Drukair									    7th Sept, 2011.

Terms of reference (for the external consultant), to study and make recommendations, for making the Catering Dept.at Paro an independent business unit .

The objective of this exercise is –
-to make the Catering Dept. an independent and profitable business unit, which in the long term is able to sustain itself financially, even without business from Drukair i.e. to identify businesses which can be added, so as to increase the non-Drukair business substantially.
-in the very long term, for Drukair to sell off the Catering Unit, as an independent and profitable business unit, because catering is not a core competency of Drukair. Drukair would prefer to outsource this activity.

Current products and services of the Catering Dept. (all supplied to Drukair)
1. Cleaning of aircraft cabin at Paro.
2. Supply of meals for passengers and crew on board, for flights departing from Paro. These meals are of two types
	-snacks for short duration flights
		-full meals for long duration flights
3. Supply of above type of meals to passengers on board flights departing from other stations.
4. Supply of drinks for all flights, both out of Paro and return flights. These include alcoholic and non-alcoholic beverages.
5. Supply of newspapers, magazines, Tashi Delek and emigration and immigration forms on board aircraft, both at Paro and on board aircraft at other stations.
6. Laundry service for all linen used on board aircraft.
7. J Class lounge service at Paro airport.
8. Duty free sales (which includes self chosen duty free items and those supplied by King Power)  
  	-At Paro departure
	-At Paro arrival
	-On board aircraft.
9. Flight delay services at Paro airport – supply of tea and snacks.
10. Meeting services for meetings on the ground, at offices in Paro- supply of tea, snacks and meals. 
11. Supply of magazines to HQ and to Thimpu offices.

Current activities of the Catering Dept.
1. Purchasing and stocking of all the items it supplies, including food items required in preparing meals. Stocking includes a bonded store for imported items which are subject to customs duty but which are exported.
2. Purchasing and stocking of utensils etc. in which food is served and consumables and linen.
3. Maintaining a kitchen in Paro and cooking of meals there. 
4. Delivery of items from the ground to the aircraft in Paro.
5. Arranging laundry service for linen used on aircraft.
6. For the year 2010, the consumption of Inflight Catering Items and Services was approx Nu 50 million, the purchase of magazines, newspapers etc was approx Nu 0.5 million, the payroll cost of the catering dept. was approx Nu 7 million. In addition, there were other costs such as rent, electricity and travelling. 

Currently the work done by Drukair, to help run the Catering Dept. is as follows-
1. The Catering Dept. does not have a separate bank account. The payment for all purchases and expenses made by the Catering Dept. is made from Drukair bank account.
2. The financial accounting and the stock accounting of purchases and expenses incurred by the Catering Dept., is done on Drukair financial accounting system.
3. The employees of the Catering Dept. are on the payroll system of Drukair.
4. There is no system of charging by the Catering Dept. to Drukair, for the materials and services provided by the Catering Dept. to Drukair.
5. All, the fixed assets and current assets and current liabilities of the Catering Dept are included in the accounts of Drukair.
6. The Catering Dept. is housed in a building at Paro airport, which has been built by Drukair on Airport Land, which has been taken on a long lease by Drukair.
7. Currently, the Catering Dept. has no other business, other than supplying materials and services to Drukair.  

Notes
1. If the Catering Dept. is immediately restructured as a separate company, this would mean that the new Catering Company, would be liable to Bhutan Sales Tax on its sale of catering items and services to Drukair, which is neither beneficial to Drukair nor the new Catering Company.
2. There are some permanent staff (approx 11 nos) who are working in the Catering Dept., who are on the payrolls of Drukair. Additionally there are some contract staff (approx 18 nos) working in the Catering Dept., who are on the payroll of Drukair. 

What the report of the consultant should include
1. A comprehensive plan of all the actions that are required to be taken, to make the Catering Dept. an independent business unit, (not dependant on Drukair in any respect, except for the materials and services required to be supplied to Drukair). This section should also justify each action that is required to be taken.  The section should also set out the date by which the Catering Dept. will become a fully independent unit.
2. A discussion on the new businesses that are expected to be added in the next five years and explaining the synergies to the existing business. What additional revenues are expected to be generated from the new businesses and the resultant profit from the additional businesses.
3. If the existing business is to be reorganized in any way, the details of the reorganization and showing the resultant effect on revenues/earnings and profitability. This section should also set out how, even with the reorganized business, Drukair can expect to receive the catering service which it currently receives of at least the same quality and same level of service.
4. A yearly business plan for the Catering Unit, for the next five years, showing in details the annual revenues and costs and the resulting profit/(loss), separately for existing business and for new businesses. (For this purpose Drukair will provide its catering services requirement for the next five years, based on its forecasts of its flight plans and passenger plans, out of Paro and also out of other stations).
5. The plan should show what long term capital and working capital is required for each of those five years and also show how this will be financed.
6. The plan should discuss the ownership plan and the plan for the management of the unit for the next five years.
7. The consultant firm must be in position to submit the report within one month from the date of work order.
