIT
2019 26.83
2020 7.28
2021 6.16
2022 -
2023 14.20
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Dasho Karma Tshiteem is the Chairperson of NRDCL Board. He is
currently serving as the Head of the National Service Core Working
Group. Prior to that, Dasho has served in various capacities in the
Royal Government of Bhutan such as the Member of the Internal Gov-
ernment, 2018, Chairman of the Royal Civil Service Commission and
the Secretary of the Gross National Happiness Commission. Dasho
has also served in many other important managerial positions in public
service and also holds additional portfolios in various committee and
boards including The Royal Academy and the Royal Institute of Gov-
ernance and Strategic Studies. Dasho was awarded the Red Scarf by
His Majesty The King on 17 December, 2015. Dasho has MBA from

University of Canberra, Australia

Dasho Rinzin Dorji serves as an Independent Non-Executive Director
of NRDCL Board. He is currently serving as the Chief Executive Of-
ficer of Bhutan Agro Industries Limited. Prior to his current appoint-
ment, Dasho has served as the Secretary of Ministry of Agriculture &
Forests and shouldered various other important portfolios in the Gov-
ernment. Dasho has Master in Public Administration from Virginia
Commonwealth University, United States and Bachelors degree from

Punjab University, India

Mr. Karma Tenzin serves as an Independent Non-Executive Director
of NRDCL Board. His Majesty The King appointed him as a Zimpon
Wogma on 10 November 2016. He served as the Project Coordinator
of the Royal Projects Coordination Office under the Ministry of Agri-
culture and Forests. He also served at the National Cold Water Fishery
Centre, Haa and Livestock Officer under Department of Livestock. He
has Master in Biology (Environmental Fisheries) from the University
of New Brunswick, Canada and a Bachelor Degree from Sherubtse
College, Trashigang,.
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Mr. Chencho serves as an Independent Non-Executive Director of
NRDCL Board. He is currently serving as the Cabinet Director and
Principal Secretary to Hon'ble Prime Minister. Before joining to the
Prime Minister's Office, he served as a Chief Program Officer in
GNHC. He received his Master in Applied Science (Information
System) RMIT University, Australia and Bachelors in Information
Technology from Sherubtse College.

Mr. Ugyen Wangdi serves as a Non-Independent and Non-Exec-
utive Director of NRDCL Board is an Associate Director at Druk
Holding and Investments (DHI) Limited. Mr. Ugyen received his
Bachelor’s of Science degree from Sherubtse College and Masters
in Business Administration with finance specialization from Austra-
lian National University, Canberra. He also obtained one year post
graduate diploma in public administration prior to his appointment
in civil service in 2006. He has over 15 years of experience in the

corporate governance (CG) and currently heads the CG functions
at DHI
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MANAGEMENT TEAM

Jigme Thinley
Chief Executive Officer

Mr. Jigme Thinley is the Chief
Executive Ofhcer Of Natural
Resources Development Corpo-
ration Limited since July 2023.
He brings with him many years
of experience across multiple or-
ganizations both in the govern-
ment and the corporate sectors.
He has more than 23 years of di-
verse experiences. He has Mas-
ters of Business Administration
(international business) from
Asian Institute of Technology,

Thailand.

Karma Wangdi
General Manager

Mr. Karma Wangdi is Gener-
al Manager of Forest Resources
Division (FRD). Prior to his
current post, he served as Head
of Corporate Strategy Office
(CSO) in the company. He has
Master in Business Administra-
tion (Specialized in HR & Fi-
nance) from Lovely Professional
University, Punjab in 2013.
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Sonam Chophel
General Manager

Mr. Sonam Chophel is the
General Manager of Corporate
Services Division (CSD). He
has more than 25 years of
experience in the area of finance
in NRDCL. He has Master in
Business Administration from
the University of Canberra,
Australia.
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Namgay Wangchuk
General Manager

Mr. Namgay Wangchuk is the
General Manager of Mineral
Resources Division (MRD). He
brings in more than 20 years of
experience mostly in the area of
HR Management. He has Mas-
ters of Human Resource Man-
agement from Edith Cowen
University, Western Australia.

Sangay Choden
Company Secretary

Ms. Sangay Choden had com-
pleted her bachelor degree in
Law (BA LLB) from Guru Go-
bind Singh Indraprastha Univer-
sity, Delhi India and completed
her post graduate Diploma in
National Law from Royal In-

stitute of Management (RIM),
Thimphu.

11

Jamyang Choden
Head, CSO

Ms. Jamyang Choden is the
Head of Corporate Strategy Of-
fice (CSO). She completed her
Master Business Administration
from University of Canberra,
Australia. She has more than 10
years of experience in the area of
Administration and Marketing
in NRDCL.
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To the Shareholder,

As the Chairman of the Board of Directors of Natural Resources Development Corporation Limited
(NRDCL), on behalf of the Board of Directors and management, I would like to present the Directors’
Report for the year ending 31st December 2023.

1. Operational highlights

The product-wise production and sales report for 2023 vis-a-vis 2022 and 2021 are presented in the

table below.

2023
hi 2022 2021
Particulars PR Achievement Lt Achievement Achievement
rual 1A (Quantity) e (Quantity) (Quantity)
0
Core products
Tlmb“(ffrt")d“““’“ 2,250,564.94 2,444,646.57 108.62 | 1,779,387.35 1,779,387.35
Timber Sales (cft.) 1,704,130.21 2,111,881.00 123.92 2,057,038.83 1,866,326.13
Sand I()r‘;’;)“““’“ 457,683.34 488,937.00 106.83 468,536,17 381,675.11
Sand Sales (m3) 457,683.34 476,667.95 104.15 499,353.98 391,155.96
Stone Production
(cfo) 26,371,816.96 22,262,964.84 84.42 15,109,092.43 23,079,963.83
Stone Sales (cft) 26,647,816.96 26,523,677.94 99.53 13,712,491.35 22,696,454.96
Stonechips Produc- | 1) 45520 2,811,707.44 68.11 3,015,745.57 3,048,134.18
tion (cft)
Stonechips Sales
(cf) 4,128,452.20 1,755,911.29 42.53 2,783,538.52 2,716,767.13
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1.1. Timber

a. Timber production was 2.444 million
cft against the target of 2.250 million cft
and sale was 2.111 million cft against the
target of 1.704 million cft in 2023.

b. Total revenue of Nu. 389.064 million was
earned from the sale of timber in 2023
against the target of Nu. 381.02 million

as compared to revenue earning of Nu.
322.647 million in 2022.

c. The closing stock of log, pole and hakaries
stood at 0.481 million cft. and total sawn

timber and block timber 0.165 million cft.

at the end of 2023.

1.2. Sand
a. Sand production in 2023 was 488,937.00
m3 against the target of 457,683.34 m3
and sale was 476,667.95 m3 against the
target of 457,683.34 m3.

b. Total revenue of Nu.113.959 million was
earned from sale of sand in 2023 against
the target of Nu.112.962 million as com-
pared to revenue earning of Nu.112.335
million in 2022.

c. Achievement in sand against the respective
annual targets was highest for Zhonggar
Region at 142% followed by Sha Region
at 105%. However, in absolute figure,
Sha Region supplied the maximum at
333,365. 56 M3 of sand which constitutes
70% of the total market of 2023. Sha

Branch continues to be the main source

13
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for supply of sand for Thimphu, Wang-
due, Punakha, Tsirang, Dagana, Paro,
Haa, Trongsa, and Chukha Dzongkhags.

1.3. Stone
a. Stone/boulder production in 2023 was 22.262
million cft. against the target of 26.371 million

cft and sale was 26.523 million cft. against the
target of 26.647 million cft.

b. Total revenue of only Nu.236.259 million was
earned from sale of stone in 2023 against the tar-
get of Nu. 405.809 million as compared to reve-
nue earning of Nu.119.489 million in 2022.

c. The achievement in stones against the target
was highest for Zhonggar Region followed by
Phuentsholing Region, and least for Gelephu Re-
gion.

1.4. Stonechips
a. Stonechips production in 2023 was 2.811 mil-
lion cft. against the target of 4.128 million cft.

and sale was 1.755 million cft. against the target
of 4.128 million cft.

b. Total revenue of Nu. 38.753 million was earned
from the sale of stone aggregates in 2023 against
the target of Nu. 80.617 million as compared to
revenue earning of Nu. 48.638 million in 2022.

c. The overall physical achievement was lowest for
stonechips at 42.53% sale.

The board and management would also like to
present the report on NRDCLs other important
activities which arise from its social mandates and

are of long-term significance, as follows:
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Particulars

2022

Achievement Achievement

(Quantity)

)

2022

Achievement

(Quantity)

2021
Achievement

(Quantity)

| Gluedaminated Timber - Pro- |5 ) ) 1473.99 49.13 3,046.00 1,344.14
duction (cft.)
2 Joinery- Production (sq ft.) 313,740.00 412,610.43 131.51 308,999.64 230,297.87
3 Joinery- Sales (sq. ft.) 313,740.00 443,617.68 141.39 338,615.36 213,691.31
4 | Bhutanese Craft/ Conswruction |y 40 00 | 30593 09 273.79 34,812.62 | 6,186.00
Joinery -Production (in Nos.)
5 | Bhutanese Craft/ Construction | ) 440 00 | 26 471,00 237.45 33,985.70 7,450.00
Joinery —Sales (in Nos.)

6 Firewood Production (m3) 30,495.03 47,048.08 154.28 42,149.35

44,477.19
7 Firewood Supply (m3) 30,495.03 44,102.01 144.62 43,850.96
8 Plantation Creation (Ha.) 34.17 28.67 83.90 25.43 53.66
9 Seedling- Production (Nos.) 65,500.00 65,550 100.07 166,284.00 186,846.00
10 Road Construction (km) 17 12.96 76.23 11.62 5.47

1.5. Glue-laminated Timber (GLT) * The revenue earning from sale of joinery

« During the year 2023, 1473.99 cft. beams products was Nu. 33.051 million against the

of various sizes of GLT were produced at target of Nu.36.729 million as compared to

the revenue earning of Nu. 26.139 million

the Glu-lam Unit at Pangbisa, Paro against
in 2022.

the target of 3,000.00 cft. These beams were
produced mainly for supply to the De-su-
1.7. Bhutanese Crafts/ Construction Joinery
* Produced 30,523.00 Nos. of Bhutanese
crafts/construction joinery against the tar-
get of 11,148.00 Nos. and the sale was
26,471.00 Nos. against the target of 11,148
Nos.

ung Skilling Programme (DSP) and other
important Government Projects.

* Glu-lam product is high-end products. Pro-
duction is done based on demand.

1.6. Joinery Products
* Produced 412,610.43 sq. ft. and disposed
443,617.68 sq. ft. of joineries respectively
against the target of 313,740.00 sq. ft. from

* Furthermore, there is no standard products
to scale up the volume through mass pro-
duction. Every product is customized and
this has affected the production efficiency

the Joinery Unit at Ramtokto, Thimphu and

Lingmithang, Mongar. level.
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1.8. Firewood

* Produced 47,048.08 (m3) of firewood
against the target of 30,495.03 (m3) and the
supply was 44,102.01 (m3) against the tar-
get of 30,495.03 (m3).

* Firewood supply was done based on demand
and subject to availability of lops and tops or

forest residue after extraction of prime tim-

ber.

1.9. Plantation Creation
* A total of 28.67 hectares of plantation
was carried out in 2023 against the target
of 34.17 hectares. A total amount of Nu.
5.448 million was spent for the creation

and maintenance of plantation in 2023.

1.10. Seedling Production
* During the year, 65,550 Nos. of seedlings
were produced against the target of 65,500
Nos. in 2023.

1.11. Road Construction
* Roads are constructed for access to the op-
eration sites and to facilitate timber-harvest
which also benefits the local communities at
large. NRDCL incurs huge expenditure in

the construction and maintenance of road.

* During the year, 12.96 km of road con-
struction were constructed and complet-
ed against the target of 17 km at a cost of
Nu. 13.491 million. Approximately, Nu.

5.359 million was spent on maintenance.

Highlights of initiatives taken for fulfilment of
its mandates
1.For fulfilment of the company’s mandate of

makings resources available, accessible and af-

15
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fordable, the Board endorsed the purchase of fol-

lowing machineries:

* Procurement of five more sand-dredging
boats for Sha by November, which helped
relieve the demand for dredged sand, and
this is going to ease the pressure during the

monsoon in 2024 and beyond;

Procurement of a power-sieving machine
worth Nu. 10.25 million and its deployment
under the Gelephu Region in November to
help boost the boulder export. A study after
a month of operation showed 34% higher
efficiency in production, 3% less expense,

and 27% decrease in unit cost; and

* Procurement of four Wyssen Skyline Crane
type W-40 (2000m/4t) along with the ca-
bles.

2. An MoU was signed between DoFPS and
NRDCL on May 22, 2023. Though this MoU,
NRDCL is mandated to carry out and play lead
role in timber-marketing and distribution with
enhanced autonomy to ensure that timber, sand
and stone are made accessible, affordable and
available to all customers. The earlier Timber Ex-
traction and Distribution Modalities, 2019 was
repealed with the signing of this MoU. The MoU

will be reviewed annually;

3. Continuous follow-up on collection of sundry
debtors had facilitated the Management to mon-
itor and manage the debt efhiciently;

4. Towards the third week of August, an initia-
tive to clear the backlog of sand orders was taken
under the guidance of CPD, DHI which helped
monitor and clear the pending orders smoothly,

improving customer service and satisfaction; and
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5. A bulk sale of 300,000 MT of boulders from
Phuentsholing was executed with M/s Ugen
Yoezer Supply at Nu. 280/MT, which was a
huge success, in view of the fact that the boulder
export to Bangladesh was very poor.

Other activities

1. With the country opening up the export of
timber even in log form to improve its foreign
exchange position, NRDCL undertook scientif-
ic thinning activities towards the last quarter of
the year as part of the nation’s initiative to pilot
timber export business. NRDCL operated two
areas viz; RTC sites and Yusinpang Hontsho sites,
wherein it harvested 142,213 Cft of log/poles and
exported 6,364 cft of logs;

2. With the country all set to pursue timber ex-
port business, the timber production target is ex-
pected to increase to 12.05 million cft annually
from the existing 2.00 million cft annually, which
is a many fold increase and need to increase the
capacity was felt. Being cognizant of the need to
make investment to enhance the capacity, the
Board approved the Timber Export Project that
would require investment of Nu. 1,715 million
which mainly includes the procurement of 60 ca-
ble cranes and 48 loaders besides other machin-

eries;

3. To make more productive use of lops and tops
that would be generated during timber harvesting
activities, the NRDCL management in collabo-
ration with DHI procured and established a pilot
charcoal plant at Ramtokto. The charcoal plant is
expected to become operational towards the first
quarter of 2024;

4. The management is exploring technology of

heat treatment and compression for producing

16

high-quality timber;

5. The sand-dredging site at Rinchengang had
been stopped by the Dzongkhag Administration
of Wangdue Phodrang in the beginning of the
year. Upon earnest request in the face of high
pressure during the summer of 2023, the Dz-
ongkhag kindly granted its consent to dredging
again at the site, and the work and supply of sand

therefrom began in November;

6. In view of lack of sand source in Phuentshol-
ing, the Management requested CDCL for a site
at the PTDP area, which they kindly obliged in
December 2023. With this, it is hoped that sand
supply in Phuentsholing will be boosted in 2024;

7. Upon consultation and agreement from the
Gyalsung Project authority at Tareythang, Ge-
lephu, the Stone-crushing Plant at the site was
shifted to Bhur in September. The relocation was
carried to boost production and sale of aggregates
looking at the prospect of catering to export mar-
ket. However, the relocation took time consider-
ing requirement for clearances, civil works, pow-
er installations, and re-assembling of the plant

which required many repairs; and

8. To ease pressure on firewood and also as a part
of Corporate Social Responsibility, NRDCL has
initiated the production and supply of briquettes
from October 2004. However, with the dwin-
dling demand for the briquette resulting from
the people’s preference for green kitchen and the
unit operating purely for social and environmen-
tal causes incurring loss to the company, the bri-
quette unit at Ramtokto was closed down. Fur-
thermore, during the year, the production and
supply of woodchips was discontinued due to

lack of market.



Key challenges

1. The forest fire on January 23, 2023 at Longc-
hu FMU razed the two departmental cable cranes
along with 1000 acres of forest hampering the
achievement of production target from the FMU.
The timber production target of Longchu FMU
was 119,142.31 cft for the year 2023;

2. As the Punatsangchu swelled in the monsoon
(as it does every year), sand production slowed to
as low as 7902 M3 in June against 32,391 M3
in March (only dredging), while many days were
also lost with nil production due to flooding. A
boat was also lost to the flood on 31st July 2023;

3. The export of boulders did not see the light as it
was hoped in the beginning of the year. The mar-
ket did not improve and new challenges emerged
in the course of the year. The West Bengal gov-
ernment introduced Suvidha App for registration
of trucks with fee, which delayed transportation
significantly and this in turn aggravated the al-
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ready-bleak export business thereby discouraging
exporters. 'This led to the disappearance of ex-
porters who purchased boulders from NRDCL
from seven in the beginning of 2023, which was
as it is negligible to nil by August;

4. For Gelephu, the export was seriously ham-
pered by the damaged bridge at Ampati, Megha-
laya, which lasted for whole of second and third
quarter. Other challenges included having to
maneuver different situations such as importers’
preference for dumper trucks, different demands
for logistics charges enroute, and importers’ fuss

about prices; and

5. The delay in price revision has a severe impact
on NRDCL's ability to deliver its services effec-
tively.

2. Financial highlights
The highlights of the financial performance of the

company in 2023 is presented below:

Revenue, OpEx, PAT and Dividend trend

Nu. in million

Particulars 2023 2022 /(D) (D)
-Nu - %
Revenue
Sales 896.70 725.87 170.83 23.53%
Other Income 29.32 29.33 (0.01) -0.04%
Total 926.02 755.20 170.82 22.62%
Expense
Cost of sales 803.70 699.52 104.18 14.89%
Operating expenses 89.16 81.05 8.11 10.00%
Total 892.86 780.58 112.28 14.38%
Profit before tax 33.16 (25.37) 58.53
Tax (assessed) 14.10 2.83
Profit After Tax (PAT) 19.06 (28.20) 47.27
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Opverall revenue for the company has increased by
Nu. 170.82 million compared to 2022. Revenue
growth is attributed to the increase in revenue
from the sale of timber, stone, and forest residues.

Highlights of the factors deterring the revenue
growth are:

i) Non-revision of timber prices as provisioned in
the 2023 budget has resulted direct financial impli-
cation of Nu. 55.85 million. Prices are one of the
main revenue growth drivers for the company. Prices
for timber, sand and stone were last revised in 2020.

ii) The export market for stone remained very low,
resulting in gross underachievement in the sales tar-
get for stone.

The cost of sales and operating expenses has in-
creased by Nu. 104.18 million and Nu. 8.11 mil-
lion respectively compared to 2022.

Overall percentage growth in revenue during the
year is 22.62% compared to 14.38% growth in
expenses. As a result, the company has earned a
profit before tax of Nu. 33.16 million compared
to a loss of Nu. 25.374 million in 2022.

Financial summary for five years

Nu in million

Year 2019 2020 2021 2022 2023 CAGR
Revenue 787.39 630.32 764.15 755.20 926.02 4.14%
Expenses excluding dep. and interest | 637.13 524.88 653.01 683.93 792.66 5.61%
Tax 26.83 7.28 6.16 14.10
Profit After Tax (PAT) 51.57 12.13 1.08 (25.37) 19.06
Dividend 6.75 9.00
Revenue per employee 1.89 1.40 1.44 1.59 2.00
PAT per employee 0.12 0.03 0.00 (0.05) 0.04
Number of employees 417 450 531 476 463
Revenue composition trend in % - Product-wise
Particular 2019 2020 2021 2022 2023
Timber 43.85% 46.91% 41.25% 40.40% 40.12%
Sand 31.63% 30.03% 13.17% 15.48% 12.71%
Stone 9.58% 5.31% 16.74% 16.46% 26.35%
Stonechips 2.37% 3.37% 6.62% 6.70% 4.32%
Joinery 1.11% 2.13% 10.75% 9.56% 5.71%
Orhers 11.45% 12.25% 11.47% 11.40% 10.79%
100.00% 100.00% 100.00% 100.00% 100.00%
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* In the past five years (2019 to 2023), revenue has grown from Nu. 787.39 million to Nu. 926.02
at a compounded annual growth rate (CAGR) of 4.14% only. The major increase in revenue is
seen in 2023, amounting to Nu. 170.82 million, an 18% increase from 2022.

* The moratorium imposed by RMA has slowed down the construction industry, directly affecting
the demand for construction materials.

* Timber and timber-related products constitute a major contributor to the overall revenue. Reve-
nue generation from mineral products such as sand, stone and stonechips has fluctuated year-on-
year. Revenue from sand has decreased since 2021 because of the segregation of transportation

costs from the revenue from sale of sand.

Summary of expenditure for five years

Nu in million

Particular 2019 2020 2021 2022 2023
OpEx 640.21 524.88 653.01 683.93 792.66
Depreciation 69.58 84.03 97.68 87.50 83.69
Finance cost 6.24 2.01 6.21 9.15 16.51
CapEx 87.86 125.10 122.60 94.87 71.55
Total 803.89 736.02 879.50 875.45 964.41

* The Compounded Annual Growth Rate for OpEx in the past 5 years is 5.61% higher than the
percentage growth for revenue. Price is one of the main revenue growth drivers for the company,

whereas the prices for timber, sand and stone were last revised in 2020.

* The company noted a fluctuating trend in the capital expenditure (CapEx) in the past 5 years
depending on the need for and nature of investment.

Revenue and OpEx growth comparison

There is a direct correlation between OpEx growth and reduction in PAT. The OpEx growth in 2023
is 16%, lower than revenue growth of 23%, as a result, the company had made fairly a good profit.

Particulars 2019 2020 2021 2022 2023
Revenue 16% -20% 21% -1.17% 23%
OpEx 15% -18% 24% 3.13% 16%
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Summary of Cash Flow for five year

Nu in million

Particulars 2019 2020 2021 2022 2023
Cash inflow/(outflow) from Operating activities 66.78 20.89 54.76 32.75 (283.24)
Cash inflow/(outflow) from Investing Activities (94.83) (124.04) (67.73) (91.48) (81.99)
Cash inflow/(outflow) from Financing Activities 17.05 85.37 31.89 45.78 556.77
Increase/(Decrease) in cash (11.01) (17.78) 18.92 (12.95) 191.54

* In general, the cash flow trend shows cash inflow from Operating Activities, indicating that the
company generates enough cash to meet its operating activities. However, in the financial year
2023, there is a huge negative cash flow of Nu. 283 million from Operating Activities, which
resulted from a huge advance payment to suppliers amounting to Nu. 368 million on account of

the purchase of logging equipment.

* There is a net increase in cash by Nu. 191.54 million as a result of Nu. 600 million inter-corpo-
rate loan availed from DHI to finance the investment in logging equipment for the new timber

project to extract 12 million cft annually.

Key Financial Ratios

A. Ratio Assessing Profitability

Ratio

Numerator - 2023  Denominator - 2023 2023
1 Return on Investment 48,657,701 638,484,043 7.62 (3.37)
2 Operating Profit 49,670,291 896,695,977 5.54 (2.57)
3 Net Profit Ratio 33,160,177 896,695,977 3.70 (3.50)
B. Ratio for Assessing Financial Health Ratio
SL. No Ratio Numerator - 2023  Denominator - 2023 2023 2022
1 Capital Turnover Ratio 896,695,977 603,899,746 1.48 1.14
2 Fixed Assets Turnover Ratio 896,695,977 391,068,074 2.29 1.79
3 Stock Turnover Ratio 804,622,054 288,061,317 2.79 2.38
4 Current Ratio 1,115,294,428 801,047,050 1.39 2.92
5 Liquid Ratio 823,928,396 801,047,050 1.03 1.23

With better financial performance in 2023 compared to 2022, ratio for both assessing profitability and

financial health has improved.
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3. Audit Report

The company’s books of accounts for the financial year 2023 were audited by Jigme Audit and Fi-
nancials Pvt. Ltd, Thimphu. For the financial year, the company did not have any material audit ob-
servation in Audit report. Under the Management Appraisal Report, few observations were reported
mainly on account of outstanding debtors 2023, undisposed timber off-cuts (905.73 m3) and Granite
boulders (404,275.65 Cft).

4. Dividend

In view of the current financial situation and difficulties faced by the Company, the Board during its
111st meeting held on March 12, 2024 endorsed the submission of management i.e., not to declare
dividend for the year.

5. Corporate Governance
The company complied with the requirements of the Companies Act of Bhutan 2016, Corporate Gov-
ernance Code of DHI and other statutory requirements.

In 2023, the NRDCL Board comprised of six Board Directors, including the Chairman and CEO.

During the year, the company had seven Board meetings.

The Board sub-committees such as the Board Audit Committee and Board Human Resources Com-
mittee met as and when required, to make recommendations to the full Board for its decision-making.
Three Board Audit Committee meetings and three Board Governance Committee meetings were held

in 2023 maintaining the quorum requirements in accordance with the Companies Act 2016 and DHI

CG Code.

6. Corporate Social Responsibility (CSR)

In 2023, NRDCL incurred a total of Nu. 10.739 million in CSR initiatives. The noteworthy high-
lights of these initiatives are as follows:

a. Special Projects

* Under the directive received from ADCs and the esteemed office of Their Majesties, NRDCL
diligently engaged in extending support to Projects initiated by Their Majesties. The services
includes providing of machinery and manpower at various locations, for duration of 86 days
amounting to Nu. 237,360/-per year.

* In recognition of the importance attributed to the National Project, NRDCL facilitated the leas-
ing of a 70 TPH Stone Crushing Plant to Gyalsung Infra Project at Khotokha at a very minimal

rate, forgoing potential revenue of Nu. 9.60 million.
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b. Firewood supply

For the cremation purpose at Hejo retail outlet, firewood was supplied through NRDCL making such
products readily available and affordable to the public. The company supplied a total of 831.50 m3 of
firewood as part of CSR.

c. Donations

In the year 2023, NRDCL demonstrated its dedication to actively engage in a range of charitable ac-
tivities, exemplifying its commitment to social causes. Key highlights of these contributions include:

* A monetary donation of Nu. 61,481.91 was made towards funeral expenses for the victims of the

Kalabazar fire incident in Thimphu that occurred in September 2023;

* NRDCL waived conference hall hire charges totaling Nu. 350,000.00, in support of educational

initiatives aimed at facilitating PE exam;

* In February 2023, a Semso contribution of Nu. 40,000 was extended to aid three victims affected
by a fire incident in the Thimphu Unig

* NRDCL donated Nu. 50,000.00 to the Tshokey Dorji Foundation for Kurim at Kuenselpho-

drang, Thimphu, in support of community development projects; and

* In honor of the National Day Celebration, NRDCL donated firewood valued at Nu. 15,470/- to
the Bumthang Dzongkhang Administration.

d. Construction and maintenance of forest roads

NRDCL constructs forest roads primarily for timber extraction, benefiting local communities by en-
hancing socio-economic opportunities. These roads, maintained post-operation, facilitate access to
agricultural markets, healthcare, and essential services. Furthermore, NRDCL supports annual main-
tenance of farm roads used for log transportation, enabling communities to commercialize agricultural
products and extract non-wood forest items for livelihood, fostering economic growth and improved
quality of life. Through construction of a Bailey bridge and the FMU road at Chendebji, NRDCL has
benefited 38 households in Chendebji Chiwog under Bumthang Dzongkhag,.

e. Environment Protection and Promotion Activities

NRDCL adheres strictly to the environmental regulations set forth by the Royal Government of Bhu-
tan (RGoB), prioritizing environmental protection and minimizing ecological impact throughout its
operations. Key efforts include employing environment-friendly technologies and processes, such as
mechanized logging and eco-conscious road-construction methods. Also, NRDCL invests in affor-
estation and reforestation initiatives to meet the constitutional mandate of maintaining 60% forest
cover perpetually and ensures sustainable resource management. Moreover, the company conducts

sanitation and salvage operations as necessary to uphold the overall health and hygiene of the forests.
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f. Social and environmental Mandates

* In a demonstration of its commitment to supporting local farmers, NRDCL annually disburses
crop compensation totaling Nu. 396,000 to 17 affected farmers at Tshokhona and Rinchengang
in Wangduephodrang;

* Irrespective of the commercial value of the timber harvest, NRDCL undertook sanitation opera-
tions in areas infested with bark beetles in Uruk and within Wangchuck Centennial National Park
(WCNP) under the Jakar Region. During this operation, NRDCL extracted a total of 205,000

cubic feet of timber.

7. Customer Service
The Customer Satisfaction Index (CSI) for 2023 is 3.71 in the scale of 1-5 as per the Customer Satis-
faction Survey Report. It is the endeavour of the board, management and employees of the company

to render public service in the best way possible.

Our dedication to rendering public service in the most effective and efficient manner remains stead-
fast. We acknowledge the significant responsibilities entrusted to us and are committed to upholding

them with the utmost integrity and diligence.

8. Organizational and Human Resource Management and Development

In 2023, the company emphasized the importance of human capital for organizational success, focus-
ing on development and optimal utilization of its workforce. At the beginning of the year, the HR
strength was 468 (410 regular, 29 contract and 29 ESP) but 53 staff left the company for various rea-

sons. To fill critical vacancies, 49 new staff were recruited, resulting in a year-end HR strength of 464.

Organizational development exercises led to reducing divisions from four to three and expanding
branch offices into regions. Gelephu branch expanded into a region, absorbing activities from other

regions. Employees were redeployed to fill required positions across the company's offices.

Management and leadership changes occurred, including the appointment of a new CEO and General

Managers for Mineral Resources and Forest Resources Divisions.

Efforts continued to develop HR capacity, including hands-on training for field staff to handle the
ERP system effectively and training for machine operators and helpers on new machinery. However,
major training programs planned were not fully implemented due to financial challenges faced by the

company in 2023.
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9. Way forward

As we enter 2024, we are eager to witness the development of the construction industry on a broad
scale. The NRDCL board and management are committed to exploring innovative strategies and
initiatives to elevate the company’s performance and enhance its contribution to the nation’s ongoing

growth.
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For and on behalf of the board.
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(Karma Tshiteem)
Chairman
NRDCL
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CORPORATE GOVERNANCE REPORT
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It is the NRDCL Board’s and Management’s continuing endeavour to engage in good corporate gov-
ernance practices. Accordingly, the company is mostly compliant with the requirements of the Com-
panies Act of the Kingdom of Bhutan 2016, Corporate Governance Code of DHI and other statutory

requirements.

Board composition

The Board of Directors are entrusted with the crucial responsibility of management of general affairs,
strategic direction and performance of NRDCL. To that effect, it is vested with the requisite powers,

authorities and duties.

In 2023, the NRDCL Board comprised of six Board Directors, including the Chairman and the CEO.
The details of each Board Directors are provided below:

Appointment to

Name Role Profile

present term

Dasho Karma Tshiteem Chairman Fo.rn.ler ClTalrp erson,' . March 2021 2nd
Royal Civil Service Commission
Independent Chief Executive Officer,
. Rinzi ji h 2021 1
Mr. Rinzin Dorji Non-Executive Bhutan Agro Industries Ltd March 20 St
Mr. Karma Tenzin Indep endex.n . Zlm.P on\Wogma, . November 2020 Ist
Non-Executive His Majesty's Secretariat
Mr. Chencho Non-Indep enc'lent, .DerCtOI‘, . March 2021 1st
Non-Executive Cabinet Secretariat
. Non-Independent, Associate Director, .
Mr. Ugyen Wangdi Non.Executive CPD, DHL April, 2022 Ist
Non-Independent Chief Executive Officer,
Mr. Ji ‘Thinl ly 202 1
r- Jigme Thinley Executive NRDCL July 2023 st

The size, composition and number of indepen-
dent 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 attended all board meet-
ings, except when the CEO’s terms and condi-
tions are being evaluated. The CEO reported to
the Board on the operation, management and

performance of the company. Other members of
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the management team attended as and when re-
quired in order to provide the board with required
information. The Board is assisted by a Company
Secretary who is not a member of the Board.

Notices including agenda with the necessary in-
formation and reference materials are sent to
Board Directors before the meetings in keeping
with the requirements of the CG Code. Addi-
tional meetings were held on shorter notice in the

case of exigencies.
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Board Meetings

In total, NRDCL held seven Board meetings in 2023, maintaining the quorum requirements and the
gaps between the meetings not exceeding three months in accordance with the Companies Act 2016

and DHI CG Code. Details of Board meetings and Board Directors' attendance were as follows:

Meeting No. Date Members Present Apologies

1. Dasho Karma Tshiteem
2. Mr. Karma Tenzin
103rd 6th March 2023 3. Mr. Rinzin Dorji 6. Mr. Chencho
4. Mr. Ugyen Wangdi
5. Mr. Sonam Chophel

1. Dasho Karma Tshiteem
2. Mr. Rinzin Dorji
104th 17th April 2023 3. Mr. Chencho 6. Mr. Karma Tenzin
4. Mr. Ugyen Wangdi
5. M. Jigme Thinley

1. Dasho Karma Tshiteem
2. Mr. Rinzin Dorji
3. Mr. Karma Tenzin
4. Mr. Chencho
5. Mr. Ugyen Wangdi
6. Mr. Jigme Thinley

1. Dasho Karma Tshiteem
2. Mr. Rinzin Dorji
106th 27th June 2023 3. Mr. Chencho 6. Mr. Karma Tenzin
4. Mr. Ugyen Wangdi
5. M. Jigme Thinley

1. Dasho Karma Tshiteem
2. Mr. Rinzin Dorji
3. Mr. Karma Tenzin
4. Mr. Chencho
5. Mr. Ugyen Wangdi
6. Mr. Jigme Thinley

1. Dasho Karma Tshiteem
2. Mr. Rinzin Dorji
3. Mr. Karma Tenzin
4. Mr. Chencho
5. Mr. Ugyen Wangdi
6. Mr. Jigme Thinley

105th 15th May 2023

107th 31st July 2023

108th 10th October 2023

1. Dasho Karma Tshiteem
2. Mr. Rinzin Dorji
3. Mr. Karma Tenzin
4. Mr. Chencho
5. Mr. Ugyen Wangdi
6. Mr. Jigme Thinley

109th 2nd November 2023

26



ANNUAL REPORT 2023

Board Committees and meetings

Three Board Committees are formed to assist the Board in executing its responsibilities. The power
and responsibilities of each Committee was established in the applicable Committee Charter, which
was approved by the Board. The Committee Charter outlined the terms and responsibilities of the
committee. Board committees did not have a legal standing or a distinction from the Board itself, and

worked 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 was comprised of two independent non-executive Directors as members
and three meetings were held in 2023.

Meeting No. Date Members Present Apologies
1. Mr. Karma Tenzin
42nd 3rd May 2023 2. Mr. Ugyen Wangdi
1. Mr. Karma Tenzin
43rd 26th July 2023 2. Mr. Ugyen Wangdi
44th 27th October 2023 1. Mr. Karma Tenzin

2. Mr. Ugyen Wangdi

2. Board Human Resources Committee: Its primary responsibility is to review, monitor and make
recommendation to the Board on the company's human resources related procedures, rules, strategies
and policies of the company to achieve the organization's long-term objectives. It also functions as the

Board Procurement committee for major purchases which are outside the financial authority delegated
to the Chief Executive Officer.

The Board Human Resources Committee was comprised of three Directors as members including
Chief Executive Officer and three meetings were held in 2023.

Meeting No. Date Members Present Apologies

1. Mr. Rinzin Dorji
58th 12th July 2023 2. Mr. Chencho
3. Mr. Jigme Thinley

1. Mr. Rinzin Dorji
59th 12th August 2023 2. Mr. Chencho
3. Mr. Jigme Thinley

1. Mr. Rinzin Dorj
2. Mr. Chencho
3. Mr. Ugyen Wangdi
4. Mr. Jigme Thinley

60th 24th August 2023
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3. Nomination and Governance Committee: The NGC for the selection of CEO is carried out by the

Board with board members representing from the DHI. 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. No NGC meeting was conducted in 2023 as there was no requirement.

Board Fees and Remuneration

The Board of Directors of the company received sitting fees for their participation in Board meetings
and Board Committee meetings. The Fees and remuneration paid to the CEO and Board of Directors
in 2022 are as follows:

# Particulars/Details Remuneration & other benefits (Nu) Sitting Fees (Nu)
1 Board of Directors - 460,000.00
2 Chief Executive Officer 2,271,612.00 92,000.00
Total 2,271,612.00 552,000.00
Annual General Meeting tion of Statutory Auditors

The 16th Annual General Meeting was held on
17th March, 2023 which was attended by the
Shareholder, Board Directors and the key mem-
bers of the management team. The 16th Annual
General Meeting transacted the following busi-

ness items:

a. Ratification of Minutes of 15th Annual
General Meeting

b. Consideration of the Audited Accounts
for the financial year ended 31st Decem-

ber 2022, Auditors' Report and Directors'
Report

c. Dividend 2022

d. Appointment of, and fixing the remunera-

e. Declaration of remuneration paid to Chief
Executive Officer and Directors

g. Consideration of the Annual Compact
Evaluation Report and declaration

of PBVA based on the outcome of the Annu-
al Compact 2022

h. Consideration of appointment/retirement
of Board Directors

i. Change in Share Capital

Extraordinary General Meeting

No extraordinary General meeting was held in

2023.

28



BUSINESS CODE OF CONDUCT

Natural Resource Development Corporation
Limited (NRDCL) is committed to implement-
ing its Business Code of Conduct to strengthen
and promote integrity. The company embraces
honesty, transparency and legitimacy in all trans-
actions and actions and strive for the highest level
of ethical standards, morality and integrity within
the organization.

Integrity is one of the fundamental values of the
NRDCL and every employee, officer and the
management acts towards achieving high levels
of integrity at all times. Thus, the business code
of conduct enhances and ensures the practice of
high levels of integrity, transparency and honesty
by every individual at every level in the company.

The code also serves as a valuable reference for
helping employees locate relevant documents,
services and other resources related to ethics.

RISK MANAGEMENT
CONTROL SYSTEMS

AND INTERNAL

As part of good corporate governance, NRD-

CL's Risk Management report provides for a

ANNUAL REPORT 2023

framework for the management of the company’s
business risks. The key risks, which may hinder
the achievement of the company’s objectives are
identified, assessed, evaluated and compiled in a
risk register.

The company is actively engaging in risk manage-
ment practices, ensuring that risks are identified,
assessed, and addressed in a systematic manner.
By regularly updating the Risk Register and fol-
lowing the risk framework, the company aims to
effectively manage and mitigate potential risks to

its operations and overall performance.

The risk register is reviewed on a yearly basis and
mitigation action plans are proposed and imple-
mented. The risk register is reviewed by the Board
and submitted to the Shareholder.

POLICIES AND PRACTICES OF CEO AND
BOARD EVALUATION

The evaluation of Board Directors and CEO have
been carried out for the financial year 2023 as per
the existing policies and practices of DHI and
DHI owned companies.
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INDEPENDENT AUDITORS’ REPORT
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AUDIT REPORT ON THE FINANCIAL STATEMENTS OF
NATURAL RESOURCES DEVELOPMENT CORPORATION
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MATURAL RESOURCES HVELOFMTNT CORPMOEATION LIMITED
Statement of Comeprehensive Income for the period reded 71 Decomber 3021
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NATURAL REEQLURCES DEYELOPMENT CCHRMORATION LIMITEDY
Saiement of Cash Pl fon the pear ended 11 Dvsember 2023
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