Bhutan Board
Products

Limited

2024

Annual

REPORT

HO, Phuentsholing
Board Factory: Darla
RTAF Factory: Pasakha

Furniture Showroom: Phuentsholing -
Thimphu

M info@bhutanboard.com

@ www.bhutanboard.com

Annual Report 2024 1 www.bhutanboard.com




TABLE OF
CONTENTS

Content Page No

1.Year in Review 3-14

1.1 From the desk of Managing Director 4

1.2 About the Company 5-7

1.3 Board of Directors 9-12

1.4 Management Team 13-14
2. Director’s Report 16- 24
3. Corporate Goveranace Report 26 - 31
4. Audited Financial Report 2024 32-94




1. YEAR IN REVIEW

www.bhutanboard.com




1.1.. FROM THE DESK OF
MANAGING DIRECTOR

As I reflect on the journey of Bhutan Board Products
Limited (BBPL) through 2024, I am both humbled and
inspired by the resilience and determination that have
defined our path. This year presented an array of
challenges from geopolitical disruptions in India and
Bangladesh to intensified market competition and
internal operational hurdles. Yet, amidst these
adversities, BBPL has not only endured but also laid

the groundwork for a stronger, more innovative future.

The volatile external environment, marked by India’s general elections and political instability in Bangladesh,
significantly impacted our export-driven operations, which account for 79% of our business. Coupled with
domestic challenges such as a sluggish construction sector and rising input costs, these factors tested our
agility. Internally, aging infrastructure at our Darla Board Factory led to production setbacks, while
competition from MDE, plywood, and particleboard manufacturers intensified. Despite these headwinds,
BBPL achieved a modest net profit of Nu. 4.88 million, a testament to our strategic interventions and
unwavering commitment to excellence Our financial performance, while falling short of expectations with
total operational revenue of Nu. 287.98 million, showcased pockets of strength. Furniture sales exceeded
projections by 110.58%, reaching Nu. 52.64 million, driven by strategic wins such as large-scale school
furniture projects and wardrobe supplies to Gyalsung Academies. Particleboard sales, though impacted by
export challenges, remained the backbone of our revenue at Nu. 215.86 million. These results underscore our

ability to pivot and capitalize on domestic opportunities while navigating export market constraints.

Operationally, we faced a 10.49% decline in raw board production and a 7.20% drop in laminated board
output due to increased downtime and raw material shortages. However, our furniture production surged,
reflecting our focus on capturing the high-margin domestic market. Our forestry operations also made strides,
leveraging scientific thinning to secure cost-effective raw materials and reducing reliance on private forests,

aligning with our sustainability goals.

Looking ahead, we are poised to transform challenges into opportunities. Our strategic roadmap includes
securing BIS certification to strengthen our position in the Indian export market, upgrading critical machinery
to enhance production reliability, and expanding our furniture portfolio through bold B2B and B2C
initiatives. We are also exploring diversification into shuttering ply to tap into the growing construction sector
and introducing premium particleboard variants to counter competitive pressures. These efforts, coupled with
prudent cost management and a focus on sustainability, will

drive long-term growth and profitability.

With optimism and resolve, I look forward to a transformative 2025, as we continue to build a resilient,

future-ready BBPL that delivers value to all stakeholders.

With warm regards,

Sherab Namgay
Managing Director
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About BBPL

1. Background

The company was incorporated under the Companies Act in 1983 as one of the largest manufacturing units

in Bhutan. The Tala factory was operationalized in 1988 and the Pasakha Furniture Factory was

operationalized in 1991.

Bhutan Board Products Limited (BBPL) is a DHI linked Company. It was established with primary mandate

of value addition to scarce forest resources, as a Joint Venture Undertaking between Royal Government of

Bhutan and private promoter Company, M/s H& K Co., on the basis of 80:20 ownership.

2. Share Capital

S/N Particulars No. of Shares | Value (in Nu.) %o
1 | Authorized Capital - | 150,000,000.00 -
2 | Face Value of each share - 10.00 -
3 | Total No. of Shares issued 14,000,140 | 140,001,400.00
4 | Shares of Druk Holding and Investments (DHI) 6,683,340 66,833,400.00 47.7
5 | Shares of Financial Institutions:
(a) | Bank of Bhutan (BOB) 1,724,000 17,240,000.00 12.3
(b) | Royal Insurance Corporation of Bhutan (RICB) 118,300 1,183,000.00 0.8
(c) | Bhutan National Bank (BNB) 14,000 140,000.00 0.1
6 | Shares of Zhung Dratshang 829,500 8,295,000.00 5.9
7 | Shares owned by Hing & Kong Company (H&K Co) 480,000 4,800,000.00 3.4
8 | Shares owned by others
(@) | Royal Bhutan Army 294,000.00 2,940,000.00 2.1
(b) | Shares owned by the BBPL. Employees. 11,500.00 115,000.00 0.1
(c) | Shares owned by the private individuals. 3,845,500.00 38,455,000.00 27.5
14,000,140.00 [ 140,001,400.00 100.0
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3. Factories

The Particle Board Factory in Darla is equipped with sophisticated machineries imported from
SIEMPELKAMP, Germany. The Plant consumes raw wood extracted from forest land leased to the
Company as the primary raw material to produce medium density (graded) plain particleboards and pre-
laminated particleboards conforming to German DIN. The products are also certified by Bhutan

Standards Bureau.

BBPL’s Furniture Factory is located at Balujhora, Pasakha about 15 Kms away from Phuentsholing. The
Unit produces two ranges of furniture prefabricated from particleboards- Home and Office range with
knockdown features and hardware imported from Malaysia and Singapore. The furniture is designed on

machinery and equipment from BIESSE, Italy.

4. Human Resources
The company currently employs 274 people with bulk of the employees being skilled but primary and
secondary education. Except for two employees in the export market, rest of the employees are

Bhutanese.

The company currently engages about 19 contractors, including wood raw material suppliers, firewood
transporters and 6 machine operators to extract firewood from the plantation areas managed by the

company, executing works worth Nu.32.20 million during the year.

5. Key Markets
The two primary finished products - Particleboards and Furniture- are marketed mostly in India (about
85%) and the balance 15% in the local market of Bhutan.

6. Other projects

The company's foray into timber extraction and supply, along with its diversified revenue streams in
organic manure production, tree sapling sales and exemplifies its commitment to sustainable business
practices and environmental stewardship. Through these strategic initiatives, the company not only aims
to enhance its revenue but also contributes to forest conservation, soil fertility enhancement, and
sustainable development goals. By aligning its business activities with societal and environmental needs,

the company positions itself as a responsible corporate entity driving positive change in the community.

End
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Board Directors visit to thinning site at Chanachen, Gelling Geog
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MR. UGYEN PENJORE Mr. Ugyen Penjore has a Bachelor Degree in

Chairman Science from University of Adelaide, West Australia and a
Master Degree in the same discipline from Cranfield
University, United Kingdom. He joined Ministry of
Agriculture and Forests as Assistant Research Officer in
April 1992. He served as Director, Department of Cottage
and Small Industry ,Ministry of Economic Affairs from July
2011 till July 2016. Prior to his current position, he served as
the Director General in Department of Agriculture
Marketing and Co-operatives, Ministry of Agriculture and
Forests. Currently, he is the Director General, Competition
and Consumer Affairs Authority under the Ministry of
Industry, Commerce and Employment. He has long year of
experience as board directors in several agencies.

Mr. Ugyen Penjore serves as the Chairman on BBPL Board.

MRS. KARMA CHODEN

Board Director

Ms. Karma Choden is the General Counsel of Druk Holding and
Investments Limited. She earned her LL.M from Queensland University
of Technology from Brisbane, Australia in July 2010 and Post Graduate
Diploma in National Laws from Royal Institute of Management,
Semtokha in June 2006. She completed her B.A,LLB(Honors), from
Govt. Law College, Mumbai.

She serves as non-executive director on the board.

MR. PHUNTSHO RABSEL DOR]JI

Board Director

Mr. Phuntsho Rabsel Dorji works for the Gelephu
Mindfulness City project under His Majesty’s Secretariat. He
was previously an entrepreneur and consultant with interests
in social entrepreneurship, education, and tourism. He is
passionate about the issues around Bhutan’s transformation
and arrival on the global stage, including the development of
entrepreneurship education, advancement of emerging
technologies, and the creation of new industries. He has a
Bachelor’s Degree from St. Stephen’s College in India, and an
MBA from the University of Geneva in Switzerland.

He serves as non-executive director on the board.
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DR. DAMBER S KHARKA

Board Director

Dr. Damber S Kharka has a PhD in Financial Economics.
Prior to his current position, he served for 13 years at DHI
as the Director of Corporate Performance Department, and
Royal Institute of Management (RIM) for 19 years as a
faculty member. He is an economist by profession and a
certified trainer in Corporate Governance and several other
management disciplines. He has long years of experience as
board director in several companies across industries in
Bhutan and has significantly contributed to the growth of
the companies.

He serves as the Independent Director on BBPL Board.

MR. PAYMA JUMTSHO WANGCHUK

Board Director

An IT professional by trade and over 15 years of diverse experience,
he worked in the private sector, corporations and own
entrepreneurial ventures from 2008. He has experiences in various
roles, spanning from application development, ERP implementation,
project management and leadership positions. He is currently
working in Gerab Nyed-Yon Limited as Senior Analyst.

He serves as non-executive director on the board.

MR. DRUYANG DORJI

Board Director

Mr. Druyang Dortji works in a family business, M/S
Shangrila Enterprise, which is one of the biggest cold
stores set ups in the country, from 2006. He also serves as a
Ditrector on board of M/s Shangri-La Enterprise Private
Limited and now heads a new FDI Project, M/s Thai
Bhutan Biotech Project for production of medicinal
mushrooms and manufacture of medicinal mushroom
products.

He serves as the non-independent director on BBPL Board.
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MR. SHERAB NAMGAY

Managing Director

Mr. Sherab Namgay is the Managing Director of the
Company. He obtained his Master of Business
Administration (MBA) from Curtin University, Australia
and Bachelor’s Degree in Economics from PSG College of
Arts and Science, India. He is a Certified Balanced
Scorecard Professional focused in strategy formulation and

execution from Balanced Scorecard Institute, USA.

Prior to joining BBPL, Mr. Namgay worked as the
Associate Director at Druk Holding and Investments. In
the past, he served on the board of multiple companies like
BPC, CDCL, DCCL, DPL, ABHL and DML and
participated extensively in various Board Committees. He
also served in the Office of Performance Management, His

Majesty’s Secretariat for three years from 2015-2017.

He serves as the Executive Director on the board of
BBPL.
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Management Team
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DIRECTORS’ REPORT 2024

Dear Shareholdets,
I am honored to present the Directots' Report for the Financial Year 2024.

Performance and Operations Highlights

Fiscal Year 2024 posed significant challenges for BBPL, testing the company's resilience in an
incteasingly volatile market. As an export-driven business with 79% of operations reliant on external
trade, BBPL faced severe disruptions stemming from India's general elections and Bangladesh's
political instability. These external upheavals created an unfavorable economic climate, sending
shockwaves through the company's revenue streams and profitability, factors beyond out control yet
profoundly affecting our operations.

Compounding these external pressures were internal hurdles, including production setbacks due to
aging infrastructure and outdated machinery, alongside sutging raw material and input costs.
Meanwhile, intensified competition intthe export matket from MDF, plywood, and local particleboard
manufacturers, offering superior pricing and diversified product options, further strained the
company's market position. Domestically, a slump in the construction industry dampened
particleboard sales, while imported furniture added to the competitive landscape in the furniture

segment.

Despite these formidable challenges, BBPL demonstrated resilience, securing a modest profit through
timely and strategic interventions. This period of adversity underscores the necessity of continuous
innovation and adaptability - key drivers for sustaining growth and maintaining a competitive edge in
an evolving market. *

Financial Highlights

In 2024, the company’s total operational revenue stood at Nu. 287.98 million, reflecting a shortfall of
26.57% against the budgeted Nu. 392.18 million. Board sales contributed Nu. 215.86 million, falling
shott of the budgeted Nu. 270.00 million by 20.05%. Conversely, furniture sales significantly
outperformed projections, reaching Nu. 52.64 million, exceeding the budgeted figure by 110.58%.
However, timber sales remained substantially below expectations at Nu. 13.68 million, compared to
the budgeted Nu. 93.18 million. Other revenue streams, including manure sales, nursery sapling sales,
miscellaneous sales, and rental income, totaled Nu. 5.79 million, surpassing the budgeted Nu. 4.02
million. Despite these challenges, the company achieved a net profit from continuing operations of
Nu. 4.88 million, falling shott of the budgeted Nu. 19.05 million after tax.

As of December 31, 2024, the company’s total assets stood at Nu. 1,270.68 million, financed through
Nu. 1,054.49 million in equity and Nu. 172.16 million in debt. The net worth increased by Nu. 261.39
million, primarily due to the revaluation of biological assets.

Production Highlights
1. Particle Board Production:

In 2024, the production of raw boards declined, with 170,322 sheets produced, marking a decrease
of 10.49% compared to the previous year. Similatly, the production of laminated boards totaled

1 V BHUTAN BOARD PRODUCTS LIMITED |
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143,683 sheets, a decrease of 7.20% from the prior year. This reduction in production can be
attributed to an increase in downtime, which rose from 5,281.10 hours to 5,572.25 hours. The
downtime was caused by disruptions in export market dispatches due to India's general election,
as well as shortages of firewood raw matetials, spate parts, and other key raw materials.

The specific production figures for the Darla Board Factory ate:

S/N Particulars 2024 2023 Remarks

1 Raw Board (in pcs) 170,322 | 188,184 |  (10.49%)
2 Laminated boards (in pes) 143,683 | 154,020 (7.20%)
3 Plant Capacity utilization - Laminated (%) 64.94 41.29 23.65%
4 Total Down time (in hrs) 557225 | 52811 (5.22%)

2. Furniture Production:

In 2024, the Pasakha RTAF factory made significant progress in furniture production, completing a
total of 9,094 sets. Of these, 8,781 sets wete categorized as standard furniture, reflecting a substantial
increase of 44.26% compared to the previous year. However, the production of customized furniture

saw a sharp decline of 280%, with only 313 sets produced, mainly because of the change in the
definition of customized and standard furniture.

Below are the production figures for 2024 in comparison to the preceding year:

S/N Particulars 2024 2023 Remarks
1 Standard furnitute - 8,781 4,894 44.26%
Customized furniture 313 1,191 (280%)

The sutge in total furniture production in 2024 was fueled by strategic breakthroughs, including large-
scale school furniture refurbishment projects, substantial deliveries of tables and chairs to schools
under Phuentsholing Thromde, and the successful supply of wardrobes to Gyalsung Academies,
achieved after rigorous price negotiations and stringent quality approvals.

Recognizing the immense potential of the domestic furniture matket and its superior profit margins,
the management has launched bold initiatives to solidify our market dominance. A landmatrk B2B
Memorandum of Understanding was executed with key agencies, state-owned enterprises, and
corporations, laying the groundwork for continued expansion in the coming year. This marks just the
beginning of our relentless pursuit to broaden our furniture portfolio, seamlessly integrating it with
our particleboard products to capture untapped market opportunities.

Out commitment to innovation remains steadfast. Through dedicated research and development, we
continuously push design boundaries to align with evolving consumer preferences. A significant
milestone was the successful development of locally manufactuted kitchen cabinet prototypes and
school furniture, reducing reliance on costly impotts fot our customets. This initiative not only drives
revenue growth but also addresses a key customer pain point by offering high-quality, affordable
kitchen cabinets, reinforcing our focus on value-dtiven solutions.

In the particle board segment, we continue to innovate, strengthening product durability with value-
added features such as water, fire, and termite resistance. The company has successfully reclaimed its
reputation as a high-quality particle board manufacturer with the shortest delivery timelines, a standing
it had lost in both domestic and export markets in recent years.

BHUTAN BOARD PRODUCTS LIMITED |
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Meanwhile, challenges persist in timber exports, a new segment that emerged following the Royal
Government’s introduction of scientific forest thinning. Issues such as low timber recovery and
regulatory constraints under India’s Plant Quarantine Order have posed obstacles. Despite these
challenges, the company generated Nu.13.68 million in business during the year. Notably, the scientific
thinning initiative has significantly benefited the company by providing lops and tops as raw materials

for particle board production.

With these, BBPL is not just navigating the market, but we are reshaping it, turning challenges into
catalysts for transformation and sustainable growth.

Sales And Collection Performance

BBPL prioritizes the marketing and sales of particleboards and furniture, recognizing them as
fundamental to financial stability and long-term growth. While India remains the primary market for
patticleboard sales, domestic demand has been steadily rising, driven by increased use in partitioning,
ceilings, and furniture manufacturing. Traditionally, the company has focused on selling Ready-to-
Assemble Furniture (RTAF) within the domestic market, as design constraints and quality issues have

limited its export potential. .

Particleboards continue to dominate BBPL’s revenue stream, accounting for 77% of total earnings,
with RTAF contributing 17% and timber contributing 5%, and the remaining from other soutces.
Within the particleboard segment, expotts genetate 80% of the revenue, while domestic sales account
for 20%. Beyond these core products, BBPL also derives additional income from timber sales, tree

saplings, and organic manure.

To maintain steady cash flow and minimize the tisk of bad debts, BBPL strictly follows a cash-and-
catry policy, extending credit only to channel partners with a proven track record of financidl reliability.

Below are the detailed sales and collection data:

S/N | Particulars Description 2024 (in 2023 (in million)
million)
1 Sales Board 208.26 242.09
Furniture 45.72 56.68
Others 18.61 6.22
Total 272.60 304.99
2 Collection | Board 181.14 234.55
Furniture 45.52 43.11
Others 12.55 6.22
Total 239.21 283.88
Collection Efficiency 87.75% 93%

The company continues to face significant challenges in India due to intensified competition from
local producers. These competitors offer more attractive trade terms, including competitive pricing,
discounts, and extended credit periods, while also engaging in price undercutting to expand their
market share and achieve economies of scale. BBPL is on a continuous hunt to match the offerings,

both financial and non-financial, of the competitors to stay afloat in the market.
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Moving forward, the company remains focused on strategic measures to strengthen its rn:?.r.ket
position, enhance product competitiveness, and mitigate external disruptions, through value addition
and capturing domestic market.

Forestry Operations

To ensure a consistent supply of raw materials for the particleboard factory, the company's forestry
operations team carefully manages plantations and leased state forests. However, recognizing the peed
for additional resources, the company thoughtfully supplements its inventory by sourcing from private
forests, sawmills, and billet collections.

A significant breakthrough came through the scientific thinning exercise, which provided a sustainable
supply of lops and tops at a lower cost, alleviating the raw matetial shortages. Additionally, the
company has proactively explored alternative solutions, such as utilizing wood waste from veneering
plants - an initiative that has shown promising results and is expected to bring substantial cost savings
in the years ahead.

With an unwavering commitment to sustainability and efficiency, the management continues to refine
and strengthen its sourcing strategies., ensuring a reliable and responsible supply of wood raw materials

for the future.

Below is a breakdown of the raw material sources used by the company in 2024:

S/N Source of Raw Materials 2024 (in MT) 2023 (in MT)
1 Leased State Reserve Forests including scientific 7,948.26 5,162.15
thinning

3 Sawmill Off-cuts 37.02 2,037.56
4 Private land 7,025.88 » 9,414.06
5 Billet collection (Sanitization) 356.70 268.35
6. Wood chips - 72.85

15,367.865 16,954.97

In 2024, there was a 10.34% decline in the supply of wood raw materials, totaling 1,587.11 metric tons
(MT) compared to the previous year. Production of wood taw materials from leased state forests
increased by 53.97% (2,786.13 metric tons), while the inflow from ptivate forests decreased by 25%
(2,388.18 metric tons). The increase in wood supply from leased state forests is attributed to the
operation of the company’s own plantation at Chongaykha, which yielded better results, supplemented
by firewood raw materials from thinning exercises at Kawang and Chanachen. On the other hand, the
procurement of sawmill offcuts dropped by 98% (2,000 metric tons) compared to the previous yeat,

due to the decision of the management to teplace them with hardwood varieties to improve yield and
reduce wastage.

Meanwhile, the company regularized the lease of 2,249.25 hectares (5,555 acres) of its plantations,
paying a lease rent of Nu. 1.084 million along with an equivalent amount in security deposits. The
company’s forestry sector raised 84,945 seedlings, an increase of 49,882 over the previous year, in its
nursery, and established 40 acres of new forest in leased areas. This initiative aims to teduce
dependency on private forest land for firewood raw materials in the long term and minimize costs.

BHUTAN BOARD PRODUCTS LIMITED |
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Human Resources and Administration

The company places great importance. on its human resources, recognizing them as invaluable assets
essential to its success. While some employees may not have formal educational qualifications, the
wotkforce consists of highly skilled and experienced professionals proficient in various operational
areas.

Acknowledging this, the board and management implemented a generous salary revision, comprising
a 30% increase in the cutrent basic salary and a 20% fixed allowance on the minimum scale, effective
January 2024. This decision aims to motivate employees and retain experienced personnel, especially
in light of the recent salary revision for civil servants and corresponding adjustments for subsidiary
and linked companies under DHI.

With the exception of two non-Bhutanese employees handling export-related operations in India, the
entire workforce consists of Bhutanese nationals. The company takes pride in its Bhutanese team’s
expettise, particulatly their ability to independently repair, maintain, modify, and fabricate critical
components onsite at the old Darla factory.

]
The breakdown of the company's workforce is as follows:

S/N | Locations 2024 2023
1 Board factory 174 173
2 RTAF factory 25 18
3 Forestry sector 32 29
4 Head office 36 40
5 Thimphu Furniture Showroom 05 06
6 Zones 02 02
Total 274 * 268

In 2024, the company witnessed a modest increase in its wotkforce, growing from 268 to 274
employees. This expansion was driven by the recruitment of additional staff for the board factory,
forestry department, and furniture factory. While ensuring sufficient manpower to manage aging plant
and machinery remained a priotity, the company chose to fill vacancies with existing employees rather
than further expanding its workforce.

With an average employee age of 40.77, the workforce maintains a mix of experienced professionals
and younger talent. To mitigate potential position gaps arising from the retirement of senior employees
in key roles, the company has implemented a structured succession planning strategy. The atttition
rate remained remarkably low at 0.67%, largely due to the positive impact of salary revisions.

Corporate Social Responsibility

Corporate Social Responsibility (CSR) in a particleboard manufacturing plant entails maintaining a
good balance between economic, environmental, and social responsibilities. The company strongly
prioritizes CSR, embedding it into its business operations to promote sustainable development. In
2024, the company implemented several key CSR initiatives, including:

a. To minimize deforestation and prevent pest infestation, the company utilized wood waste
from thinning operations at Kawang and Chanachen, along with off-cuts from sawmills and
billets from sanitization. Additionally, plantations were catried out on 40 acres of leased land
in Chukha Dzongkhag, contributing to a reduction in the company's carbon footprint.

BHUTAN BOARD PRODUCTS LIMITED |

4

21



Directors’ Report 2024
L ]

b. BBPL prioritized hiring of people from local communities to provide sustainable income. In
2024, the company engaged a total of 19 contractors, including wood raw material supply
contractors, 1 wood taw material transporter, and 6 machine contractors. These contractors
executed projects worth Nu.32.20 million during the yeat.

c. The company remains committed to supporting local institutions, including Rabdeys, schools,
and resource-limited agencies, by donating particle boards and old furniture for their social
initiatives. In 2024, the company extended assistance to the Kidu Housing fire victims in
Toorsa by providing in-kind contributions. This initiative has strengthened goodwill within
the community and among stakeholders.

d. The management and employees of the company actively engage in national and major
religious events like National Day, Moenlam Chenmo and Kurims at Gedu/ Darla and
Phuntsholing by contributing both financially and matetially, theteby cementing their bond
with the community.

e. The company has been actively involved in the "Gedu Zero to Dungna Zeto" initiative since
2019, periodically cleaning the 10km national highway by installing garbage bins in the area.
Employees from the board factory and forestry at Datla undertake highway cleaning tasks
every quarter R

The company remains committed to prioritizing its responsibilities towards the community and strives

to make a positive impact through its CSR initiatives.

Challenges

The Darla Board Factory, in operation for over 36 years, is facing several challenges. Frequent
breakdowns due to aging machinery have reduced production capacity, while rising costs and long
lead times for spare parts have further strained operations. Despite financial difficulties, the company
has invested Nu. 33.84 million in spare parts and other essential machineries to restore the factories
to working condition. Although concerns remain about the equipment's long-term reliability,
breakdowns and technical issues have significantly decreased.

Firewood is a crucial raw material for the particleboard industry. The factoty ptimarily depends on
lops, tops, and off-cuts sourced from leased and private forests, thinning operations, and sawmills.
However, fluctuations in supply and pricing, driven by government regulations, transportation costs,
and fuel prices, directly affect production expenses and overall profitability. Additionally, India's
export restrictions and the rising costs of essential chemical inputs have further limited the plant’s
production capacity.

Increasing envitonmental concerns due to aging machinery and stringent regulations on emissions and
waste management present further obstacles. Ensuring compliance with sustainability standards and
adopting eco-friendly production processes require substantial investments and technological
upgrades.

Particleboard faces stiff competition from alternative matetials such as plywood, medium-density
fiberboard (MDF), and other engineered wood and PVC.products. These substitutes often offer
superior durability, making them more attractive for certain applications. Additionally, the
particleboard industry saw significant capacity expansion, particularly in regions like Gujarat, Tamil
Nadu, Karnataka and Maharashtra by key industry players. This surplus led to price reductions,
challenging the company’s ability to maintain profitability. Additionally, the ongoing political

BHUTAN BOARD PRODUCTS LIMITED |
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instability in Bangladesh has not improved, affecting dispatches and resulting in negative impacts on
sales and revenue.

The enforcement of BIS standards by the Government of India for prelaminated and plain particle
boards as non-tariff barrier have weakened us badly, as competitors with existing certification were
better equipped to meet matket demand. This shift created increased competition, with distributors
favoting certified domestic products to comply with the new regulations. The company is pursuing

with the relevant regulatory agencies in India for this certification with the assistance of Department
of Trade and Ministry of Foreign and External Trade.

Timber exports continue to face restrictions due to species and form limitations set by the Plant
Quarantine Order of the Government of India. Additionally, low timber recovery from scientific
thinning is increasing costs while reducing overall output, although the company profits from the
operations. This challenge is further compounded by the selective marketing of trees and the reduced
efficiency of aging cable cranes, which are operating at only 50% capacity.

To overcome these challenges, collaboration among stakeholders, including government bodies,
regulatory authorities, shareholdes, suppliers, distributors, and transporters is essential. By prioritizing

sustainability, innovation, and strategic investments, BBPL can navigate these obstacles and achieve
long-term growth and competitiveness.

Way forward

Despite facing various operational challenges in 2024, we remain optimistic about out future, bolstered

by strong market opportunities and a robust infrastructure. Our board and management are confident

in the organization's ability to overcome current hurdles and restore past success through the following
strategic initiatives:

® Obtain the mandatory BIS certification for particle boards on priority to stay afloat in the
export market. The certification, assuring quality of the boards is expected to help generate
ordets from the Govt. Agencies and Projects in export market, while also helping with price
increase in the future when uncertified products are eliminated from the market.

® Focus on the aging particle board factory by replacing critical parts for long-term sustainability.
The company will also reinvest in critical machinery and strengthen the furniture factory
recognizing that the demand for sleek and modetn design funiture has potential in the
domestic market.

e Otrengthen the B2B and B2C furniture business through collaborations with
agencies/otganizations to reach a wider audience. Recognizing its potential, the management
has executed Memorandum of Understanding (MOU) with the head of agencies of various
Cotporations, SOEs and institutions. The management will pursue this direct marketing
strategy aggressively.

® Pursue timber extraction from the current thinning site in Chanachen and leased forest at

Chongaykha to capitalize on the vast timber market in India. Identification of a new thinning

site is underway after the current operation at Chanachen is complete.

Introduce premium shades of decorative papers with high grammage to attract premium

buyers and fight competition from new manufacturers of particleboards in south India. The

company will soon be expetimenting 16mm boards to counter competitive ptessure in the
particle board market.

BHUTAN BOARD PRODUCTS LIMITED |
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e Continue to manage costs prudently, recognizing the tight market conditions where any
increase in internal inefficiencies cannot be passed on to customers due to fierce competition.
Price wats among competitors necessitate judicious cost management to safeguard market
share, revenue, and profitability.

o DPrepare for future opportunities through diversification of business in shuttering ply aligning
with increasing demand from the construction industry. Preliminary discussions are being held
with manufacturets of high-quality shuttering ply. This will eventually provide knowledge and
market understanding for the company to enter into this highly lucrative market segment
through setting up of plant in Bhutan.
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On behalf of the Board of Ditectots and the management team, we wish to express our heartfelt
gratitude to all Ministries and Organizations that have provided invaluable suppozt and assistance to
our operations. Special appreciation is extended to Chhukha Dzongkhag, Divisional Forestry Office,
Gedu, and local government officials fot their steadfast support throughout our journey. The company
extends it appreciation to Department of Trade, MOICE and Ministry of Foreign and External Trade
for their steadfast support in secutjng necessary approvals for the company.

We also recognize the significant contributions of our channel partners and suppliets in Bhutan, India,
and Bangladesh whose collaboration has been instrumental in our success. Out sincere thanks are
extended to our financiers, notably Bank of Bhutan, for their unwavering support of our operations.

Furthermore, we extend our gratitude to the Registrar of Companies, Royal Securities Exchange of
Bhutan, and our auditors for their commitment to fosteting operational efficiencies and upholding
the highest standards of corporate governance.

.

In conclusion, we reaffirm our commitment to professionalism and ethical standards in managing the
company. We look forward to a successful and productive year ahead for all stakeholders involved.

(Ugyen Penjore)
CHAIRMAN
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CORPORATE GOVERNANCE REPORT
Bhutan Board Products Limited has complied with the requirements of the Companies Act of Bhutan

2016, Corporate Governance Code and Ownership Policy of Druk Holding & Investments Limited (DHI)

and other statutory requirements.

BOARD

1. Board Charter
The Board charter outlines the guidelines governing the operations of the Board of Directors, including

their roles and responsibilities, and specifies the board's functions and powers to ensure that all members are

tully informed of their duties. During board meetings, the Directors are actively engaged and participate in

discussions, contributing their professional expertise and opinions.

Table 1: Board Members,2024

The details of the Board Directors and their date of appointment are:

Date of Date of re- Board on
Name Designation initial S Status Term other
appointment PP Companies
Director General,
Competition and N
Mr. Ugyen Penjore Consumers 29.04.2024 o First term None
Affairs Authority, ) e piad i
MOICE
Ms Karma Choden | ‘Associate 02.04.2024 - Non- First term None
Director, DHI o independent
E}r{aﬁzmber S Private Business 21.04.2020 28.03.2023 Independent Reappointed None
Mzr. Phuntsho _ Non- .
Rabsel Dot GMC,HMS 02.04.2024 independent First term None
Sr. Analyst
lite ey Gerab Nyed-Yon | 15.03.2024 ; Nt First term None
Wangchuk Limited independent
M/s: Shangtila M/s .
.. ; Non- . Shangtila
Mr. Druyang Dorji Enterprise 21.04.2021 28.03.2023 : Reappointed ]
’ Phuentsholi independent Private
uentsholing Limited
Managing Royal
M. Sherab Namgay BDglithor 16.03.2021 16.03.2021 Executive Second term Ei‘fgs
Phuentsholing Limited
27 www.bhutanboard.com
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(2) Board Composition

The Board is composed of seven directors, one of whom is the Managing Director. DHI appoints three

members, while two members are nominated by minority shareholders, and there is one independent

director. All director appointments are approved during the general meetings.

(3) Board Meetings

Five Board Meetings were held in the year 2024, adhering to the quorum requirements and the minimum

gaps between meetings as specified by the Companies Act of Bhutan 2016. The following are the dates of

the meetings and the attendance records of the Directors:

(a) Dates of Board Meetings held in 2024

S/N Board Meeting Dates Board Meeting Nos
1 March 27,2024 166" Board Meeting
2 April 12, 2024 167" Board Meeting
3 July 15, 2024 168" Board Meeting
4 October 18,2024 169™ Board Meeting
5 November 29, 2024 170" Board Meeting
Attendance of Board Directors from 27" March 2024 till 29" November 2024
S/ ;
N Board Directors 166 167 168 169 170 Remarks
1 Mt. Ugyen Penjore N N Y Y Y 3/5
2 Ms Karma Choden N Y Y Y Y 4/5
3 Mt. Phuntsho Rabsel Dotji N Y Y N N 2/5
4 Dr Damber S Kharka Y Y Y N Y 4/5
5 Mr. Payma ] Wangchuk N Y Y Y Y 4/5
6 Mt. Druyang Dotiji Y N N Y Y 3/5
7 Mt. Sherab Namgay Y Y Y Y Y 5/5
28 www.bhutanboard.com
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The Directors are sent meeting notices, usually at least five working days in advance, along with a
comprehensive agenda and a full set of board papers containing adequate information about the topics to be
discussed. The Company Secretary is responsible for accurately recording and securely maintaining all minutes

of the Board meetings, including decisions made through circular passed resolutions.

BOARD AUDIT COMMITTEE

In 2024, the Board Audit Committee comprised two Non-Independent Directors and one Independent
Director. To ensure the highest standards of corporate governance, an independent Director chairs the Board
Audit Committee, and the Managing Director does not sit on the BAC to maintain the committee's

independence.

ATTENDANCE OF BOARD AUDIT
In 2024, the Board Audit Committee met three times.

1th 17th 18th
S/N BAC Members Remarks
BAC BAC BAC
1 Dr. Damber S Kharka Y Y Y 3/3
2 Ms Karma Choden - Y Y 2/3
3 Mr. Phuntsho Rabsel Dotji - Y - 1/3
4 Mrs. Kinlay Tshering Y - - 1/3
5 Mr. Sonam Tobgay Y - - 1/3

DIRECTOR’S REMUNERATION
The Sitting Fees of Board Directors for the year 2024 is as follows:

S/N Directors Fees
1 Full Board 292,000.00
2 Board Audit Committee 30,000.00
3 Annual General Meetings 60,000.00

Annual Report 2024 29 www.bhutanboard.com



ANNUAL GENERAL MEETING
The 40th Annual General of the company was held on 28th March,2025 at 2.00pm in Hotel Ro-Chog Pel,

Thimphu.
Key highlights of the meetings:

The AGM endorsed the appointment of following Directors-

e (a) The Sharecholders endorsed the continuation of Dr. Damber S Kharka, serving as an Independent
Director,  and Mr. Druyang Dorji, representing minority shareholders and founding promoter on the
board.

e (b) The tenure of Director Ugyen Penjore, Director General of the Competition and Consumers Affairs
Authority; Mr. Phuntsho Rabsel Dorji of Gelephu Mindfulness City under His Majesty’s Secretariat and
Mr. Payma Jumtsho Wangchuk, Senior Analyst, representing Gerab Nyed-Yon Limited would conclude in
2026.

¢ (c) The Shareholders approved the resignation and reappointment of Ms. Karma Choden, DHI nominee
director on the board to ensure compliance with the Companies Act's provisions.

The shareholders approved a bonus share issuance at a ratio of 1:2 (one bonus share for every two shares

held), equivalent to a 50% dividend or Nu. 70 million if distributed in cash.

Annual Report 2024 30 www.bhutanboard.com
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Board Directors visit to RTAF Factory, Pasakha
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BBPL Furniture supplied to the Schools
in 2024
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Phuentsholing,
Chukha, Bhutan
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