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Background 

 Bhutan’s  experience in PPP limited, however  the Royal Government recognizing the 
importance of economic growth and social development through infrastructure 
development had embarked  on promoting PPPs in its tenth five year plan ( 2008-2013) 

 To promote private investments in strategic infrastructure, the Govt issued PPP 
Framework in 2010 which provided a regulatory framework for private participation in 
infrastructure that allows for PPPs in several sectors including transport, multi-
dwelling residential and non-residential buildings, municipal buildings, SEZs, and 
industrial parks. 

 This was superseded by the PPP Policy issued in march 2016. 



PPPs in Bhutan 

 IT Park 

 Thimphu Thromde Parking Project 

 Hyrdropower Project- Dagachu Hydropower Project 

 Solid waste management- Greener Way Bhutan 

 



Thimphu IT Park 

 Funded by the World Bank under the country’s Private Sector Development Project  (20007-
2013) – assistant stretgy to reflect the goals outlined in the government's Ninth Five-Year 
Development Plan which serves as Bhutan's Poverty Reduction Strategy Paper 

 Bhutan’s first IT Park developed by Thimphu Tech Park Limitd  a joint venture between 
Assetz Property Group of Singapore and Druk Holding Investments (DHI), Bhutan (70:30). 
The shares of Assetz were taken over by DHI 

 Built at cost of Nu. 260 m on DBFOOT model on 5 acres of land at Thimphu, provided on 
lease for an initial period of 30 years, the lease shall be renewed up to 60 years. 

 The operations started on 7th May 2012 

 The Objectives of the project are: 

 To be a vibrant Technology Park providing opportunities for innovation and development, and 
promoting the growth of IT industry in Bhutan. 

 To create employment opportunities and contribute towards the economic growth of Bhutan.  

 To maximize the efficient utilization of assets and increase return on investment for all 
stakeholders. 





Thimphu IT Park 

 Currently, a data centre, a business incubation centre and five international IT/ITES 
companies (from USA, Canada, Australia, Switzerland and Bangladesh) employing about 
750 Bhutanese youths are located at the IT Park. Some of the companies include; 

 Scan café- us based company 

 A local call center, iSOFT 

 Southtech, a Bangladeshi FDI company 

 Selise, a Swiss FDI company. 

 Government’ contributions 

 Land on lease 

 Tax Holiday of 15 years for TTPL 

 Customs duty and sales tax exemption 

 Ancillary facilities- road access, water supply, power supply and fiber optic connections. 



Multilevel  Car Parking Facility 

 Thimphu has been experiencing traffic congestion due to wide ownership of vehicles and 
limited space in the core areas of the city. 

 The Royal Government initated “Bhutan Transport 2040 Integrated Strategic Vision’ 
improving parking services in order to alleviate traffic congestion and facilitate mass urban 
transportation. 

 The RGoB, through Thimphu Thromde (Thimphu City Municipality), envisioned the creation 
of off -street parking facilities in the city center and partnered with IFC to develop multi-
level off street parking facilities.  

 KCR Private Limited, an SPV set up by the winning consortium of CE Construction Private 
Limited (Nepal), KNG Private Limited (Bhutan), and Rinson Construction Private Limited 
(Bhutan) was selected to execute the project. 

 Project will create an additional inventory of at least 550 parking spaces in Thimphu City via 
the city’s first multi-level cars parks (MCLP). 

 

 

 

 

 

 

 



Multilevel  Car Parking Facility 

 IFC was appointed as Advisor to execute the Thimphu Parking project by the Thimphu 
Thromde, RGoB. 

 IFC analyzed social, environmental, legal ,and commercial issues related to the parking 
project and assisted Thimphu Thromde in resolving such issues in preparation of the 
PPP tendering.IFC managed the bidding process, including preparation of bidding 
documents and evaluation of bids.  

 a 22-year design, build, finance, operate, and transfer (DBFOT) concession was 
provided. 

 The multi-level car parks also permits 20% of the total area to be developed as 
commercial areas , as per the stipulations of the Concession Agreement. 

 The Concessionaire will be responsible for refurbishing, operating and maintaining 
about 1000 existing off-street and on–street public parking inventory in the city center. 

 

 

 

 

 



Capital Cost and financial viability 

Key parameters Nu Mn $ mn 

Site preparation 10.50 0.18 

Civil Construction 269.22 4.56 

Installation Costs 22.36 0.38 

Pre-operative 49.72 0.84 

Interest During Construction 27.73 0.47 

Off street Parking (Surface Lots) 78.35 1.33 

Total Capital Cost 481.90 8.17 

Source: IFC, World Bank 

Concession Term 10 years 15 years 20 years 30 Years 

Equity IRR 15.16% 21.18% 23.03% 24.13% 

Total Parking Rent to Thromde NPV 82 103 118 138 



Consumer Survey 

 97% of car users surveyed expressed willingness to park in core city areas 

 88% of car users were willing to pay current parking fees ( Nu. 15 for 30 mins) 

 36% of car users to pay 25% more than the current price ( due to inadequate spaces,  
and safety issues) 

 



Multilevel  Car Parking Facility 

 The cost of the project is estimated to be approximately $8 million, which will be borne 
entirely by the private Concessionaire. 

 KRC Private Ltd. will be given exclusivity to provide parking services and collect parking 
fees in the exclusive area 

 In lieu of the development and O&M rights, the private Concessionaire has agreed to pay a 
minimum annual Concession fee of about $230,000 to the Thromde. 

 The project invited interest of construction companies and parking operators from various 
countries in the region. 

 The winning bidder was selected on basis of the higher “per parking space annual 
concession fee” offered to the Thromde. 

 The project has led the way in establishing technical, commercial, and regulatory processes 
in development of similar projects and has replication potential in other parts of the 
country. 

 

 

 

 

 

 

 



MLCP Transaction structure 
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PPP in Hydropower projects 

  Almost 100% of power generated in the country is hydropower—the most productive 
natural resource in Bhutan. 

 The rivers from the Himalayan mountains are a reliable source of clean and renewable 
hydropower. Bhutan  has a total installed capacity of about 1,600 megawatts (MW).  

 Of total power generated, 80% is exported to India after meeting domestic 
consumption. 

 Power exports account for the largest source of the Bhutanese Government revenue -
accounts for more than 40% of national revenue and 25% of gross domestic product. 

 

 

 

 

 



PPPs in Hydropower development 

 The revenue from power exports forms a major source of revenue for the Government to 
finance its socioeconomic development plans such as health, education, and agriculture. 

 The hydropower development thus forms the backbone of Bhutan's economy and social 
lives. 

 Hydropower development- huge potential of 30,000 MW against installed capacity of 1600 
MW but faces the following challenges: 

 Lack of domestic resources given the large upfront investment and large fund requirements. 

 Heavily dependent on international aid, especially from GOI .( usual norm -70% grant and 30% 
loan, reversed to 70% loan and 30% grant) 

 Interest rates have gone up and Concessionary  financing has declined- raising the issue of debt 
sustainability and fiscal constraints. 

 Thus, the Government has prioritized the foreign public sector and private participation to 
accelerate hydropower development in Bhutan. 

 

 

 



Dagachu Hydropower Project 

 The Dagachhu hydropower development is a 126 MW run-of-rivertype hydropower project. 

 The Dagachhu project is the first Public-Private Partnership venture in the hydropower 
sector 

 Druk Green is a majority equity partner with a 59% stake. Tata Power Company holds a 26% 
shareholding as a strategic partner while the NPPF of Bhutan has the balance 15% stake in 
the project 

 The project is funded in a 60:40 debt equity ratio with the Asian Development Bank 
providing a loan of USD 51 million for the civil works; RZB, Austria providing a loan of Euro 
41.23 million for the electro-mechanical works; and NPPF providing a loan of Nu. 600 
million 

 ADB also provided a loan of USD 39 million through the RGOB to meet the financing gap of 
the project. The cost of the project on completion was Nu. 12,227 million. 



Dagachu Hydropower Project 

 The Dagachhu project is the first major hydropower project being promoted under the 
Clean Development Mechanism in Bhutan and first cross border CDM project in the 
world. 

 Except for the royalty energy allocated to the RGOB, the balance generated energy 
from the project is to be evacuated to India through a long-term power purchase 
agreement that has been entered into with the Tata Power Trading Company. 

 The project was successfully commissioned in March 2015. 



Benefits from PPPs 

Upfront investment 
from private investors 

Fiscal benefit- 
significant increase in 

revenue 

Improved efficiencies- 
better cost 

optimization, risk 
management and 

efficient O&M 

Mitigated Risk- Cost 
and time  overrun 



Recent developments 
 The Royal Government in order to facilitate the implementation of PPP projects has 

established a PPP unit under the Ministry of Finance. The P3A will be set up as an 
autonomous agency in the future and will rely on The P3A will initially rely on budget 
appropriation from the Government, as well as support from donors and multilateral, 
where possible.  

 PPP Policy issued by Government in March 2016 

 PPP Rules and Regulations has been developed and is currently being reviewed by 
various Government agencies. The Rules will soon be submitted for cabinet for 
approval.  

 Project Steering Committee has been formed by the cabinet with Secretaries of MoF, 
GNH (Planning) Commission, National Land Commission as members. 

. 
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PPP Policy- Objectives 

 Facilitate and promote a structured, institutionalized and predictable approach to 
PPPs – establishing uniform procedures across various sectors. 

 Ensure transparency in the structuring, procurement and implementation of PPP 
projects - ensuring fair and equal access in the award of PPP projects. 

 Promote priority projects that are affordable to the Government and end-users and 
represent Value for Money. 

 Encourage innovation in the provision of infrastructure and related service delivery. 

 Clearly articulate accountability for outcomes. 

 Support the development of viable and feasible projects as PPP that offer reasonable 
returns while protecting the Govt. from fiscal risks. 

 

 



PPP Rules & Regulations 

• The PPP rules and regulations compliments the PPP Policy by providing more 
specific guidance to different sectors/ministries to design and implement PPP 
transactions. 

• The World Bank appointed Ernst & Young (EY) to develop PPP rules and regulations 
(the project) for Bhutan. 

• EY held two rounds o  consultative meeting with Ministry of Finance and other 
stakeholders in 2016 in Thimphu.  

• The final draft of the Rules is currently being reviewed by the OAG, after which it will 
be submitted to the Cabinet for approval. 
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Challenges 

 Capacity Building of P3A, implementing institutions and other stakeholders 

 Lack of access to finance for private investors. 

 Small Market 

 Attracting Private investors 

 

 



Way Forward 

 The RGoB may seek line of credit from multilateral institutions, which may be 
extended to banks within Bhutan for onward lending to onwards to projects. RGoB 
may also initiate the partnership with ADB or World Bank to enable them offer Credit 
enhancement products (CEPs) are risk-sharing and mitigation instruments. 

 Appropriate amendments will be made to the Procurement Rules and Regulations, 
2009 to make them conform to the PPP project procurement processes.   

 Address capacity and institutional issues for the development of a strong PPP market 
through capacity building of P3A and other stakeholders.  

 To further support capacity within the government and provide a catalyst to 
undertaking government institutions, the government will establish a project 
development fund to finance the appointment of a Transaction Advisor, when deemed 
appropriate. 

 Identify few PPP project as pilot project with TA from WB. 

 

https://pppknowledgelab.org/glossary
https://pppknowledgelab.org/glossary


 

  Tashi Delek! 


