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Main area of reform 

 

 

Main purpose(s) of 

reform 

 

 

Link with the Policy 

Brief 

 

Main steps taken to date 

 

Further steps ahead 

 

Time frame 

Below are the headings of 

the six chapters of the Asia 

Policy Brief 

What in terms of 

enhancing the 

framework and 

governance of 

SOEs was the 

reform aimed at 

achieving?  

Please list the specific 

recommendation  from 

the Asia Policy Brief that 

the reform concerns 

Legal and regulatory change as well as 

changes in implementation of existing rules.  

Additional reform steps 

that are  already 

planned, being 

developed or not yet 

fully implemented 

(please specify) 

Dates on which reform 

has taken place and 

deadlines for further 

action 

 

Ensuring an Effective Legal 

and Regulatory Framework 

for SOEs 

 

Institute effective 

legal and regulatory 

frameworks to 

introduce a dynamic 

business-oriented 

culture in SOEs 

Complete the 

corporatization process 

and harmonize SOEs’ 

legal status within each 

economy 

All SOEs are separate legal entities 
incorporated under the Companies Act of 
Bhutan. The Articles of Incorporation (AoI) for 
those SOEs fully owned by Druk Holding and 
Investments (DHI) were revised after the 
formation of the DHI.  DHI has also 
developed “DHI Guidelines for New 
Company Formation” defining the process 
and requirements for any new company that 
may be formed by DHI.  

  

Ensure arm’s length 
relationship between 
SOEs, state-owned 
banks and financial 
institutions 

The state-owned banks do not provide any 
special preference or subsidized loans to 
SOEs. The state-owned banks are also 
regulated by the Royal Monetary Authority 
(RMA) and have to abide by all provisions of 
the Prudential Regulations and other 
regulations issued by RMA.   

  

 
The State Acting as an 

Owner 

 

Establish 

transparent and 

accountable roles 

and responsibilities 

for ensuring 

effective 

governance of 

SOEs 

Rationalize the state 
owned sector  
 

DHI has developed a Divestment Strategy, 
which aims at giving DHI a broad strategy for 
divestment up to year 2015. This shall be 
implemented in consultation with the Ministry 
of Finance. 

  

Asian governments 
should develop and 
disclose an ownership 
policy 
 

DHI Ownership Policy has been published 
and been in effect since May 2010.  
 

A more 

comprehensive 

Corporate Governance 

(CG) Code shall be 

developed through 

World Bank 

assistance. 

DHI shall develop CG 

Code document by  

December  2012 

Ensure visibility, strength 
and consistency in the 
exercise of the ownership 

With the establishment of DHI, the 
commercial SOEs are centrally coordinated 
by DHI. The DHI Ownership Policy provides 
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function, through 
centralization or effective 
coordination between the 
different ownership 
entities. 

an overall framework for interface between 
Ministry of Finance (government), DHI and 
the companies.  

Avoid interference in 
SOE management 
 

DHI was established as an autonomous 
holding company as per the Royal Charter.  
The Ministry of Finance as the sole 
shareholder of DHI does not involve in the 
management of DHI Portfolio Companies 
(DPCs) but a representative from the Ministry 
of Finance serves as s director on the board 
of DHI 

  

Develop structured and 
transparent board 
nominations process of 
SOE boards 

 

In the DHI owned and controlled companies, 
the DHI Board Nomination Committee (DHI 
BNC) shall appoint all board directors, as well 
as identify any changes required in the 
composition of the board. The company 
board shall notify the DHI board of any 
current or impending vacancy arising out of 
resignation, termination, retirement or death, 
and may suggest the desirable competencies 
required of the replacement.   

 
 

A Board Charter will 

be developed through 

the World Bank 

assistance, which shall 

describe clear roles 

and responsibilities of 

boards of DHI 

companies including 

the board nominations 

process based on 

international best 

practices. 

DHI shall develop the 

Board Charter by 

December 2012 

Ensure appropriate 
accountability of the 
ownership function 

 
 

DHI submits semi-annual and annual reports 
on the companies’ performance to the 
Ministry of Finance. These reports include 
both the financial and non-financial 
information. The Ministry of Finance shall 
report to the National Assembly on the 
performance of DHI and where further 
clarifications are required by the National 
Assembly, the Ministry of Finance may 
require the Chairperson of DHI to make such 
clarifications.  

  

 

Equitable Treatment of 

Shareholders 

Recognize and 

respect the rights of 

all the stakeholders  

Reinforce provisions 
protecting the rights of 
minority shareholders in 
relevant laws and 
regulations 
 

The statutory registers, register of 
shareholders and debenture holders and 
minutes of general meetings maintained by a 
company under the Act (Companies Act) 
shall be open for inspection, during business 
hours, to the shareholders and debenture 
holders free of charge or to any member of 

The CG Code shall 

include provisions for 

equitable treatment of 

minority shareholders. 

CG Code will be 

developed by 

December 2012 
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 the public on payment of a sum.  Any person 
shall be entitled to be furnished, within seven 
days after he has made a request on behalf 
to the company. Non-state shareholders are 
invited to attend the general meeting but 
often they do not. Their level of involvement 
is very minimal but they generally elect one 
of themselves to represent their interest in 
the company.  All voting rights are based 
upon the shareholder’s shareholding pattern.  

 
The Ministry of Economic Affairs (MoEA) has 
already initiated the process of revising the 
Companies Act of Bhutan.  

 Increase the 
independence of SOE 
boards and improve the 
transparency of their 
nomination process 
 

There is no requirement of independent 
directors on the board but DHI continuously 
strives to have a mix of individuals from the 
private sector as well as from the civil 
service. The existing pool of prospective 
directors is very small in Bhutan and 
therefore, making it very difficult to have 
independent as well as qualified directors. 
 

  

 

Relations with 

Stakeholders 

 

 SOEs should reassess 
their stakeholder 
engagements and 
develop a strategic 
approach vis-à-vis 
stakeholders relations  
 

DHI organizes annual press conference to 

provide opportunity for the media to interact 

with its companies. In addition, when the 

topic of discussion is of national interest, the 

concerned Chief Executive Officer (CEO) and 

senior management attend to public debate.  

DHI and its’ companies also employ a full-

time PRO.  

DHI is developing 

communication 

strategy paper for 

proactively engaging 

the stakeholders.   

The communication 

strategy will be 

developed by 

December 2012 

 
Transparency and 

Disclosure 

 

 Clarify SOE objectivities 
and make non-
commercial ones explicit 
 

Some SOEs have significant non-commercial 
objectives such as rural electrification and 
telecommunication. These objectives are not 
explicitly specified in any laws or regulations 
but are discussed during the DHI-MoF 
Performance Agreement meeting that takes 
place at the beginning of each year.  

  

Cover the costs of non-
commercial objectives by 
the state budget 
 

The cost of these non-commercial objectives 
are usually met by the companies 
themselves but sometimes the government 
may provide subsidies or subsidized loans to 
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carry out these projects.  However, there is 
an on-going discussion with the Ministry of 
Finance (MoF) to approve the reflection of 
such non-commercial activities costs in the 
annual report.  

Build up and publish 
relevant performance 
indicators 
 

DHI monitors the performance of its owned 
companies through the compacts which are 
signed at the beginning of each year with the 
company board and management. Progress 
against these compacts is reported by the 
company to the DHI Board at least twice a 
year. These reports are compiled at DHI and 
then submitted to the Ministry of Finance 
periodically. If required, the Ministry of 
Finance can summon DHI to make its report 
to the Parliament. 

With support from the 

World Bank, DHI has 

reviewed the current 

compact guidelines 

and shall be revised to 

incorporate  

performance indicators 

and benchmarks for 

effective monitoring of 

its companies.   

The revised compact 

guidelines shall be 

adopted by early 2013. 

 Require large SOEs to be 
as transparent as listed 
companies 
 

SOEs have to make periodic reports to DHI 
and the concerned regulators such as the 
Royal Monetary Authority for the banks. All 
SOEs are required to publish an Annual 
Report which includes Chairman’s 
Statement, Balance Sheet, P&L Sheet, Cash 
Flow Statement, Statement in changes in 
Equity, Audit Report and other non-financial 
information.  

The CG Code 
document to be 
developed in 2012 
shall have policy on 
transparency and 
disclosure 
requirements for DHI 
companies. 
 

CG code shall be 

developed by 

December 2012. 

Ensure that SOEs are 
subject to a robust audit 
system 
 

SOEs in which DHI hold 100% shares are 
required by DHI to have internal audits and 
the Banks are required to have internal audits 
by law. The statutory auditors are appointed 
at the Annual General Meeting and are 
required to audit the company in accordance 
with the Companies Act. While an 
independent auditing firm conducts statutory 
audit of the accounts of the company, the 
Royal Audit Authority (RAA) of Bhutan may 
also audit the company’s performance from a 
proprietary point of view. 

DHI shall develop 

Audit Charter with 

World Bank support to 

institute robust 

auditing system in the 

DHI portfolio 

ompanies.  

Audit Charter shall be 

developed by 

December 2012. 

Actively monitor and 
benchmark SOE 
performance 
 

At the beginning of each year, DHI in 
consultation with each of the company board 
and management signs a compact which 
includes annual target broadly in areas of 
finance, operation, corporate governance and 
customer service.  It is through these 

The current compact 
guidelines shall be 
revised to improve the 
target setting, 
reporting and 
monitoring procedures. 

The revised reporting 

and monitoring 

procedures shall be 

adopted in 2013. 
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compacts that DHI monitors the performance 
of it’s’ companies.  The bonus and the 
variable payout of these companies are 
dependent on performance against the 
compacts.  Progress against these compacts 
is reported by the company to the DHI Board 
at least twice a year.  

Sector-specific 
indicators and 
benchmarks shall be 
developed for DHI 
companies operating 
in energy generation 
and transmission, 
natural resources, 
aviation, banking and 
telecom sectors.   

 

The Responsibilities of 

Boards of SOES 

 

Provide necessary 

authority and build 

competencies of the 

boards to undertake 

their role and 

responsibilities with 

integrity, efficiency 

and accountability.  

Clarify and reinforce SOE 
board mandates and 
functions 
 

The functions and power of DHI and the 
company board is clearly defined and 
separated in the Ownership Policy.  SOE 
boards are responsible for appointing and 
removing the CEO, and ensuring proper 
succession planning at the executive 
management levels. CEO.  

The Board Charter to 

be developed through 

the World Bank 

assistance will further 

reinforce the mandates 

and functions of SOE 

boards.  

Board Charter shall be 

developed by 

December 2012. 

Ensure that SOE boards 
are actively engaged in 
shaping the strategy 
 

Annual compacts which are signed between 
DHI and the company board are approved 
and signed by the Chairperson of the Board. 
The Board may also have supplementary 
performance agreements between the board 
and the management itself.  It is also a 
requirement of the DHI Ownership Policy for 
the formation of certain committee such as 
audit in order for the board to concentrate on 
more strategic issues and decisions.  

  

Require SOE boards to 
have nomination 
committee 
 

In the DHI Owned and Controlled companies, 
the DHI board shall appoint all board 
directors, as well as identify any changes 
required in the composition of the board.  The 
company board shall notify the DHI board of 
any current or impending vacancy arising out 
of resignation, termination, retirement or 
death, and may suggest the desirable 
competencies required of the replacement. 

The proposed Board 

Charter shall include 

the establishment of 

committed including 

the nomination 

committee. 

 

Increase competencies in 
SOE boards 

The size and the composition of the boards 
of DHI owned and controlled companies are 
explained in the Ownership Policy. 

  

Provide proper training 
for SOE board members, 
including induction 
training 

DHI organizes orientation program for new 
board directors every year to orient them on 
corporate governance structures and 
processes and train them on basic skills to be 
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 effective board members.  
 
DHI with World Bank support conducted two 
international training and certification 
workshops for 40 board directors of DHI 
companies and the third will held for more 
that 20 board members in August 2012.  

 Develop performance 
evaluation for SOE 
boards 
 

DHI has developed Board Evaluation 
Guideline to guide self and peer evaluation of 
boards of DHI companies. The first formal 
board evaluation was carried out in early 
2012. Based on this experience, the 
guideline will be revised to improve the board 
evaluation process in 2013. 

  


