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1.2 About the Company
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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.)

%

1 | Authorized Capital

500,000,000.00

2 | Face Value of each share

10.00

3 | Total No. of Shares issued 21,000,210 | 210,002,100.00
4 | Druk Holding and Investments (DHI) 10,025,010 100,250,100.00 47.74
5 | Bank of Bhutan (BOB) 2,586,000 25,860,000.00 1231
6 | Royal Insurance Corporation of Bhutan (RICB) 177,450 1,774,500.00 0.84
7 | Bhutan National Bank (BNB) 21,000 210,000.00 0.10
g | Gerab Nyed Yon Ltd. 1,002,450 10,024,500.00 5.92
9 | Hing & Kong Company (H&K Co) 720,000 7,200,000.00 3.43
10 | Royal Bhutan Army 441,000 4,410,000.00 2.10
11 | BBPL Employees. 17,250 172,500.00 0.08
12 | Others 6,010,085 60,100,850.00 28.63
21,000,245 | 210,002,450.00 | 100.00
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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 and Indian BIS
standards. 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

India. The furniture is designed on machinery and equipment from BIESSE, Italy.

4. Human Resources
The company currently employs 246 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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Executing MoU with GBCL
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1.3 Board Directors
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BHUTAN
BOARD

BBPL BOARD OF DIRECTORS

Left to right: Mr. Payma Jumtsho Wangchuk, Dr. Damber S. Kharka, Mr. Ugyen Penjore(Board Chairman), Mrs. Karma
Choden, Mr. Yeshey Dorji, Mr. Druyang Dorji Hing, Mr. Phuntsho Rabsel Dotji

2025



MR. UGYEN PENJORE

Chairman

Ugyen  Penjore  has a  Bachelor Degree in
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 all 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.
10
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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 DOR]JI

Board Director

Mr. Druyang Dotji 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
Director 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.

11
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MR. YESHEY DOR]JI

Chief Executive Officer

Mr. Yeshey Dorji is a seasoned finance and corporate leader with
extensive experience across government institutions, state-owned
enterprises, and private organizations in Bhutan. His career reflects
progressive leadership roles in investment management, financial

strategy, and executive administration.

He began his senior professional journey as Head of the Investment
Division at Druk Green Corporation in Thimphu, where he
contributed to strategic investment planning and portfolio
management.

He subsequently served as a Financial Analyst/Consultant at His Majesty’s Secretariat in Thimphu,
providing financial analysis and advisory support to strengthen institutional decision-making,

Mr. Yeshey Dorji later assumed the role of Chief Financial Officer at Bhutan Airlines, where he
oversaw financial planning, budgeting, and corporate financial governance. He then worked as a
Financial Consultant and Visiting Faculty (Self-Employed) in Thimphu, contributing to professional
development and financial advisory services.

From January 2022 to July 2025, he served as Director (Finance & Investment Department) at
Penden Cement Authority Limited in Gomtu, Samtse, leading financial strategy, investment
oversight, and institutional strengthening initiatives.

Currently, he serves as the Chief Executive Officer of Bhutan Board Products Limited in
Phuentsholing, where he is responsible for overall corporate leadership, strategic direction,
operational performance, and sustainable growth.

With a strong background in finance, investment management, and executive governance, Mr. Dorji
brings strategic insight, analytical expertise, and results-oriented leadership to every organization he
serves.

12
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1.4 Management Team
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BOARD

Mr. Yeshey Dorji
Chief Executive Officer
Mr. Kinzang Thinley Ms. Sital Darnal
Company Secretary Internal Auditor
CORPORATE SERVICE DEPARTMENT}4 t{ OPERATION DEPARTMENT

-~

Ms. Chechey

Head (Human Resource)

v

Mr. Milan Ghising Mr. Ghana Shyam Rai
Head (F & A) Offgt. General Manager
(Board Factory & RTAF Factory)

——

Mr. Tashi Lhendup
Head (Forestry)

-~

P
A

Mr. Kelzang Dukpa
Head (Forestry)

‘—

Mzr. Dil Prasad Limbu
Head (IT)

I
14

Mr. Bimal Acharya Mr. Dorji Wangdi
Head (Procurement) Plant Head, RTAF Factory, Pasakha

v

Mr. Thinley Rinzin
Incharge (Manure Plant)
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FINANCIAL YEAR 2025

Bhutan Board Products Limited

Dear Shareholders,
I am honoured to present the Directors' Report for Bhutan Board Products Limited (BBPL) for the
Financial Year 2025. This report provides a candid account of the yeat's performance, the key challenges
our business faced, and the strategic path we are charting to restore and strengthen the company's position.
Financial Year 2025 was one of the most demanding in BBPL's recent history. The suspension of our
export operations for eight months — from March to October — as a consequence of delays in obtaining
the mandatory Bureau of Indian Standards (BIS/ISI) certification for our particleboard products had a
profound impact on the company's revenues and profitability. As a business in which export sales account
for approximately 79% of total revenue, this disruption was deeply significant. Compounding these external
headwinds were operational challenges stemming from ageing plant infrastructure and machinery, as well as
persistent pressure from rising raw material and input costs.

Despite these considerable difficulties, we have taken deliberate and structured steps to stabilize the

business and position it for recovery. I outline these below.

FINANCIAL PERFORMANCE

Key Financial Outcomes — FY 2025

= Total Revenue: Nu. 168.90M | Budget: Nu. 326.44M | Shortfall: 48%

= Net Operating Loss: Nu. 92.80M vs. Budgeted Profit After Tax: Nu. 16.37M

* Finance Costs surged 103% to Nu. 14.48M due to elevated overdraft utilization
= Other Revenue (manure, nursery, rentals) outperformed budget by 293%

The financial results for FY 2025 reflect the severe impact of the BIS certification-related export
suspension. Total operational revenue reached Nu. 168.90 million, representing a shortfall of 48.26%
against the budgeted Nu. 326.44 million.

Revenue and Cost Summary

Total Operational Revenue 168.90 326.44 —48%
Board Sales 105.30 235.51 —55%
Furniture Sales 30.43 56.00 —46%
Timber Sales 9.50 28.83 —67%
Other Revenue 23.67 6.02 293%
Cost of Sales 119.43 153.66 —22%
Employee Costs 86.55 94.20 —8%
Finance Costs 14.48 7.15 103%
Net Operating Loss (92.80) 16.37 profit -667%

Annual Report 2025
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Board sales of Nu. 105.30 million were 55% below budget, reflecting the near-total disruption
trade for the greater part of the year. Furniture sales of Nu. 30.43 million fell 46% short of target,
by reduced institutional procurement. Timber sales of Nu. 9.50 million were also materially below budge

constrained by species-related export regulations and logistical disruptions.

A positive note was the strong performance of non-core revenue streams. Revenue from manure, nursery
saplings, miscellaneous sales, rental income, and firewood reached Nu. 23.67 million — neatly four times
the budgeted Nu. 6.02 million — demonstrating the latent value of the company's supplementary

operations.

The cost of sales of Nu. 119.43 million was 22% below budget, partly reflecting the lower production
volumes. Employee costs were maintained at Nu. 86.55 million, 8% under budget. Administrative expenses

were well-controlled at Nu. 11.18 million, 40% below the budgeted amount.

Finance costs rose sharply to Nu. 14.48 million — more than double the budgeted figure — as the
company drew heavily on its overdraft facilities to sustain operations during the extended period without

export income.

OPERATIONAL REVIEW

Particleboard Manufacturing — Darla Board Factory
The Darla Board Factory faced significant production constraints in FY 2025. The eight-month export
suspension necessitated a sharp curtailment of output, while plant downtime increased substantially due to

the age and condition of the machinery.

Raw Boards Produced
91,069.00 170,322.00 —47%
(sheets)
Laminated Boards
62,230.00 143,683.00 —56%
Produced (sheets)
Plant Capacity
o . 77.37% 64.94% 12%
Utilization — Laminated
Total Downtime
6,685.97 5,572.25 +1,113.72 hts
(hours)
17

Annual Report 2025 www.bhutanboard.com



Raw board production of 91,069 sheets declined by approximately 47% year-on-year, while lamin
output of 62,230 sheets fell by approximately 56%. Plant capacity utilization for laminated boards inc
to 77.37%, from 64.94% in the prior year. Total downtime increased by over 1,100 hours to 6,685.97 hou

reflecting the dual impact of production stoppages and mechanical breakdowns.

2.2 Furniture Manufacturing — Pasakha RTAF Factory

The Pasakha RTAF factory produced a total of 6,474 furniture sets during the year, comprising 5,038

standard sets and 359 (1,430) sets standard considering conversion ratio of 1 customized equal to 4 standard

furniture) customized sets.

Standard Furniture

(sets)

Customised Furniture

(sets)

Total Furniture (sets)

6,474

8,781 —42%
313 +358%
9,094 —28%

While standard furniture production contracted by 42% due to a reduction in institutional orders, the

customised segment demonstrated resilience with a 358% increase in output. We view growth in the

customised segment as a positive indicator of the factory's ability to respond to evolving market needs.

2.3 Forestry Operations

The company's forestry operations ate critical to securing a stable and cost-effective supply of wood raw

materials for the particleboard factory. Total raw material procurement in FY 2025 amounted to 11,848
metric tonnes (MT), a decline of approximately 23% compared to 15,368 MT in FY 2024.

FY 2025 (MT)

FY 2024 (MT)

Leased State Reserve Forests (incl.

scientific thinning)

Sawmill Off-cuts

Private Land

Billet Collection (Sanitisation)
Wood Chips

Total

Annual Report 2025

4,027.15

319.82
6,048.38
1,099.81

152.87

11,848.03
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7,948.26 —49%
37.02 +764%
7,025.88 —14%
356.70 +208%

- N/A
15,367.87 -23%
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The decline in supply from leased state forests reflects a deliberate decision to moderate procuremen
the export suspension in order to avoid overstocking and material spoilage at the log yard. Additt
contributing factors included road blockades at the Chanachen thinning site in October and acces

disruptions to Chongaykha during the monsoon season.

Encouragingly, sawmill off-cut procurement increased dramatically, and billet collection volumes more than
tripled year-on-year, demonstrating progress in diversifying the company's sourcing base. The scientific
thinning programme, commenced in 2024, continues to yield sustainable supplies of lops and tops at a

comparatively lower cost.

On the sustainability front, the forestry team raised 35,747 new seedlings in its nursery, undertook
maintenance of 46,265 seedlings planted in 2024, and established 47.94 acres (19.41 hectares) of new forest
in leased areas. These initiatives are central to our long-term strategy of reducing dependence on private

forest land and managing raw material costs more effectively.

PEOPLE AND ORGANISATION

Our people remain the company's most valued asset. BBPL's workforce, drawn almost entirely from
Bhutanese nationals, brings considerable technical expertise — most notably in the maintenance and
fabrication of critical machinery components at the Darla factory. Two non-Bhutanese employees manage

export-related operations in India.

Board Factory (Datla)
2 RTAF Furniture Factory (Pasakha) 21 25 —4
3 Forestry Sector 29 32 -3
4 Head Office 41 36 5
5 Thimphu Furniture Showroom 3 5 -2
6 Zones 2 2 -

Total 246 274 =28

Total headcount reduced from 274 to 246 employees during FY 2025, a decrease of 28, reflecting a
combination of resignations and retirements. The company has not sought to replace all departing staff,

opting instead to absorb workloads through multi-skilling of the existing team.

The average employee age is 42.73 years. Recognizing the risk of knowledge loss as experienced staff
approach retirement, management has implemented a succession planning framework to ensure continuity in
key roles. The overall attrition rate of 21.44% is attributable primarily to the voluntary departures and

retirements noted above.

19
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CORPORATE SOCIAL RESPONSIBILITY

BBPL maintains a strong commitment to balancing economic objectives with environmental stewardship a

social responsibility. The following initiatives were undertaken during FY 2025:

e Community Employment: The company engaged 19 local contractors — covering wood raw material
supply and plantation establishment and maintenance — with contracts totaling Nu. 13.15 million,
providing sustainable livelihoods in the communities surrounding our operations.

¢ Donations and Community Support: BBPL donated old furniture valued at Nu. 101,748 and 66 pieces of
reject particleboards valued at Nu. 38,500 to schools, dzongkhag offices, local government bodies,
monasteries, and community organizations across the region.

» National and Religious Events: The company and its employees actively participated in key national and
religious events, contributing Nu. 260,000 to DHI for the purchase of umbrellas at the Global Peace
Prayer Festival in Thimphu.

« Environmental Stewardship: BBPL continued its 'Gedu Zero to Dungna Zero' highway cleanliness
initiative, conducting quarterly cleaning of a 10-kilometre stretch of the national highway, with employees
from the Darla factory and forestry division leading the effort.

o Zero Waste Participation: BBPL participates in the '"Zero Waste Hout' initiative in Phuentsholing on the
second day of every month.

¢ GMC Development: In 2025, the company participated as a volunteer in the second and third cohorts of

the GMC development programme alongside other national volunteers.

PRINCIPAL CHALLENGES

The Board wishes to ensure sharveholders have a clear view of the principal risks and challenges facing
BBPL:

» Ageing Plant and Machinery: The Darla Board Factory has been in continuous operation for over 37
years. Frequent breakdowns, long lead times for spare parts, and the rising cost of maintenance have
materially increased downtime and constrained production capacity. Sustained capital investment in
critical plant replacements remains a priority.

e Competitive Market Dynamics: Particleboard competes against plywood, medium-density fibreboard
(MDF), and PVC-based products, many of which are offered on more attractive commercial terms.
Significant capacity additions by major producers in Gujarat, Tamil Nadu, Karnataka, and Maharashtra
have intensified pricing pressure in the Indian export market.

» Raw Material Availability and Cost: The company's reliance on lops, tops, and off-cuts from leased and
private forests exposes it to fluctuations in supply and cost. Transportation costs and fuel price
movements further affect production economics.

» Export Regulatory Constraints: Timber exports continue to be limited by species restrictions and
phytosanitary requirements under India's Plant Quarantine Order. The efficiency of cable crane
operations is constrained by equipment age, and timber recovery from scientific thinning sites remains
sub-optimal.

» Environmental Compliance: Tightening emissions and waste management regulations require ongoing

investment in process upgrades, adding to operating costs.

20
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OUTLOOK AND STRATEGIC PRIORITIES

Despite a difficult year, the Board and Management approach FY 2026 with measured confidence. BBPL's
particleboard carries a well-regarded brand and proven quality reputation in the Indian market. The following

strategic initiatives will guide our recovery and growth:

e Export Market Recovery: With BIS certification now secured, we expect to resume normal export
operations and to qualify for procurement programmes run by government agencies and public sector

projects in India.

e New Product Introduction: The launch of 16mm plain particleboard from November 2025, with
estimated monthly demand of 10,000 pieces, will broaden our product range and support revenue

growth.

o Distribution Expansion: The company will actively pursue the appointment of additional distributors
across Maharashtra, Kerala, and the Delhi/NCR region. Discussions ate progressing with DHI India Ltd
— established in India on 28 February 2025 — regarding a formal off-take agreement. Domestic
distribution is also being expanded, with prospective appointments in Thimphu, Phuentsholing,
Gelephu, and Nanglam.

e Plant Modernization: Management will continue targeted investment in the replacement of critical

machinery components at the Darla factory to improve reliability and production capacity.

o Furniture Factory Development: The Pasakha RTAF factory will be strengthened to produce a broader

range of modern furniture designs, targeting growth in the domestic market.

 Forestry and Timber: The company will pursue timber extraction from the Chanachen thinning site and
Chongaykha leased forest, and is actively identifying a successor thinning site in preparation for the

conclusion of current operations.

 Cost Discipline: Rigorous cost management will be maintained across all business units, recognising that

competitive market conditions limit the ability to pass internal cost increases through to customers.

e Diversification: The Board is exploring investment in core veneer production and, as a longer-term
objective, engineered wood products, to reduce the company's dependence on the particleboard

segment,

21
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On behalf of the Board of Directors and the Management team, I wish to express our sincere gratitude to

the many institutions and individuals whose support has been invaluable throughout FY 2025.

We extend particular appreciation to DHI, Chukha Dzongkhag, the Divisional Forestry Office in Gedu, and
local government officials for their steadfast engagement with our operations. We are grateful to the
Department of Trade (MolCE), the Department of Bilateral Trade and the Embassy Office in Delhi
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financial support.

The Registrar of Companies, the Royal Securities Exchange of Bhutan, and our external auditors deserve

recognition for their commitment to sound corporate governance and regulatory compliance.

In closing, the Board reaffirms its commitment to professionalism, transparency, and ethical stewardship of

the company. We look forward to reporting improved results in the year ahead.

Ugyen Penjore
Chairman, Board of Directors
Bhutan Board Products Limited
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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

fully 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,2025

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

Annual Report 2025

Date of Board on
Date of
Name Designation initial ) Status Term other
) reappointment )
appointment Companies
Director
Mr. Ugyen Non-
e General, 29.04.2024 o Firstterm | None
Penjore CCAA independent
MOICE
Ms Karma Associate Non- .
. 02.04.2024 28.03.2025 . First Term None
Choden Director, DHI independent
Dr. Damber S .
Private i
Kharka . 21.04.2020 28.03.2025 Independent | Reappointed | None
Business
Mr. Phuntsho
. GMC 02.04.2024 - Non- ) None
Rabsel Doriji i First term
independent
St. Analyst
Mr. Payma red- Non-
ymaJ | Gerab Nyed- | 153 5004 , First term None
Wangchuk Yon Limited - independent
. : M/s Sh il
Mr. Druyang M/s: Shangtila Non. . / s Shangtila
. Enterprise 21.04.2021 28.03.2025 . Reappointed Private
Dorji . independent o
Phuentsholing Limited
Chief
Mr. Yeshey Executive . -
. Officer 01.07.2925 Executive First term -
Dorji
BBPL
Phuentsholing
29
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(2) Board Composition
The Board is composed of seven directors, one of whom is the Chief Executive Officer. 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
Six Board Meetings were held in the year 2025, 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 2025

1 March 22,2025 171" Board Meeting
2 May 23, 2025 172" Board Meeting
3 July 18, 2025 173" Board Meeting
4 August 25,2025 174" Board Meeting
5 October 17, 2025 175" Board Meeting
6 December 4,2025 176™ Board Meeting

(b) Attendance of Board Directors from 22" March 2025 till 4" December 2025.

1 Mr. Ugyen Penjore Y Y Y Y Y Y 6/6
2 Ms Karma Choden Y N Y Y Y Y 5/6
3 Mr. Phuntsho Rabsel Dorji Y Y Y Y Y Y 6/6
4 Dr Damber S Kharka Y Y Y Y Y Y 6/6
5 | Mr. Payma ] Wangchuk Y Y Y Y Y N 5/6
6 | Mr. Druyang Dotiji Y Y Y Y Y Y 6/6
7 | Mt. Yeshey Dortji N N Y Y Y Y 4/6
30
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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 2025, 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.

Dates of Board Audit Committee Meetings

S/N BAC Meeting Dates Board Audit Committee Nos
1 19" March 2025 19" BAC Meeting
2 21° May 2025 20" BAC Meeting
3 14" July 2025 21" BAC Meeting
4 10" October 2025 22" BAC Meeting
5 29" November 2025 23 BAC Meeting

b) Attendance of Board Directors in the Board Audit Committee Meetings:
In 2025, the Board Audit Committee met four times.

19* 20™ 21% 22" 23
S/N BAC Membets Remarks
BAC BAC BAC BAC BAC
1 | Dr. Damber S Kharka Y Y Y Y Y 5/5
2 | Ms Karma Choden Y Y Y Y Y 5/5
3 | Mr. Phuntsho Rabsel Dorji Y Y Y Y N 4/5

BOARD GOVERNANCE COMMITTEE
The Board Governance Committee comprising of four Directors, one Independent and three Non-

Independent Directors met only once in 2025.

(a)Dates of Board Governance Committee Meeting

S/N |Dates of BGC Meeting BGC Nos

1 13th October 2025 2nd BGC Meeting

31
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(b) Attendance of Board Directors in BGC Meeting

In 2025, the Board Governance Committee met once.

1 Dr. Damber S Kharka Y 1/1
2 Mr. Payma Jumtsho Wangchuk Y 1/1
3 M. Druyang Dorji Y 1/1
4 Mr. Yeshey Doriji Y 1/1

DIRECTOR’S REMUNERATION
The Sitting Fees of Board Directors for the year 2025 is as follows:

1 Board Meetings Nu.435,000.00
2 Board Audit Committee Meetings Nu.82,500.00
3 Board Governance Committee Meeting Nu.22,500.00
4 Annual General Meeting Nu.77,500.00

ANNUAL GENERAL MEETING
The 41% Annual General of the company was held on 24" March,2026 at 2.30pm in Conference Hall,
Thimphu.

Key highlights of the meetings:

The AGM endorsed the appointment and resignation of following Directors-
¢ The Shareholders approved the resignation of Director Payma Jumtsho Wangchuk and DHI nominee
Director Karma Choden.
¢ The Shareholders approved the reappointment of Ms. Karma Choden, Associate Director, as a DHI
nominee Director, in compliance with Section 138 of the Companies Act 2016, which requires not less
than one-third of the total number of directors of a public company to retire by rotation.
» The Shareholders endorsed the appointment of Ms. Samten Zangmo as Gerab Nyed Yon Limited's

nominee Director, in place of Director Payma J. Wangchuk.
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Executing performance compact with the HoDs
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4. AUDITED FINANCIAL REPORT 2025
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Commemorating World Environment Day (Riverbank cleanup)

Phuentsholing - Thimphu Highway Cleaning(CSR)
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Observing Women’s Day
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RTAF Factory, Pasakha
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COMPLIANCE CALENDAR AND CHECKLIST
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	FINANCIAL YEAR 2025 Bhutan Board Products Limited
	Dear Shareholders, I am honoured to present the Directors' Report for Bhutan Board Products Limited (BBPL) for the Financial Year 2025. This report provides a candid account of the year's performance, the key challenges our business faced, and the strategic path we are charting to restore and strengthen the company's position. Financial Year 2025 was one of the most demanding in BBPL's recent history. The suspension of our export operations for eight months — from March to October — as a consequence of delays in obtaining the mandatory Bureau of Indian Standards (BIS/ISI) certification for our particleboard products had a profound impact on the company's revenues and profitability. As a business in which export sales account for approximately 79% of total revenue, this disruption was deeply significant. Compounding these external headwinds were operational challenges stemming from ageing plant infrastructure and machinery, as well as persistent pressure from rising raw material and input costs. Despite these considerable difficulties, we have taken deliberate and structured steps to stabilize the business and position it for recovery. I outline these below.


	FINANCIAL PERFORMANCE
	Key Financial Outcomes — FY 2025 ▪ Total Revenue: Nu. 168.90M | Budget: Nu. 326.44M | Shortfall: 48% ▪ Net Operating Loss: Nu. 92.80M vs. Budgeted Profit After Tax: Nu. 16.37M ▪ Finance Costs surged 103% to Nu. 14.48M due to elevated overdraft utilization ▪ Other Revenue (manure, nursery, rentals) outperformed budget by 293%
	The financial results for FY 2025 reflect the severe impact of the BIS certification-related export suspension. Total operational revenue reached Nu. 168.90 million, representing a shortfall of 48.26% against the budgeted Nu. 326.44 million.
	Revenue and Cost Summary
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	Board sales of Nu. 105.30 million were 55% below budget, reflecting the near-total disruption to export trade for the greater part of the year. Furniture sales of Nu. 30.43 million fell 46% short of target, driven by reduced institutional procurement. Timber sales of Nu. 9.50 million were also materially below budget, constrained by species-related export regulations and logistical disruptions.
	A positive note was the strong performance of non-core revenue streams. Revenue from manure, nursery saplings, miscellaneous sales, rental income, and firewood reached Nu. 23.67 million — nearly four times the budgeted Nu. 6.02 million — demonstrating the latent value of the company's supplementary operations.
	The cost of sales of Nu. 119.43 million was 22% below budget, partly reflecting the lower production volumes. Employee costs were maintained at Nu. 86.55 million, 8% under budget. Administrative expenses were well-controlled at Nu. 11.18 million, 40% below the budgeted amount.
	Finance costs rose sharply to Nu. 14.48 million — more than double the budgeted figure — as the company drew heavily on its overdraft facilities to sustain operations during the extended period without export income.

	OPERATIONAL REVIEW
	Particleboard Manufacturing — Darla Board Factory The Darla Board Factory faced significant production constraints in FY 2025. The eight-month export suspension necessitated a sharp curtailment of output, while plant downtime increased substantially due to the age and condition of the machinery.
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	2.2 Furniture Manufacturing — Pasakha RTAF Factory
	The decline in supply from leased state forests reflects a deliberate decision to moderate procurement during the export suspension in order to avoid overstocking and material spoilage at the log yard. Additional contributing factors included road blockades at the Chanachen thinning site in October and access disruptions to Chongaykha during the monsoon season.
	Encouragingly, sawmill off-cut procurement increased dramatically, and billet collection volumes more than tripled year-on-year, demonstrating progress in diversifying the company's sourcing base. The scientific thinning programme, commenced in 2024, continues to yield sustainable supplies of lops and tops at a comparatively lower cost.
	On the sustainability front, the forestry team raised 35,747 new seedlings in its nursery, undertook maintenance of 46,265 seedlings planted in 2024, and established 47.94 acres (19.41 hectares) of new forest in leased areas. These initiatives are central to our long-term strategy of reducing dependence on private forest land and managing raw material costs more effectively.

	PEOPLE AND ORGANISATION
	Our people remain the company's most valued asset. BBPL's workforce, drawn almost entirely from Bhutanese nationals, brings considerable technical expertise — most notably in the maintenance and fabrication of critical machinery components at the Darla factory. Two non-Bhutanese employees manage export-related operations in India.
	Total headcount reduced from 274 to 246 employees during FY 2025, a decrease of 28, reflecting a combination of resignations and retirements. The company has not sought to replace all departing staff, opting instead to absorb workloads through multi-skilling of the existing team.
	The average employee age is 42.73 years. Recognizing the risk of knowledge loss as experienced staff approach retirement, management has implemented a succession planning framework to ensure continuity in key roles. The overall attrition rate of 21.44% is attributable primarily to the voluntary departures and retirements noted above.
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	CORPORATE SOCIAL RESPONSIBILITY
	BBPL maintains a strong commitment to balancing economic objectives with environmental stewardship and social responsibility. The following initiatives were undertaken during FY 2025:
	Community Employment: The company engaged 19 local contractors — covering wood raw material supply and plantation establishment and maintenance — with contracts totaling Nu. 13.15 million, providing sustainable livelihoods in the communities surrounding our operations.
	Donations and Community Support: BBPL donated old furniture valued at Nu. 101,748 and 66 pieces of reject particleboards valued at Nu. 38,500 to schools, dzongkhag offices, local government bodies, monasteries, and community organizations across the region.
	National and Religious Events: The company and its employees actively participated in key national and religious events, contributing Nu. 260,000 to DHI for the purchase of umbrellas at the Global Peace Prayer Festival in Thimphu.
	Environmental Stewardship: BBPL continued its 'Gedu Zero to Dungna Zero' highway cleanliness initiative, conducting quarterly cleaning of a 10-kilometre stretch of the national highway, with employees from the Darla factory and forestry division leading the effort.
	Zero Waste Participation: BBPL participates in the 'Zero Waste Hour' initiative in Phuentsholing on the second day of every month.
	GMC Development: In 2025, the company participated as a volunteer in the second and third cohorts of the GMC development programme alongside other national volunteers.

	PRINCIPAL CHALLENGES
	The Board wishes to ensure shareholders have a clear view of the principal risks and challenges facing BBPL:
	Ageing Plant and Machinery: The Darla Board Factory has been in continuous operation for over 37 years. Frequent breakdowns, long lead times for spare parts, and the rising cost of maintenance have materially increased downtime and constrained production capacity. Sustained capital investment in critical plant replacements remains a priority.
	Competitive Market Dynamics: Particleboard competes against plywood, medium-density fibreboard (MDF), and PVC-based products, many of which are offered on more attractive commercial terms. Significant capacity additions by major producers in Gujarat, Tamil Nadu, Karnataka, and Maharashtra have intensified pricing pressure in the Indian export market.
	Raw Material Availability and Cost: The company's reliance on lops, tops, and off-cuts from leased and private forests exposes it to fluctuations in supply and cost. Transportation costs and fuel price movements further affect production economics.
	Export Regulatory Constraints: Timber exports continue to be limited by species restrictions and phytosanitary requirements under India's Plant Quarantine Order. The efficiency of cable crane operations is constrained by equipment age, and timber recovery from scientific thinning sites remains sub-optimal.
	Environmental Compliance: Tightening emissions and waste management regulations require ongoing investment in process upgrades, adding to operating costs.
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	OUTLOOK AND STRATEGIC PRIORITIES
	Despite a difficult year, the Board and Management approach FY 2026 with measured confidence. BBPL's particleboard carries a well-regarded brand and proven quality reputation in the Indian market. The following strategic initiatives will guide our recovery and growth:
	Export Market Recovery: With BIS certification now secured, we expect to resume normal export operations and to qualify for procurement programmes run by government agencies and public sector projects in India.
	New Product Introduction: The launch of 16mm plain particleboard from November 2025, with estimated monthly demand of 10,000 pieces, will broaden our product range and support revenue growth.
	Distribution Expansion: The company will actively pursue the appointment of additional distributors across Maharashtra, Kerala, and the Delhi/NCR region. Discussions are progressing with DHI India Ltd — established in India on 28 February 2025 — regarding a formal off-take agreement. Domestic distribution is also being expanded, with prospective appointments in Thimphu, Phuentsholing, Gelephu, and Nanglam.
	Plant Modernization: Management will continue targeted investment in the replacement of critical machinery components at the Darla factory to improve reliability and production capacity.
	Furniture Factory Development: The Pasakha RTAF factory will be strengthened to produce a broader range of modern furniture designs, targeting growth in the domestic market.
	Forestry and Timber: The company will pursue timber extraction from the Chanachen thinning site and Chongaykha leased forest, and is actively identifying a successor thinning site in preparation for the conclusion of current operations.
	Cost Discipline: Rigorous cost management will be maintained across all business units, recognising that competitive market conditions limit the ability to pass internal cost increases through to customers.
	Diversification: The Board is exploring investment in core veneer production and, as a longer-term objective, engineered wood products, to reduce the company's dependence on the particleboard segment.
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	3. CORPORATE GOVERNANCE REPORT
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	Table 1: Board Members,2024 The details of the Board Directors and their date of appointment are:
	(2) Board Composition The Board is composed of seven directors, one of whom is the Chief Executive Officer. 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 Six Board Meetings were held in the year 2025, 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 2025

	S/N
	Board Meeting Dates
	Board Meeting Nos
	March 22,2025
	171st Board Meeting
	May 23, 2025
	172nd Board Meeting
	July 18, 2025
	173rd Board Meeting
	August 25,2025
	174th Board Meeting
	October 17, 2025
	175th Board Meeting
	December 4,2025
	176th Board Meeting

	(b)  Attendance of Board Directors from 22nd March 2025 till 4th December 2025.

	S/N
	Board Directors
	171
	172
	173
	174
	175
	176
	Remarks
	Mr. Ugyen Penjore
	6/5
	Ms Karma Choden
	5/6
	Mr. Phuntsho Rabsel Dorji
	6/6
	Dr Damber S Kharka
	6/6
	Mr. Payma J Wangchuk
	5/6
	Mr. Druyang Dorji
	6/6
	Mr. Yeshey Dorji
	4/6
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	Annual Report (BoD)-2025.pdf
	MR. UGYEN PENJORE Chairman
	Mr. Ugyen Penjore has a Bachelor Degree in                                           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
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	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 DORJI 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.
	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.
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	MR. DRUYANG DORJI Board Director
	Mr. Druyang Dorji 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 Director 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.


	MR. YESHEY DORJI Managing Director
	Mr. Yeshey Dorji is a seasoned finance and corporate leader with extensive experience across government institutions, state-owned enterprises, and private organizations in Bhutan. His career reflects progressive leadership roles in investment management, financial strategy, and executive administration.
	He began his senior professional journey as Head of the Investment Division at Druk Green Corporation in Thimphu, where he contributed to strategic investment planning and portfolio management.
	He subsequently served as a Financial Analyst/Consultant at His Majesty’s Secretariat in Thimphu, providing financial analysis and advisory support to strengthen institutional decision-making.
	Mr. Yeshey Dorji later assumed the role of Chief Financial Officer at Bhutan Airlines, where he oversaw financial planning, budgeting, and corporate financial governance. He then worked as a Financial Consultant and Visiting Faculty (Self-Employed) in Thimphu, contributing to professional development and financial advisory services.
	From January 2022 to July 2025, he served as Director (Finance & Investment Department) at Penden Cement Authority Limited in Gomtu, Samtse, leading financial strategy, investment oversight, and institutional strengthening initiatives.
	Currently, he serves as the Chief Executive Officer of Bhutan Board Products Limited in Phuentsholing, where he is responsible for overall corporate leadership, strategic direction, operational performance, and sustainable growth.
	With a strong background in finance, investment management, and executive governance, Mr. Dorji brings strategic insight, analytical expertise, and results-oriented leadership to every organization he serves.
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	PG 7.pdf
	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 and Indian BIS standards. 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 India. The furniture is designed on machinery and equipment from BIESSE, Italy.
	Human Resources
	The company currently employs 246 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.
	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.
	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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	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 2025, 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.
	Dates of Board Audit Committee Meetings
	S/N
	BAC Meeting Dates
	Board Audit Committee Nos
	19th March 2025
	19th BAC Meeting
	21st May 2025
	20th BAC Meeting
	14th July 2025
	21st BAC Meeting
	10th October 2025
	22nd BAC Meeting
	29th November 2025
	23rd BAC Meeting
	b) Attendance of Board Directors in the Board Audit Committee Meetings:  In 2025, the Board Audit Committee met four times.


	S/N
	BAC Members
	19th BAC
	20th BAC
	21st BAC
	22nd BAC
	23rd BAC
	Remarks
	Dr. Damber S Kharka

	5/5
	Ms Karma Choden

	5/5
	Mr. Phuntsho Rabsel Dorji

	4/5
	BOARD GOVERNANCE COMMITTEE The Board Governance Committee comprising of four Directors, one Independent and three Non-Independent Directors met only once in 2025.

	(a)Dates of Board Governance Committee Meeting

	S/N
	Dates of BGC Meeting
	BGC Nos
	13th October 2025
	2nd BGC Meeting
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	(b) Attendance of Board Directors in BGC Meeting         In 2025, the Board Governance Committee met once.


	S/N
	BGC Members
	2nd BGC
	Remarks
	Dr. Damber S Kharka
	1/1
	Mr. Payma Jumtsho Wangchuk
	1/1
	Mr. Druyang Dorji
	1/1
	Mr. Yeshey Dorji
	1/1
	DIRECTOR’S REMUNERATION The Sitting Fees of Board Directors for the year 2025 is as follows:


	S/N
	Directors
	Fees
	Board Meetings
	Nu.435,000.00

	Board Audit Committee Meetings
	Nu.82,500.00

	Board Governance Committee Meeting
	Nu.22,500.00

	Annual General Meeting
	Nu.77,500.00
	ANNUAL GENERAL MEETING The 41st Annual General of the company was held on 24th March,2026 at 2.30pm in Conference Hall, Thimphu.

	Key highlights of the meetings:
	The AGM endorsed the appointment and resignation of following Directors-
	The Shareholders approved the resignation of Director Payma Jumtsho Wangchuk and DHI nominee Director Karma Choden.
	The Shareholders approved the reappointment of Ms. Karma Choden, Associate Director, as a DHI nominee Director, in compliance with Section 138 of the Companies Act 2016, which requires not less than one-third of the total number of directors of a public company to retire by rotation.
	The Shareholders endorsed the appointment of Ms. Samten Zangmo as Gerab Nyed Yon Limited's nominee Director, in place of Director Payma J. Wangchuk.
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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.
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