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To the Shareholders,

It is with great pleasure that I present the Annual Director's Report on behalf of the board of
directors of Bhutan Lottery Limited (BLL) for the financial year 2023. Over the past year, we
have continued to grow and innovate, driven by our foundational principles and strategic
objectives.

Objectives:

Bhutan Lottery Limited was established by the Royal Government of Bhutan as a State-Owned
Enterprise under the Ministry of Finance with dual primary objectives:

e To generate revenue:
e To generate employment opportunities:
e To provide quality entertainment to Public:

These objectives guide our strategic decisions and operations, ensuring that we not only achieve
financial success but also contribute positively to the broader socio-economic goals of Bhutan.
By aligning our daily operations with these objectives, we continue to demonstrate our value and
commitment to the development of the nation.

As we reflect on our achievements and challenges, it is essential to revisit the core ideas that
guide our operations and aspirations:

Vision:

“Be a responsible gaming organization.”

Our vision to be a responsible gaming organization shapes every aspect of our operations,
ensuring that we maintain integrity and trust in all our engagements.

Mission:

“To provide quality entertainment options through the promotion of innovative games with a
wide range of attractive prizes, while generating revenue in an ethical manner.”

This mission compels us to continually innovate and expand our offerings, ensuring that we
not only entertain but also contribute positively to our community and the national economy.
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Core Values:
Our core values are the pillars that support our vision and mission, guiding our daily
operations and long-term strategic decisions.

e Integrity and Responsibility:
Commitment to ethical behavior and public trust defines our approach to managing our
lottery games and systems.

e Innovation:
We strive to lead the market in providing innovative entertainment options that meet the
evolving needs of our customers.

e Financial Responsibility:
Our operations are conducted with an acute awareness of our financial responsibilities,
both to our stakeholders and to the broader community.

e Customer Awareness:
We ensure that our interactions with customers are informative and respectful,
enhancing their overall experience.

Teamwork:
Collaborative efforts and mutual respect within our team drive our success and foster a
productive workplace environment.

e Quality:
Our commitment to quality underpins our goal to lead in our sector and deliver
outstanding products and services.

This report details our efforts to embody these values in our work throughout the year and
outlines our plans for continued growth and excellence in the future.

Board of Directors

Bhutan Lottery Limited operates under the guidance of a five-member Board of Directors
appointed by the Government. The board, chaired by the Cabinet Secretary, includes senior
representatives from the Ministry of Finance, Ministry of Foreign and External Trade and
Ministry of Industry, Commerce and Employment. The Chief Executive Officer of BLL also
serves on the board and functions as the member secretary.
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The current board directors are:

SI. No | Name Designation Address
Kesang Deki Chairperson Cabinet Secretary, Thimphu

2 Tashi Penjore Board Director Consulate General, Kolkata, India

3 Sonam Tenzin Board Director Director General, DoT, MoEA,
Thimphu

4 Norbu Dendup Board Director Director, Department of Treasury and
Accounts, MoF, Thimphu

5 Phenphay R. Drukpa CEO Bhutan Lottery Limited

A total of eight board meetings were conducted in the year 2023.
Operating Result

The operations of Bhutan Lottery Limited in 2023 have been dynamic, reflecting both challenges
and successes as we strive to adapt to the evolving preferences of our players and expand our
market reach.

This year marked a significant shift in our product offerings. The Phuensum Mid Dharim (PMD),
launched in 2018, was replaced by the Phuensum Weekly Lottery (PWL) on 11th May 2023. The
PWL, with weekly draws every Thursday, offers players more frequent opportunities to win,
aligning with our mission to provide quality entertainment.

Innovation continued with the introduction of three new online games aimed at invigorating the
domestic market. One of these games is set for future expansion into the international market,
pending the completion of payment integration and the development of a multi-currency
conversion system. These initiatives are part of our strategy to not only meet local demand but
also to tap into regional and international markets, reflecting our core value of innovation.

Financially, 2023 was a robust year. Sales from the lottery increased by 14.3%, from Nu.948.7
million in 2022 to Nu. 1084.4 million in 2023. Total revenue for the year, including interest
revenue of Nu.8.3 million, reached Nu.1092.7 million, making 2023 a notably successful year
for BLL.

The operating profit before tax was Nu.216.4 million and the net profit after tax was Nu.151.4
million, surpassing our target of Nu.148.3 million. The increase in sales and profit is largely
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attributed to the proactive approach in catering to the changing tastes of the market and the
commitment to being a responsible gaming organization that positively impacts lives.

In alignment with our vision, BLL distributed over Nu.769.1 million in lottery prizes, an increase
of 11.6% from 2022, reaffirming our dedication to transforming lives through gaming.

Furthermore, the financial statements for the year 2023 have been audited by Jigme Auditing
firm based in Thimphu, ensuring our continued commitment to financial responsibility and
integrity.

This operational review underscores our ongoing efforts to align daily activities with our
strategic objectives, thereby fulfilling our mission to deliver exceptional and ethical
entertainment, and contributing meaningfully to the social and economic fabric of Bhutan.

The financial performance of BLL increased steadily over the years as presented in the table
below (Amount in Nu. million).

Detail 2021 2022 2023
Revenue 702.38 954.67 1092.7
Cost 569.37 767.74 876.66
Profit before Tax 133.01 186.93 216.35
Profit After Tax 93.73 130.93 151.44
Dividend 80.00 100.00

Staff Strength 19 19 21

Equity:
As of December 31 2023, BLL had a total equity of Nu. 60 million.
Winning Tax Paid:

In the financial year 2023, BLL made significant contributions to the national treasury through
collection and remittance of Nu. 28.7 million as winning tax. In addition, BLL also paid Nu. 64.9
million as corporate income tax, underscoring our role as a responsible corporate citizen and our
commitment to supporting the national economy.
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Highlights for the Year:

The major activities of the company during the financial year were:

i.

il.

jii.

iv.

Launch of Phuensum Weekly Lottery (PWL)

In response to declining sales of the Phuensum Mid-Dharim (PMD), Bhutan Lottery
introduced the Phuensum Weekly Lottery (PWL) on May 11, 2023. This new scheme,
features weekly draws every Thursday, increasing the draw frequency from fortnightly to
increase player engagement. Following the change, sales that had dropped from August 2022
to April 2023, began to improve, reaching Nu. 4.6 million in May and peaking at Nu. 6.8
million in August 2023.

Live Streaming of Lotto Draw

The draw dates for the Lotto Jackpot 5/36 have been adjusted from ‘Wednesday and Sunday’
to ‘Monday and Thursday effective 17® February, 2023. Further, the previously RNG-based
Lotto Jackpot 5/36 draws have transitioned to machine-based draws starting from 27"
February, 2023. These draws are now live-streamed on the Facebook Page, starting with the
draw on the same date to enhance the trust and transparency to the players.

Payment Integration using mBoB Application

To broaden the market reach for our existing online products and cater beyond the domestic
market, we have introduced an additional payment by integrating the mBoB application with
BLL’s existing payment system, effective from 8" April 2023. This enhancement is
specifically aimed at enabling Bhutanese players living abroad to participate more easily.
Through this we have been able to get more than 500 new registered Bhutanese players.

Launch of New Online Games
To cater to the changing demands of the players and provide more options, three new
additional online games are introduced in the domestic market:

a. ThuensumTerdrup

b. Thuensum Race 6

c. Bhutan Weekly Raffle

Of the three games, the Bhutan Weekly Raffle is a pilot project set to be launched in the
international market following the establishment of an international payment gateway and
development of a multi-currency conversion system.
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Vi,

vii.

viii.

Despite the inconsistent internet connection and payment gateway, online lottery is the key
revenue generation for BLL.

Increase in Deposit Limit

Based on feedback from players and stakeholders regarding the potential to increase daily
deposit limits for e-lottery games, it was raised from Nu. 600 to Nu. 1000, effective from
October 30, 2023. This change aimed to attract more players and enhance sales. As a result,
there was a noticeable increase in daily revenue from October 29, 2023 to October 31, 2023.

Term Extension of CEO
Mr. Phenphay R. Drukpa, incumbent CEO of Bhutan Lottery Limited has served the position
for two consecutive terms and received a special one-year term extension from 1% September
2022 to 30™ August 2023.

In compliance with the Companies Act and CG Guidelines, the selection and appointment of
the new CEO were conducted through an Open Competition process. Unfortunately, the sole
shortlisted candidate did not achieve the required score during the selection interview.
Consequently, as an interim measure, the incumbent CEO will continue to serve as the
interim CEO for an additional year, effective from Ist September 2023, until a suitable
replacement is appointed.

Training Program

Two groups, each comprising four members, visited two lottery companies- ‘Vietnam Lottery
Company (VIETLOTT)’ in Vietnam and ‘The Government Lottery Office (GLO)’ in
Thailand. These visits were organized to observe the Lotto Live Draws and to gain insights
into the operational processes involved in conducting these draws. The first group was sent
before the implementation of the machine-based Live Draw of Lotto 5/36, while the second
group attended after the launch of this new system. BLL conducted over 80 machine-based
live draws in 2023 smoothly following all the operational security procedures observed from
those two visits.

Share Transfer to De-suung Skilling Programme

Towards the end of the year 2023, a pivotal change occurred with the transfer of the shares of
Bhutan Lottery Limited, State-Owned Enterprise to the De-suung Skilling Program. This
transition was aimed to support the expansion and sustainability of De-suung Skilling
Programs which aims to enhance the skills of our youth and their contribution to nation
building.
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The share transfer agreement between the parties was signed on 19™ October 2023. However,
the transfer of absolute ownership of the shares will be executed upon the completion of due
process.

ix. Corporate Social Responsibilities
As part of its Corporate Social Responsibility initiatives, BLL engages in buying back
expired or used tickets from the market to minimize waste from lottery products, while also
giving back to the community through various CSR activities.

x. Upgraded the In-house Lottery Management System (LMS)

The in-house Lottery Management System (LMS) underwent upgrades, including the
addition of a module to facilitate the distribution of paper lotteries in the LMS. Additionally,
an e-invoice was introduced for agents through an online portal system, simplifying
transactions and record-keeping procedures. To enhance convenience for players, an Online
Result Check feature was implemented in the e-lottery system, allowing for quick and easy
access to lottery results. Furthermore, to improve security and authenticity, barcodes and QR
codes were integrated for all scratch card games, ensuring transparency and verification for
players.

Human Resource

As of December 2023, there are a total of 21 employees in Bhutan Lottery Limited:
e 11 males and 10 females
e | Contract Employee and 20 Regular Employees

During the year, a total of 3 employees resigned from the service. A total of 5 new employees
were recruited at various positional levels in the year to replace the outgoing employees of the
year and the previous year.

Regional Sales Agent

At the start of 2023, BLL had 7 Dzongkhag Lottery Agents, appointed through an open selection
process in 2022 for a one-year term to sell lottery products on a commission basis. Their
contracts expired on 29" April, 2023. Subsequently, on 1% May 2023, 11 new Dzongkhag Lottery
Agents were appointed for a one-year term through a similar selection process. One agent was
terminated for failing to adhere to the contract terms.

At present more than 70 sub-sellers operate under the Dzongkhag Lottery Agents on a
commission basis.
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In addition, at the beginning of the year, BLL employed 3 Sales Executives (SE) on a contractual
basis. Their contracts, initiated in 2021 and extended in 2022, concluded on 28/02/2023, due to
unimproved sales and financial losses from continued operational costs.

In response, BLL implemented a Mixed Selling Modality, appointing Public/Open Sellers in
markets without agents to sell lottery products from their outlets. These sellers receive tickets
from BLL on an upfront payment basis and earn commissions and incentives similar to the

agents.

The Sales Agents and Open Sellers catering to the various Dzongkhags are as follows:

SI. No. Agents Dzongkhags/Market Covered

Agent 1 Bhutan Smart Lottery Thimphu

Agent 2 Blessed Lottery Thimphu

Agent 3 Indo Lottery Agent Paro

Agent 4 Tashi Wangchuk Bhutan Lottery Agent | Mongar

Agent 5 Kuenjung Lottery Agent Zhemgang

Agent 6 Bhutan Lottery Agent Samdrup Jongkhar

Agent 7 Menjong Lottery Sarpang

Agent 8 Draduel’s Delight Wangdue

Agent 9 Kuenphen Lottery Chhukha

Agent 10 Gyeltshen Lottery Agent Tsirang

Open Seller 1 Deki Lhamo Trongsa

Open Seller 2 | Pema Chuki Tashigang

Open Seller 3 Phuntsho Wangdi Nganglam

Open Seller 4 | Jigme Dorji Trongsa
Products:

The existing products of BLL in the year 2023 are as follows:
A. Paper Lottery
1. Phuensum Mid-Dharim (2018 - April 2023)
ii. Phuensum Weekly Lottery (11" May 2023)
*Note: Phuensum Mid-Dharim is replaced with
Phuensum Weekly Lottery
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iii. Special Bumpers
a. Monsoon Bumper
b. Thruebab Special Bumper
c. Special Losar Bumper

iv. Instant Scratch Cards
Thuensum Scratch Cards (T-30)

Thuensum Quick Cash (T-20)

B. E-lottery Games — 2021
i.  E-lottery (Terminal):
a. Phuensum Lotto 5/36 — 14" May, 2021
ii.  E-lottery (Interactive)
a. Thuensum Crosswords — 14" May,
2021
Thuensum Bingo — 14" May, 2021
Thuensum Terdrup — 6™ March 2023
Thuensum Race 6 — 8" November,2023
Bhutan ~ Weekly Raffle - 200
December, 2023
f.  Bhutan Daily Raffle — 28" January, 2024

oo o

(*Note: Bhutan Weekly Raffle is replaced with Bhutan Daily Raffle)

Significant Audit Observations

There are no significant audit observations from any of the audits done so far.
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After Balance Date Events

No matters of circumstances have arisen since the end of the financial year which significantly
affected, or may significantly affect the operations of BLL, the results of those operations, or the
state of affairs of the company in the future financial years.

Way Forward

1. BLL remains committed to refining and implementing strategies that will enable BLL to
effectively expand its market reach to regional and international markets, ensuring
sustained growth and broader customer base.

2. As part of our ongoing efforts to enhance operational efficiency and security. BLL plans
to significantly upgrade its lottery management system and optimize the data storage
facility with high end security features to further strengthen the data protection. These
advancements are in line with our commitment to maintaining our status as a responsible
gaming organization and ensuring the integrity and reliability of our operations.

3. Ensure smooth transition to the new Board of Directors of BLL appointed by the new
Shareholders.

Conclusion

Bhutan Lottery’s annual report underscores a year of resilience, innovation, and commitment.
Despite economic and operational challenges, the company has remained steadfast to its core
values of transparency, integrity, and responsible gaming practices, nearly meeting all its
strategic targets for 2023. This has ensured a robust domestic presence and significant
contribution to government revenues.

Finally, I extend my gratitude to the Ministry of Finance for their ongoing support, and to our
board members and management team for their dedication to achieving our goals.

(Kesang Deki)
Chairman
Bhutan Lottery Limited
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