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Chairman

Dear Shareholders,

On behalf of State Trading Corporation of Bhutan Ltd., I am truly pleased to
present the 2016 Annual Performance Report. 2016 was a prolific year for
STCBL. I am pleased to report that we saw many notable successes in the
year.

On the financial front, your company achieved the highest revenue record
in its history of Nu 2.61 billion, 14% higher than the previous year, and net
profit of Nu 81.70 million, a 15% increase on 2015. What shone through is
the steadfast commitment and hard work of the Management and Staff.

Substantial steps were also taken to position your company for long-term
performance in the area of strengthening internal processes, building
external relationships with valued clients and stakeholders and promoting
goodwill through CSR activities.

STCBL has a strong foundation of integrity, loyalty and ethical behaviour
as stated in its core values and mission. I firmly believe that your company
has adopted the best corporate governance practices and with its focused

strategy will create long-term value for shareholders.

As we move forward in 2017, we are committed to continued organic,
strategic and internal growth in all our business areas. Although the company
is facing increased competition by way of new entrants in the market, we
continue to be well positioned and make essential investments in manpower,
training, processes, infrastructure and technology to deliver the best of
services for our esteemed customers.

In conclusion, I would like to thank our patrons for your continued support

and your confidence in us as we move towards yet another exciting and
bright future of STCBL.

(Dr. Ugen Dophu)
CHAIRMAN




2016 | ANNUAL REPORT

Message from the

Managing Director

All throughout 2016, STCBL made significant strides in all
endeavours that were undertaken by the various sections of the
company. A number of initiatives were put into place to position
the company in the top bracket. And these were done so while
adhering to the highest standards of business ethics and corpo-
rate governance. The result has been that STCBL set new revenue

records at all levels including at the divisions and units.

These initiatives also helped us introduce new processes that
challenge us competitively and equip us better to respond ef-
ficiently to the needs of our customers while making us more
committed to shoulder activities that promote corporate social

responsibility.

Undoubtedly the sale of vehicles is STCBL's main source of rev-
enue but unlike in the past, with careful planning and achievable
initiatives, non-vehicle products too registered a growth of 40%
in 2016. As a result of the staff and management’s efforts, STCBL
was able to earn record revenue of Nu 2.61 billion and declare a
dividend of 18% in 2016.

With that, on behalf of the staff and management of STCBL, I
would like to express my gratitude to all the shareholders and
the Board for the confidence shown in us and for the continued
support.

Tashi Delek!

WA

Yeshey Selden
MANAGING DIRECTOR




Company Profile

STCBLwasestablishedin 1968 underthe purview of the Royal Government of Bhutan and the administrative
control of the Ministry of Economic Affairs, with the primary mandate to assist the Royal Government of
Bhutan to procure essential commodities (steel, cement, medicines and explosives amongst others) from
India required for development projects.

In 1984, the company was declared autonomous and budgetary support by GRoB was withdrawn. In 1996,
STCBL was registered as limited company under the Companies Act of Kingdom of Bhutan.

MISSION VISION

Providing Quality The Paragon of
Products and Trading House in
Services through the Region

Efficient and Ethical
Business Practices

__
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Core Values

Pro dllCtiVity: The ability to maximize the effective usage of time and effort to achieve
ideal results in any endeavour.

Integrity: Being honest and having strong moral principles; moral uprightness, not
compromising the right choice for the easy choice.
Lovyalty: A strong feeling of support and allegiance to STCBL and what it stands
yaity g feeling of supp g
for.

Accountability: Means a deep comprehension and appreciation for one’s personal duties
and responsibilities, taking recognition of one’s role regardless of positive
or negative outcomes.

>
>
>
>

Resp ect: A feeling of appreciation and understanding for co-worker’s ability, quali-
ties, or achievements resulting in an atmosphere where the freedoms of
being honest, candid and content are present throughout the workplace.

Capital Structure of the Company

Authorized Capital Remarks
50,000,000.00 Equity shares of Nu. 10 each Nu.500 million.
Issued & Paid up Capital

18,000,160.00 Equity shares of Nu. 10 each Nu.180.00 million.
Share Holding patterns

RGoB (DHI) 51%

Public Shares 49%

% of shares of the individuals/Public shares

Bank of Bhutan 7.06

Royal Insurance Corporation of Bhutan 4.90

National Pension Board 2.45

Bhutan Trust Fund 5.00

Others S

Total 49.00




Board of Directors ™.

Dasho (Dr.) Ugen Dophu

Chairman

Dasho (Dr.) Ugen Dophu is the Chairman of STCBL Board. He began his career
in the year 1988. He has Masters degree in Public Health from Chulalongkorn
University, Bangkok, Diploma STD/AIDS from Songkhla University, Hyatai, Bangkok,
Diploma Tropical Diseases from Karolingskha Institute Stockholm, Sweden and MBBS
from Sir Solimullah Medical Collage, Dhaka. He worked in various capacities such
as GDMO, District Medical Officer, Hospital Superintendent, Dy. Superintendent,
Medical Director, Director, Director General and currently he is the Secretary of
Ministry of Health.

Dasho Rinchen Dorji
Managing Director, RSA Pvt. Ltd.

Dasho Rinchen Dorji is Managing Director of RSA Pvt. Ltd. since 1994 till date. He
served as Director, Dept. of Industries in 1973 ~ 1977, Managing Director, Penden
Cement Authority from 1987 ~ 1985, Managing Director, Dungsum Cement
Project from 1986 ~ 1988, Director General in Ministry of Health 1989 ~ 1990,
Managing Director, Gedu Wood Mfg. Corporation from 1992 ~ 1993. Today he
is an industrialist with his own company by the name of RSA Poly Products Pvt. Ltd.
established in 2002.

Ms. Tashi Pem
Director, RCSC

Ms. Tashi Pem has done Masters of Science in Economics (2003 ~ 2005) and
Graduate school in Economics from Kagawa National University, Japan. She is also
the certificate holder in Administrative Management Program from Royal Institute
of Management, Thimphu (March ~ June 1996). She received her Bachelors in
Commerce (Honors) from Sherubtse College, University of Delhi. She served as
Assist. Planning Officer in 26/2/1996, Sr. Tax Officer in 30/11/1998, Assist. Director
in 1/1/2001, Dy. Commissioner in 1/1/2006, Jt. Collector in  1/1/2010, and Offtg.
Collector (JC) in 1/5/2010 and Collector in Sales Tax Division, DRC, Thimphu.
Currently she is the Director of RCSC.
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Mr. Sonam Dorji
Executive Director, Royal Insurance Corporation of Bhutan Ltd.

Mr. Sonam Doriji is the Executive Director of Royal Insurance Corporation of Bhutan
Limited. Prior to his present post, he served as the General Manager for Finance
and Accounts Department (2008-2012) in the same organization. He joined RICB in
1997 after graduating from Sherubtse College with degree in B.Com (Hons.). Later
he also completed his degree in CPA (Certified Practicing Accountant) from CPA
Australia in 2001 and Bachelor of Business (Major in Accounts) from University of South
Australia in 2002. He is the member of Golden Key International Honour Society,
University of South Australia (in recognition of outstanding Scholastic Achievement
and Excellence in 2001). He was nominated as the Board Director in April 2015 in
place of outgoing Board Director Dasho Namgyel Lhendup.

Ms. Karma Choden
Company Secretary, Druk Holding and Investments Ltd.

Ms. Karma Choden is the Company Secretary of Druk Holding and Investments
Limited. Prior to DHI she served as Sr. Legislative Officer in National Assembly Secre-
tariat from July 2006 to October 2014. She earned her LL.M fromm 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, LL.B (Honors), from Govt. Law College, Mumbai in
December, 2004.

Ms. Yeshey Selden

Managing Director

Ms. Yeshey Selden is currently the eleventh Managing Director af the State Trading
Corporation of Bhutan Limited. She began her career at the Ministry of ECconomic
Affairs (MOEA), after successfully passing the civil service selection examination in
1995. She left the ministry, after serving for 16 years, as the Policy and Planning
Division Head and joined the Druk Holding and Investments Ltd., (DHI) where she
served for over two years. Since 2008, she has served as a director on various
boards namely Bhutan Development Bank Ltd., Druk Air Corporation, Bhutan Trust
Fund and Bhutan Ferro Alloys Ltd.

She is a recipient of the prestigious Joint Japan World Bank scholarship. She received
her Master of Public Administration (MPA) in Economic Policy from Columbia Univer-
sity, New York in 2003. She earned her Bachelor in Commerce degree (with honors)
from Lady Shri Ram'’s College for Women, Delhi University, in 1994.
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Ms. Yeshey Selden

Managing Director

Mr. Dorj;i Penjor Mr. Chador Wangdi Mr. quen Chada
CFO GM, Toyota Division TA, Division

Ms. Ugyen Choden Mr. Lobzang Tenzin Ms. Amrita Rai
DGM, Eicher Division DGM, HRAS Offtg. Head,
Explosives Unit

e




Directors’ Report

D ear Shareholders,

On behalf of the Board of Directors of State Trading Corporation of Bhutan Limited, I am
pleased to report on the company’s performance for the year ended 31* December 2016 in
this 20" Annual General Meeting.

Background

2016 was a phenomenal year for STCBL as it yielded the highest revenue for the company
in its four-decade long history. It is with pride I inform this gathering that the company
earned revenue of Nu 2.61 billion, breaking the earlier record of Nu 2.34 billion setin 2011.

While 2016 saw new records at division and unit levels being accomplished, the year
also saw the strengthening of internal processes and enhancement of good corporate
governance.

Despite the everyday challenges thata government entity encounters in a highly competitive
market, STCBL exceeded its targets in all spheres. This achievement would not have been
possible had it not been for the commitment of the management and staff.

Financial Achievements

Asmentioned above, STCBL registered a growth of 14% over income of the preceding year.
Similarly, the expense for the year also went up by 14%, or Nu 300.16 million as compared
to 2018. This is because of the increased business activities and the cost of goods, which
amounted to Nu 2,307.37 million followed by other direct expenses of Nu 17.64 million
and finance cost of Nu. 16.98 million.

The Net Profit After Tax of Nu 81.70 million has significantly increased by 15% over 2015.
The following table highlights the key financial facts and figures of the company for 2016.
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Particulars Y2016 Y2015
Revenue (in million Nu) 2,613.52 2,298.04
Expenses (in million Nu) 2,495.53 2,195.37
Profit After Tax (in million Nu) 81.70 71.25
Share Capital & Reserves (in million Nu) 408.88 354.17
Long Term Liabilities (in million Nu) 66.17 25.37
Net Worth (in million Nu) 408.88 354.17
Earnings Per Share 4.54 3.96
Return on Capital Employed 19.98% 20.12%
Current Ratio 1.44 1.76
Trade Receivable Turnover Ratio 15.48 14.03
Inventory Turnover Ratio 5.43 6.12
Net Profit Ratio 3.13% 3.27%

STCBL consists of seven product portfolios. The overall contribution to revenue from the
vehicle divisions stands at 84.85% and Toyota still retains its position as the highest contributor.
This does not, however, imply that income generated by non-vehicle products have declined.
On the contrary, the sales from non-vehicle products are at an increasing trend registering a
growth of 40% over 2015.

The export of stones and boulder to Bangladesh initiated in 2015 has increased by 215% in
2016. The service centers were strengthened by providing relevant training to mechanics,
technicians and service engineer of Toyota and Tata service centers. The service center was
further strengthened through introduction of multi brand body and paint service.

The capital work in progress has increased to Nu 148.95 million in 2016 from Nu 52.25
million in 2015, a growth of 185% or Nu 96.7 million contributing towards increase in size of
balance sheet and the asset of the company through the construction of Toyota 38 facility cum
Corporate Office.

Therevenue from spare partshasalsoincreased by 52.51% over 2015. Thereisalsoimprovement
in lead-time of spare parts from earlier 120 days to 45 days and reduction of stock month from
20 months to 10 months.

The company scored Customer Satisfaction Index of 7.61 on a scale of 1-10in 2016 an increase
of 0.13 over 2015. The Employee Engagement Index was carried out for the first time in 2016
on which the company scored 8.19 on a scale of 1-10, where 1 is highly disengaged and 10 is
highly engaged.

’ ’ —



The table below depicts the company’s portfolio with its revenue share:

Portfolio/Division Revenue share (%)
Toyota 44.87%
TATA 31.24%
Eicher 15.09%
CASH 3.31%
Explosive 3.08%
IT 1.36%
Export 1.05%

I am also pleased to inform that 73% (or Nu. 64.31 million) of the total trade receivables
were recovered from an opening balance of Nu 88.26 million pertaining to FY 2007 to 2015.
Furthermore, 96.24% (or Nu 2,484.08 million) out of 2016 sales amount of Nu 2,581.05
million has been collected during the year.

New Records of Highest Revenue Generation in 2016

Listed below are the business units of STCBL that have achieved a new revenue record:

Busi . Highest Revenue New Record in 2016
usiness Units e Year -
(In Millions) (In Millions)

TATA Spare Parts 17.58 201S 35.23
TATA Service 5.86 2018 9.43
Toyota Spare parts 51.97 2015 80.99
Apollo Tires 12.67 2015 14.16
IT 28.12 2015 35.18
Export Unit 8.56 201S 26.99
Eicher Spare Parts 17.88 2011 21.10

Key Non-Financial Achievements

The Management also put in concerted efforts to achieve critical non-financial activities.
Following are some of the key initiatives taken by the Management in 2016:

«  Reduced Inventory Discrepancies — The Management initiated monthly physical verification
for Toyota, Tata and Eicher spare parts with the objective to reduce shortages of inventory,
which in earlier years would be in the tune of Nu 595,437.36. As of December 2016 the
shortage discrepancy has reduced by 91.97%(Nu 47,787.44) from 2015. The initiative was
a success and improved inventory management.

— : |
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« Developed the first Procurement Manual for the company to provide guidance and detailed
processes of goods and services through open, competitive and transparent procedures.

« First ever STCBL Trade Fair was conducted in Clock Tower, Thimphu. This trade fair
showcased all products the company deals in. The event was a success and shall be continued
hereafter.

«  The construction of Toyota 3S Facilities cum Corporate Office commenced from April 2015.
As of today the physical infrastructure is complete, HVAC and electrical works are under
progress, painting of exterior has commenced. The construction will likely be complete by
the end of May 2017.

o  Successfully Launched TATA PRIMA tippers and trucks on April 9" 2016 in Thimphu.
The event was a success and the first batch of Prima customers was acknowledged with
mementos. As of date 68 units of Prima trucks have been sold.

« The Top 3 loyal customers of Tata Vehicles were sponsored by STCBL to attend the T'1
Truck racing event in Delhi from March 19* — 2272016 as part of customer retention and
loyalty program.

« STCBL’ Service Advisor of Tata Service Unit topped the Global Skill Fest Service Advisor
Championship at the Country level and was ranked third at the Regional level. The Global
Skill Fest is a unique international competition organized by Castrol India Ltd. and Tata
Motors Ltd. for evaluating the technical knowledge, soft skills, systems and service process
knowledge as a Tata Motors Commercial Vehicle Service Advisor. The International event
was held in Malaysia from 14® to 16" December 2016.

«  After the successful product demo and sales of agricultural machineries in 2015, the CASH
division conducted the first ever free service campaign for farmers based in 4 southern
dzongkhags and promoted the products in eastern dzongkhags as well. This resulted in a
Nu 2 million revenue generation from the event alone.

« Launched 4™ Generation Toyota Hybrid Prius on 16"™ November 2016 at Le Meridian,
Thimphu.

« Introduced new products in CASH division like Monno Ceramics & Fine Bone China
crockery and Walton refrigerators & freezers from Bangladesh. Franke & Faber kitchenware
from India. The objective of introducing such products was to offer genuine, branded, value
for money products to our valued customers.

The company achieved a score of 98% in the Annual Company Compact
evaluation.

| : —— v



Corporate Governance -
& Management System

best corporate governance and management

practices with DHI and Registrar of Companies,
MOoEA, support. The Company continues to be guided
by its Mission, Vision and core values and pledge to
maximize shareholders’ s value.

STCBL has adopted and implemented the

The STCBL Board constitutes of seven Board
Directors including the Managing Director. The
Board provides strategic guidance and monitors the
performance of the company on a quarterly basis.
Meetings are scheduled depending upon the urgency
of the matter. The Board met seven times in 2016 to

review performance, provide strategic guidance and
to discuss other important issues. The Board Level
Audit Committee (BLAC) is formed to study and
resolve audit issues of the company. Board Level
Committees are also formed for particular works
such as Tender Award, Recruitment above grade 4
(executive category) etc.

Amidst growing competition, STCBL provides
quality goods and services through eflicient and
ethical business practices thus the commitment and
dedication of the Board, Management and Staff to
strive for the better is once again reassured today to
the shareholders.
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PROSPECTS 2017

a) Financial Outlook

While the company expects the economic environment to remain favorable in 2017, the
sales is forecasted to be lower than that of 2016 because the sale of Tata and Eicher vehicle
to construction and transport firms were maximum in 2016 which is not anticipated in
2017. The demand surge created was still an offshoot of the removal of vehicle ban and
loan restrictions in mid 2014. Despite the fact that sales of commercial vehicles will reduce,
the company however has projected optimistic revenue of Nu 2,567.73 million, which is
decline of 0.52% as compared to 2016. 68% of the revenue is projected from vehicle sales,
the remaining 32% is expected to be generated from Explosives, I'T, CASH and Exports. The
net profit is projected at Nu 59.62 million, a decrease of 27% in comparison to the previous
year.

b) Business Growth - Organic, Strategic & Internal

STCBL is exposed to the unpredictable and highly competitive market despite the market
size. Therefore, as always, there is a constant need to diversify into non-vehicle products. In
2017 the company plans to:

1) Focus on introducing new products, services and space for business success.

Expand household products profile by the additions of genuine construction materials like
sanitary pipes, electrical fittings and many more. Explore coal import as a part of business
diversification strategy.

Improve and increase office space by setting up world-class showroom for Toyota 3S and
one-stop showroom for CASH, I'T and Eicher in Thimphu for the convenience of our valued
customers.

2) Tap new market for existing products.

Introduce new product line from existing products and increase market share of business

divisions/units from current.




3) Maximize resource and improve and enhance current internal processes.

Strengthen internal processes by revising service rules and regulations, manuals and polices.
Conduct relevant trainings to improve skills and knowledge of employees. Certify technicians
by undergoing training for Toyota 3S. Improve working environment by proposing day care
center for working mothers of STCBL.

Acknowledgement

I, on behalf of the Board of Directors and the Management of STCBL, would like to express
our deepest gratitude to the Royal Government of Bhutan, Druk Holding and Investments,
Ministry of Economic Affairs, Ministry of Finance, Road Safety and Transport Authority,
Financial Institutions and Shareholders and above all, our valued customers for providing us
their continued patronage and encouragement.

Conclusion

Finally, I would like to state that the Board of Directors and the Management of the State
Trading Corporation of Bhutan Limited once again pledge to ensure that your company is
governed and managed in the most professional and ethical manner in accordance with the
trust and faith the shareholders have placed on us.

Tashi Delek!
For and on behalf of the Board

7

(Dasho Dr. Ugen Dophu)
Chairman, STCBL
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Corporate Social

Responsibility — Element of .
Good Corporafe Governance

( : orporate Social Responsibility means giving back to society therefore STCBL in 2016 participated in

activities to support good causes some of which are outlined below:

1. Contributed Nu 400,000 as donation for Non Communicable Diseases Prevention & Control Program by
DHI Subsidiary Companies in support of a proposal from Department of Public Health seeking fund for
implementation of various NCD prevention activities under National Multisectoral Action Plan for preven-
tion and control of NCDs.

2. Donated an E-bike to Jigten Wangchuk Tshogpa for the purpose of carrying out events and daily works of
Tshogpa’s Office.

3. Employees of STCBL donated Nu 300,000 for planting of 1000 saplings as part of Tendrel Initiatives and
Nu 10,000 as funding support for Tendrel album.

4. Donated 5 numbers of Walton televisions to Jigme Dorji Wangchuck National Referral Hospital for general
wards and general service points.

5. Donated Nu 35,000 to Phuentsholing City FC, a football club formed by football enthusiasts to be officially
registered with Bhutan Football Federation.

6.  Stafts of STCBL volunteered for mitigation works along Dotikhola and Toorsa River from 25th-28th July
2016 during the southern floods.

7. STCBL participated in the first ever cross-country cleaning campaign on 9th December 2016.

8. The Management initiated the Art of Living and Yoga Programs for employees in 3 batches in Phuentshol-
ing. The objective of such a program was to reduce workplace stress, improve health and wellness, relief
from depression and improve self-esteem.

9.  The Management sponsored supply of school uniform, school shoes and bags as financial aid for STCBL
staff of grade 15 and below. The program benefitted 37 staffs and 57 school going children.

10. The Management also initiated complimentary lunch for mechanics, drivers, security guards, cleaners, mes-
senger and service boys. Currently 35 staffs are benefitted from this initiative. The program began mid of
2015 and is continued till date.




Divisional Performance | i .
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y contributing Nu. 1, 158.26 million or 44.87%

of the company’s total revenue in 2016, Toyota
has surpassed other business portfolios of STCBL to
retain its position as the highest revenue earner for the
company. Being the exclusive distributor of Toyota
products and services in Bhutan, STCBLs Toyota
business comprises of sales, services and spare parts.

While the Toyota division has the highest pool of
human resources to meet the ever—increasing demand
for quality and efficiency, Kaizen activities t00 are e
executed on a regular basis to enhance the sales of m
spare parts. In 2016, the spare parts unit of Toyota
achieved a new revenue record of Nu. 80.99 million.

To excel further in our service delivery towards our
customers, the Toyota 3S facility, currently under
construction, will be operational by the second quarter
of 2017.

Accolades

STCBL was awarded the Silver Medal for the “2016 Annual Activity” and the “Best Presenter Award 2016” during
the Kaizen Marathon Conference held in Nagoya, Japan by Toyota Tsusho Corporation, Japan on March 23-24,
2017.

Standing row, second from right : Mr. Chador Wangdi, General Manager, Toyota Division

| ; —— T



The graph below depicts the revenue contributed by the different units under Toyota for the
past three years:

Revenue in Nu. Million

2014 m2015 m2016

11.60
Service 16.61
9.9

41.06
51.964
81.07
202,83 _ _
Vehicle 1,261.82
1,086.09

o

5'11.11'9 Parts

Launched Fourth Generation

Toyota Hylorid Prius

STCBL launched the fourth generation Toyota Prius Hybrid in Bhutan on 16th November, 2016 at the Le-
Meridian in Thimphu. The fourth generation Prius gasoline-electric hybrid is an engineering marvel on Toyota’s
New Global Architecture and boasts of greater fuel efliciency while offering excellent performances and eco-
friendliness. The Hon’ble Minister of Finance and delegates from Toyota graced the occasion.
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he TATA division of STCBL is the second highest

revenue contributor at Nu. 806.39 million or
31.24%. STCBL has been associated with TATA since
the 1990’s and is one among other TATA distributors
in Bhutan, appointed by TATA Motors Limited, India.
The TATA division comprises of sales, services and
spare parts. In 2016, TATA spare parts and the TATA
service center showed remarkable growth and achieved
a new revenue record of Nu. 35.21 million and Nu.9.44
million respectively.

The division also improved its sales by 110% or Nu.
806.39 million as compared to its 2015 sales of Nu.
360.65 million. The high demand of commercial
vehicles such as TATA Prima trucks and Tippers
contributed to the favorable sales of TATA vehicles.
Similarly, continuous improvement of inventory
management and mechanization of its service center
has equally boosted the sales of the spare parts and
services unit.

During the TATA Motors One World CVIB
Distributors Meet 2017 in Goa, India, STCBL was
awarded the Highest Country Market Share 2016

— Category B followed by the Highest Retail in the
M&HCYV Segment — Category B.

Theserviceadvisor ofthe TATA Service Unitalso topped
the Global Skill Fest Service Advisor Championship at
the Country level and was ranked third at the Regional
level. The Global Skill Fest is a unique international
competition organized by Castrol India Ltd. and TATA
Motors Ltd. for evaluating technical knowledge, soft
skills, systems and service process knowledge for TATA
Motors Commercial Vehicle Service Advisors. The
International event was held in Malaysia from 14th to
16th December, 2016.

Managing Director with TATA Team during TATA Motors One World Distributor Meet in Goa

| : s



The revenue contributed for three years by the different units under TATA Division is depicted in the graph below:

Revenue in Nu. Million

W Service MSpare Parts ™ Vehicle

2014

p—
2016 761.74

TATA Prima tippers and trucks were successfully launched on 9th April, 2016 in Thimphu. The first batch
of Prima customers was acknowledged with mementos. As of now, 68 units of Prima trucks have been sold.

Engineered for performance, driver comfort and safety, TATA Motors Prima heavy trucks are without a
doubt the best price solution for cargo transportation. Manufactured with global auto technologies, the
Prima range of heavy-duty trucks has been designed to deliver optimal performance.
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D espite stiff competition in the market, Eicher
is the third highest revenue generator for
STCBL. The division contributed Nu. 389.42
million in 2016 — an increase of 109% as compared
to Nu. 186 million in 2018.

The Eicher Division constitutes of sales, spare
parts and Apollo Tyres. In 2016, Eicher spare parts
and Apollo Tyres also achieved a new revenue
record of Nu. 21.10 million and Nu.14.16 million
respectively.

The appointment of various retailers and sales
agents of spare parts throughout the country
promoted the increase in sales. The launch of
Eicher PRO series in the LMD segment in 2015
not only offered customers a good range of vehicles
to choose from but also improved sales in 2016.




Firemen

g

The revenue contributed for three years by units under Eicher Division is depicted in the graph below:

Revenue in Nu. Million

% ApolloTyres ® Spare Parts ® Vehicle

11.50

2
2014 10.21

2015 158.57

2016 15416

- . I




2016 | ANNUAL REPORT

CASH DIVISION




ASH is an abbreviation for Construction

material, Agricultural machinery, SML
commercial vehicles and Household items. This
business division was earlier set upin 2011, then
called ETC (Electrical, Telecommunications
and Construction), however, in 2014, it was
re-structured and called CASH. The unit was
created to diversify from the company’s core
business of vehicle import. Today, the division
stands as the fourth highest revenue contributor
for STCBL at Nu. 85.42 million. The increase
can be attributed to the sales of Bitumen
(Nu. 79.39 million) followed by the sales of
agricultural machineries (Nu. 10. 24 million).

The following products fall under the CASH Division:

Construction Materials
TATA galvanized and color coated sheet, Asian Paints and
HPCL Bitumen.

Agricultural Machineries

Shrachi power tiller, micro tiller, power weeder, tero reaper
and paddy thrasher.

SML & Hero Bikes

SML trucks, buses, pick ups and Hero bikes.

Household Items

Kent water filter, Walton refrigerator & freezer, Monno
Ceramic and fine bone china tableware, Franke and Faber
kitchen tops, American Touristor luggage bags.

The revenue contributed by the CASH Division for three years is shown in the graph below:

Comnst. Materials

Agri. Materials

SML & Hero Bike

Household Items

Revenue in Nu. Million

H2014 m2015 m2016

16.95

25
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TCBL is an authorized distributor of Explosives product distributor. Given the challenges of a sensitive and

in Bhutan since the 1960s. The division gives paramount precarious market, the division contributed Nu.

priority to ensure that appropriate safety and security 79.39 million, a decrease of 15.20% in 2016. The

features are in place. hydropower pojects are the major consumer of

explosives followed by general customers. In recent

While the Explosives business contributed majorly to the times, the explosives market has seen a declining

company’s revenue since its initiation, the revenue declined trend due to competition and with major projects
for the past few years with the introduction of a second coming to an end.

The revenue contributed for two years by the Explosives unit is depicted in the graph below:

Fevenue in Nu. Million

® Explosives

v
2o | 2.7
o5 | [ .

2016 _ 79.39
LSS
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2015

he IT Business was established as an independent business

unit in 2011, keeping in line with the diversification plan of
the company. The unit caters to sales and services of IT products
and additionally provides IT trainings.

A variety of IT hardware and software such as Apple, Lenevo,
Fortinet UTM, Zoho Email Suite, HP, CISCO, Walton, Microsoft,
Panasonic, Trend Micro Anti Virus, EMC Storage, N-Computing,
Trimble Solution, Dell, Konica Minolta, Brother, Samsung, HBL
and E-Procurement System are dealt by the IT Unit.

In 2016 the unit achieved new revenue record of Nu. 35.18 million
or 25.10% surpassing the earlier set record of Nu 28.12 million.
The unit aspires to grow through strategic marketing, providing
efficient after sale service and IT trainings.

The revenue contributed for three years by the IT unit is depicted in the graph below:

Revenue in Nu. Million

miT
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A- s part of the company’s diversification plan and to cushion the effect of adverse government policies
ike in the past, the Export Unit was created to strengthen and support export businesss in April
2018. Stone is the major product exported by STCBL to Bangladesh.

In 2016, the Export Unit achieved a revenue record of Nu. 26.99 million over 2015 which was Nu. 8.5
million. The revenue improvement of 217.52% was mainly driven by factors such as increased number
of importers, mining sources and reliable transporters in the current year. The STCBL Liaison Office in
Dhaka, Bangladesh, provides support and collaborates with the Export Unit for ease of business.

The revenue contributed for two years by the export unit is depicted in the graph below:

Revenue in Nu. Million

i Export

2015 8.5

2016 26.99
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Dutta Ghosh 4, Ripon Skeet, Kollaka - 700 014, india
& Associates o e 91.35.0243 1740

INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF STATE TRADING CORPORATION OF BHUTAN
LIMITED

M'ninn.

We have audited the Financial Statements of State Tradimg Corporation of Bhutan Limited (the
Company’) which comprise the Statement of Financial Posiion as at 31" December, 20016, the
Statement of Comprehensive Income, Statement of Changes in Equity, Staterment of Cash Flow for the
year then ended and the notes o the financial satements, including a summary of significant accounting
In our opinion, the sccompanying financial statements give a true and fair view of the financial posinen
of the Company as at 31 December 2016 of its financial performance and its cash flows for the vear
then ended in accordance with the Bhutanese Accounting Standards (BASs)

Basis of Opinion:

We conducted our awdit in accordance with International Smandards on Audinng [134s). Our
responsibilities under those standards are further descrbed in the Auditor’s Responsibilines for the
Audit of the Financial Statements section of our report. We are independent of the Company in
sceordance with the ethical requirements that are relevant to our audit of the financial statements in
Bhutan and we have fulfilled our other responsibilines in accordance with these requirements. Mo
‘believe thar the sudit evidence we have obimined is sufficicnn and appropgiate o provide a bass for our
Opnion.

Emphasis of Mauer
Without inzending ro qualify our opinion we draw aftenton to the following Notes Mo, 204 and 20.9 w0
the Financial Statements:

i Mote no 204 regarding transfer of N 4778777 being the toral shorages of stock has been
transferred 1o swaff advance account ar selling price for which accountability s not yer
established and is shown as *other income”

ii. Motwe no 209 regarding Related Party Transactions - confirmation of related party transactins
has pot been received from holding company (DHI) and its subsidianes.

32




Maonagement i responsible for the preparaton and faie presentagon of the fnancal statements in
sccorcance with Bhutanese Accounting Standards (BAS), and for such internal comtrol as managennt
may determines is necessary to enable the prepamton of financial statemens that are free from marenal
misstaternent, whether due o fraud or error.

In preparing the financial statements, management ts responsible for assessing the Company's ability m
cuntnue a3 4 puing concern, disclosing, as applicable, matters reluted o guing concern and using the
poing concern basis of accounting unless management cither intends © byguidate the Company or 1o
ceqse operations, or has no realistic alternative bue to do so

Those charged with povernanee are responsible for overseeing the Company’s financial reporting
procoss,

Our objectives are to obtain reasonable assurance about whether the financal statemenis ax a whole ane
free from material misstatements, whether due to fraud or error and 1o issue an awditor’s repon that
includes our opinion,*Ressonable sssurance is a high lovel of assurance but is not 2 guaraniee thar an
audit conducted in accordance with 1SAs will shways detect o matertal misstatement when it custs.
Mizstatements can anse from fraud or error amd are considered matenal if, indradully or in aggrogame,
they could rexsonably be expecied to influence the coonomic decsions of uscrs tken on the basis of
these financial statements.

1. As required by seetion 266 of the Companies Act of the Kingdom of Bhutan 2016 and on the basis
of such check and reconds of the Company 25 we comidered approprate and sccording 1w the
information and explanations given to us, we enclose in the Annexure a statement on the marrers
specified therein to the extent applicable,

L1 Inour opamon and o the best of our informanon and according 1o the explinations gven 1o us,
the alaresaid financial setements wogether with signilicant accounung policies and naotes on
aceounts give the informaton reguired by the Act in the manner so roquared and also gve-

i Inthe case of Satanent of Financial Position, of the state of affairs of the Company as
at 1™ December, 2016

i In the case of Smarement of Comprehensive Income, the Company's profit for the pear
ended on that dare, and
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i L
i In the case of the Saterment of Cash Flow, of the cash flows of the Company for the
year ended on that date.
w. Inthe case of the Statement of changes in Eguity, of the equiy of the Ca wrpeany for the
year ended on that date
For Dutts Ghosh & Associates
Chartered Aocountants
Firm's Beglsrranon Mo HERRE
didee=s A Hipon Seeeer. Second Floor
keblkapa T '[ﬁ‘-"'\‘\{'at Bengal. Incda
I

r'_,_J-'\

LA

Dipak Kumar Duita
Partncr '
Membership Mo 016333

Place: Phuenmsholing
Drae:




Duutta Ghissh & Associates
Chartered Accouritants

STATE TRADING CORPORATION OF BHUTAN LIMITED
ANNEXURE

Referred to in paragraph 3 of our audit repornt of even date

MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS

1.

=

The Fixed Assets Register maintained by the Company indicating quantitative details and
situation of fixed assets has been updated. Fixed Assets of the company have been physically
verified during the year by the management and updation of fixed asset register in the ERP is
verified

The Company has revalued its Fixed Assets during the year in order to check whether the assets
of company are impaired or not. However, the assets of company are not impaired as on
31.12.2016.

The Company has conducted the physical verification of the invemory twice during the year
2016 at all locations. First one in the month of June 2016 and the next onc was in the month of
December 2016,

The procedures for the physical verification of inventories followed by the management are
reasonable and adequate in relation to the size of the Company and nature of its business,

Shortage found during physical verification has been transferred to staff advance account in
selling price and shown under other income.

The valuation of year-end stock, in our opinion, is in accordance with the generally nccepted
gccounting principle and BAS 2 (Inventories). The Company values inventories at “Cost” only.
Since the cost is lower than Net Realizable Value,

The Company has taken loans, secured or unsccured from companies, firms or other parties
and/or from companies under the same management during the year under review.

The Company has not granted any loans, secured or unsecured 1o companies, firms or other
parties and’or to companies under the same management,

There are cases of interest free loans and advances given by the Company to its employees.
Advances granted to officers/staff are gencrally in keeping with the provisions of service rules

and no excessive/frequent advances are granted and there is no sccumulation of large advances
against any particular individual. =

T & A
A==,
FLEry O\
for :_-_-._..I
:( Charidfed "'.:-l
12 Ace -_Jn:.'lmr.l'!;
I o el
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1.

20.

Dhugta Ghosh & Asseclates
Chartered Accountmms

According 1w information and explanation given 1o ws and as observed during the course of our
audil, in our opinion, intermal control systems of the Company have been strengthen compare (o
Previous Vear in many arcas.

. The Company generally follows the system of competitive bidding for the purchose of goods

and services.

. (4} According to the information and explanations given 1o us, the Company has entered into

transaction for sale and services of holding and fellow subsidiaries (Refer note no 20,9 are
reasonable having regards to the prevailing market prices of its services or at the prices
which the transaction for similar services are made with other parties),

tb) In our opinion the sales ond services transaction with related parties as referred 1o in
paragraph 13 (a) above, were not prejudicial to the interest of the other sharehalders and
the Company.

. According to the information and explanations given to us during awdit and the records of

fhe Company examined by us an test basis, the Company has derermine the damage and sfow
meving goods e, dead stecks for which full provision maide in the account.

. According to the information and explanations given to us and the records of the Company

examined by us, the Company is generally regular in depositing rotes and taxes, provident funds
and other statutory’ dues with the approprinte authorities. Provision for tax is adequate and
necessary adjustments have been made to compute the tax provision. The company has
determined the deferred tax during the year.

. According 1o the information and explanations given to us, and the records of the Company

examined by us, as on the last day of the financial year, there was no undisputed amount
payable in respect of rates, taxes, duties, royalties and other statutory dues.

. According to the information and explanations given to us, and records of the Company

examined by us, no personal expenses have been debited to the Profit and Loss account other
than those payable under contractual obligations/service rule,

. Quantitative reconciliation is carried out &t the end of the accounting vear in respect of major

items of raded goods.

. According to the information and explanations given to us, the Corporation has a system of

obtaining approval of the Board/appropriste authority for writing off amounts due to material
loss of inventories. During the vear all shortages found on physical verification has been debited
to staff advance account at selling price

In our opinion and according to the information and explanations given to us, the Company
have consistent credit sales policy but we have found some lapses in adherence of the same in
sirict manner.

[




26,

27.

Diugta Ghosh & Associares
Chartered Accountants

. According 1o the information and explanations given to us, the Company does not muake any

sales through commission egents and hence, this paragraph is not applicable.

. Write off amounting 344.127.00 pertaining to the year 2013'% account relating to a case for

the year 2006 RAA'S memo ix still pending.

. According to the information and explanation given to us and the records of the Company

examined by us. in our opinion the financial activities carried out by the Company are Tawful
and intra-vires to the Articles Incorporation of the Company.

. In our opinion and according to the information and explanations given to us. Company has a

system of approval of the Board for all major capital investment decisions.

In our opinion and according to the information and explanations given to us, the Company has
established an effective budgetary control system.

The details of remuneration, commission and other payments made w the Managing Director
cum Chiel Executive Officer of the Company are disclosed in Note 20.10 to Finoncial
Statements.

According to the information and explanation given to us, the officials of the Company are
refrained from transmitting ony price sensitive information which is not made publicly
available. Unauthorized to their relatives/friends/nssocintes or close persons which will directly
or indirectly benefit themselves.

According to the information and explanations given to us, as the Company is engaged in
trading sctivity and accordingly paragraph 16, 17, 21, 24, 25, 26 and 34 are not applicable.

COMPUTERISED ACCOUNTING ENVIRONMENT

1. According to the information and explanations given to us, the organizational and system
development controls and other internal controls (systems) are adequate relating to the size
and nature of computer installation but meeds stricter management control  and

Improvement.

According to the information and explanations given to us, the Company does not have
adequate safeguard and back up facilities, The Company stores information in server located
in the head office only. Tt does not have any off-site back up facility to safeguard the
company records and recoup the sensitive information from any natural or other disasters,
We recommend conducting a system osudit in the Company at least once in a year by a
qualified system auditor,

!‘J

i According to the information and explanations given to us, disaster recovery plans are not
in place in the Company. T A A
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Duitta Ghosh & Associates
Chartered Accountants

4. According to the information and explanations given to us, measures taken by the Company
to prevent unauthorized becess over the computer instollation and files are generally
adequate.

GENERAL
1. Going Concern

Based on the net asset position reflected by the Company’s Statement of Financial Position as
at 31" December 2016 audited by us in accordance with the generally accepted auditing
standards, Bhutanese Accounting standard to the extent applicable and on the basis of such
other tests as we considered necessary in this regard, in our opinion, going concern will
depend upon Government Policies and successful diversification of Company's business
activities for which it is stated 1o us the management is 1aking appropriate steps,

2. nalysis

The significant ratios indicating the financial health and profitability of the Corporation are

given below:

Sl No | Ratio 2016|2015 | Remarks i

I = Current Liabilities has been |
Cumrent  Ratio  =Current  Assets! .44 176 inecreased in 2016 as compare |
Current Liabilities : ’ 1o 2015

2 . . Current Liabilities has been |
Acid Test Ratio = Current Assels : P |
other  than  inventories/Current | 47 0.73 mc;’;‘g;d 2010 a8 conipars. |
Lisbilities o

3 f?mﬂ;:ﬂs Turnover Ratin = Sales 30.02 24.96 Due o increase in sales

ixed Assets

4 Inventory Tum Over Ratio = Cost of 543 6.12 Due to increase in Inventory
Goods Sold! Inventory ’ e

3 Trade Receivable Turn Over Ratio = 15.48 14.03 Due 1w decrease in debtors
Debtors x365/ Sales ' ' balance

[ = Due to increase in  capital
ii':“;ﬁ;;?:f‘g:;}w t';’"r“ after | 19,08 20,12 | employed

7 | Net Profit Ratio = Net Profit x| gy | R G Boolpt M
100/Sales ' :

8 Earning per Share = Profit afier Tax/ | , o, 556 _[r):: to increase in Profit after
No. of Equity Shares ’ '




Dhatta Ghosh & Assoclates
Chartered Aceountanty

We hove verified compliance of the Companies Act of the Kingdom of Bhutan, 2016 (the
Act) and applicable Bhutanese Accounting Standards partially implemented during the year
and noted that the Company generally has complied with the various provisions of the Act
and applicable Bhutanese Accounting Standards exeept one are fully implemented during the
year.

. Adherence to laws, Rules and Regulations

The audit of the Company is govemed by the Companies Act of the Kingdom of Bhutan,
2016 (the amendment thereto) the “Act”, Bhutanese Accounting Standards 1o the extent
applicable and implemented. The scope of audit is limited to examination and reviews of the
financial statements as produced to us by the management.

In the eourse of audit we have considered the compliance of provisions of the said Act, its
Anrticles of Incorporation and Bhutanese Accounting Standard to the extent applicable,

. Proprictary Audit

While conducting the statutery audit of STCBL for the year 2016, we have vis-d-vis
considered the propriety aspects of the conduct of the business in various areas of operation.
During such propriety audit conducted by us we have not encountered any material concemns
in terms of the following —

I. Lapses in deployment of the funds of the Company and its assets in the economical
manner.

Excessive and some unjustified expenses incurred during the year.

Irregular expenses incurmed,

Non compliance with the rules and regulations of the Bhutanese Government.

s

However we have observed one incidence which has affected the propriety of the Company:

. Blockage of huge amount of funds of the company in the form of inventory of vehicles.
Proper action and control mechanism must be enforced in the Company to stop
accumulation of idle inventories in the company to strengthen the Working Capital flow
in the organization.
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Dutta Ghash & Assoclaes
Chartered Accountants

6. Dutstanding Advances to the Government Emplovees:

In accordance with the records of the Company examined by us and the information and
explanations given to us, the Company has not granted any advances to the officials and
employees of the Government/Joint Sector Corporations and Financial Institutions and other
Government Agencies.

For Dutta Ghosh & Associntes
Chartered Accountants
Firnfs Registration No, 309088E

Addgess: -\[quﬂ Streer. Second Floar
N L AP A
Dipa k Kumar Dutta I={ ene

Partner
Membership No: 016333

Place: Phuentsholing -
[Diavte:




STATE TRATING CORPORATION OF BHUTAN LIMITED
FIUENTSHOLING BIUTAN
STATEMENT OF FINANCIAL POSITION AS AT DECEMBER 31, 2016

Amowmy fan Nguliram (BTN

December 31, 2016 December 51, 2018
L EQUITY AND LIABLITIES ) Nates
1] Sharcholders’ Fund
(&) Share Cagilal (B 1RO 600 00 [LURER e
1) Heserves And Serplus 12 FIEEMATIN I ITLARY OF
12] Sen-cmrrest lishilities
{a} Lomg-Term Bormwengs amd loans 6601163077 13,325,371 70
b} Duferred wx |sabilay 1L 5N Al L), 124 80
13 Curreni Linhillities
(&) Shor-Term Provisioss k] |0EIHTIIT 22,052,028 80
it} Trade Pavables 3 ITAOTTAIOIE M0, 2BE 21T T
{oh Shuont- Tetm Eormeradmgs 4 M2 B404TLTH 117,326,883.32
11 by Corrent Lashibitees 5 312545562 82 I [47 41879
Total 161K 138.229.25 [ 7
I ASSETS
[ 1] Nia-cmrrean assets
() Property, Plant and Equipment a LR R 733042074
(b} Capizad Work-im-progress 62 45548 A0 42 SLISL0TL 08
[} Wome Clarent Invevtrmeny T 15,107 44 £31,009.00
2] Current asseis
i) Tavermonses check wioll ] 2566723544 320,040,670 75
il h Tembe Hecervahles ] 109 A K79 A5 ELT92 14
i) Gy and Rank Bakance 1] 43 415 908 48 AL INT A48 12
i} Showr- Term Loans And Advances 1 B5695, 13750 LR IR TR
€] Advascs Corporate Tas net ol Provisien 12 AT 0TS
{1 Cither Current Axsels 12 10,327,195 &2 10,102,987 KR
Tatal 1,018,138, 230,25 [ RS TN
e
significant Aecomnting Policles 1%
Notes to Accoumis 20

The niotes 3 aceounts eelerred o shove fonm an inbegral part of $atoment ol Fanencial Poslsn

Fist Dtta Ol & Adosociales im Behall of Roard

Chairnuam

Alembership ﬁ'.l.'.-tnb-.‘ '

o kﬂﬂ g Chaclen.

Piance. Moenliboling, Bhutan
Dl

CED
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ATATE TRADING CORFORATION OF RHUTAN LIMITED
FHUENTSHOLING BHUTAN
STATEMENT OF COMPRENEASIVE INCOME FOR THE YEAR ENDED DECEMBER 3, 016

Aty i gl (TS

December 31, 2006 Decemdier 31, 2005
INCOME Noles
Hevenue fron operaisons 13 25K AD 545 K] LUK, [2%.1 14 07
Udier sncamal LB} RATLATI. T 1T 914964 81
Tatal Revemie (4] 1601382322360 1298 044.07H. 0%
Expemses:
Purcheses of siock- - rade 141 IA10,725 00579 2009.351,535 %0
Changes i Invenicdss of aeck - in trade 151 20335577108 S6600 19167
Othry' Ehiret Expaissani 152 17659, 70012 TLSTL417.38
Enmmployes benefit expeemes Iy TO2TI0R5 44 S 1445090
Finanes Cosin i? 16.9H0,172.51 B WL 0SRAT
Oiher Expenees 1] TTI0 AR 34 ILETL 041
Diepreciation mul Amanication expere il 518 TRL41 131641806
Totwl Exproses (B TAFEEME 1T 66 L1 I6H 801,97
Profit before puceptional and eviraandinary iiems snd 11599260404 10267527671
e 1
Exceptionsl |tems (]} -
Prufit before extraaridingry items and tay 11799260504 10267527671
Extroordimary Hens : -
Prafit Belore Taa 1720280504 T0LETR2ITRTL
Tax Expenses-
{1 Ciarrent Tan LR A ) ] 30,02, 553 0
123 Priowr Year Tax -
13 Dl wn 19H 402 0 F 1124 il
Ned Frofil for ihe year R 485 3462.12 TILATL SA01
hber Comprebensive Income
Actuaried Gen (L) on empboves beneill «LUIRE.TO -51 6260
Tex on sther Compuehemsive shoome J3s %020 2ANARTED
Chber Comprebensive Imcome for the yoar, act of <TH3 03449 ~S6E 118
Total Coenprebensive lncome for the year BI,T02.327 63 3 *
Eemiig Fer Share 4.54 iL
Significant Accouniing Palicies 1]
Motes to Fimancial Stalement N

The Schedoles referred te above form e inhegral pant of Stalament of Comprehenane Income

Fet & Lo Dwiita Ubosh & Associles it behall of Board
Ciffwgred Accountamts
Fuger's Hegfspration ne. 3MUOERE
g v oo
hairman

=
{Parimeri. :
Membership Mo, : 0.-016333=r7" Director kg;mg (huden
Manee. Plwentabsolizg. Hianan I 7
DCrane: CEQ




STATE TRADISG CORPORATION OF BHUTAN LINITED
PHUENTSHOLING BHUTAN
STATEMENT OF CASH FLOW FOR THE VEAR ENDED DECEMBER 31, 2il4

vt by Npabrs (WG

Canh v Trom Opernting Activities Dewember 31, 2004 December 31, 2015
Mt Profit Before Taxatsm | 168T3E81 24 100, B63,650.71
Depteciation . 552875140 55016418 66
Ll galn) o fived anset 8137824 1N 109.92
Inverest on Honowings 10,980, 1 7241 B304 068 81
Inberest Income Roceived -1.062,516 60 JOHp IED A1
Provision for emphoyees Ex- pratia LN ELE LT R 6, 39] 008 08
Provinion for variabis pay 3902, 73484 A
Ohperaiting Profiis Before W Changes (A} 14635740512 12202786704
Warking Capiisl Clanges

| Incresse) Thecreane | Inventory =201 A0 550460 «T0,021, 500,58
{Increase) Thecrease in Loans Advances 12245, 11612 -THLIILTE
{ Incresse) Decrense in Trode receivabie <25.608,735.0% 5,984, TR 46
| Incresse VDecrease (i other current Assets <l 20204 -2 0N 51567
Ingrease (I 2acresse) in other Carment Liabdity I&E, 198,444 07 STIH, 744 47
Ingresse/| Degreass ) in Tende Pavable 0.7T90,192.59 -52H24, 199 46
Ingresse | Decrease) In Shor Term Provion S BRLTIRAT -
Incresse/{ Decrense) in Shon Termm hamwing B 410 500 44 117,306,581 02
Totsl of Werking Caphial Chuonges oy -13R01,121 .58 AT RN
Cash gemernted from eperatiom (A+B 133 406,283 27 35.924.591.16
Inérene Tax Pald I 05 p04 4] 3 178 R
(1) Nt Coshy From Opernting Activithes 105,186,675, 16 A1 HB0A1T.IN
Cush From Investing Aclivily

Inbenisl Hecelved 16250 b A0ERY Bl
Purchase of Fixed Asscls . =4 B9 E1E.TH -8 AT LM
Sale of et 7 1, 46 R EHE

Capital Wark in Progress 0 697,723 26 <50, 55707066
Tax = |1 AYE ARG R
Lishg Term Depoiis 92911 56 1,00, 08, 2
iy Mot sk From Investing activities B NS ONRLE 1Y =47 26380738
Cash Flow from Financing Aclivities

Inreresi on Loan Paid - 16 DB, 1 TIE) =8, 304,008 561
Lcsn tadkoen fresm bank 4068837907 252537100
Dividend Maul 270000, 248 00 -
(k) Mgt Canh From Finaincing Activities BRI NELE ] IT U1 M0N0
Set lnerease/Degrease in Cosdi & Cash Equivabent  (i=ii+iii) A58 40056 1637032 59
Canh & Cosh equivalem in the beginming af Hie year 08T 49512 37,544,565 11
Cash & Cash equivalent ot year ended 43,428 008 95 A0, | N7 408,12

Om behall of Board
For & Co.  Dutta Ghosh & Associahes
Acooumares
o (i, JMAINSE
Chairman
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FHUENTSHOLING BHUTAN
ATATEMENT OF CHANGES I% EQUITY FOR YEAR ENDED DECENMBER 31, 2016

Amants in Ngabtrom (FTN)

M, ol ﬁhlri-.l. Par valise Tutal value Retainesdd carmings Tatal
[ isamied @pdl per alinre ol shares
fully pakl wpi

Halamcr as @1 | Janimary T018& 1 REHI |k 10 | S ek B (K1 I DT RS 0T YL ITHARS 0T
Profi after income s - . - K2 408342 13 RLARS AT 1D
Uther compeehemaive income For the 1 - E - <Tai M 48 =T, B4
Drividends paid . - - <27, 0060, 240 041 =37, 0600 240 00
Procends lom shares issued . = - . .

Basuie ol hentas shares - - - - .

Dalamce 55 0l 3] December 2016 TR 160 180, 001, 500 00 IR ATATET 0K ETH STITI

STATEMENT OF CHANGES IN EQUITY FOR YEAR EXDED DECEMBER 3, 1015

Mo of Shares  Par vahie Twial valas Metained sarnings  Total

{innmed and ner share of shares

fully p.li-ﬂ up)
Halamce as ot | Jawiary 2015 HE LR 1 1 0 e L RILUELS R TE2921 D3 10
Prafis afler moome tax - - - T1,E2 34811 TLE2L 56901
Other compeehemive income fof the § - . - <3501 38 20 «S68. 118 X0
Diwvidends paid - - - = .
lsstae af honas shanes 5 . . . - .
Dalamce a5 ai 3 December 200158 [Lie e b B 10 01 B O 174,172,885 07 354 174 458 07

(im beehalf of Baard

For [horia Gilenh & Associaoos

JrIERE

poen L o Larma Cliodon

Mace: Phusnisbaling CEO ('/&N
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State Trading Corporathon of Bhuton Limited

Nates 1o Fi

| 2 RESERVES AND SURPLUS

Oipening. Balance as per last Accounl | Retakn carning
Adid Balosee Trinsferred from Sabement of Comprehensive Inoeme

Less: Transler for nllotment of Bonus Share
Ly Dividend paid dunng the vedr
Taial

chil Stutement for the vear ended December 31,2016

December 31, 2006

174, 172 RE3 07
K1, 70232764

Astpmmiany i Sgwirus (VFA)

Degembeer 31, 2015

102910454, 16
T1.253.430.91

255 BTS 2T

27000, 240040

174,172,885.07

IILETANTLTI

174, 1 T2LHRE 067




1 Short-Term Froskbans

Proavismn For employees Ex-grana
Peoviasm For varualble pay
Peenctiban For s

Twral

X, Tradle Pavahles

Somdry Credstors

Tistal

Stute Trading Carperation of Bkutan Limited
Nodes 1w Fimancial Statement for the vear endal Decemiber 31, ZUH

December 3, 2006

Frmmmm i g S guaBeme AT

December X1, 1015

1,860,937 33 341 0 %
3,961,734 84 ‘
B 18,701,019.78
10,523,672.17 2209202880

Decensber 31, 2016

3707741038

Decembser 31, 2615

M IE6 21T TR

370774138

3028611779




2016 | ANNUAL REPORT

State Trading Corporation of Bhutan Linited
Notes to Finsncial Statement for ther vear endod December 31, 2016

A Short Term Borrowligs

Ay i el (8 FA)

December 31, 2016 December 31, 2005
Crver Draft with Bank of Bhuan, Phuensholing
O a'e = A8 (L imdt Mo 130 MITHoE 102 820,471, 70 1IT326.803.32
SPPT = Shon Tenn Barowing B0, 00, 000, DY -
Toual 183,840,473 T 117,326, 843.52

S Uhiber Coreent Lialiliiles

December 1, 2016 December 3, 2015
Advance trom Customersiald 43 i4n,852 13 43, R6% 995 24
Addvance from Costomers{new ) 140533, 325.60 2,837,508 6
Liabllty far Putchase LR PER LS 25,615,575.83
Liablity for Estiblishment Experses FnTaz8]
Debinrs Suspeiise 1525 B6% 57
Providen! Fusd 22542 52 14200
Autit Fees . 1 15,000,000 | 14,000, 00
Liabiliries of Un-withdrmwn Cheque IM A2 4B, 358 60
Bhutan Sales Tax - 10817150
Secunity Deposit B, 007 395 8| 1734, 575 40
[ividend payable 1309, ) &t A B
Regtemtion mamey 13,47 456,60 4,750, 390,24
Tolal 311345 86282 144, 147,418,780
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State Trading Corporation of Bhutan Limited

Notes 1o Finoncial Statement for the year eaded December 31, 2006

T Non-Current Investrment for Cratuity

Define Benelit Man
| HXE and B -Gratuity Fundj
bess:Provision for Cratuity

&, Inventnries

Traubing Srock

Lroosds i trommil

*

Liss
Prowinion for Dirolenoe & Shomages

Tukal

Mudle of ¥aluation
Valuwed af cosl

Abmrmsiis i N (BT

Decenileer 31, 20015

Decembser ¥, 2006
953444730 5,961 95000
o, 400,339, 56 §,530,970.00
AN, 107,44 13101800
December 31, 2006 Degember 31, 20015

443,188,414 .55

HE 6RO, 104,74

02, 147,544.04

23.364,500,13

T8 K6, 51032 315511,745.37
3. 2R3B8 1,446,064 62
228,607,135, 334,006, 678.75




State Trading Corporation of Bhwtan Limited

Nutes to Financial Statement for the yeor ended December 31, 2006

9. Trwde Recelvibles

Debiis outstanding for a petiod exceeding six mondhs

Cumidened Good
Comsiilered Doubiful

Lesa: Provision (or Doubnful Debas

[hhwer debt, consbdered good| Cher)
Diher debis, combdensd good{sage)
Tatnl

1, Cash and Bank Halamce

Cash anid Cash Equivalests

2005 BOE ACC 246001 6 Thimphu

PEIN WML AT ST _RWR] T Tlelempduii
2026 ROB AC 07,0013 Thimphu
2014 BOB - (GEN §

Hank of Bhus FU Account ¥
Bilwnan Mothonal Bank :

| Feines] Mamk of Imdin, boolkndn

Peak PNB

Mabignal Mank Limdbed

Slargin mongy with BOBL ageing L.C
Cash in Hand imeluding Chegues
Restricted Cush For unclabmed dividend

Todal

December 31, 2016

219,954, 595.11
11, 462,757,685

Awvannd i Ypaimus | AT

December 31, 2018

101707145
75733001

A1, 44T A5LTY 372744017
11,462,757.68 TAET AN
19,054,595.11 2991707145

T3, 770,800 42
3. 73540290

S1,040,730.36
Z18251713.5)

T, 4087941 R, THL, 14434
Aty b Ngpualewr (RFN

December 31, 2016 Decemnbier 31, 20015
14, 380,032.50 1,907 000,04

0, 15508 1547171

T 24016 1753000

6H1.E3 BHLES

JG2.970. 14
12.353,641.21
Thoha ] m
GIT667.24
£6] 076,07
12,073,000,

245, 240017

123275 52
Wit AL

1625, 76800

1 5,721 4)

19,950, (4N, 0

M7 24744
LRI, | &% 00 .
43,425,904.98 401,187, 49%.12
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Suwie Trabimg Corporatbon of Bhutn Limited
Sives 1 Fluancial Santement for the year enbed December 31, 2006

.

11,0 Short-Term Loans And Advanges

December 31, 2016 December 31, 23
Advance rocavomble incash of i kisd/for value to be roooived Bl AZ4 11524 B ATLIHIT AR
Catisidered Had ar Doubdful A, HER), DR, D1 I HEE () U
Votal ER A2 11524 91LITE93TI8
Less: Provoion Sor Bsd or Deurbiful Advences 1, B0, K. O 1 B0 (0
Funal 1A BB 11524 B, 4TS ONTIN
Ndhvanscen o stalTs A} L0712 28 008674 T0
Tutal (A+H) BE,055, 157,20 A8 LR
V.2 Advamce Corporate Tay nel of Provision

Ihecembser 31, 2016 December 31, 2015
Aihvance Cmporsie Tax Paid 4093257541 17,500,004 T
Lss: Provmion fof tax 41.354.614.62 30.002.024 40
Twtal B577, 460,79 -15,700,0119,78
12 Other Curremt Assels

.

Dvcembser 31, 20016 Decemle 30, 2008
Farnest Money Deponita 2500, L, 0 FELAG 0
Security Deponin 0,540,858 93 K 342 B
Advance T direct cosi 63, 454 G HTEO4] D0
Oither Recervahle 2 EHL 3G 49 1 19561 00
Land For Sale 1. LB, 0ED 00 A329.132.00
Total 11215257 42 14,199, 51588
Loewsz

Isrenctasan far Demisntion i Value of Land kSR 061 50 4,036 532 00

Tutal Frovisiom KRR {50 4.0 36, 53200

Tutal 10.337,195.92 10,162,983 0




State Trading Corporatian of Bhatan Limited

Nobes i Fleancial Stutement for the year ended December 31, 2008

13, Kevemie frons aperation

Traling:

GO Sheet

Exploatves

ilzmen

Dichier Spure Pasts

T'nta Sparo Parts

Toyois Tyres & Tubes
Toyoda Spare Far

Tnia Vehicles

Elcher Vehiches

Toyota Vihigles
Ciompiser & Accessoriss
Two Wheslera

SML Wehick

Femt Water Filier

Adkan Pamls

Fund Wohivle Sales
Teactors and l'ower Tiller Sales
Agriculrural Maglsnaries & Accesomes
Agricullunal produd sades
Apalla Tyres Sales

Ford gpare pans

Siong

Hemusghodd mesns
Frankey Faber
Amciscan Touriler
SEsdica|

Service:

T'atx Service Cemtre Imiome
T Samvaigs Cenie Incoms

Toual

14, Chker Income

Sncetlaneous Incame

[hsceemi Weeedved

Comunssmann and Aocron
ClamnatLssses) om Exchange Fluctintion
|rteress

Reeoverics of Shonage for lavenisrgs
Chaims (bossesh o sade of Fined Assey
Primvisiem no fonger reguared
Lashibay v lomger sequmed

Tidud

December 31, 2000

5,THE.T22 70
T M0
60,500, 55323
21,086, 906.17
35, 2 .53

B, 028,607 96
T2954, 162.28

761, TINIRR9F
384,158,262, ()
1067 445 877,70
BT
SA13.R19.78
1,333038.00
9.5 00
124100

10245 23198
10.322.00
29022419
14,163,934 00
45944410
26986311 W
441 2158 00
6i, 73500
221089 ()
2045323

AT AGLTD

ety su Spafwas (AT

Degember 31, 1015

5206, 143 60
VER ] A
14,545 TRG 47
16, RYT 643 40
IT 578 044 82

B, 727045695
432448104 37

Jefylp, 259 I I

IN118 10824
300677700
TS 86T

483,395 (0

I TEsT

[FE N
[NAUNEEY 2
52175866
H200 08
12A8T 493 00
SI2RIT 00
2555227358

ARG B (M

LA U |6 A5 IS TS

I.5H1.050. 54581 LAREIZEN 1407
Dieceaiber 31, 2000 Decembwr 31, 20158

25 486,050 03 |, TRE, 9T 03

TALM0ER S2R5013).03

2I9.K43.28 133,738 &2

440,092 T3 BT E]

(NL=A3E 100, 3 &

J4E 84773 54437 34

OB GTE 2 1R 503 TR

148 AT 5 19, 1a5 647 60

T0. E$6.630 34

RATLLTLTS

11T, 904, 4,60
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. Emploves hemefil e prnses

Py and Allsisgiden

Frinadent Fund Comribsisn

Bisenus amld vassalvle pay

Meideil Expomiis

Cirmtowiy und Reiiremers Bese i

St ¥ irnEmng andd devolupsnent ¢xpeie
Lmitbran enpenses

Wilfme Eaponses

17, Fimamer £ st

bnicresd oxpemic

Tutal

stake Trading © srparalion of Bhaton Limiled
Naobes to Finans ial Statenvent for thee vear enldol December 31, 2016

Dgvembive 30, 20000

17,634, TRl 17

Hivmmats i Vgl (TG

Dewymber 31, 2005

TLSI3 41T 3%

17608 Tl 12

—a s s

Ibecembor 31, 2
A0 014 531 42
177676538
127622148

115124785

December 31, 1013
W47 3

147

75

6,007 T
1, A4
1238, baT ul
S 173 08008
i

SO W

A

T 2TONS

X014 A%0.91

Devenilier 31, 2004

1655017251

146,780, 1 72,51

Iegwmbser 31, 2015
B0 06K &
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Seane Trading orporation of Bhuatan Limited
Nates to Fimancial Statement oy the year emded December 31, 2006

dmemun 1w SgmiEwe i
1%, Diher Expemses
December 31, 2016 December 31, 2015
Aslminixoaiive Expnis
o i, el iedephons charges 2128419 1A% 654 T2
Fezs and Tonzs VEEI™16 LR UL
Printing and stataonery inchslmg posiage 1740004 06 1A Bl 12
Cienmeal linatuise 467,43 00 51339600
Eleptricity Expenses HI0 46423 T62.247 08
Licase Hemt BAlA 14943 A0 TE2 50
epalr b
Fapasm & Matnhenance O Bualdings and chvil semictives IIRINE5 N 2358725 K0
Rlepasms & Maimenance (0 Furndiure, fixtures end equipreven 212265838 2047 407 Hr
Runnimg & Staimtenance OF Vehicle EL e kL 1,065,104 33
Hurmmg & Mamnienanee D Osher 145 963 i L IXLES3 00
Travelling snd Comevance
Trmedling Expetises incliabing foresgn msels 12,522,765 A0 4193 4403 M)
{Hhers
Markctiog & Sales Promaticns ROA2 MK 34 1TRES60.09
Boaard meeting expemses and siting e BATAII0 | 5ba 0, &S
Festivals & Entertasnmignt Expaee S470.05347 1511551 Th
Diwcomm 1456161050 14758168
Mincelsncom Expemses  + 6 I3TTT IS 3,360,749 16
Bank Charges - pthers 35| AV B0 113783 34
555,500 00 0 89 )

Oihar comuliency charges
Advanee Wingien OIT »

WL TINE

Peenunen o bad and dpuky ansount . | B DOH) 00
Provesim for Doubiful Diebin 410542737 4590, 1Th T2
Winae ofl of Sandry Debiors | VER L56 1h
Ipomvnsicn o Cbolute Sleck 1,755 21726 L ik, s 5T
A Heconvery Acouam " 465,073 .50
Sueedry halonces wrinen off 10, £k O T2 LIA
Liwis i Invenznry Wil ol IR I0T 40
i %

Auidis Fes [BER LT 1 15,060 001
ol ol presclet expenses 25691174 TUFTI G

roTAL TT.730 4564 138671, LikdA 0




19. SIGNIFICANT ACCOUNTING POLICIES
A. Significant Accounting Policies

1. Basis of Preparation

The Accounting and Auditing Standards Board of Bhutan (AASBB), decided 1o adopt BAS in
phases with minor changes. These standards are referred as Bhutanese Accounting

Standards (BAS). The Company has prepared this financial statement to comply in all material
respects with the Bhutanese Accounting Standards (BAS), notified by the Royal Government of
Bhutan, Ministry of Economic Affairs Accounting Standard Rules for Companies in Bhutan,
2012 to the extent applicable and the relevant provisions of the Companies Act of the Kingdom
of Bhutan, 2016,

*

The functional currency of preparation is the Bhutanese Ngultirum.

2. Application of Bhutanese Accounting Standards

The caompany has decided on the early adoption of BAS 19 employees Benefits, which is in the
second phase of Bhutanese accounting stundards. As the Accounting Standards Board has not
pronounced BAS 19 the Company has applied the most recent version of the equivalent 1AS
19,1AS 19revised 2011), which applies for financial periods commencing on or after | January
2013, Employee retirement benefits are valued on an accrual basis as it better reflects the

estimated liability at balance date. Assets and obligations for the retirement benefits are netted

off, so that a net early funding is disclosed.
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3. Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents
amouni receivable for sale of goods or services. The company recognized revenue when the
amaount of revenue can be reliobly measured and when the future economic benefit will flow 1o
the company.

4. Property, Plant and Equipment

All property. plant and equipment are stated ot historical cost less depreciation and impairment,
if any, Cost includes purchase price, taxes & duties, labour cost, direct financing costs, direct
overheads for sell’ constructed assets, borrowing costs, other direct cost incurred up to the date
the assets is ready for its intended use ineluding initial estimate of dismantling and site
resloration cost. Subsequent costs are included in the asset’s carrying amount or recognized as a
separate assel, as appropriate, only when it is probable that future economic benefits associated
with the item will low to the company and the cost of the item can be measured reliably, All
other repairs and maintenance are chorged 1o the other income statement during the financial

periods in which they are incurred.

Lund is not depreciated .Depreciation on other assets is caloulated using the straight - line

method to nllocate their cost wo their residual values over their estimated useful lives, as follows:




Assets Class : Estimated useful life
1. Buildings and Civil
Structures: 5—8 vears

u. Temporary structure 35 years

b, Permanent Structure

2, Furniture 10 vears
3. Office Equipment 3-8 vears
4. Vehicles T - 10 years with 20 % residunl
value
5. Airconditioner | 3-T years
fr. Loose tools 7 years

7. Plant & machineries (ACW) | 7 vears

The assets’ residual values and useful lives are reviewed, and adjusted i appropriate, at the end
of ecach reporting period. Gains and losses on disposals are determined by comparing the
proceeds with the camyving amount and are recognized within “other income” or *other expenses’

as the case may be , in the income statement.

A Foreign Currency Transactions

Foreign currency trnsactions are translated into Bhutanese ngultrum using the exchange

ranes prevailing au the date of ransaction / setlement. Monetary assets and Habilities in foreign

Currencies at balance date are translated at the rates of exchange ruling at balance date,

Foreign exchange gains and losses resulting from the settlement of such transaction and from

the transaction at year-end exchange rates of monetary assets and liabilities denominated in

foreign currencies ore recognized in the statement of comprehensive income. (
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6. Cash & Cash equivalents

In the statement of cash flows, cash and cash equivalents includes cash in hand, deposits held m
call with banks, other short- term highly liquid investments with original maturities of three

months or less
7. Contingent Linbilities and Assers

A contingent liability and contingent asset are only disclosed in the notes to the account if an

outflow of resources embodying econoamic benefits is possible.
8. Income Tax

The tax expense for the period comprises current and deferred tax. The current income tax charge
is caleulated on the basis of the tax laws enacted at the balance sheet date in the countries where
the company operates and generate taxable income. Deferred income tax is recognized, using the
liability method, on temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the consolidated Mnancial statements deferred income tax is
determined using tx rates (and laws) that have been enacted at the balances sheet date and are
expected to apply when the reloted deforred income tax asset is realized or the deferred income

tax Hability is settled.

Deferred income tax assets are recognized only to the extent that it is probahle that future taxahle

profit will be availoble against which the temporary differences can be utilized
9 Comparative Information

Where necessary, certain comparative information has been reclassified and updated in order to

provide n more appropriste basis for comparison.




10, Borrowing costs

General and specific !:nmmintg costs directly attributable to the scquisition, construction or
production of a major capital project, which are assets that necessarily take a substantial period
of time to get ready for their imtended use or sale. are added 1o the cost of those assets, unil such

time as the assets is substantially ready for their inended use.
11. Trade receivables

Trade receivables are initinlly recognized at their fair value of the amounts 1o be received. If
collected is expected in one yvear or less, they are classified as current assets. |1 not, they are

presénted as non- current assets. Received are reviewed regularly for impairment.

12, Trade Payable
Accounts payable are classified as current liabilities it payment is due within one year or less(or
in  the normal upi.!‘ml.ing cyvicle of the business if longer). If not, they are presented as non-

current liabilities,

1.3, Inventories

Inventories are started at the lower of cost and net realizable value.
14, Provisions and Contingent Liabilitics

Provisions are recognized when the group has a present legal or constructive obligation as a
resull of past events, and it is probable that an outflow of resources will be required 1o settled the

obligation and the amount can be reliably estimated.

A contingent liability is only diselosed in the notes to the account if an outflow of resources

embodying economic benefits is possible.
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15, Non-current assel & labilities

The amount expected 10 be recovered or settled after more than twelve months for each asset and

[inbilities are classified under the non-current assets & liabilitics.
16, Employee benefis

Under defined benefits scheme

The company makes retirement pavments based on the final salary and vears of service. The
gratuity is accrued on the basis of actuarial valuation. Changes in service and interest are charged
tor the profit and loss account. Changes 1o actuarial valuation are charged 1o the stalement of

comprehensive income,

17, Short term loan & advances

The assets which m‘r:ﬂ'-\'cmhtc or settle within 12 months are shown under this head.

On behalf of the Board

Chairman //' v/ N

STCHBL Significant Accounting Pollcles —|




OTHER NOTES TO FINANCIAL STATEMENTS AS AT 31 DECEMBER 2016

a0,

20.1

20.2

20.3

0.4

Notes to Financial Statements

In accordonce with the verdict issued by the High Court dated 12 March, 2004 certain
pieces of land measuring 1.13 acres and 1660 ncres located at Paro and Tsirang
respectively, belonging 10 Mr. Tshering Parop, who defalcated Nu 5,382,042.00 in year
2001 have been transferred to STCBL at a value of Nu 5,382,042, During the financial
year 2015 and 2016 the company has sold 105,05 decimal of land in Paro amounting Nu.
4,197,960 in a public auction.

The total Other Direct Expenses is Nu. 211,104,609.29, Out of which Nu. 193,464,849.17
is allocated or charged. However, Nu. 17,639,760.12 cannot be charge since the nature of
expenses is unallocable. Therefore, Company has shown Nu 17,639,760.12 as “Other
Direct Expenses” amount, However, the company has attempted 10 charge 1o the goods
and the amount of other direct expense as a proportion of company’s yearly purchase has
decreased from 3.17 % in 2013 10 0.70 % in 2016,

The capital work in progress consists of the following:

Yenr 26 015
Particulars (Nuj _ (Nw) |
Construction of Toyota 35 Facilities 147,549 352 42 5225117116
_cum Corporate Office at Thimphu |
_Explosive Van (Body Fabrication) | 1,399.542.00 0.00
Total L 14894889442 | 52,251.171.16

The physical verification of inventories for the vear 2016 has been conducted as per extant
practice. Inventories worth MNu 6,785.35 and Nu 47,787.77 were reported as excess and
short respectively. There is significant drop in excess and shortages due improvement
made in inventory management as compared to vear 2013 where the excess was Nu
2.896,114.84 and shortage was Mo 886,924.83. Major portion of the anomalies are due to
human error, The accountability Tor the shortages has been fixed and recoveries are being
made from the concerned staff and booked as “Recoveries of Shonage for inventories™

under other ingome in agcounts,
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20.5 Detmls of CIF value of impors

Particulars | 2016 2015
CIF value of import from India 1,300,279,754.00 726,229 886.00
CIF value of import from third country | 1,189,143,492.08 B75.193.986.68

20.6  Details of FOB value of expons

|_P.| rticulars 2016 2015
FOB value of export o India 290,224.19 84.203.16
FOB value of export to Dhaka 26,986,331.96 8.365.227.35

20,7 The company has fully implemented following applicable standards under Phase 1 and

Phase 11 in its Financial Statement as on 31 December, 2016:

20.7.1 Sumement of Cash Flow (BAS 7)

20.7.2 The effect of Changes in foreign exchange rates (BAS 21)

20,73 Eomings Per Share (BAS 33)

2074 Borrowing cost (BAS 23)

20.7.5 Related pany disclosures (BAS 24)

20,76 Employee benefit (BAS 19)

20.7.7 Revenue (BAS 18)

20,78 Presentation of financial statements (BAS 1)

20.7.9 Inventories (BAS 2)

20,7.10 Interim financial reporting (BAS 34)

20,7.11 Provision, contingent liabilities and contingent assets (BAS 37)

20.7.12 Accounting policies, changes in accounting estimates & errors (BAS B)
20,7.13 Property, plant and equipment (BAS 16) ——
20.7.14 Income taxes excluding deferred 1axes (BAS 12) _‘ { "

\7

20,713 Impairment of Asset (BAS 36) 15[, Chaglkee, ]
20,7.16 Operating Segments (BFRS - 8) k ,/ lants)

¥ L% _--.

k

Y TN TIPS K
v AN




20.8

20.9

Following standards are not applicable as at the end of year 2016:

20.,8.1  Events after reporting period (BAS 10)

20.8.2 Construction contracts (BAS 11)

20.8.3  Accounting for Government grants, and disclosure of Government assislance
(BAS 20)

20.8.4 Consolidated and separate financial statements (BAS 27)

20.8.5 Accounting and Reporting by Retirement Benefit Plans

2086 Intangible Assets

20,87 Investment in Associates and Joint Ventures

20.8.8 Investmeént Property

20.8.% Agriculwre

Related Party

*

20.9.1 Hu]ding.fump:m}'

The Druk Holding and Investment {DHI) Company is the holding company (i.e, Parent
Company) holding 50.98% equity shares of the company. There is no adverse impact on
financial transaction 1o form a view about effects of related party relationships on an entity.
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20.9.2 Fellow Subsidiarjes

| 51 No | Name of the Company
| Bhutan Power Corporation Limited
2| Druk Green Power Corporation Limited
3 Bhutan Telecom Limited
4 Druk Air Corporation Limited —= =
5 Natwral Resource Development Limited =
b Bank of Bhutan Limited -
T Dungsum Cement Limited
& Dungsum Polymer Limited
9 Druk Holding Investment
10 DHI Infra Limited -
11 | Dagachu Hydro Corporation Limited
12 | BoB SecuritiesLimited
13 Bhutan Board Produet Limited == ="
14 Bhutan Board Export Limited
15 Bhutan Hydropower Services Limited
16 Thimphu TechPark Limited
17 Penden Cement Authority Limited
18 Tyngsibji Hyvdro Energy Limited
19 Construction Development Corporation Limited
20 Wood Craft Centre Limited
|21 | Stawe Mining Corporation Limited -

20.9.3 Commission received from the company in which the company's Director is

Executive Director{ Amount in Nu)

| Particulars 2016 015
|

Commission received from Roval Insurance Corporation 21984328 30,282.00
of Bhutan Lid (RICBL) in which the Director is
executive Director of RICBL

20.9.4 Transactions of Directors for the FY 2016 & 2015 (Amount in Nu}

Name . Goods amd services 2016 I 205
Kent sparcs 340.00 0.00
Ms. Yeshey Selden (MD
. ¥ EneYecien (V) Kent 6.00 | 5.800.00

Mr. Rinchen Dorji {Director) GYPP Pyt Lid {S::::ir Coated CGI 1.273.698.57 0.00

— o 3




Noame of Company | Goods and services 2016 | 2015
RSA Pvt. Lud Tovota & Tatn spare parts. [
07.877.08 | 41.773.78
Mr.Rinchen Dorji, Apollo Tyre
Director) 4.65,072.00 | 626,262.00
Toyotn Vehicle
7.663,883.00 | 3,540,62.00
Eicher Vehicle [ 412,088.00 0.00 |
Explosive 4,75,250.60 | 25,299.30 |

20.8.5 Sitting Fees paid 1o the Board Directors during the year 2016 & 2015
L

Board Members 2016 2015
Dr. Ugen Doph E;%}?epr.. of Medical Services; 36,000,00 £6.000.00
Mr. Sonam Dorji ED, RICB 64.000.00 | <5 0oo,00
Dasho Namgay Lhendup | M.D. RICB 0.00 | £,000.00
Mr. Rinchen Derji M.D. RSA Pvi. Lid. 48,000.00 1 39,000.00
it . i 16,000,00

Ms. Tashi Lhamo Finance Director, DHI 8,000.00 |
Mr. Tandin Tshering Director, DOL MOEA 0.00 | 44.000.00
Ms. Yeshey Selden | MD, STCBL 84.000.00 | 76 900.00
Ms. Leki Wangmo Sr. Analyst, DHI 0,00 | §0,000.00 |
T Head, Sales Tax, Revenue & 36,000,00

s AR e Custom, MOF 68,000.00
Mrs. Karma Choden Company Secretary 64,000.00 :
Mr. Kapil Mani Sharma | Chief Executive Officer 48,000.00 R
Total Nu 416,000 | 412,000.00
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20.9.6 Transaction with the DHI, Holding Company during the FY 2016 &
201 5( Amount in Nu)

Deseription | 2016 | 2015
DHI Nu Nu
CSP consullancy fee paid to DHI 0.00 -
Sale of ICT Products 2,087,700.00 -
Vehicle Servicing & Spare Parts 632,857.50 | 399,010.00
Tavyota Vehicle sale {advance) 6,846,294.00 7.070,983.00
Micro Tillers 92,971.00 -

20.9.7
{Amount in Nu)

Goods and Services availed from fellow subsidiaries during the FY 2016 and 2015

Fellow subsidiaries Particulars 2016 2015

Bhutan Telecom Communication, internet and ~

Limited telephone charges 1,754.884.72 | 1.041.248.54

f:!hut-.m Power Electricity charges 64244497 $13.410.33
Cofpemtion H HEEEE

Bank of Bhutan Limitel | Bank ;hurgcs_und fees other 6.555.340.80 | 6.961.957.25

financial services

Bank of Bhutan Limited | Interest charge on overdraft 16.980.172.51 | £.426.121.96

"Druk Air Limited Air ticket purchase 1.758.395.00 | 1,210,780.00




20.9.8 Goods and services availed by fellow subsidiaries during FY 2016 and 2015:

SL | Fellow Type of Goods 2016 2015
No | Subsidiary & Services
Value of Goods | Outstanding | Value of Ouistanding
& Serviees Amount at | Goods & Amount at
vear end Services year end
1 | Druk Air ICT Products
Vehicle
servicing
2 | Bhutan Board | Running & 377.192.67 71.865.49 3,880.00
Products Ltd | mainlenance
ICT Product 109,513.00
Tata service
3 | Dungsam ICT Products 327287 150,250.00 4,107.06
Polymers Lid Running & 181,035.53 32,027.06
Maintenance
Vehicle sale 762,352.00
4 | Natural Explosives items 110,534.77 414,446, 70 69,559,591 |
Resource Running & 580,549.64 256,661.12
Development | Maintenance
Corpn. Ltd ICT Products 217.350.00 |
5 | Dungsum Running & 190,908.87 4,.230.35 684,522.86 | 1,130,019.83
Cement Corpn. | Maintenance ;
Ltd Explosives items 972,645.06 2,450,837.31
ICT Products 170,270.00
| ICT Products T.851.35 &0,350.00 9.445.14
Running & 138,360.82 11,108.00
Maintenance
Vehicle Sale 956,284.00 2,247,577.00
6 | DHI Infra Ltd
Yehicle Sale
Vehicle 27.817.00
servicing &
Spares
Kent water filter
Bhutan Hydro
7 | Power Services | Tyl Spares
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.
Running & 67,991.95 16,756.85 78,033.33 580,337.13
Maintenance
Bank of ICT Products 391,390.00 037.854.20
8 | Bhutan Vehicle Sale 5,068,954.82
I CGI Sheel 15753743 | 1662000 | 127,559.88
Running & 317,174.00
maintenance 152,470.11 132.849.04
Bhutan ICT Products 082,589.13
9 | Telecom Lid. | Vehicle Sale 9,244 .694.00
3,007 834 .68
Druk Green T7.408,968.75
Power
10 | Corporation Running &
mainténance 9.467,820.44 694,830,73
Tyt. Vehicle Sale 8,407 872.00 15,453,245.04
ICT Products & 1,156,899.00
CGl sheet
Running & 6,464,755.97 | 2355,936.66 | 7.364,515.78 | 1,604,433.60
maintenance
1CT Products 1,203,125.60 376,421.00
Vehicle sale- 3.845,566.74
SML
Vehicle Sale-Tyt 3,922,877.00 8,254,837.00
Vehicle Sale- 6,241,669,00
Tata ;
Bhutan Power Tyres- Apollu 474,614.00
11 | Corporation Explosive 4.234.00
Running &
Dagachu maintenance 611,929.83 1,190,786.00 317.071.54
12 | Hydro Power | ICT Product 137,000.00 121,263.55
1CT Products 20,316.00 §5.409.08 274,064.00 9.347.04
Tangsibji Running & 241,164.09 11,944.00
Hydro Energy | maintenance
13 | Lid Sale of Vehicle 2,824,956.00
Tyres- Apollo 195.936.47 35,752.00 A76,377.15
ICT Products 13,500.00 798.221.50
Running & 261,006.30 79.832.88
maintenance
Vehicle Sale-Tyvt 14,298,439.45 4,394,058,00
Construction Sale of 762.456.52
Devlopment Explosive
14 | Corpn. Lid, Sale of Bitumen 40,810,317.26




Running & 9325469 | 91.389.56 13.435.99 |
| maintenance
State Mining Sale of Vehicle 3,779,079.00
| 15 | Corpormion ) | | |
16 | Wood Craft ICT Product 17,600.00 31,327.67 | 75,030.00 | 30417.5)
Centre Lid .
Running & 15,718.00 15,274.00
Maintenance B |
17 | DHI Running & 632,857.50 |  44,461.17 399,010.00 | 236,784.45 |
Maintenance 1 __.|
Vehicle Sale 6,846,294.00 | 7.070,983.00 | |
| ICT Products 2,087,700.00 | .
i Micro Tillers 92,971.00 |
18 | Thimphu Sale of Vehicle 2,152,439.00
(TPL)_
19 | PCAL Sale of 1,554, 858,00 |  389,985.87 |
Explosive
Running & 8,025.00
 — Maintenance |
Total 117.289,119.04 | 6,785,613.82 | 83,666,133.99 | 5,190,411.06 |

20010 Dretails of compensations paid to key management personnel { Managing Director)
during the year 2016:

2016 2015
Parti
| articulars (Nu) (Nu)
Salary 14,88215.64 | 1,409,116,14
Ulhl_.'l‘ Allowances, fees and DSA (Toreign 182.932.25 556.068.75
travel) |
_'l_‘_!l_'l_iu.'l 1.871,147.89 I.'Jﬁflr.l 54.59
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20011 Earnings Per Share (EPS)

' No of Equity Shares ; 2016 2015
At the beginning of vear 1,800,016 | 1,800,016
[ssue of bonus share - &
At the end of the vear (See Note) . 18,000,016 | 18,000,016
Weighted average no of equity shares 18,000,160 18,000,160
outstanding during the vear

: Face value of each equity share Nu 10,00 Nu 10.00
Earmings available to Equity Nu.81,702,327.63 MNu,71,253,430.9

| Sharcholders
Eamings Per Share (BASIC) Nu. 4.54 MNu 3.96

Note: Vide notification no. RSEB/LIS/GEN/2014/474 dated 22™ July 2014 issued by Roval
Security Exchange of Bhutan, the current face value of the Company’s Equity shares has been
changed from Ny 100 to Nu 10 with effect from 1" August 2014 resulting in increase in number
of Equity Shares of the Company from 900,008 1o 9,000,080 in the previous year. Such increase
in number of Equity shares has also subsequently reduced the current year earnings per share 1o

the extent shown in the Financial Statement.

20012 Grataity Fund

The Company has applied BAS-19 for an earlier period hence the disclosure for same is made
sccordingly. BAS 19-Employee benefit is applicable for financinl statement covering periods
beginning on or after 1 January 2016 (Phase-11). The Company has incorporated the figures for
sctuarial goin and loss based on the report prepared by actuary. The actuarial valuation is made

at the end of the period.




| Change in Define Benefit Obligations 1016 2015
1 | DBO at the end of the prior period 8,830,970.00 7, 346,050,040
2 | Current Service Cost 1,573,220.00 1,236,107.95
3 | Interest Cost on DBO 726,339.00 603.814.50
4 | Actuarial (gain}/loss 929.310.00 535,948.55
| 5 | Benefit Paid direetly by the Company (2,563,499.14) (890.951.00)
6 | DBO at the end of the Current period 9,496,339.86 $,830,970.00
Change in Fair Value of Plan Assets 2016 | 2015 [
i Fair Vulue of assets m end of prior 8.961,989.00 B,513.977.95 |
period |
2 Interest income on plan asscts 761,769.00 723,688.50 |
p Rewwrn on plan nssets greater/{lesser) (189,310.70) (275,677.45) |
: than discount rate | |
3 Fair value of assets ot the end of current 9,534,447.30 | 8,961,9589.00
period - —]
Net Balance Sheet Positions 016 2015 |
] Fair Value of Planned Assel B9,534,447.50 8,961,989.00
2 Defined Benefit Obligation 6,592.260.00 8.830,970.00 |
3 Net Defined Benefit Assets/ (Liability) 38,107.30 131,019.00 |

Actuarinl assumptions employved for the calculation as at | January, 2016 and 31 December,
2016 is as follows:-

Particulars 31 December, 2016 31 December, 2015
1 | Discount Rate 8.50% 8.50%
2 | Salary Escalation Rate 6.00% | 6.00%
i Mortality rate Indian  Assured  Lives | Indian  Assured  Lives
Mortality {2006-08) | Mortality (2006-08)
P (modified) Ult. {modified) Ult.
Withdrawal rate [ 5.00% 5.00%
] Method of Valuation | Projected Unit Credit
| (PUC) Method

/7
g
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As per actuarial valuation there is a net loss of Nu.1, 118,620.70 that has to be booked as other
comprehensive gain/loss. The Gratuity Fund Account is maintained in the form of fixed deposit

account with Bhutan Development Bank Limited. The investment in Gratuity Fund Account as
on 31.12.2016 stood at Nu 9,534,447.30(Previous vear - Nu 8,961,989.00), whereas the liability
for Gratuity fund is Nu. 9,496,339.86 (Previous year- Nu 8,830,970.00). The same has been
grouped under Long Term Deposit [Refer notes to financial statement 7.1].

20.13 Contingent Liability

The company has outstanding legal claims filed against the company by two tour operators
namely M/s Keys to Bhutan and M/s Aja Tours and Treks amounting te Yen 6,171,731, The

provision for the payment hasn't been included in the financial statement as no liability is

anticipated.

20.14 Court Cases filed against company's debtors

The company has filed cases against five debtors during the year as listed in the table below:

SL. | Name Pertaining  to Status Amount (Nu.)
No (Year) 0
l Gangkhap  Cement Case registered in the
‘ Agent (Tata sp) 2012 court 7.212.00
Gangkhap Cement Case registered in the
2 Agent{Eicher sp) 2012 court 357,353.00
Case registered in the
|3 Khamsaa Workshop 2012 court 204,747.95
4 Mr. Chogay Dorji 2014 Case registered in the 518,016.00
Court
Palden Construction, Case registered in the
5 (PHPA-II) 2014 court. 754,523.73
Tuotal 2,141,852.68




200,15 Segmental Reporting

Deseription of Segments

State Trading Corporation of Bhutan Ltd has following divisions, Toyota & Tata divisions deals
with sale, spare & scrvice of Tata & Toyota vehicles Eicher division deals with sale of
vehicle,Parts,two wheelers & Apollo Tyre.Cash division deals with household items, Agriculture

machineries, SML, Bitumen, Kent Filter ete.

Explosive division deal with explosive items & other includes sale of medical, stone & ICT
Products.
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20.16 Declaration of Dividend

The Board of Directors in its 100™ Board meeting held on 8™ March, 2017 declared 18%
dividend amounting to Nu.32, 400,288 00 which was also ratified by the Sharcholders in its

20* AGM Conducted on 8™ March 2017

On behall of the Board

¢ N
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