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11:10 a.m.

OPENING CEREMONY

The 7™ Session of the First Parliament of Bhutan
commenced with Zhugdrel Phuensum Tshogpai Tendrel
graced by His Majesty the Druk Gyalpo on the 18" Day
of 3 Month of the Iron Female Rabbit Year
corresponding to 20" May, 2011.

INAUGURAL SPEECH OF THE HON SPEAKER

While inaugurating the 7™ Session of the First
Parliament of Bhutan the Speaker on behalf of the
Parliament welcomed and thanked His Majesty the Druk
Gyalpo the embodiment of our collective merit, for
gracing the inaugural ceremony in keeping with the
provision of the Constitution. He also welcomed and
thanked Ashi Deki Yangzom Wangchuck, Ashi Pema
Choden Wangchuck and other Royal Family Members,
Chief Justice of Bhutan, Senior Government Officials,
Indian and Bangladesh Ambassadors and other
diplomats, distinguished guests, students and all those

who were witnessing and listening to the session
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through television and radio to the Inaugural ceremony.
The Speaker expressed his confidence and prayers for
the fruitful and successful conclusion of the 7™ session

like the past sessions.

HIS MAJESTY THE DRUK GYALPO’S ADDRESS

It is now almost three years and three months since the
start of democracy. Our nation has so much to be proud
of. The first years of democracy have been a great
success, made possible by the blessings of the Dharma
and our Guardian Deities and the foundations laid
through the selfless efforts of our forefathers and Kings

and the good fortune and karma of the People of Bhutan.

Our generation embarked on a profound process of
democratization, with little experience but armed with
the strength of our unity of vision and aspirations. Our
people, government, religious institutions and bodies,
private sector, media, legislature, constitutional bodies,
judiciary and the armed forces have all served the
country well under this new system, and have worked to

slowly shape a strong and effective democracy. Through
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your hard work, it has been possible in the midst of such
a dramatic transition to oversee the vast socio-economic
development plans and projects we had in the 10™ Five

Year Plan.

The government has worked tirelessly in all sectors such
as hydropower, tourism, agriculture and industries.
Remote villages are being connected with roads and
electricity, while education and health facilities are
being broadened or improved. Our traditions and
cultural values continue to be strengthened and rural
Lhakhangs are being renovated. The government has
moved with intensified efforts to renew foreign relations
according to the changing times. I am happy that our
relations with India are as strong as ever. The people of
Bhutan must appreciate all these efforts being made by

the government.

In spite of all our achievements, Bhutanese people
should never be complacent. If even a small fraction of
the problems that plague other nations appear in Bhutan,
our small society will be forever afflicted and we may

never regain our jewel of a nation.



As we move forward, we must be guided by the most
sacred and unchanging national goals — the security and
sovereignty of our Nation and the peace, unity and
harmony of our People. Today, as I have said before, our
immediate and foremost duty is the success of
democracy. That is our foundation for the future success
of Bhutan. But democracy can only flourish if all
Bhutanese uphold the rule of law; if there is good
governance, if corruption is eradicated and if the

delivery of public services is fair and effective.

As a small landlocked nation, the only way for us to
fulfil this is to carry out our duties through cooperation,
sharing and consultation. I know that each ministry,
government institution, parliamentary body or public
agencies has its own mandate. Still, you must work
together, not in competition. Henceforth, I ask all of you
to establish the practice of meeting regularly, sitting face
to face every now and then, so that you will always be in
collaboration as you carry out your separate
responsibilities. And all problems may be resolved

without being allowed to fester and grow. Such shared



effort will be in the true spirit of Gross National

Happiness.

PROCLAMATION OF ROYAL WEDDING BY
HIS MAJESTY THE DRUK GYALPO

Today, at this auspicious gathering, I would like to make
a short announcement to all the people of the 20
Dzongkhags. As King, it is now time for me to marry.
After much thought I have decided that the wedding
shall be later this year.

Now, many will have their own idea of what a queen
should be like — that she should be uniquely beautiful,
intelligent and graceful. I think with experience and
time, one can grow into a dynamic person in any walk of
life with the right effort. For the queen, what is most
important is that at all times, as an individual she must
be a good human being, and as queen, she must be
unwavering in her commitment to serve the People and

the Country.

As my queen, I have found such a person and her name

is Jetsun Pema. While she is young, she is warm and
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kind in heart and character. These qualities together with
the wisdom that will come with age and experience will

make her a great servant to the nation.

This union does not mean that I am starting my own
family. From the very day I received the Dhar-Ngay-
Nga from the sacred Machhen, the people of the 20
Dzongkhags became my family. Such is the duty and
privilege of all Kings of Bhutan. It is through this union,
that I shall have a Queen who will support, and work

with me, as I serve the People and the Country.

The wedding will be in accordance with age-old
tradition, to seek the blessings of our Guardian Deities. |
ask the government not to make any plans for a grand
celebration. The happiness of my beloved father and the
blessings of our People will give me the greatest joy and

happiness.

EXPRESSION OF APPRECIATION TO HIS
MAJESTY THE DRUK GYALPO

Upon recognition by the Speaker, the Prime Minister,

Chairperson of the National Council, Leader of the
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Opposition, Members from Jomotsangkha-Martsala,
Gangzur-Menjay  constituencies  expressed their
gratitude to His Majesty the Druk Gyalpo for providing
noble guidance to the Parliament and further pledged to

serve with renewed loyalty and dedication.

It was submitted that the proclamation of His Majesty
the Druk Gyalpo to take Ashi Jetsun Pema of noble
family line, endowed with pure qualities, crucial to a
royal bride is the fulfilment of aspiration of all the
Bhutanese. The Wangchuck Dynasty is important for the
sovereignty, democracy and independence of our
country. The timely Royal Wedding by our Monarchs
for the uninterrupted continuity of the Dynasty is one of

the most significant aspirations of our people.

Furthermore, it was submitted that the announcement of
the Royal Wedding to be held in October 2011 is the
ultimate fulfilment of the aspirations of Bhutanese
people. They expressed their profound joy and
happiness and pledged that the government and people

with deep respects and dedication would ensure to make



the wedding ceremony a very festive and joyous

occasion for our people.

EXPRESSION OF SUPPORT FOR THE ROYAL
WEDDING CEREMONY

The Speaker on behalf of the Parliament with great
confidence and admiration pledged its complete support
to His Majesty the Druk Gyalpo’s proclamation of

wedding to Ashi Jetsun Pema.

Moreover, the Members expressed Tashi Legmoen for
enhanced solidarity, peace and happiness in the country
from the day of Royal Wedding. They wished for
fruitful Royal Procreation like a summer blossom in the
meadow to ensure the continuity of the monarchy. The
inaugural ceremony of the 7™ Session concluded with
the offering of prayers for the reign and noble activities
of His Majesty the Druk Gyalpo to flourish equivalent to
the boundless sky and the perpetuation of Monarchy at

all times to come.



(18™ Day of the 3" Month of the Iron Female Rabbit Year
corresponding to 20™ May, 2011)

10:05 a.m.

APPROVAL TO COMPILE AND REVIEW THE
AMENDMENTS EFFECTED TO THE
MARRIAGE ACT (1P7M1)

The amendments effected in the Marriage Act of
Bhutan, 1980 during the 74", 83" and 85" Sessions was
read out to the Joint Sitting of the Parliament by the
Secretary General of the National Assembly. It was
proposed that the past amendments to the Act be
complied to facilitate implementation in the Royal Court
of Justice. It was also submitted that approval for the
compilation be granted by the Joint Sitting of the

Parliament.

Most of the Members commended and supported the
proposal to compile the amendments passed on the
Marriage Act 1980 in the past Sessions. The House
expressed its approval and directed that the compilation

to be carried out under the order of the Speaker.



12:10 p.m.

REPORT ON THIRD FIRE IN BUMTHANG
CHAMKHAR TOWN (1P7M2)

The Member from Bumthang, Agriculture Minister,
Lyonpo Dr. Pema Jamtsho reported that 46 houses were
burnt down in the fire disaster that occurred at 3.30am
on 27™ May, 2011 at Bumthang Chamkhar town. He
said that the occurrence of such disaster three times in a
stretch of just seven months was shocking and
saddening, however, it is incomprehensible if such an
incident is an accident or an outcome of deliberate foul
play by some miscreants. The National Council Member
from Bumthang also submitted although it was
disappointing and saddening to report such incidents, he
pleaded His Majesty the Druk Gyalpo and the
government to continue providing support and

assistance to the victims of the disaster.

The Speaker reiterated that such news is always a cause
of great grief and concern. His Majesty the Druk Gyalpo
and the government have at all times been providing

every possible assistance to the victims of the past fire
10



disasters. The Parliament urged that as in the past,
similar assistance and support be rendered to the victims

of the recent fire disaster.

HON SPEAKER’S ADDRESS DURING
CONCLUSION OF JOINT SITTING OF
PARLIAMENT

The following six Bills deliberated in 5™ to 7" sessions,
on which a consensus between the two Houses could not
be drawn were discussed thoroughly in a week long
Joint Sitting from 23" to 31" May, 2011 as per the
command of His Majesty the Druk Gyalpo in

accordance with the provision of Constitution;

1. Penal Code (Amendment) Bill of Bhutan, 2011

L

Civil and Criminal Procedure Code (Amendment)
Bill of Bhutan, 2011

Anti-Corruption (Amendment) Bill of Bhutan, 2011
Financial Services Bill of Bhutan

Child Care and Protection Bill of Bhutan, 2011
Water Bill of Bhutan, 2011

SN
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This has been possible due to the experience and
knowledge gained over the last three years by the
Members of the Parliament, effective discharge of their
legislative functions, mutual cooperation between the
Houses and excellent works performed by the Joint

Committee.

The endorsement of Legislative Rules of Procedure,
2011 in this Joint Sitting as per the command of His
Majesty the Druk Gyalpo has paved way for smooth and
efficient passage of Bills and urgent Bills in the Joint
Sitting. The Hon Speaker expressed that this
endorsement would have fulfilled the aspirations of the
Members in dealing with the disagreements on the Bills
between the National Assembly and the National

Council.
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10.

10.1

(29" Day of the 3" Month of the Iron Female Rabbit Year
corresponding to 31% May, 2011)

10:01 a.m.

PETITIONS FROM LOCAL GOVERNMENT

Restriction on Alcohol (1IP7GR1)

The Member from Drakteng-Langthel constituency
submitted the petition on alcohol control received from
the Dzongkhag Yargay Tshogdu of Trongsa Dzongkhag.
He submitted that heavy consumption of alcohol in the
country not only causes immense health and social
problems but is also considered a sin in our religious
belief. Therefore, he said that it is imperative to control
alcohol. The petition was seconded by the Member

from Goenkhatoed-Laya constituency.

During the deliberation, about 22 Members recognized
the ill effects of alcohol and supported the proposal to
control alcohol consumption. The Speaker informed the
House that as of 31% December, 2010 total of 6829 bar
licenses issued out of which 4404 licenses are

operational, 117 licenses are non-operational and 2308
13



licenses are cancelled. If more than four thousand
operational bar licenses in the country is divided by the
total Bhutanese population it is estimated that there is a
bar for every 159 citizens. It was reported that there are
691 bars in Thimphu, 581 in Chukha, 462 in Sarpang
and 313 in Mongar and at the average every

Dzongkhags has not less than 220 bars.

In addition, the Minister for Health reported that every
year alcohol claims about two and a half million lives in
the world. Moreover, there are about three hundred and
twenty thousand deaths among youth between 15-29
years of age. He reported that alcohol is not only
considered as the third largest cause of deaths in the
world but is also a major cause of other diseases.
Further, he reported that in the year 2010 there were 138
deaths (11.7%), 118 vehicle accidents, 61 injuries and

296 cases of domestic violence.
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During the deliberation on the issue the Members
put forward the following proposals to control

alcohol;

1. Since alcohol is indispensable in our religious and
cultural practice, its total ban is would be
inappropriate. Therefore, it is important to ensure
strict implementation of the rules and regulations

formulated in the past.

2. Use of alcohol cannot be controlled singularly
through the imposition of rules and regulations. The
Ministry of Health and religious bodies should
continue to educate the public and raise awareness

on the ill effects of alcohol.

3. It is crucial to ensure and monitor the quality and
standard of the alcohol by the relevant organizations
such as Ministry of Health and Ministry of

Agriculture.

4. As both foreign and local alcohol are widely

available at relatively cheaper rate, it would be

15



appropriate to greatly enhance the alcohol taxes and

bar license fees.

Issue of new bar licenses should be discontinued and
plans to revoke some of the licenses issued in the
past should be considered. Further, the authority to
issue bar license should be devolved from the
Ministry of Economic Affairs to the Local

Government as per the Local Government Act.

Alcohol not only affects adults in the society but
also has grave negative impacts on school children.
Littering of empty beer bottles is seen in both urban

areas and rural areas affecting the environment.

It is important to have single uniform alcohol control
measures in all the 20 Dzongkhags in consonance

with the policy framed by the central government.

It is crucial to take appropriate measures to reduce
the bar licenses as currently each Chiwog have a

minimum of 3 to 4 bar licenses.

The existing rules and regulations would bear
positive outcome if all the relevant organizations

16



worked together and jointly implemented the rules
without leaving it entirely to the concerned

Department under the Ministry of Economic Affairs.

10. Selling and leasing of bar licenses to other people at
exorbitant price by some bar license holders is not an

acceptable practice.

The National Assembly issued the following

directives for the limited control of alcohol;

1. Our country is recognised as a country of Gross
National Happiness around the world. However, the
abundant availability of alcohol is not in line with
the philosophy of Gross National Happiness.
Therefore, it is important to consider reducing the
existing alcohol manufacturing industries and avoid

new establishments.

2. It is necessary to review the existing regulations and
formulate harmonized rules in all the 20 Dzongkhags

and strictly implement them.

17



3. As we do not have a lot of Indian Rupee and US
Dollar, it is imperative for the government to reduce

the import of alcohol.

4. As alcohol is one of the major causes of problem in
the society not only for the adults but also for school
children, it is crucial to raise the alcohol tax and bar

license renewal fees.

5. As per the policy of decentralization, it is imperative
to devolve the authority to issue bar license to the
Local Government. Further, implementation of rules
and policies framed by the Central Government
should be monitored and evaluated from time to

time.

6. Littering of empty beer bottles greatly affects the
environment and it is a problem in both the urban
and rural areas. The alcohol manufacturers and
dealers must therefore, continue the practice of
collecting the empty bottles and strive to keep our

environment clean.
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7. The relevant ministries, religious bodies and media
must work together to educate and raise awareness

on the ill effects of alcohol.

8. The government should consider the proposal to
introduce a system of recognizing a Gewog as GNH
Gewog every year and reward it based on the least

number of bars in the Gewog.

The deliberation on control of alcohol concluded

with the above recommendations.

(5™ Day of the 4™ Month of the Iron Female Rabbit Year
corresponding to 6™ June, 2011)

10.2 Equitable entitlement of Subsidized Timber
(1IP7GR2)

The Member from South Thimphu Constituency
submitted that the clause in the Forest and Nature
Conservation Rules, stating that people residing within
3km of the town are not eligible for subsidized timber
for construction of the residential houses is causing
problem to the people. It was also imperative to clearly
delineate the boundary between Gewogs and Towns and
in case the area fell under the Gewog, they should be

19



entitled for subsidized timber irrespective of the distance
from the town. Further, it was submitted that new and
old settlements should not be differentiated while
allotting timber. The submission was seconded by the

Member from Lhuntse Gangzur-Minjay Constituency.

During the deliberation, the House pointed out that due
to the Local Government Elections clear boundaries
have already been demarcated between towns and
Gewogs. Since, the entitlements for areas within the
vicinity of towns are in accordance to Forest Rules &
Regulations and not of the Forest Act, the Rules should
be reviewed so that areas falling in the urban area should
be considered as town and areas in a Gewog, within the
radius of 2 to 3 km from town should be retained as
Gewog and be equally entitled for timber like other
Gewogs. The Members not only opined that it is crucial
to revise the Forest Rules & Regulations in order to
mitigate the problems faced by the people in procuring
timber from sawmills and that the distances specified in

the Rules and Regulations were redundant.
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It was also submitted that it was imperative to review
the rules and regulation for timber allocation. Further, in
order to reduce timber consumption in construction of
buildings, it is time for the government to review its
policy and adopt alternative methods such as use of iron
and other materials. People dependent on agriculture in
the villages do not construct house by purchasing
timbers. Therefore, instead of subsidized timber, it

should be changed into a system of entitlement.

In response, the Agriculture Minister said that rules were
framed in keeping with the provision of the Constitution
of Bhutan which mandates Bhutan to maintain 60% of
its land under forest cover. In order to implement this
clause, rules and regulations were formulated. Further,
there were many classifications with regard to non-

eligibility of subsidized timber within 3km of town.

It was informed that only the old settlers were eligible
for subsidized timber and not the new settlers who
recently purchased land and constructed building on

either sides of the road. It was reported that the Forest

21



10.3

Rules & Regulations specified the distance in order to

prevent the smuggling of timbers.

The Agriculture Minister had also reported last year that
amendments that have been made to the Forest Act to
draw a uniform timber price and it has been submitted to
the Cabinet for approval. The House therefore, resolved
to continue implementation of the past regulations until

the amended Forest Act is approved by the Cabinet.

Budget provision for unexpected calamities in the
Dzongkhags (1P7GR3)

The Member from South Thimphu Constituency
submitted that it is crucial to set aside a budget in the
Dzongkhags so that the Dzongkhag Yargye Tshogdu can
respond swiftly to damages caused by natural disasters
to monasteries, schools and hospitals in the Gewogs.
The Member from Doga-Shaba, Paro supported the

motion.

During the deliberation on the agenda, most of the
Members agreed that aftermath of natural disaster need
immediate restoration and therefore a budget should be

set aside in each Dzongkhag. However, setting aside

22



such a budget in each Dzongkhag would affect the
implementation of other important developmental
activities as natural calamities cannot be predicted nor
prevented. Therefore, it is more appropriate to allocate
the budget to Department of Disaster Management and
release the budget from the Central Government on

needs basis without setting aside a separate budget.

In response, on behalf of the Government, the Minister
for Home and Cultural Affairs and Minister for Finance
said that so far the Department of Disaster Management
have rendered timely support and assistance. Moreover,
the regional offices of the Gyalpoi Zimpon have been
providing necessary assistance as per the command of
His Majesty the Druk Gyalpo. In case of urgency, the
Local Government budget could also be utilized

temporarily.

In addition, it was reported that a new Bill stipulating
specific ~ accountability = and  responsibility  of
Dzongkhags, Gewogs and various authorities during the
time of natural disaster have been drafted and submitted

to the Cabinet which will be tabled in the next Session.
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Since the Dzongkhag and Gewog budget are used during
the time of disaster and the Ministry of Finance releases
the budget through Department of Disaster
Management, the Members expressed that it would be

appropriate to retain the current practice.

Bhutan being a Buddhist country, no major catastrophe
occurred despite several natural disasters. Even the low
scale catastrophes were mitigated swiftly by the
Government as per the benevolent command of His
Majesty the Druk Gyalpo, for which the House

expressed their profound gratitude.

The House resolved that the issue of allocating disaster
management budget in the Dzongkhags be considered
while discussing the Disaster Management Bill bearing
in minds the views and recommendations provided by

the Members.
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11.

(6™ Day of the 4™ Month of Iron Female Rabbit Year

corresponding to 7™ June, 2011)

PRESENTATION OF THE ANNUAL BUDGET
REPORT 2011-2012 (1P7GR4)

The Hon Speaker informed the House that the Finance
Minister would present the National Budget for the
Financial Year (FY) 2011-2012, Annual Financial
Statements of FY 2009-2010 and Revised Budget
Estimates of FY 2010-2011 to the National Assembly in
accordance with Article 14 of the Constitution of

Bhutan.

The Finance Minister reported that the National Budget
for the FY 2011-2012 is particularly dedicated to the
historic moments of Royal Wedding in October this year
for the continuity of Wangchuck Dynasty to posterity.
He said that the current FY ended with a great sense of
achievements as we saw through the mid-term review of
the development activities. Against this backdrop and
with the findings from the mid-term review, the budget

for the penultimate year has been framed.
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The Government was able to assess the progress of the
key development goals of the 10" Plan, as well address
some of the challenges and issues faced in
implementation. During the Mid Term Review (MTR)
of the respective Dzongkhags, the progress as indicated

by the Gups exceeded our expectations on most fronts.

He said that, going into the last two years of the
Government’s term and that of the 10" Plan, we take
comfort and satisfaction from the fact that the priority
targets set in the plan with vision of prosperity for our
people does indeed look achievable. While these have
been matters of great satisfaction millions of money has
to be spent to support the victims of natural disasters and
the Government has decided to exempt payment of
income tax for the year 2010 for the fire victims in

Chamkhar.

In addition to the National Budget Report for the FY
2011-2012, he also reported about the Annual Financial
Statements of the FY 2009-10, Macro-economic
Development, Revised budget Estimates of FY 2010-11,
Budget Estimates for the FY 2011-12, Tax Measures,

26



Economic Outlook, Report on State-owned Enterprises
and Companies with Government Share Holdings,
Report on National Pension and Provident Fund and
Royal Monetary Authority, Development in the

Financial Sector and Report on Trust Funds.
Annual Financial Statements of the FY 2009-10

Prior to the presentation of National Budget for the FY
2011-12, the Finance Minister reported on the Annual
Financial Statements for the FY 2009-10.1t was reported
that the FY 2009-10 started with the original approved
budget outlay of Nu. 26,304.310 million against the
estimated resources of Nu.21,498.393 million resulting
into overall negative balance of Nu. 4805.917 million
and resource gap of Nu. 4,501.024 million. However,
the actual outcome towards the end of the FY showed
that the resources amounted to Nu. 30,990.676 million
and actual outlay rose to Nu. 29,888.990 million with
fiscal surplus of Nu. 1,101.686 and budget surplus of
Nu. 1,183.672.

In the FY 2009-10 the total expenditure was Nu.

25,831.827 million, registering a growth of 23.7% over
27



the previous year and accounted for 38.3% of GDP. The
variance between the revised budget and the budget

outturn was estimated at 21.8 %.

The government debt stock outstanding as on 30™ June
2010 was Nu.36,788.483 million equivalent to US $
789.707 million representing 55% of the GDP. The
outstanding Government Guarantees and Equity
Holdings are estimated at Nu.2,947.302 million and
Nu.44,803.063 million respectively.

The approved budget for the FY 2009-10 was
Nu.26,304.310 million against an estimated resources of
Nu.21,498.393 million with a fiscal deficit of
Nu.4,805.917 million. Given that the scheduled loan
repayment of Nu.2,287.223 million was lower than the
project-tied borrowing of Nu.2,592.116 million, the
resource gap was estimated at Nu.4,501.024 million.
During the year, the outlay was revised to
Nu.31,909.640 million and the resources to Nu.28,
202.774 million. At the close of the FY, the actual

outcome was Nu.29,888.990 million against the realized
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resources of Nu.30, 990.676 resulting a fiscal surplus of

Nu.1,101.686 million.

The project-tied borrowings of Nu.2,817.511 million
exceeded the actual loan repayment of Nu.2,735.525
million by Nu.81.986 million resulting into a budget
Nu.1, 183.672 million.

(A copy of the Annual Financial Statements of the Royal
Government of Bhutan for the year ending 30" June, 2010 was

distributed)

Annual Financial Statement of the FY 2009-10

The comparison of approved and revised budget
estimates with that of actual outcome and financing of

the balances is presented as below:
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Nu. In million

Original Budget Actual Outcome
A Resources 21,498.393 30,990.676
1. DOMESTICREVENUE 14,108.770 15,638.434
i.Tax 8,347.180 9,655.781
ii.Non Tax 5,761.590 5,982.653
2. OTHER RECEIPTS 35.800 4,233.365
3. GRANTS 7,353.823 11,118.877
Total Gol 4,372.661 7,306.388
Total Others  2,981.162 3,812.489
i.Programme grants 2,263.751 1,969.326
a)Gol 1,400.000 1,400.000
b)Other Donors ~ 863.751 569.326
ii.Project-tied grants 5,090.072 9,149.551
a) GOI 2,972.661 5,906.388
b) Other Grants  2,117.411 3,243.163
B OUTLAY 26,304.310 29,889.990
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1.TotalExpenditure 27,421.446

25,831.827

i.Current 13,594.134 12,902.684
ii.Capital 13,827.312 12,929.143
2.Net Lending -1,117.136 -400.374
3.Advance/suspense(net) 334.828
4.0ther payments 4,122.686
C OVERBALANCE -4,805.917 1,101.585
D FINANCING 4,805.91 -1,101.686
Borrowings (Net): 304.893 81.986
i.Borrowings 2,592.116 2,817.511
ii.Repayments 2,287.223 2,735.525
E  RESOURCE GAP 4,501.024 -1,183.672
GDP Estimates 69,585.997 65,851.870
Overall balance % of GDP  6.91% -1.67%
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Resource gap % of GDP  6.47% -1.80%

Budget Estimates for the FY 2011-12

The Finance Minister while presenting National Budget

for the FY 2011-12 to the National Assembly said that

the budget preparation was guided by the following

policies and guidelines for budgeting:

avoid current operating deficits;

limit the overall fiscal deficit to GDP at sustainable
levels;

keep outstanding debt at prudent levels by ensuring,
among others, that loans are contracted only for
commercially viable projects and for investments in
social infrastructure for which grant financing are
not available;

keep external debt service to exports ratio at prudent
levels;

limit domestic borrowings by the Government to
sustainable amounts;

maintain the momentum of investments in the socio-

€conomic sectors;
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e Invest in industries with potential for significant

revenue and employment generation.

The FY 2011-12 being the second last year of the 10™
FYP, the budget has been formulated on a more
ambitious note. Most of the plan targets have to be
achieved during this 4™ financial year, so that the last
plan could be devoted more towards consolidation.
Accordingly, this budget has accommodated all priority

activities, especially from the Local Governments.

In the FY 2011-12 the total budget outlay is estimated to
be Nu. 42,174.740 million consisting of current
expenditure of Nu. 17,185.309 million and -capital
expenditure of Nu 24,989.431. The total resource for
this FY is estimated to be Nu. 32,546.035 comprising of
domestic revenue of Nu. 18,606.980 and other receipts
in the form of grants amounting to Nu. 79.933 million
and program grant of Nu. 13,859.122 from Government
of India and other sources along with project-tied grants

of Nu. 11,958.382 million.

On the sectoral allocation of the total outlay of Nu.

42,174.740 million, it was submitted that details of the
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capital activities are explained in the respective sections
and as in the past years, the current budget is also pro-
poor with about one fourth earmarked for the social
sector. Additionally, more than one third (37%) has been
allocated for the Economic and Public Services that
include large shares for the agriculture (13%) and roads
(11%) sectors, areas that require sustained investments
to reduce poverty to desired levels. In was reported that,
in view of the high priority accorded to the social sector,
total budget of Nu. 2,959.044 million is allocated for
health and Nu. 6,957.711 million is allotted for

education sector.

Agriculture is allocated Nu.5,362.130 million, mining &
manufacturing industries Nu.609.808 million, roads
Nu.4, 488.536 million, housing & community amenities
Nu. 2,444.119 million, communications Nu.1,841.376
million and energy Nu. 875.102 is allocated out of the
total outlay of Nu.15, 621.071 million for the economic

and public services sector

It was also reported that a budget of Nu. 1,396.690

million is allocated for cultural services and law and
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order services Nu. 3,587.444 million, general public

services Nu. 5,582.552.

Under national debt services Nu. 4,269.064 million is
earmarked for repayment and Nu. 1,801.164 is kept for
lending.

In the budget for Legislative, Judiciary and
Constitutional bodies Nu. 100.291 million is allocated
for National Assembly, Nu. 63.758 million for National
Council, Nu. 71.715 million for Anti Corruption
Commission, Nu.76.894 million for Election
Commission of Bhutan, Nu. 422.830 million for
Judiciary and Nu.138.846 million for Royal Audit
Authority and Nu. 139.654 million for Royal Civil

Service Commission.

(The details of above allocation is reflected in the FY 2011-12
National Budget Report)

Tax Measures

The Finance Minister during the 7" Session proposed
the following tax revision of alcohol, vehicles, spare

parts of vehicles and machineries, packaged fruit juices
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and precious metals (gold & silver in forms of bars and

ingots, biscuits, powder):

1. Alcohol
Existing Fates Proposad Rates
Sales |Customs [Exeise |Tax Sales  |Customs [Excise |Total Tax]
Tax % |Duty % |[% Rates |Tax% |Duty% |% Rates
ALCOHOL
(a) Beverages, . ) - .-
spirits & vinepar 2060 |20-60 3073 |30-73
Domestic 2080 |20-80 307313073
Imported 30 100 130 100 100 200
(b} Beer
Domastic 30 50 100 100
Imported 30 100 150 100 100 200
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2. Vehicles

Exizting Ratez Propozed Ratez
Vehicles Salesz Cuztomsz | Total Tax|Sales Cusztomsz [Total Tax
Tax % |Dutr % |Rates Tax % |Duty % |Rate:z
15 20 35 20 20 40
Cylinder capaci 13 20 3z 0 23 43
5 W
Cylinder capacity above |13 20 38 20 30 £0
150 e
13 20 3E 0 0 0
13 20 3E 0 0 0
Cylinder capacity
pertaining to two
wheelers are as follow:
Cylinder cap 10 20 30 10 20 30
Ve
Cylinder cap 10 20 30 0 20 40
than 230cc
icyeles 5 10 15 JC 0 0
Tyers and tubes of 3 10 15 0 0 0
Bioveles
15 20 3z 20 30 =0
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5.1

5.2

Spare parts of vehicles and machines
The customs duty and sales tax for spare parts of
vehicles and machines were proposed at 10%

and 5% respectively.

Packaged Fruit Juices
It was proposed that the sales tax for packaged
fruit juices of 250mm and below would be

revised from 15% to 30%.

Precious Metals ( Gold and Silver)
The proposal for the special tax revision to
preserve our culturally oriented intellectual and

dexterity skills are as follow:

Gold: Nu.500 for 10gram of gold which was
30% of the customs duty at present and similarly
Nu.500 for 10gram of gold which was 10% of

sales tax at present.

Silver: Nu.2,000 per kg of silver which was 30%

of the customs duty at present and Nu.1, 000 per
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kg of silver which was 10% of the sales tax at

present.

There was no proposal to revise the existing
customs duty of 30% for gold and silver
products. However, the sales tax for coins
(excluding gold coins) was proposed to 10%

which was nonexistent at present.

Concluding the Budget Report, the Minister for
Finance thanked the Hon Prime Minister and the
Cabinet Members for their valuable guidance in
preparing the Budget. He also expressed his
appreciation to the Parliament for its support in
preparing the Budget for the last three financial
years and expressed hope for similar support for
the next two financial years of the current plan.
In addition, he expressed his prayers for
everlasting peace and happiness in the country
with the grace of our protective deities and the
support of the Bhutanese people under the
dynamic and noble leadership of His Majesty the
Druk Gyalpo. With this, he presented the
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National Budget of Nu.42,174.740 million for
the Financial Year 2011-2012 for endorsement

by the House.

The Hon Speaker expressed gratitude to the
Minister for Finance and the civil servants
working under the Ministry of Finance for
appropriate allocation of budget which is of
paramount importance for the socio-economic
development of the country and apprising the
House unambiguously. The deliberations on the
National Budget for the Financial Year 2011-
2012 concluded on 20" June, 2011.

(20™ Day of the 4™ Month of Iron Female Rabbit Year
corresponding to 20" June, 2011)

10:05 a.m.

Annual Financial Statements for the FY 2009-2010

Deliberating on the Annual Financial Statements, the
Hon Members pointed out that 56-67 % of the budget
allocated to the Ministries, Departments, Dzongkhags

and Gewogs by the Government are surrendered back.
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There is no system of reallocating this unutilized budget
back into the following FY. The Members opined that
this was due to lack of capacity in the Dzongkhags and
Gewogs and not within the Ministries and Departments.
The Members therefore questioned if this practice

should be continued.

In renspose, it was pointed out that the problem was not
because of other problems and difficulties or failure to
implement the budget but mainly because of absence of
clear responsibility and accountability in the Local
Government. One of the most worrisome issues was that
if 30% of the capital budget was not implemented, the
sole losers would be our people and it was imperative

that to carefully consider the issue.

The Minister for Finance reported that amongst the
budget allocated to the Ministries, Departments.
Corporations, Gewogs and Dzongkhags, budget for most
of the unimplemented works were surrendered from the

capital budget as follow:

- Problems were faced not only in procurements but

there was also the problem of lack of engineers.
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- There was shortage of engineers with many plan
activities to be implemented in Dzongkhags.

- Problems due to the shortage of human resource in
making the drawings, maps and estimates of the
work.

- There were flaws in the tender system.

- Huge time consumption pertaining to works prior to
the procurement of lands making it a major problem.

- The capital was mainly unimplemented because after
the House endorsed the budget, there was untimely
release of fund from the foreign donor agencies.

- Disputes concerning  contractors in  some
Dzongkhags.

- Court cases.

It was informed that the budget surrendered due to
above problems were being consecutively solved by the
Government and hoped that henceforth there wouldn’t

be a need to surrender the budget.
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The Hon Prime Minister pointed out five grounds on
which 30% of the budget couldn’t be implemented in
Dzongkhags and Gewogs as follow:

- It was affected due to the issues pertaining to the
dissolution of local leaders as the LG election was
delayed by three years.

- It was also affected because of the postponement of
the LG elections with most of the civil servants
involved in it.

- Planned activities were hampered due to works
directed to ease the problems caused by natural
calamities last year.

- Uneasiness with respect to various services
pertaining to problems in structures of schools and
Basic Health Units.

- It was because of the absence of clear accountability.

The above four issues were being consecutively solved
by the Government with responsibility and
accountability concerning Local Government also being
made clear and it was decided as well that the central

Government will be watchful over it. It was reported
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that while specifically allocating the budget, there was
no way to ease the inconveniences of work hence the

additional budget in small amounts were required.

One of the Members expressed concern on the debt as
per the budget report. The rise in the debt from 34
billion last year to 36 billion this year indicated a 6%
increase. This is an increase of debt of 55% of GDP and
if the State’s debt is beyond 50%, as per the standard it

1s a precarious indication.

To this, the Minister for Economic Affairs and Minister
for Finance informed that the projection of huge State
debt was mainly for the purpose of establishing hydro
power projects undertaken by the Ministry of Economic
Affairs. It was informed that though the debt seems to be
on rise, it was to make the nation self reliant and to
eradicate unemployment problem for our youth in
future. These two polices of the Government should be
fulfilled by 2020 and the investment of country’s
economic development at present has been from loans.
Since huge amount of loan has been taken for the hydro

power projects, it has been clearly mentioned in the
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agreements that the debt would be repaid through hydro
power projects. Therefore, repayment of loans should

not be a concern.

The greatest concern for the Ministry of Finance was the
rising debt. However, by and large the concern for the
enormous debt was mainly because of the difference
made by the hydro power projects. As far as debt with
respect to the social sphere is concerned, there was no
big concern as indicated in the reserve budget. It was put
forth that since the reserve budget is unswerving, the

House need not be apprehensive about it.

Contemplating the achievements of the year 2009-2010,
the House expressed its appreciation and astonishment.
Amongst the Dzongkhags, Trashigang stood at the top
followed by Bumthang, Haa and Samdrupjongkhar in
the second, third and fourth positions respectively for
their achievements. These Dzongkhags were applauded
and acknowledged for emphasizing on the
developmental activities and their achievements.
Amongst the Gewogs, Bidung Gewog of Trashigang

Dzongkhag topped the achievement list. Besides, it was
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11.2

directed to put up a separate letter to the Government
concerning the four Dzongkhags with lowest

achievements.

Supplementary Budget Bill for the FY 2010-2011

While deliberating on the Supplementary Budget Bill
for the FY 2010-2011, The Hon Speaker opened the
floor for Members to express their suggestions on the
Supplementary budget of Nu. 2,249 million in addition
to the budget of Nu. 3,582.543 million.

Considering the need to revise the supplementary budget
for the FY 2010-2011, concerns were raised that there is
some flaw in the existing financial system. Questions
were raised on the ability to fully implement the
supplementary budget of Nu. 2,249 million as it was
sought at the end of FY 2010-2011. Members therefore
suggested that it would be best if the Supplementary
Budget was sought in the winter Session which would

be mid of the FY and not at the end of the FY.

Some other Members argued that the supplementary

budget sought by the Government today is an indication
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that it was working hard for the benefit of the people. It
was informed that the capital works were mainly
implemented based on the foreign aid. In addition, since
the planned activities have to be dependent on foreign
aid, amount of the fund and the timing for its release
could not be specified because of which some
difficulties were being faced in implementing it as per

the plan.

Besides, the achievements of various agencies were
assessed during 34 of the total period. Therefore, it was
set forth that since the assessment of various activities,
release of budget and supplementary budget were
implemented during this period, it would be convenient
if the system of supplementary budget remains as it was

at present.

Apart from the extensive deliberation held by the House

on the issue, it was resolved as follow:

1. The title of the Bill was resolved as Supplementary
Budget Bill 2011 instead of Revised Budget Bill as
per section 246 of the National Assembly Act.

47



11.3

2. The section 2 of the Supplementary Budget Bill was
amended as follow:
Since the Supplementary Budget was for the amount
not exceeding Nu.2, 649 million, it was resolved that
other sections of the Bill should also be referred as

Supplementary Budget and not as Revised Budget.

3. The Budget of 35,803.543 million for the FY 2010-
2011 and the supplementary budget of 2,649 million
were resolved as per the democratic process of
casting votes. During which, all the 44 Members
present unanimously resolved to amend the
Supplementary Budget Bill for the FY 2010-2011 as
the Supplementary Budget Act for the FY 2010-
2011 on 24" of June, 2011.

Budget Appropriation Bill for the FY 2011-2012

During the House’s deliberation on the Bill
encompassing every Ministry, the Hon Members set
forth that size of the Gewog should determine the
allocation of budget. Besides, clarifications were also
sought on why the budget could not be granted for the

construction of a hospital at Haa. Further, it was opined
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that the office of the Attorney General should also be
considered as a constitutional body. It was submitted
that henceforth while presenting the budget to the
House, each subject should be clearly presented in

detail.

In addition, clarifications were sought on why the
Government was granting supplementary budget to
corporations and agencies despite there being lot of
possibilities to generate income and become self reliant.
It was set forth that corporations like Druk Air
Corporation and Woodcraft center under Druk Holdings
& Investment were bearing enormous loss and
continuing to grant supplementary budget by the
Government would lead to an ineffectual situation.

Hence, it was imperative to come up with new solutions.

It was also pointed out that there was no separate budget
for the eradication of poverty and empowerment of
women in the rural areas without road connection in the
Budget Report. Therefore, it was imperative to grant
budget for farm roads to Gewogs directly as in the past

and fully implement the fund provided by the
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Government of India in the country without surrendering

it back.

It was opined that the Government should provide Pay
loader for farm roads as per the area of the Gewog and
adequate budget for construction of irrigation canals to
boost the harvest of wheat. Plans should also be
formulated to built concrete bridges and harvest water

with electric water pump.

Clarifications were sought on the budget for
constructing concrete bridges, renovating and building
new Lhakhangs, lump sum budget in place for Royal
Education Council and moreover budget in place for
training in country and abroad. It was also set forth that
stipends for students studying abroad should be
increased and the Government should render support to

the private High schools.

Besides, concerns were raised on deterioration of
cultural values in schools, need to allocated budget to
Thromdes as they are identified and granting telecast
opportunities to the private sector. It was also submitted

that that plans and solutions should immediately be
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formulated to provide telecommunication to places
without such facilities and establish bus services in

places connected with motor roads.

It was submitted that Tourism should benefit
communities in rural areas and although submissions
had been made to provide amenities to prisons, no
separate budget has been allocated. It was also submitted
that shifting of oil reserve depot from Dechencholing
would squander country’s budget. Further, various
views were expressed so as to implement the works
keeping in mind the enormous debt accumulated by the

country.

The House was informed that the Government has Nu.
40 million in place for the construction of hospital at
Haa and the Ministry of Education being the pioneer in
decentralization of power has rendered education related
services in the Dzongkhags & Gewogs to the fullest. In
addition, it was informed that a project has been
submitted to the Ministry of Finance for increasing the

stipend of the students studying abroad.
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It was informed there were some problems in increasing
the stipends of the students studying abroad, especially
with respect to those sponsored by the Government of
India. However, consultations are under way with the
Government of India. Further, other private High
Schools except for those in Phuentsholing and Thimphu
are exempted from paying income tax for a period of 15

years.

It was informed that ways and means were being
explored to ease the problem of shortage of engineers
and system was being geared up to create telecast
opportunities for the private sector since Bhutan Info
Com & Media Authority has already come up with
projects. It was further informed that although the works
for the construction of airstrips for Gelephug and
Bumthang were already given to contractors, additional
ground for the air strip was required in the case of
Yongphula so there would be slight problems in

immediate launching.

It was reported that since the oil reserve depot at

Dechencholing was an enclave in the territory of Royal
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Body Guards, it has to be shifted along the way towards
Haa and not in Paro because of location problems. In
general, all the works implemented by the Central
Government was for the Local Government and all the
works in the plan were routed through the Dzongkhag
and Gewog Tshogdes of the Local Government and
accordingly implemented. It was further informed that
the Government was serving as per the Local
Government Act and based on decentralization of
power. On the issue of Pay loader, it was informed that
Ministry of Agriculture would arrange Pay loaders to
Dzongkhags in need instead of providing to all the
Dzongkhags.

While deliberating on issues Ministry wise, the
Government provided clarifications on various subjects
related to the constituencies and other general matters
raised by the Hon Members. In addition, the House
issued the following directives after considering the

views with highest priority of the Hon Members:

1. It was deliberated that in line with the

democratization and as per the provisions of the
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Constitution and the Election Act, the Local Leaders
who promised to serve the people were elected for
the first time. In addition, it was deliberated that the
budget for the Local Government should be
increased in order to efficiently carry out
responsibilities and accountability entrusted as per

the Local Government Act.

It was deliberated that if the Government continues
to grant current budget to autonomous agencies like
BBS Corporation, Druk Air Corporation and others
every year, it would create a precarious obstacle
from becoming self reliant. Therefore, it was
imperative to contemplate the pros and cons of such
issues and accordingly work on it.

It was deliberated that one of the Government’s
policies was to generate income in the rural areas
through tourism. In order to build facilities in rural
houses to serve the tourists in new destinations like
Merak, Sakteng, Zhemgang and other rural villages,
the expenditure should be met from the budget of

Nu. 15 million allocated for marketing and publicity
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road show programs granted by the Government to

Bhutan Tourism Council.

. It was submitted that considering the security
problems in shifting the oil depot from the Royal
Body Guards’ compound in Dechencholing to
Thinchupankha in Paro, the Government should
contemplate the shifting of the oil depot and
accordingly work on it.

. Expressing their support, the opposition submitted
for the incorporation of the Royal Bhutan Army’s
budget to the yearly National Budget. It was
deliberated that from the approved budget of the
current year, some adjustment should be made to the
budget for the army welfare fund.

. The Human Rights Committee submitted on the
need to improve the amenities of the prisons.
However, it looks like the budget is not included in
the budget allocated to the Royal Bhutan Police, it
was deliberated that fund should be allocated for
prisons and other related areas from the approved
budget for the police. The Budget Bill for the FY

2011-2012 was unanimously endorsed without any
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amendment by 42 Members present during the
voting. The current budget of Nu.17,185.309 million
and the capital budget of Nu.24,989.431million
amounting to the total budget of Nu.42,174.740

million was thus approved on 24" June 2011.
Tax Revision Bill 2011

During the deliberation on the Tax Revision Bill, some
of the Hon Members submitted that the locally brewed
alcohol which has enormous harm to the society should
be highly taxed compared to the Government’s proposal
of limitation. It was also submitted that the brand
registration and import license fees should not be
imposed. However, most of the Hon Members
considered the new revision of tax by the Ministry of
Finance as appropriate, thus it was resolved without any

change.

Similarly, the House deliberated on the taxation level of
vehicles considering both old and new taxes. Though in
general unfavourable opinions were not expressed on the
new level of vehicle taxation, most of the Hon Members

submitted that machineries with respect to agricultural
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11.5

and dairy purposes and even for the spare parts should
not be taxed.

However, most of the Hon Members submitted that
though machineries for agricultural and dairy purposes
were not taxed, taxation on spare parts was quite
reasonable. Therefore, the level of taxation by the
Ministry of Finance was endorsed as per the table given
in the report without any change after 35 Members out
of 36 voted in favour. Thus, the Tax Revision Bill 2011
was enacted as the Tax Revision Act 2011 on 24™" June,

2011.

(23" Day of the 4™ Month of the Iron Female Rabbit Year
corresponding to 24™ June, 2011)

10:05 a.m.

Continuation of deliberation on Chapter 6 to 10 of
the Budget Report of FY 2011-12

While deliberating on every section of chapter 6 to 10 of
the National Budget for the FY 2011-2012, the Hon
Members expressed their concern on the increase in the
percentage of debt as per the budget report. The concern

was raised since the debt was 55% higher than the Gross
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Domestic Product and as per the international standard it
was a precarious situation if the debt was 50% higher
than the Gross Domestic Product. In addition, it was
expressed that as per the provisions of the Constitution,
the Government should not mound unwanted
apprehension for the future generation. Therefore, it was
expressed that Constitution might be violated following
the concerns of the people over inability to clear the debt

as it increases.

It was also set forth that it was imperative for the
Government to look in to the system of Bhutan National
Bank pertaining to its system on loans which has lead to

account problems in the bank.

Besides, it was submitted that although Druk Holdings
and Investment’s rules were implemented as per the
Royal directives, it was imperative for its timely
assessment and an Act was also needed. It was put forth
that it would be healthier if the banks could initiate
schemes to lend loans without mortgage for the
enhancement of women and if other banks could

establish branch offices for rural communities and
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introduces rural loan schemes like Bhutan Development
Bank. Further, it was submitted that the Government
should be little cautious in seeking loans for the hydro
power projects and it would be better if other areas of
economic developments were also emphasized and not

only on hydro power projects for the future benefit.

To this, some of the Hon Members cited the damage to
the Tala Hydro Power Project and submitted that with
establishment of such projects came equal risk, hence it
was imperative to examine properly. It was also
expressed that problems would arise to export our
electricity if 10 years from now the scientists explore

other means of generating electricity.

Regarding Druk Holdings and Investment, it was
informed that it was established under the Royal
directives and the proceedings of the board were also
clearly mentioned in the royal directives. In addition,
until now their proceedings were functioning as per the
Companies Act of the Kingdom of Bhutan. Thus, it was
informed that at present there was no need for revision

and enactment of an Act.
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It was submitted that it was imperative for the financial
institutions to cater to the services and amenities
benefiting the people and it was also important to review
the tenure of the managing directors. It was set forth
that as per the goal to mitigate and eradicate poverty,
Nu. 20 million should be put in place by the
Government and the banks alongside to achieve the

goal.

Presenting the clarifications, the Government informed
that it properly studies and explores whatever it does.
60% debt for the hydro power projects and 40% for
other economic development activities were taken
without which there would be problems in eradicating
poverty. Although huge chunk of debt was taken for the
hydro power projects, the duration for the repayment
was 12 years in order to thwart other economic

development activities from harm.

It was informed that although the Government was
exploring ways to generate electricity through fuel and

coal as in other countries, ultimately it would be hydro
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electricity the Government will be emphasizing and

there would be no problem exporting it.

It was reported that debt taken for the hydro power
projects would be repaid by itself and the revenue from
it was also greatly benefiting other developmental
activities. Many factories have also been set up because
of electricity which has been of enormous benefit. It was
informed further that the percentage of debt would rise
since debt has to be sought for new hydro power
projects. However, it was submitted that there was no
problem in repaying the debt through hydro power
projects in future, thus there was no room for
apprehension. It was also reiterated that if the lending of
loans by Bhutan Development Bank through improper
channel was true, it was imperative for the Government

to consider.

Directives of the House after the deliberations on the

issues raised by the Hon Members

1. It was deliberated that when the Royal Monetary
Authority grants sanction for the establishment of

new banks, it should be such that the new banks
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benefit the rural areas with its service and mitigate
poverty with establishment of branch offices in

Dzongkhags.

. The House shall issue a written directive since the

illicit release of loans by the Bhutan National Bank

is not mentioned in the report.

. Budget has been set aside by the Druk Holdings &
Investment (DHI) for some new projects. These
projects should be completed on time and the budget
should be carefully managed to incur minimum
expenditure.

. The House applauded the achievements of the Druk
Holdings & Investment (DHI) and including it in the
Budget Report. It was hoped that the same would be
carried out in future. The deliberation on Chapter 6
to 10 of the Budget Report concluded on 28th June,
2011.
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12.

ANNUAL ANTI CORRUPTION REPORT 2010
(1P7GRS5)

The Chairperson of the Ethics & Credentials Committee
of National Assembly, Hon Kesang Wangdi presented
the Annual Anti Corruption Report 2010. Prior to that,
copies of the Report and the Summary of the Committee
Recommendations in both Dzongkha and English were
distributed to the Hon Members. The Chairperson
presented the Report summarized in six parts namely
Status & Achievements; Implementation Status of
Parliamentary (NA) Resolutions; Challenges and;

Committee Recommendations.
Organization Status & Achievements

From among the key sections of the Report, the first
major inclusion under Status & Achievements is that the
2010 Corruption Perceptions Index, on a scale from 10
(highly clean) to O (highly corrupt), scores Denmark,
New Zealand and Singapore at the top of the list with
9.3 points with Somalia at the lowest with 1.1, slightly
trailing Myanmar and Afghanistan at 176". Bhutan
bounced to 36™ with a score of 5.7 which is 13 places up

63



from last year’s ranking and 0.7 points up in terms of
scores. He also added that such coherent achievement is
reflective of strong anti corruption measures adopted by
the country and is indicative of greater improvements in

the near future.

It was submitted that there was the need for the
government to strengthen its systemic and institutional
capacities in order to facilitate proper checks and
balance while the Commission continue to spearhead its
efforts in fighting corruption. He also noted that it was
imperative for officials at managerial levels to lead by

example and undertake appropriate and strict measures.

Further, although concerned ministries and agencies
were reminded to implement the National Anti
Corruption Strategy Framework (NACS), even the
Committee of Secretaries (COS) to whom the
responsibility of monitoring its implementation was
entrusted upon, much lacked in coherently implementing
NACS. Also, there is no monitoring mechanism in place
till date. Poor implementation of NACS was reported to
the Cabinet and to the COS in August 2010.
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He informed that sessions were also conducted on
NACS with the Dratshang Lhentshog, Judiciary, Armed
Forces and other stakeholders outside the government
during which the stakeholders pointed out the
importance of initiating measures to combat corruption
in their respective organizations. He also said that six
ministries namely Ministry of Home & Cultural Affairs,
Ministry of Education, Ministry of Foreign Affairs,
Ministry of Agriculture & Forests, Ministry of
Information & Communications, Ministry of Works &
Human Settlement have responded to ACC’s request for

information on the implementation status of NACS.

The Annual Anti Corruption Report 2010 consists of six
sections and includes the general assessment of activities
vis-a-vis the direction set for 2010, implementation
status of parliamentary resolutions and direction for
2011; practical realities of ACC’s independence and the
inherent challenges; ACC’s efforts towards building
itself as a trustworthy institution; assessment of ACC’s
performance in fulfilling its mandate of building an
awakened citizenry, minimizing opportunities for

corruption and making corruption costly and risky
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which also includes among others the status of RAA
reports and cases. It also includes, in a very limited way,

agencies’ anti corruption responsiveness.

The Report also includes fundamental challenges faced
by ACC in fighting corruption, which has far reaching
impact on its efficacy and credibility and ultimately on
the government’s policy of ‘“Zero Tolerance for
Corruption” and; the conscious efforts of every
Bhutanese in fighting corruption. He said that the high
level of societal tolerance for corruption warrants an in
depth study of the policies/strategies to bring about
changes in the behavior of the public servants and

citizens at large.

Committee Recommendations:

1. The Heads of agencies have to take the lead role in
translating the strategic considerations into actions
with close monitoring by Committee of Secretaries
(COS).

2. The Asset Declaration (AD) system and its

monitoring mechanism need to be strengthened.
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Concerned authorities should create awareness of the
Gift Rules 2009 and strengthen enforcement and
monitoring.

A common understanding on how to deal with audit
reports based on the BCSR 2010 must be reached
among all stakeholders. An enforcement regime has
to be developed to make the rules purposeful.

The RCSC should ensure that proper supervisory
accountability are fixed and due considerations made
during the selection and promotion so that civil
servants are not encouraged to do unethical things
and demoralize the other dedicated civil servants in
the country.

Since there are inconveniences in review of RAA’s
Report, the RAA and the ACC should discuss the
issue and come to a common understanding and that
the Commission is not over burdened by numerous
audit reports.

Since no penalty is levied to defaulters found during
the process of proactive interventions by the
Commission, it is recommended that initiatives

should be taken to establish proper system of
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penalizing such officials to avoid repetition of
instances in future.

8. The Commission should submit a focused report
with clear indication of the areas where the
Parliament should focus when deliberating the
Commission’s Report.

9. Since some agencies have been blaming the
Legislature for the laws passed by the Parliament,
this need to be communicated to such agencies and
the flaws found in the laws enacted by the
Parliament should be processed for amendment

following proper legislative procedures.

In conclusion, he said that if the citizens in general and
public officials in particular are concerned, concerted
efforts need to be mobilized and fight corruption as a
strong team. The anti corruption policy must be upheld
by all, in mind, body and speech. The government’s
National Anti Corruption Strategy Framework provides
a platform for concerted efforts and it has to translate
into concrete actions and the important responsibility
lies with heads of institutions and public servants. He

urged to bear in mind the following: ‘“National
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prosperity hinges on quality of governance and quality

of governance on quality of leadership.”

In continuation to the Annual Anti Corruption Report
2010 presented by the Chair of Ethics & Credentials
Committee on June 28, 2011, the House followed
deliberation on June 29, 2011 and the Hon Members
made the following concerns relating to corruption

issues.

It was informed that some of the corruption related cases
in courts were turning futile and some were taking very
long period for the verdict to be passed. Therefore,
problems and inconveniences were encountered to
directly deal with corruption. It was informed that
although corruption cannot be uprooted, it can at least be
mitigated by entrusting responsibility and accountability
to authoritative civil servants and further it was

informed that RCSC should formulate laws for the

purpose.

In general, it was the responsibility of the every

Bhutanese individual to prevent corruption and
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moreover corruption can be prevented if the three
relevant commissions could coordinate with each other.
If the Royal Audit Authority forward cases which have
been audited and those found with corruption to the
relevant Ministries, the corruption related cases can be
serially solved since there are legal officers in the
Ministries. Thus, it was informed that there was way to
prevent corruption and corruption involving risk should

be handled only by the Anti Corruption Commission.

In order to prevent corruption, it was put forth that if the
high officials keep appropriate observation, there won’t
be people doing corrupt practices. In addition, the
corruption cases emerging today were because
responsibility and accountability were not shouldered by

the officials at the higher positions.

It was further submitted that the present scenario of
corruption level is reached primarily due to negligence
of one’s responsibility and accountability by the
supervising authorities. As such, it is proposed that the
secretaries, directors, CEOs in the ministries,

autonomous agencies and other organizations should
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play a pro-active role to keep vigilance and fix
accountability on their subordinate staff they are found

indulging in corrupt practices.

Further, it has transpired in the House that in order to
prevent corruption it was imperative that the
Government should come up with various strategies to
deal with corruption and emphasis on the effective
implementation of systems failing which the concerned
agency should be held responsible and accountable. It
might also be important that the office of the Attorney
General is strengthened and Administrative Tribunal is

established at the earliest possible.

Members also opined that law alone will not help curb
corruption unless every citizen in Bhutan realizes that
fighting corruption is our collective responsibility and
we shall serve the nation with fidelity in keeping with

rules and regulations governing the code of conduct.

Broadcasting Service can contribute greatly by way of
televising skits/talks depicting ill effects of corruption in

the society to the general public free of cost informing
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them that the corruption is a social evil and it is our

collective responsibility to eradicate corruption.

Members also submitted that it might go long way in
curbing corruption if the Royal Civil Service
Commission has effective selection criteria in selecting
candidates for Government secretaries and other CEOs
and post selection periodical monitoring mechanisms in

place.

Finally the Members recommended that the Anti-
Corruption Commission should spearhead to draw up
proper rules of procedure to fix responsibility at
different levels in all agencies and a reviewing and
reporting system for non-compliance cases should also
be introduced in order to curb corruption. It is also
submitted that an understanding be established with the
Judiciary that the corruption related cases should be

settled within the shortest possible time frame.

Upon elaborated deliberation on the subject, the House
noted that the Anti-corruption report revealed that the
prevalence of corruption cases in agencies hitherto are

attributed to the negligence of responsibility and lack of
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accountability on the part of the supervising authorities.

As such, the House resolved to issue the following

directives for all the agencies to pay heed to:

1.

As reported in the Annual Anti-corruption Report
that not only corruption can be prevented but also
enhance productivity if all civil servants, irrespective
of position, shoulder their responsibilities in their
respective organizations with fidelity.

The House deliberated extensively on the Annual
Anti-corruption Report in the 2" and 4™ session and
issued directives thereupon reminding all concerned
to be more responsible and accountable in the
interest of the Nation in general and individual in
particular. In addition, the Public Finance Act,
RCSC Act and BCSR, the rules and regulations of
the respective organizations also prescribe standard
code of conduct for all employees of the Royal
Government to adhere to. It appears that the

directives were not complied with sincerity.

Henceforth, upon receipt of the Audit report from
the Royal Audit Authority, the concerned ministries

and agencies will submit appropriate replies within
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the stipulated time under rules failing which the
RCSC will administer appropriate action on the
cases pending and also check whether appropriate
and uniform action has been meted out on action

taken cases.

The agencies with serious corruption cases will
forward the matter to the Office of the Attorney
General for on ward submission to the Court of
Justice under intimation to the Royal Civil Service
Commission.

During the process of investigation if the Royal
Audit Authority suspects serious corruption in the
agency the RAA will forthwith forward the case to

the Anti Corruption Commission for further action.

The Anti Corruption Commission will continue
conducting awareness campaign on prevention and
reduction of corruption.

In the Anti- Corruption Commission’s approach
towards preventing corruption, the commission has
been carrying out pro-active interventions in the
areas where there are high risks of corruptions.
However, in the current situation there is no system
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of penalizing the defaulter with administrative
action. As such, it is important that a system of
penalizing the defaulter for neglecting his/her
responsibility should be put in place which in turn

will help prevent corruption to a great extent.

After a corruption related case has been appealed to
court of law and the verdict thereof has been passed,
only the victim is penalized and there was no system
of fixing the supervisory accountability. Therefore,
the concerned ministries, agencies and the Royal
Civil Service Commission should formulate a
system by which the defaulting supervisor is held

accountable.

It was submitted that the Anti Corruption Commission

has taken strong measures in preventing corruption

considering the explicit report of the Anti Corruption

Commission for the year 2010 by the chairperson of the

Ethics & Credential committee. Further, it was also

because of the full coordination of the civil servants and

the Members of the Local government for which the

House expressed its astonishment and gratitude.
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13.

Consequently the deliberations on the Annual Anti

Corruption report for the year 2010 were concluded.

(27" Day of the 4™ Month of the Iron Female Rabbit Year
corresponding to 28™ June, 2011)

10:05 a.m.

ANNUAL REPORT ON THE STATE OF THE
NATION, INCLUDING LEGISLATIVE PLANS
AND THE ANNUAL PLANS AND PRIORITIES OF
THE GOVERNMENT TO THE JOINT SITTING
OF THE PARLIAMENT (1P7GR6)

On 1* July 2011, the Hon Prime Minister presented the
Annual Report on the State of the Nation, including

Legislative Plans and the Annual Plans and Priorities of

the Government to the Joint Sitting of the Parliament.

It was informed that with submission of report on the
State of the Nation which encapsulates the policies,
plans and programmes of the Government, the report on

the State of Democracy will also be presented.
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Some of the important events in the country that were
highlighted before the presentation of the main report

WEre:

1. Royal Announcement of the Engagement of His
Majesty the Druk Gyalpo

2. State Visits by His Majesty the Druk Gyalpo

3. Fourth Druk Gyalpo Inducted to Kyoto Earth Hall of
Fame, Japan

4. Establishment of the Supreme Court of Bhutan

5. Local Government Elections

th
6. It was informed that all the meetings on 10 FYP
Mid-Term Review were historic achievements of the

country.

The Government’s report was based on the four pillars
of Gross National Happiness. The Prime Minister said
that since a lot of achievements have been reported
within one year by the Government, Private sector,
NGOs and communities, it has been impossible to

include all in the report.
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The civil servants were not only expressed appreciation
on the developments achieved but they have also been

applauded for their competence and capability.

Besides, Bhutan’s democracy has been set as an
example by the media and a foreign media organization
has also affirmed that Bhutan has a clean democracy
exemplary to the rest of the world because of our

dynamic leaders.

Although still an emerging democracy, the progress in
promoting a democratic culture has been noted by the
World Press Freedom Express which ranked Bhutan as
the 64" among 176 countries. UK’s Overseas
Development Institute (ODI) in its 2011 report has
placed Bhutan among the 9 “star emerging countries”
together with Bangladesh, Brazil, Costa Rica, Ghana
Mauritius, Thailand, Uganda and Vietnam. However one
should not remain complacent and the country should
strive to face the challenges and address the problems of

poverty and other issues.
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13.

SIGNIFICANT EVENTS

Royal Announcement of the Engagement of His
Majesty the Druk Gyalpo

The Royal announcement of Engagement in October
2011 by His Majesty the Druk Gyalpo has been
welcomed with joy and as a fulfillment of one of the
important Royal Duties. The people embraced the
impeccable choice of their beloved Monarch and look

forward to the joyous celebration of the Royal Wedding.
State Visits by His Majesty the Druk Gyalpo

His Majesty the King visited Kolkata in the neighboring
Indian state of West Bengal on 12 November 2010 and
visited Delhi in the same month. On the invitation of His
Highness the Amir of Kuwait, Sabah Al-Ahmed Al-
JaberAl-Sabah, His Majesty the Druk Gyalpo made a
special visit to Kuwait. His Majesty the King also made
a four day state visit to Bangladesh in March 2011. The
Prime Minister, on behalf of the Government and the
people, expressed deep gratitude to His Majesty the
Druk Gyalpo as these visits further deepened and
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broadened the excellent and multifaceted relations that

exist between Bhutan and other countries.

Fourth Druk Gyalpo Inducted to Kyoto Earth Hall

of Fame, Japan

It was reported that Bhutan’s leadership role in
environmental conservation received yet another
important recognition. His Majesty the Fourth Druk
Gyalpo was inducted into the Kyoto Earth Hall of Fame
in Japan on 13th February 2011. Her Royal Highness,
Princess Ashi Kezang Choden Wangchuck received the
award on behalf of His Majesty the Fourth Druk Gyalpo.
The Prime Minister, on behalf of the people of Bhutan,
expressed immense appreciation and gratitude to His

Majesty the Fourth Druk Gyalpo.
Local Government Election

The government commended the Election Commission
and those involved in the successful conduct of election
in the four thromdes of Thimphu, Gelephu,
Samdrupjongkhar and Gelephu in 2011 followed by
successful election of Local Governments.
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The Prime Minister also expressed deep appreciation to
His Majesty the Druk Gyalpo for the wise and timely
advice to the Election Commission which made it
possible for the successful conduct and outcome of the

elections.

Despite the successful election of the Local Government
leader, the Prime Minister expressed his disappointment
at the number of women participation in the election and
hoped that more women will take part in such election in
the future. — With the beginning term of the Local
Governments coinciding with the start of the Fourth
Year of the FYP, confidence was expressed that the
enthusiasm and the good leadership talent that the Local
Governments have now gained will bring about
acceleration in the implementation and timely
completion of the remaining planned activities. It was
also hoped that the government trained Gewog
administration officers would extend their full

cooperation and support to serve at their fullest.
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h
10t FYP Mid-Term Review

With the objective to enhance the emerging democratic
culture in the governance system, a Midterm Review
team lead by the Prime Minister interacted with the
Members of Parliament from respective Dzongkhags,
government secretaries, directors, sector heads, local
government leaders, local businessmen, religious
representatives and students over a period of four
months from 12 November, 2010 to 12 March, 2011.
This exercise greatly benefitted in understanding the
main objectives of planning especially community

development and eradication of poverty.

The report was categorized based on the four pillars

of GNH

First Pillar: Enhancing Sustainable and Equitable
Socio-Economic Development

Given our prudent economic policy and fiscal discipline,
the World Bank, IMF and ADB have made favourable
observations. According to the World Bank’s latest
Bhutan Economic Update April 2011, we have grown at

an average rate of 8.2 percent per year since FY2004/05
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and we will grow at 9-10 percent per year from
FY2010/11-FY2015/16. Although Hydropower projects
are the main drivers of the economic growth, other

projects have also made good progress.

The industries sector has grown at over 12% and the
manufacturing subsector at over 10% since FY 2004/05.
The agricultural sector has grown relatively slowly, at
around 1.6% per year, with its share of GDP declining
from 22% in FY 2004/05 to 14% in FY2010/11. In
absolute nominal terms, agricultural production grew
from Nu. 8,971 million in FY 2006/07 to 12,033 million
in FY 2010/11, to record an increase of 34% over the 4
year period. Hydropower projects are being continued

to meet the 10,000 MW goal by 2020.

Bhutan’s gross international reserves, comprising both
convertible currencies and Indian rupees for the year
2010/11 is estimated at US$ 1,018.28 million,
representing a growth of 17.30% from the previous
year. This reserve is estimated to cover about 14 months
of total projected imports, which is safely above the

constitutional requirement of 12 months.
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Inflation for the first quarter of 2011 as revealed by
Consumer Price Index has reached 9.64% as compared
to 5.7% in the same period in 2010. The inflation on
account of food item was 10.53% compared to 12.33%
and non-food item of 9.15% as compared to 2.39% in
the same quarter last year. Inflation on non-food items is
the highest as compared to previous years. The
purchasing power of Ngultrum is recorded at 64
Chhetrums for the first quarter of 2011, eroding the

disposable income of the people.

The fiscal deficit is expected to rise during the 10th
FYP due to ambitious expansion of rural and urban
infrastructure, but will average about 4.9% during the
entire 10" FYP which is still below the Government’s
self-mandated upper cap of 5% of GDP. Our fiscal
prudence is underpinned by the Constitutional
requirement that current expenditures are met by the

domestic revenues.

Despite the positive growth, the Bhutanese economy
continues to be weak and vulnerable with a majority of

the population still dependent on subsistence farming.
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While the per capita income has exceeded US$ 2000
making Bhutan third only to the Maldives and Sri Lanka
in South Asia, 23% of our population, are estimated to
be trapped in rural poverty to compel the Royal
Government to direct the main thrust of the 10th plan to

reduce poverty to 15%.

The minimum programme which forms the essence of
the Tenth Five Year Plan is a measure of the seriousness
of the Royal Government to root out poverty and to
promote a democratic culture of equity and justice. The
programme is aimed at achieving an equitable
distribution of the basic social and economic
infrastructural services throughout the country. It places
greater attention and resources for the lesser developed
and disadvantaged communities in remote and rural
areas that have hitherto been marginalized by the failure
to access basic services. It is through the minimum
programme that the key objectives of improving health
conditions, creating knowledge, enhancing accessibility
to market and services and raising rural income and
wellbeing are intended to be fulfilled. These, in turn, are

expected to break down the barriers that prevent the
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poor from acquiring the social and economic capacity to
enable true political empowerment and thereby realize

the goal of creating a democratic culture and polity.
The main elements of the programme are the following:
i. Motorable Road to Every Gewog Centre;

ii. Electricity for Every Home;

iii. Every Primary School Aged Child to be Enrolled in
School;

iv. Minimum of Three Doctors and Two Ambulances
for Every Dzongkhag Hospital and All Communities
to be Brought within Easy Access to Basic Health

Facilities;
v. Safe Drinking Water Supply for Every Home and
vi. Mobile Phone Connectivity for Every Community.

It was informed that out of the 49 Gewogs that remained
to be connected, 10 have now been connected up to the
Gewog centers. Further 28 Gewogs are at various stages

of being connected while survey and design for 11
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Gewog roads have been completed to begin construction
within the year. The five Gewogs of Soe, Naro, Lingshi,
Laya,Merak and Sakten will be partially connected by
motorable road while Lunana will not be connected.
This is because in the first case, roads beyond the points
that have been agreed with the concerned communities
would lead to their being deprived of the economic
advantages otherwise offered by tourism while in the
case of the latter, ecological and demographic reasons
forbid the construction of a motorable road. However,
Lunana shall become accessible throughout the year
through an 85 KM mule track to be built along the
Phochhu river within this plan period. The Gewog roads
are augmented by an increasing network of farm roads.
In addition to the existing 868 kms of farm roads, a total
of 1,480 kms of farm road has been constructed in the
last three years of 10th FYP totaling 2,348 kms of farm

road.

Against 52% households in the country that received the
benefit of electricity at the end of the 9th FYP, 73% of
households have now received this vital service as of

March 2011. In the past year, 15,020 households were
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connected to the national grid. The balance of 22,365
households will be electrified during the next two years.
All the necessary funds have been secured and the
implementation of the rural electrification projects is

under good progress.

Additionally, solar electrification of 118 public
institutions covering 14 Dzongkhags using new
technology (Capacitor, LED, Lithium Ion battery) has
been completed. The detailed survey and tendering
process for procurement of 672 solar sets for off-grid
electrification of 10 dzongkhags (Chukha, Dagana,
Gasa, Haa, Paro, Punakha, Samtse, Sarpang, Trongsa
and Wangduephodrang) under ADB financing have also

been completed.

It was informed that the Net Enrolment Rate reached a
high of 94% in 2010, with many Dzongkhags achieving
close to universal primary enrolment. All Gewog and
Dzongkhag administrations have committed at the MTR
to redouble their efforts to ensure that no school going

aged child is left out of school by end of April 2011.

88



The government had planned to provide minimum of
three doctors and two Ambulances for every Dzongkhag
Hospital and all Communities to have Easy Access to
Basic Health Facilities. Currently 10 Dzongkhags have
three doctors each, six Dzongkhags have two doctors
each and the remaining four have one doctor each. The
Ministry has also instituted a procedure to send
gynecologists to Dzongkhag hospitals once a month to
facilitate wider coverage and provision of gynecological
services. The objective of providing two running
ambulances for each district hospital has also been
fulfilled. The safe drinking water supply in rural areas
has increased to 93% from the 67% percent at the
beginning of 10th Plan.

In order to ensure mobile phone connectivity to every
community, a Universal Service Obligation (USO) Fund
for the rural mobile project amounting to Nu 360.155
million (in two phases) has been made available as
government subsidy to Bhutan Telecom and TashiCell.
The progress has been remarkable with 203 out of 205
Gewog centres now having access to the vital service.

The two remaining Gewog centers in Chokhorling
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(Pemagatshel) and Lunana (Gasa), including few
villages and shadow areas will be covered by December

2011.

In order to improve access to quality health services, the
Ministry has initiated the establishment of sub-posts for
villages with populations of 200-300 with a health

assistant.

It was reported that the Education sector saw continued
progress, with more schools being opened in the
remotest parts of the nation and increasing number of
youth completing higher education. For the year 2010,
the Net Enrolment Rate stood at 94%, with many
Dzongkhags achieving close to universal primary
enrollment as explained earlier. The Non-Formal and
Continuing Education Programme has covered the
length and breadth of the country and has so far

benefited over 160,000 illiterate citizens.

The agriculture sector continues to remain a high

priority for the government with a majority of the

Bhutanese population still dependent on agriculture. At

present, the sector accounts for 14% of the GDP and
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employs over 59% of the labor force. Recognizing the
importance of agriculture in achieving the Tenth Plan’s
theme and objective of poverty reduction, the agriculture
sector has, for the past one year, initiated new and
innovative programmes and recorded significant

achievements.

Increase in production is mainly dependent on adequate
supply of irrigation facilities. Therefore, a total of 44.57
kms of irrigation channels were rehabilitated in the past
year covering 5,811 acres of rice fields benefiting 1,217

rice growers.

The livestock sector has also witnessed significant
achievements. The promotion of labour saving
agricultural equipment and provision of its maintenance
and operation services is one of the main interventions
to raise farm productivity, lessen farm drudgery and
make farming profitable and attractive to our youth.
Further, farmers support service centres were
strengthened at Drakteng (Trongsa), Mongar (Mongar)
and Nubding (Wangduephodrang) to provide basic

maintenance services to the farmers.
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Second Pillar: Reinforcing Environmental

Conservation

It was reported that it is a matter of immense national
pride that our small country continues to rise in stature
as a world leader in environmental conservation. In this
regard, we may recall, in particular, the prestigious
international conservation awards received by His

Majesty the Fourth Druk Gyalpo.

Because of the excellent state of forest preservation in
the country, the biodiversity of our country remains a
subject of great scientific value and admiration to
botanists, ecologists and wildlife enthusiasts around the
world. The diversity of our flora and fauna is perhaps,
the most vital and valuable national asset that is not only
of immense immediate use but one that has a direct
bearing on our long term sustainability as a nation state.
In order to reduce carbon emission and for the health of
the urban cities, use of bicycles was also propagated

clearly.
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Third Pillar: Preservation and Promotion Of Culture

It was reported that the Royal Government and the
people are deeply grateful to the central monk body led
by His Holiness the 70th Je Khenpo, Trulku Jigme
Choeda, for performing Kurim for the well being of the
country. Further, the tradition of Driglam Namzha has
been revitalized and GNH has been infused in schools. It
was reported that incidences of domestic violence due to
abuse of alcohol and tobacco has increased. Efforts have
also been made to promote the national language
Dzongkha Appreciation was also extended to those
promoting tradition & culture through writing and
composing books, films, music and other forms. Further,
the Prime Minister urged the Bhutanese musicians to be
more original to avoid being accused of violation of

intellectual property rights

With regard to sports, under the leadership of HRH
Prince Jigyel Ugyen Wangchuck, His Majesty the Druk
Gyalpo’s Representative in the Bhutan Olympic
Committee (BOC), this vital sector has now received a

major boost including access to external resources. His
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Royal Highness has also been extremely active and
successful in sports diplomacy and in enhancing our
national image. Further, HRH Prince Jigyel Ugyen
Wangchuck has led delegations to the 16th Asian Games
in Guangzhou, China, The opening ceremony of the
Asian Beach Games, Kuwait and Asian Winter Games
in Kazakhstan. On behalf of the Government and the
people, immeasurable gratitude was expressed to HRH
Prince Jigyel Ugyen Wangchuck for the assurance
earned for fund and other requirements for sports. It was
also informed that for the benefit of the youth and sport
enthusiast, Changlingmethang was to be developed into
a fully lit sports stadium where games can be played at
night. Although this feature was left out due to paucity
of funds then, it is hoped that this plan will soon be

realized.

Appreciation was also expressed to His Majesty the
King for instituting the national annual award during the
National Day celebrations to recognize people who have
served the Tsa-wa Sum with exceptional effort and

merit.
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Fourth Pillar: Consolidating Good Governance

It was reported that the country has always enjoyed
peace, stability and progress for over a century under the
leadership of our selfless Monarchs. Having become the
first democratically elected government, its sacred
responsibility above all else, is to build and further
consolidate democratic institutions and practices of good
governance. As the fourth pillar of the development
philosophy of our nation, good governance is a
precondition to the functioning and progressive
strengthening of the other three pillars and, more
importantly, the successful development of our society

as a democratic polity.

As per legislative plans some of the Bills proposed for

the 8th Session of the First Parliament are:

1. Declaration of National Parks, Wildlife Reserves,
Natural Reserves, Critical Watershed

Bill on Declaration of Emergency

Impeachment Bill

Alternative Dispute Resolution Centers Bill

A

Contract Bill
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. Explosives Bill

6
7. Disaster Management Bill
8. Domestic Violence Bill

9. Limitation Bill.

10. Tourism Bill

Other Bills under consideration:- The following Bills are
under drafting process/consideration by the different
Ministries/agencies and may be tabled during the 9th or

later Session of the First Parliament:

1. Essential Services & Maintenance Bill

2. Administrative Tribunal Bill

3. Working Parents Incentive Bill

4. Militia Services Bill

5. Bill on the Formation, Functions, Ethical Standards

and Intra-Party organization of Political Parties.

In conclusion, the Prime Minister said that, the
Government submits the report of its work in the past
year to the House for review and assessment. Therefore,
any advice related to the report would be appreciated

and accordingly looked into.
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Further, the participation of the people from the
communities is vital to strengthen and sustain
democracy. Additionally, the political parties should
never become tools of the rich and powerful and the
elected their servants. It is imperative for the political
parties to be instruments of the people poor as they

maybe.

In order to maintain a clean Bhutanese democracy with
justice for the people, there is no better way than the
State funding, therefore, it is imperative for the Hon
Members of the Parliament to ponder and deliberate the
issue without being prejudiced by current circumstance.
The Prime Minister said that he urged this not for the
benefit of Druk Phuensum Tshogpa nor against the
People’s Democratic Party but for Democracy and the

emergence of good political parties in the future-

The Prime Minister also expressed appreciation to our
developmental partners for their unwavering support and
assistance. Moreover, special gratitude was expressed to
the people and Government of our neighboring country

India for their exceptional support and cooperation. In
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14.

addition, on behalf of the cabinet ministers and on his
own behalf, the Prime Minister expressed gratitude to
His Majesty the Druk Gyalpo for the noble guidance and
directives from the Golden Throne and pledged to
continue with the endeavors to serve the Tsawa sum

with the support of dedicated civil servants.

In conclusion, the Prime Minister expressed his
immense joy and pride for being able to provide service
towards peace and stability and continued advancement
of Gross National Happiness with the blessing of the
Guardian deities, His Majesty the Druk Gyalpo and the

collective merit and hard work of the people.

(A copy of the complete report was also distributed to the

Members of the Parliament)

EXPRESSION OF APPRECIATION TO THE HON
PRIME MINISTER

The Hon Chairperson of National Council, Hon Leader
of the Opposition and the Hon Member from Kabji-Talo
constituency expressed their appreciation to the Hon

Prime Minister for presenting the Annual Report on the
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State of the Nation. News regarding the announcement
of Royal Wedding of His Majesty the Druk Gyalpo to
HRH Ashi Jetsun Pema and the medal of recognition
received by HRH Ashi Kezang Choden Wangchuck on
behalf of the Fourth Druk Gyalpo being inducted to
Kyoto Earth Hall of Fame, Japan for the noble initiative
undertaken for environmental conservation was deeply
appreciated. The completion of most of the
developmental activities of 5 years within 3 years is a
wonder and applaudable.  They also expressed their
deep gratitude to Hon Prime Minster who as the
Chairperson of SAARC visited the region and
promulgated our noble identity and further strengthened

the relations.

Similarly, the Hon Speaker expressed his gratitude on
behalf of the Parliament to the Hon Prime Minister for
informing unambiguously about the achievements made
in the past one year and the future plans. He said that,
the people were aware of their aspirations being met in
the last two to three years and such achievements can
only be attributed to Bhutan being a religious country,

the collective merit of the people, the blessings of the
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Guardian Deities, wise guidance of His Majesty the
Druk Gyalpo and not to forget the efforts and hard work
put in by the Civil Servants. The Hon Speaker on behalf
of the Parliament reiterated his immense appreciation to
the Hon Prime Minister and the Cabinet Ministers,
Members of the Local Government and to all the civil

servants.

If Democracy is not strengthened and sustained after it
has been established, we would not be fulfilling the
aspiration of His Majesty the Druk Gyalpo. It is
therefore the full responsibility of the Bhutanese to work
towards and contemplate on sustaining democracy and
not dwell on the existing political parties. The Hon
Speaker urged the Members of Parliament and the
people to contemplate on the situation of the political

parties as pointed out by the Hon Prime Minister.

The House directed that the people and Members of the
Parliament take note of the current circumstances of the
political parties in a democratic system of government
pointed out by the Hon Prime Minister. With this the
Annual Report on the State of the Nation, including
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15.

Legislative Plans and the Annual Plans and Priorities of

the Government concluded.

(30™ Day of the 4™ Month of the Iron Female Rabbit Year
corresponding to 1** July 2011)

PRESENTATION OF ANNUAL AUDIT REPORT
2010 BY THE PUBLIC ACCOUNTS
COMMITTEE CHAIRMAN (1P7/GR7)

In accordance to Article 25(5) of the Constitution, the
Auditor General was mandated to present the Annual
Audit Report to His Majesty the Druk Gyalpo, Prime
Minister and the Parliament. Therefore, The Hon
Speaker directed the chairperson for the Public Accounts
Committee to present the Annual Audit Report for the
year 2010.

The Public Accounts Committee in accordance to
Article 25(6) of the Constitution presented the Annual
Audit Report 2010 along with the other reports received
form Auditor General to the Parliament for its

consideration as detailed below:

Chapter 1: Annual Audit Report 2010;
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Chapter 2: Follow-up on the past Annual Audit Reports
(AAR), namely AARs up to 2006, Aar 2007,
AAR 2008 and AAR 20009;

Chapter 3: Public Accounts Committee’s follow-up on
the resolutions of the 5 Session;

Chapter 4: Performance Audit Reports which were not
deliberated in the past Joint Sittings and
Performance Audit Reports issued by Royal
Audit Authority (RAA) till 25 April 2011

It was reported that in 2010 RAA completed 617 audits
and recovered Nu. 62. 791 million on account of Audit

Recoveries which is 9.8% more than 2009.

The AAR 2010 contains issues pertaining to all tem
Ministries, 17 Dzongkhags, 26 Gewogs, 7 Autonomous
bodies, 11 Corporations, 3 Financial Institutions and 2

Non-Governmental Organizations.

It was reported that among the 22 organizations
consisting of Ministries, Dzongkhags, Gewogs,
Autonomous Agencies and other organizations, the
Ministry of Health has the highest records of fraud,

corruption and embezzlement, mismanagement,
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violation of laws, rules and regulations, shortfalls, lapses
and deficiencies amounting to Nu. 12.345 million
Which was 28.49% of the total irregularities of Nu.
43.333 million.

In terms of Dzongkhags, Gasa is the only Dzongkhag
with Fraud, Corruption and Embezzlement with Nu.
84,000, while the Dekeling Gewog under sarpang
Dzongkhag is the only Gewog out of 205 Gewogs with
irregularities  under  Fraud, Corruption and

Embezzlement.

The PAC commended the Ministry of Works and
Human Settlement, Ministry of Education and Ministry
of Information and Communication along with the other
19 Dzongkhags and 204 Gewogs for not having and
irregularities under Fraud, Corruption and

Embezzlement category.

It was reported that irregularities involving a total of Nu.
451.014 million for the AARs up to 2009 was reported
in the 5™ Session of the Parliament in May-July 2010,
out of which a total irregularities of Nu. 231.163 million

(52%) was resolved as of April 2011.
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Lastly, it was submitted that the successful presentation

of the report to the House was attributable to the

dedicated efforts put forth by the RAA in the past year.

The PAC expressed their hope that the House deliberate

and provide wise guidance on the following 17

recommendations of the PAC:

Recommendations of the PAC

1. Underutilization of budget

a)

b)

c)

The government may explore opportunities to
adopt modern budgeting process to minimize or
eliminate inefficiencies built within our current

budgeting process, if any.

In order to ensure that a budget reflects macro-
economic and fiscal policies besides sector
concerns, this august Joint Sitting of the
Parliament may wish to review the necessity to
involve Hon Members of Parliament of National

Assembly in the stage of budget formulation.

In line with the recent Mid-Term Review
exercise conducted by the government under the
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Chairmanship of the Hon Prime Minister, the
PAC recommends the Government to analyze
the reasons for the huge amounts of unutilized
budget in both the initial two years of the 10"

plan and non-implementation of activities.

. Fixation of  Accountability and  oversight
responsibility on the heads of budgetary bodies as
per the Sections 182 and 183 of the Public Finance
Act 2007)

. Follow-up on the unresolved irregularities of the
past Annual Audit Reports up to 2006 and AAR
20009.

. Enforce the Sections 182 and 183 of the Public

Finance Act 2007 on the lack of administrative
actions from the Government and RCSC against

irregularities reported in the Annual Audit Reports.

. The Government should resolve this long pending
issue with the proprietor of Trowa Theatre regarding
the lease rental of land on which the Trowa Theatre

in Changjiji.
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6.

7.

It has to be resolved on who should clear the
outstanding loan of 7.6 million taken by MSO from
National Pension and Provident Fund until 30" J une,

2011.

Decide on the fixation of final responsibility of
resolving MSO Loan outstanding of Nu.7.6 million
as of June 30, 2011, with NPPF.

8. The Government should enforce Sections 182 and

183 of Public Finance Act of Bhutan 2007 on the
heads of budgetary bodies based on the PAC’s
Reports on Hearings conducted on Gaylongkhar-
Minjiwoong Farm Road Construction,
Jomotsangkha, Samdrupjongkhar Dzongkhag; and
Nimshong-Nabjikorphu Farm Road Construction.

Compliance  with  Multilateral ~ Environmental
Agreements.

The PAC shall conduct follow-up meetings with the
relevant agencies, and shall propose to the relevant
agencies to formulate necessary guidelines for

proper coordination between the focal agency and
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10.

1.

the implementing agencies. The PAC also submits to
the House for necessary deliberation on the need for
some policy or system in place for the government

to follow before signing the agreements.

Computers & Peripherals

The PAC would conduct separate meeting with
relevant agencies like National Environment
Commission,  Ministry of  Information &
Communications on the issues, and report to the gth

Session of the Parliament.
Operations of National Pension & Provident Fund

The PAC submits the following recommendations;
a) Need to review the Investment Policy 2008 by
also including investment in shares of state

owned enterprises;

b) Since the NPPF is instituted without an Act, and
consequently in the event of insolvency, the legal
guarantee of liabilities between the NPPF and
the RGoB to shelter the pension Members is not

understood. Therefore, there is a need for a
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Pension Act in the country which may also
include Pension for elected Members and private

sector employees.

11. Audit Report on Civil Service Trainings of

Ministry of Education

The PAC submits the following recommendations:

a)

b)

c)

The Royal Civil Service Commission as the
custodian of the civil service, conduct an in-
depth review of the civil service training systems
and frame realistic rules and define practical
procedures. PAC is informed by RCSC of their
actions taken and ongoing in connection to the
issues from the Audit Report;

Institute (if not already instituted) a transparent
and effective monitoring and evaluation system
for civil service trainings;

Fix standard accountability on the implementing
agencies and enforce it diligently. It was learnt
from RCSC that some of the trainees fail to
return home after completion of their study or

training. Some would not submit relevant
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d)

g)

Completion Certificates. Therefore,
accountability should be fixed on the supervisors
or heads who were involved in processing and
approving their training, besides taking action
against the incumbents;

Improvise ways and means in consultation with
relevant stakeholders to minimize disparities
between central agencies and Dzongkhags;
Harmonize the individual agency HR Master
Plans with the RCSC Master Plans;

Coordination between the RCSC and other
implementing agencies need to be defined and
strengthened; and

It was also learnt that some of the individuals
whose names were reflected in the Report were
not aware of them availing such trainings.
Therefore, the House may direct the PAC to
conduct hearing with the RCSC and relevant
organizations to confirm if they had actually
availed trainings or it was only blatant fictitious
in paper. The outcome of the Hearing shall be

presented to the 8" Session of the Parliament.
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12.

13.

14.

Since the Internal Auditing has very positive impact
on socio-economic development, efficient systems
of the organizations and control of corruption it is
imperative to strengthen the Internal Audit system as
per the Auditor General’s Advisory Series 2011 on

Enhancing Internal Audit System.

The PAC submits to the House for a need to
conduct a hearing on the Education Development
Project, both on LGSF and traditional type school
construction  Operations of the Education
Development Project (EDP), implemented by the
School Planning and Building Division (SPBD),
Ministry of Education till 30" June, 2010.

The PAC recommends the Parliament to authorize
the RAA to enforce the provisions of Section 182
and 183 of the Public Finance Act and mention the
names of oversight responsible heads in the Audit

Reports.
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15.

16.

As there are some inconsistency between the
Committees Act 2004 and Article 25(6) of the
Constitution, the PAC proposes for review and
amendment of the National Assembly Committees
Act of the Kingdom of Bhutan 2004 to bring parity
with the Constitution and other laws enacted after

2008.

Until now, the PAC had submitted its Report to the
Parliament only in the Summer Session. Experience
from the last few years indicate the Committee’s
huge backlog of reports to be submitted to the
Parliament resulting into lengthy discussions during
the Summer Session. Further, some issues which
merit timely discussion in the Parliament often have
to wait for Summer Session, rendering the issue
irrelevant and insignificant for the government to
take decisions. Timely decisions by the government
on some matters would hinder or inhibit occurrence
of similar lapses in other agencies. Therefore, the
PAC seeks the Parliament’s approval to mandate the
PAC to submit its Report to both Summer and
Winter Sessions of the Parliament.
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The Speaker said that judging from the presentation
of the Annual Audit Report by the Chairman of the
Public Accounts Committee, it is evident that the
RAA had achieved substantive results. The
Parliament in its 5™ Session based on the
accountability and responsibility fixed, directed to
enforce it through the Royal Civil Service
Commission. However, the government and various
agencies did not carry out the directives of the
Parliament at all. Therefore, it is the knowledge of
the Members that the irregularities are again
reflected in the Audit Report. The House directed
that, in order to control such occurrence in future, it
is crucial for the Joint sitting of the Parliament to
resolve appropriate measures to enable to take action

as per the Public Finance Act.

While deliberating on the Annual Audit Report
2010, the Members expressed their concern over the
increasing number of fraud corruption and

embezzlement cases every year. The House pointed
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out that such cases are reoccurring due to the non
compliance of 11 recommendations made by the

PAC by the government.

Moreover, the Members submitted that it is crucial
to accord priority to fixing responsibility and
accountability. Some Members suggested that
responsibility and accountability should be fixed
across various level of the organization and any
individual found to have committed fraud,
corruption and embezzlement should be terminated

from the service.

On the surrendering of unutilized budget the
Members suggested that there is a need to have
proper system and certain standard of budget and
expenditure ratio in place. Since there is discrepancy
in budgetary provisions according to the size of the
project, it is important look at the actual outcome of
the work rather than considering the surrendering of

utilized budget.
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As it is difficult to estimate the budget requirement
for the planned activities the budgeting system needs
to be reviewed. In addition, some Members
suggested that the budgetary provision be decided
based on one’s spending capacity. Further, the
Members submitted if they explain the system of
budget allocation to the people during the
constituency visits, it would help in using the total

budget allocated.

During the continued deliberation on the PAC
Report on 5™ July 2011, the Members sought various
clarifications and expressed numerous views on the
irregularities pertaining to fraud, corruption and
embezzlement cases. However, the Members agreed
that such instances are due to the non
implementation of respective responsibility and
accountability in Ministries, autonomous agencies,
corporations and the Local Governments. It is
imperative that the Government study and review
responsibility and accountability in detail. The
Members expressed their common consensus that in

order to control the occurrence of fraud, corruption
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and embezzlement cases in future, it is crucial to fix
the responsibility and accountability on Ministers,
secretaries and directors in accordance to the Public

Finance Act 2007.

The House provided the following directives on the
recommendations of the Public Accounts Committee

after extensive deliberation;

1. The Royal Audit Authority (RAA) has stated
about the direct accountability in the Audit
reports. However, as per Section 182 and 183 of
the Public Finance Act, 2007 the supervisory
responsibility which was absent should also be

stated henceforth in the Audit Reports.

2. The underutilization of budget was as submitted
by the Hon Minister for Finance on five grounds.
The House directed the Government to submit a
report to the Public Accounts Committee (PAC)
before the 8" Session of the Parliament after
contemplating it and implementing proper

review and improvement.
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3. Regarding the issues pertaining to entrust

reponsibility and accountability to all the
officials of ministries, corporations and agencies,
the respective officials of the relevant ministries
and various agencies should be fully entrusted
with reposnsibility and accountability within the
auditing period. This was as per the provisons of
section 182 and 183 of the Public Finance Act.
Besides conforming with it, the Royal Civil
Service Commision should keep vigilance. It
was directed that the unsettled old accounts of
annual audit reports till 2009 should be
concluded and settled by the committe formed
under the initiative of the Hon Minister for

Finance.

The House directed the NPPF and Finance
Ministry to formulate the investment policy and
draft Pension Bill to ensure sustainability of

Pension Scheme to benefit the Members.
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5. The House also directed that the appointment of
Director and composition of Board Member be
purely based on experience and professionalism

to enhance corporate governance.

6. Miscellaneous Issues

6.1 On the old pending issue regarding the lease of land
to Trowa theatre, as submitted by the Hon Minister
for Works and Human Settlement, the Government
should contemplate and instantaneously resolve the
issue as per the relevant laws and report to the PAC
prior to the 8" Session of the Parliament.

6.2 It was submitted on how to settle the outstanding
loan amounting to Nu. 7.6 million taken from the
National Pension and Provident Fund by the BBS for
MSO. As set forth by the Minister for Finance, the
loan shall be liquidated from the budgeted amount
for the BBS. The House resolved that the
Government should fix the responsibility and
accountability for such losses inflicted on the
Government and submit a report to the PAC before

the 8th Session of the Parliament.
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6.3 Regarding the discussion to be held on policies and
rules of procedures before signing of the Multilateral
Environmental Agreements, the House resolved that
the committee can conduct follow-up meetings with
the relevant agencies. The relevant agencies should
formulate necessary  guidelines for  proper
coordination between the focal agency and the
implementing agencies and deliberate on the need
for some policy or system in place for the
Government to follow before signing the
agreements.

6.4 On computers and peripherals, the House directed
the committee to conduct separate meetings with
relevant agencies like National Environment
Commission and Ministry of Information &
Communications and hence report to the 8th Session
of the Parliament.

6.5 Regarding the seven points recommendations
submitted on the audit report of Civil Service
Trainings and Ministry of Education’s HRM, the
Royal Civil Service Commission has started taking

action on the report. Therefore, the House directed
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the commission to investigate the issues
comprehensively and submit a report to the PAC
before 8th Session of the Parliament.

6.6 On the operations of the Education Development
Project (EDP), implemented by the School Planning
and Building Division (SPBD), Ministry of
Education as of 30th June 2010, the House directed
the Secretary of the Ministry of Education to carry
out proper review and submit a report to the PAC
and the Prime Minister before 8th Session of the
Parliament.

6.7 Regarding the proposal for review and amendment
of the National Assembly Committees Act of the
Kingdom of Bhutan 2004 to bring parity with the
Constitution and other laws, the House directed the
Legislative Committee of the respective Houses to
study and review the need for amendment and report
in the forth coming Session of the Parliament.
Regarding the presentation of the PAC report, the
House directed the Legislative Committees of the
respective Houses to see the scope as to where the

PAC report has to be submitted and future reports
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16.

should be tabled accordingly, in line with the
respective Acts of the two Houses. Consequently,
the deliberation on the Annual Audit Report 2010

was concluded.

(3" Day of the 5™ Month of Iron Female Rabbit year
corresponding to 4™ July 2011.)

DELIBERATION ON POINTS RAISED BY
NATIONAL COUNCIL ON THE NATIONAL
BUDGET FOR THE FY 2011-2012

A- Budget Estimates for the Financial Year 2011-
2012

It was submitted that the agencies responsible for the
establishment of hydro power projects in the country
should be observed properly to meet the standard.
Clarifications were also sought on the capital
expenditure which was the only expenditure in place for
Phuentsholing municipality. Further, it was set forth that
although rural drinking water distribution has reached 13
%, some places still faced the problem of drinking water

which needs to be mitigated urgently.
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It was submitted that budget should be in place for
transportation of materials to distribute drinking water in
some of the Geowgs of Gasa and as well as for the
renovation of Trashigang Dzong. It was also submitted
that the National Assembly and the National Council
were shouldering equal legislative responsibilities.
Therefore, budget should be set in place for conducting

meetings with the Local Government.

It was submitted that budget should be set in place for
procurement of vehicles for the judges of Dzongkhags &
Drungkhags, occasions of high significance in the
country and for the promotion of tourism. It was also
set forth to review and explore the faire for public
transport buses, price of the commodities and
establishment of training institutes in the country. In
addition, it was submitted that transport service
providers with low profits operating along the roads
without black top should be subsidized. It was also set
forth to immediately implement the provisions of the
Constituency Development Grant as in the National

Budget Report for the FY 2011-2012.
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B- Supplementary Budget Appropriation Bill for the
Financial Year 2010-2011

It was submitted that the training for the local leaders on
implementation of budget was required to avoid
surrender of budget from the Local Government and a
system was also needed to be formulated to present the
Supplementary Budget Appropriation Bill in the winter
session. In addition, it was set forth that the system
should be prepared for the allocation of Supplementary

Budget Appropriation Bill.

It was submitted that in order to provide employment to
the youth, the budget for the works not taken up by the
private sector to renovate Gasa Tsachu should be
utilized for the students of vocational and construction
training institutes. It was submitted that if the
Supplementary Budget Appropriation Bill included in
the general reserve budget by the Ministry of Finance
relates to the constituency development, it should be
removed from the budget as per the resolution of the last

session of the National Assembly.
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C- Budget Appropriation Bill for the Financial Year
2011-2012

The amount of the appropriation was not to surpass 740
million. The removal of 14 million of Constituency
Development Grant and in case the proposals in the
budget estimate for the FY 2011-2012 was included, the
above amount would be subject to changes. It was
submitted that there was need to explicitly mention the
general public expenditure as it was not mentioned in
annexure 10. Further, the budget set for the
Constituency Development Grant in the general reserve

budget should be removed.

D-Tax Revision Bill, 2011

It was set forth that the enforcement of the tax revision,
tax revision for alcohol, vehicles and spare parts of the
machineries should be revisited. The tax for canned fruit
juices, precious metals, income tax, business income tax,
corporate income tax and waiving off tax for land less
than 5 acres and to increase the tax for land more than 5

acres were also submitted to be revisited. The National
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17.

17.1.

Assembly  extensively  deliberated on  these
recommendations on 7% June, 2011. The Hon Members
expressed problems related to their constituencies and in
general they opined that it was imperative for both the
Houses to work as per the responsibility entrusted to

them.

Besides, the National Assembly didn’t acknowledge the
recommendations by the National Council on the above
mentioned budget. Consequently, on 24™ June 2011 the
budget was endorsed without any change for approval as

per the procedure.

(5™ Day of the 5™ Month of the Iron Female Rabbit Year
corresponding to 6™ July 2011)

IMPLEMENTATION STATUS OF THE
RESOLUTIONS OF 6™ SESSION

Drayangs and Entertainment Places (1P7/GRS)

The Minister for Information and Communication
reported that relevant Ministries and agencies were
observing and improving the problems with regard to

Drayangs and entertainment places as per section 6.1 of
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17.2

17.3

the 6™ Session’s resolution. The House acknowledged as
it was informed that the situation was improving and the
rules were also formulated which was profoundly

benefiting the Drayangs and entertainment places.

His Majesty the Druk Gyalpo’s Relief Fund
(1P7/GRY9)

As per section 7 of the 6™ Session’s resolution, The
Minister for Finance informed that in the 6™ session the
House approved the proposal to establish His Majesty
the Druk Gyalpo’s Relief Fund. However, it was
reported that His Majesty the Druk Gyalpo’s Relief
Fund was a huge budget and for the purpose rules have
to be presented to the Parliament instead of a resolution.
Therefore, the House expressed its endorsement after it
was informed that draft rules for His Majesty the Druk
Gyalpo’s Relief Fund would be presented in the next

Session.

Report on National Work Force Wage Rate
(1P7/GR10)

As per section 14 of the 6™ Session’s resolution, the

Minister for Labour & Human Resources reported on
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the revision of wage for national work force and national
minimum wage rate. It was informed that a committee
was formed under the executive order of the Minister as
per the provisions of the Labour & Employment Act
2007 which rationally formulated the wage for the
workers and minimum wage rate and submitted to the
Government. Thereafter, on 7" May 2011 during the
special 106™ Cabinet session, following 3 policies and
increment of National Work Force Wage and the

Minimum Wage Rate was endorsed.
1. Minimum National Wage Rate policy
2. Standard of Minimum National Wage Rate.

3. National Work Force Wage Standard.
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Classification on Increment of National Work Force

Workers’ wage and the Minimum Wage Rate.

S1. | Classification
No

Increment

since the end

Increment

since the year

of year 2001 2011
1 | First 150 240
2 | Second 135 220
3 | Third 120 195
4 | Fourth 110 180
5 | Fifth 100 165

In the previous rules, the National Work Force workers’

wage was classified into 5 categories based on skills. It

was increased at the end of the year 2001 to Nu. 100,
Nu.110, Nu.120, Nu.135 and maximum of Nu.150 daily

for the smaller categories which was now increased to

minimum of Nu.165, Nu.180, Nu.195, Nu.220 and the

maximum of Nu. 240. It was also reported that workers
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working in the high altitudes will be provided benefits

as per the condition of the places identified.

After the report was presented, expressing their views
and opinions the Hon Members submitted that increase
in the national work force workers’ wage and the
minimum wage rate in the special sitting of the cabinet
would immensely benefit poor workers. It was set forth
that in rural areas, minimum wage of Nu.200 was given
and it would be better if it was similarly increased to Nu.
200 from the minimum of Nu. 165. It was also set forth
that if the standard of minimum monthly salary of
national work force workers were kept at Nu.3000, it

would immensely benefit the private sector.

To this, as submitted by the Minister for Labour &
Human Resources the House directed that increment
should be effected within 90 days of the Government’s
approval as per the Labour & Employment Act 2007.
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17.4

Report of Human Rights Committee (1P7/GR11)

The House deliberated on the implementation of the
recommendations of the last report resubmitted by the
Chairperson of the Human Rights Committee. The
Minister for Home & Cultural Affairs informed that the
Ministry was prioritizing and working accordingly as
per the last report. He also set forth that the Human
Rights Committee should not only emphasize on prisons

but also look into other relevant issues.

Some of the Hon Members submitted that it was time to
formulate and implement rules and procedures regarding
the Human Rights Committee. A Members of the
Committee expressed that the government should
prioritize the recommendations made by the Committee
in the last report and implement them. He offered his
full support towards this. Further it was clarified, that
prisons were given a priority, not to criticize but because
the International Human Rights Council occasionally
questioned prisoner related issues. It was also pointed
out that problems were encountered as there was no

separate fund for the prisons in the Budget therefore, a
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separate budget should be allocated. Further, it was
proposed that it would be healthier if a new agency
under the Ministry for Home & Cultural Affairs is
instituted to take over the management of the prisoners

from the police.

Some of the Hon Members submitted that there was a
need to issue Security Clearance Certificate to those
prisoners who completed their prison term irrespective
of nature of the sentence. If this was not possible, it was
proposed that at least the relatives should be entitled for
clearance. The Committees said that it would be able to
function effectively and efficiently if directives were
issued for investigation and improvement of issues
concerning violation of human rights. Further, it was
submitted that the Committee needs to contemplate on
factors which were depriving human rights in the

society.

To this, The House directed that all the Ministries under
their respective  Ministers should continue to
acknowledge the resolutions of the House and submit

the implementation reports on time as in the past. The
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18.

Minister for Home & Cultural Affairs informed that
implementation report on the recommendations
submitted by the Human Rights Committee would be
presented in the next Session. In this regard, the House
resolved that the Ministry of Home and Cultural Affairs
may not submit its implementation report in the next
session and would suffice if the Ministry prioritized the
recommendations made by the Committee and after

carrying out careful studies start its implementation.

RECTIFICATION OF RESOLUTIONS

Excluding the days for the sittings on the Bills, the
deliberations pertaining to Local Government and
Reports over the period of 13 days were presented for
rectification on 7" J uly, 2011. As directed by the House,
the Secretary General read out only the resolutions
leaving out the deliberation. To this, led by the Hon
Prime Minister some of the Hon Members proposed that
few resolutions needs to be rectified as per the
deliberations carried out in the House. The proposals
were acknowledged and it was submitted that these
resolutions would be reassessed as per verbatim records.
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19.

19.1

With this, the implementation report by the relevant
Ministries on the resolutions up to 6th Session and the

rectification of resolution concluded.

(7" Day of the 5™ Month of the Iron Female Rabbit Year
corresponding to 7" July, 2011)

CONCLUDING CEREMONY

Speech of the Hon Speaker on the Concluding
Ceremony of the 7th Session

The Hon Speaker said that the historic 7" Session of the
First Parliament of Bhutan concludes on this very

auspicious day.

On behalf of the Hon Members of Parliament and on his
own behalf, he expressed heartfelt gratitude to His
Majesty the Druk Gyalpo for gracing the Concluding
Ceremony.

Similarly, he welcomed the Members of the Royal
Family, Senior Government Officials from the three
branches of Government, Officials of the Armed Forces,
Ambassadors of India, Bangladesh and Kuwait,
Diplomats, Media Personnel and Distinguished Guests.

He also expressed greetings to all the Bhutanese people
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in different parts of the country who were witnessing
this Session through television and listening through

radio.

He informed the House that the following Bills on
which the two Houses could not reach a consensus
during the 5™ and 6™ Sessions on some of the provisions
were tabled and endorsed in the Joint Sitting by means
of voting as per the command of His Majesty the Druk
Gyalpo, in accordance to the provision of the

Constitution;

1. Penal Code (Amendment) Bill

2. Civil and Criminal Procedure Code (Amendment)
Bill

3. Financial Services Bill

4. Anti Corruption (Amendment) Bill

5. Child Care and Protection Bill

6. Water Bill

7. Legislative Procedure, 2011

The Hon Speaker informed that as the King endears
subjects, subjects aspire peace and happiness and as law

is the basis of all peace and happiness, the above Bills
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were accorded paramount importance and passed as

Acts after extensive deliberation.

Although the law implementing agencies particularly the
Royal Bhutan Police and the Judiciary have been
carrying out their responsibilities as per the rule of law,
Members expressed their concerns regarding the
complaints raised by the people on the non compliance
of due process of the law, delayed cases and award of

different verdicts.

In addition it was informed that the House ratified
SAARC Convention on Environment and Convention
on Anti Doping in Sports which were extensively

deliberated in the 6™ Session by both Houses.

Bhutan Institute of Medical Sciences Bill has been
deliberated by the National Assembly and is transmitted
to the National Council. The Adoption Bill on which the
two Houses could not reach a consensus is submitted to

His Majesty the Druk Gyalpo by the National Council.

It was informed that the Sales Tax, Customs and Excise

(Amendment) Bill, Election (Amendment) Bill and
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Public Finance (Amendment) Bill which were discussed
by the National Assembly in its 6™ Session and
transmitted to the National Council were re-deliberated
in the current Session. Since there were disagreements
on some provisions, it has been resolved to be submitted
to His Majesty the Druk Gyalpo in accordance with the

provision of the Constitution.

In line with the Annual Budget Report of the Finance
Minister, the National Assembly endorsed the following
Bills and received recommendations thereof from the

National Council;

a) Supplementary Bill for the FY 2010-2011
amounting to Nu. 2,649.00 million

b) National Budget for FY 2011-2012 amounting to
Nu. 42,174.740 million (Current Budget Nu. 17,
185.309 and Capital Budget Nu. 24,989.431 million)

c¢) Tax Revision Bill, 2011. These Money Bills are
submitted to His Majesty the Druk Gyalpo for Royal

Assent.

As alcohol causes lots of health and social problems and

in order to control the negative impact of alcohol, tax on
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alcohol products has been nominally raised. Likewise,
the taxes on import of vehicles have been raised to
reduce air pollution and control the vehicle number,
vehicle accidents and traffic congestion. It is hoped that
these increase in taxes would benefit the economic

development of the country.

As the presentation of Report on the State of the Nation
by Hon Lyonchhen to the Parliament was broadcast live
through television and radio, it is hoped that the people
would be appreciative of achievements of economic
development activities by the government within the
span of one year. The most significant achievement was
the reduction of poverty level to 23 percent from 32

percent.

With the granting of Kidu by His Majesty the Druk
Gyalpo to the genuinely deserving people the poverty
level had been greatly reduced and His Majesty the
Fourth Druk Gyalpo’s vision of Gross National
Happiness has been fully realized entailing peace and

happiness to all Bhutanese.
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Hon Lyonchhen while presenting the Report on the State
of the Nation said that since its inception the democratic
system has been running smoothly under the wise
leadership of His Majesty the Druk Gyalpo. However, it
is important for the Members and Bhutanese people to
consider State Funding to Political parties for a strong
and sustained democratic system and to build strong

foundation of the political parties without corruption.

The House engaged in extensive deliberation on the
Annual Anti Corruption Report and Annual Audit
Report. The Members opined that if the civil servants
and leaders shoulder their responsibility and
accountability with added sense of duty and vigor, the
instances of fraud, corruption and embezzlements would
not occur besides timely achievement of economic

developments.

Among the several measures, it was resolved to strictly
enforce the fixation of accountability and oversight
responsibility in compliance to the Section 182 and 183
of the Public Finance Act. The Members also submitted

that the Judiciary should acknowledge and award timely

137



verdicts on the cases forwarded through Office of

Attorney General.

It was only after three years that the Local Government
election could be held. Although there were few
problems related to political party affiliation and census
issues, they were resolved due to the timely direction

and guidance provided by His Majesty the Druk Gyalpo.

On behalf of the Parliament, the Hon Speaker expressed
appreciation for the successful conduct of Local
Government elections through the participation of
thousands of civil servants and defense personnel under

the aegis of Election Commission of Bhutan.

However, while there was 79 percent of voter turnout
during the 2008 Parliamentary Elections, the voter
turnout during the recent Local Government Elections
was only 56 percent. Therefore, it is a cause of small
concern as to whether one was able to fully exercise
ones voting rights and assert individual’s needs in the

election of a suitable leader.

The House was informed that last July, the Hon Speaker

along with three Members attended the 3™ World
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Speakers’ Conference at Geneva. This has fostered very
strong sense of friendship and co-operation among the

Members of the Parliaments.

Likewise, this year, on the invitation extended by the
Speaker of the Bangladesh Parliament, he led a
delegation to Bangladesh. The visit not only provided
opportunity to meet with their Prime Minister, Speaker,
Leader of Opposition and their Parliamentarians but was
also beneficial for further strengthening our bilateral

relations between the two countries.

It was reported that on the way back from Bangladesh,
the delegation visited industrial sites and Tamal Bil the
new trade route established between the two countries
which would immensely benefit the business community
of the eastern Bhutan in expanding their business. It
was informed that meetings were also held with the
Governor and Members of the State Legislative
Assembly of the Shillong, Megalaya and further

deepened our relations.

Similarly, the Hon Speaker informed that he was leading
a five Member parliamentary delegation on the day after
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the concluding day of the session to attend the 5™
Conference of SAARC Speakers and Parliamentarians at
New Delhi. It was informed that as the delegation will
be meeting with the Speakers and Parliamentarians from
eight member countries, it is hoped that our relations

would be further strengthened.

During the inaugural ceremony of the current session,
His Majesty the Druk Gyalpo announced about the
Royal Wedding for the continuity of the Wangchuck
Dynasty. To this, the Parliament, with great joy and
pride pledged full support for the Royal Wedding. We
offer our prayers and hopes for this historic occasion to
be a grand success with the excellent arrangements
made by the government as per the wishes of His

Majesty the Druk Gyalpo.

Although the 7™ Session has been lengthy, it
successfully concludes today which is chiefly
attributable to the blessings of triple gem, advice and
guidance of His Majesty the Druk Gyalpo, support of
the Hon Lyonchhen and Members, and the merit of the

Bhutanese people.
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The 7™ Session of the First Parliament concluded on 8"
July, 2011 corresponding to the 8" Day of 5™ Month of
the Iron Female Rabbit Year with the offering of Tashi
Moenlam for the good health and long life of His
Majesty the Druk Gyalpo, Members of the Royal Family

and prayers for the continued peace and prosperity of the

Bhutanese people.

8™ July, 2011 (Jigme Tshultim)
SPEAKER
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20.

LIST OF DOCUMENTS DISTRIBUTED DURING
THE 7™ SESSION

1.  Bhutan Institute of Medical Sciences Bill, 2011
2. Adoption Bill, 2011

3. Consumer protection Bill 2011

4. National Budget Report FY 2011-2012

5. Annual Financial Statement for the Year ending 30"
June, 2010

6. Annual Report of the Anti Corruption Report, 2010

7. Third Annual Report on the Sate of the Nation by
the Prime Minister.

8. Annual Audit Report, 2010
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21.

9.

Presentation of the summarized Audit Report by the
Public Accounts Committee

LIST OF NATIONAL ASSEMBLY MEMBERS
WHO PARTICIPATED IN THE 7TH SESSION OF
THE FIRST PARLIAMENT

1.

2.

Speaker, Jigme Tshultim, Radhi-Sakteng
constituency, Trashigang Dzongkhag

Prime Minister, Jigme Yoezer Thinley, Nanong-
Shumar constituency, Pemagatshel Dzongkhag

. Lyonpo  Yeshi Zimba, South  Thimthrom

constituency, Thimphu Dzongkhag

Lyonpo Khandu Wangchuk, Lamgong-Wangchang
constituency, Paro Dzongkhag

Lyonpo Wangdi Norbu, Bartsham-Shongphu
constituency, Trashigang Dzongkhag

Lyonpo Zanglay Durkpa, Khar-Yurung
constituency, Pemagatshel Dzongkhag

Lyonpo Minjur  Dorji, Kanglung-Uzorong
constituency, Trashigang Dzongkhag

Lyonpo Thakhur Singh Powdyel, Dorokha-Tading
constituency, Samtse Dzongkhag
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

Lyonpo Dr.Pema Gyamtsho, Choekhor-Tang
constituency, Bumthang Dzongkhag

Lyonpo Nandalal Rai, Shompangkha constituency,
Sarpang Dzongkhag

Lyonpo Dorji Wangdi, Panbang constituency,
Zhemgang Dzongkhag

Leader of Opposition, Tshering Tobgay, Sombeykha
Constituency, Haa Dzongkhag

Deputy  Speaker, Yangku Tshering Sherpa,
Kilkhorthang- Mendrelgang constituency, Tsirang
Dzongkhag

Karma Wangchuk, Chumey-Ura constituency,
Bumthang Dzongkhag

Ugay Tshering, Bongo-Chapcha constituency,
Chukha Dzongkhag

Chencho Dorji, Phuentsholing constituency, Chukha
Dzongkhag

Sonam Jamtsho, Drujeygang-Tseza constituency,
Dagana Dzongkhag

Hemant Gurung, Lhamoizingkha-Tashiding
constituency, Dagana Dzongkhag

Kinley Dorji, Goenkhamey-Lunana constituency,

Gasa Dzongkhag

Damchoe Dorji, Goenkhatoe-Laya constituency,
Gasa Dzongkhag

Ugen Tenzin, Bji-Katsho-Uesu constituency, Haa
Dzongkhag

Karma Rangdol, Minjay-Gangzur constituency,
Lhuentse Dzongkhag

Tshering Tenzin, Menbi-Tsengkhar constituency,
Lhuentse Dzongkhag

Ugyen Wangdi, Dremitse-Ngatshang constituency,
Mongar Dzongkhag
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25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

Sonam Penjor, Kengkhar-Weringla constituency,
Mongar Dzongkhag

Karma Lhamo, Mongar constituency, Mongar
Dzongkhag

Chencho Dorji, Dogar-Shaba constituency, Paro
Dzongkhag

Choida  Jamtsho, Nganglam constituency,
Pemagatshel Dzongkhag
Tshering Penjor, Kabji-Talo constituency, Punakha

Dzongkhag
Namgay Wangchuk, Lingmu-Toewang constituency,
Punakha Dzongkhag
Ugyen Dorji, Dewathang-Gomdar constituency,
Samdrup Jongkhar Dzongkhag
Norbu Wangzom, Jomotshangkha-Martsala
constituency, Samdrup Jongkhar Dzongkhag
Prahlad Gurung, Pugli-Samtse constituency, Samtse
Dzongkhag.
Durga Prasad Chhetri, Sipsu constituency, Samtse
Dzongkhag
Lila Pradhan, Ugyentse-Yoeseltse constituency,
Samtse Dzongkhag
Prem Kumar Gurung, Gelephu constituency,
Sarpang Dzongkhag
Choeki  Wangmo, Thrimshing constituency,
Trashigang Dzongkhag
Lhatu, Wamrong  constituency,  Trashigang
Dzongkhag
Dupthob, Bumdeling-Jamkhar constituency,
Tashiyangtse Dzongkhag
Kesang Wangdi, Khamdang-Ramjar constituency,
Tashiyangtse Dzongkhag

145



41.

42.

43.

44.

45.

46.

Rinchen Dorji, Drakteng-Langthel constituency,
Trongsa Dzongkhag

Nidup Zangpo, Nubi-Tangsibji constituency,
Trongsa Dzongkhag

Nar Bahadur Gurung, Patalay-Tsirangtoe
constituency, Tsirang Dzongkhag

Pasang Thrinlee, Athang-Thedtsho constituency,
Wangdue Phodrang Dzongkhag

Gyem Dorji, Nyisho-Sephu constituency, Wangdue
Phodrang Dzongkhag

Tshering  Dorji, Bardo-Trong  constituency,
Zhemgang Dzongkhag

List of Members absent during the 6th Session of the
First Parliament

1.

Lyonpo Ugyen Tshering, Kawang, Lingshi, Soe-
Naro Constituency, Thimphu Dzongkhag (Medical
Leave)

Annexures 1

22.

SPEECH OF THE SPEAKER ON THE OPENING
CEREMONY OF THE 7TH SESSION

Even as we inaugurate the historic 7" Session of the

First Parliament of Bhutan on this auspicious day, I on

behalf of the Parliament would like to welcome and

thank His Majesty the embodiment of our collective
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23.

merit for gracing the inaugural ceremony as per the

provision of the Constitution.

I would also like to welcome and thank all the
distinguished guests, students and all those who are
witnessing and listening to the session through

television and radio to this inaugural ceremony.

I am confident that the present historic 7" session would
also conclude fruitfully and successfully like the past

sessions.

Lastly, I would like to beseech His Majesty to kindly

address the Parliament and the people.

Annexure I1

SPEECH OF THE SPEAKER DURING THE
CLOSING CEREMONY OF THE 7TH SESSION

Kuzuk Zangpo!

The historic 7™ session of the First Parliament of Bhutan

concludes on this very auspicious day.
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I, on behalf of the Hon Members of Parliament and on
my own behalf, would like to express heartfelt gratitude
to our benevolent His Majesty for gracing the

concluding ceremony.

Similarly, we would like to welcome Members of the
Royal Family, Senior Government Officials from three
branches of Government, Officials of the Armed Forces,
Ambassadors of India, Bangladesh and Kuwait,
Diplomats, Media Personnel and Distinguished Guests.
We would also like to express our greetings to all the
Bhutanese people in different parts of the country who
ar