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EXECUTIVE SUMMARY 
 
It is a great privilege for the Pension Fund to bring out the 8th Annual Report as a part of 
the Centenary celebration. We extend our heartfelt gratitude to the Wangchuck dynasty 
for a century of unprecedented peace and prosperity. May the people of Bhutan continue 
to enjoy peace and prosperity under the visionary, benevolent and dynamic reign of His 
Majesty the King.  
 
Also, the successful transition of the government to a constitutional democracy marked 
another landmark event in the history of Bhutan. To take part in the historic election, 
many people from civil service, corporations and other agencies resigned during the year. 
The number of resignations was one of the highest being recorded by the National 
Pension and Provident Fund on a year to year basis. That also meant that the payment of 
benefits in terms of Pension and Provident Fund was the highest so far. Further, the 
National Pension and Provident Fund was able to contribute to the historic occasion as 
one of its officers is now a National Assembly member representing Drakteng- Langthel 
Constituency in Trongsa.  
 
In all, National Pension and Provident Fund has been instrumental in providing much 
needed growth to the economy by providing credit and loan facilities to the up-coming 
industries. It also ensured that the members are provided with adequate income security 
so that they don’t fall into poverty in old age. Loan facilities were provided at affordable 
rate of interest with the aim to look after the welfare of the members.  
 
So that members continue to have confidence in the NPPF as the Trustee of the Fund, it 
has always ensured that returns are optimized and that investments are made prudently. 
Despite challenges in the investment front, the NPPF declared a return of 6.50 percent 
during the year of Centenary celebration.  
 
The ratio of number of people supporting the pension scheme to the number of people 
taking the benefits will continue to decline as the pension system matures. Therefore, 
sustaining the pension scheme is an important issue which is always in our mind. 
 
The year was also marked by Dasho Bap Kesang, Hon’ble Secretary of the Royal Civil 
Service Commission taking over the Chairmanship of the National Pension Board. Given 
his dynamism and experience in the areas of finance and banking, the NPPF is confident 
that Dasho would bring in fresh ideas and guide the Board and the management in taking 
the NPPF to new heights. Also, Nim Dorji, Director, Department of Public Accounts was 
appointed as the Chairman of the Technical Advisory Committee. 
 
Our motto, during the historic year in the Kingdom has been to rededicate and pledge our 
unwavering services to the members. Towards being a good Corporate Responsible 
Organization, the pension fund has been constantly upgrading its services. In a few years 
time, we are looking at going online and studying the feasibility of opening up branches 
in other major towns to help achieve its ultimate mission of expanding coverage and 
taking its services to the doorsteps of the members. 
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CHAPTER I 
FINANCIAL PERFORMANCE DURING THE YEAR 

 
During the historic year, the NPPF performed well with sustained growth in revenue and 
assets as well as achieved its set target in all the areas of it operations. This has been 
possible as it continues to focus on strengthening its polices and systems that engender 
growth. Also expenses were kept under control well within the budgeted targets. As a 
result, the NPPF has been able to achieve rate of return of 6.45 percent much above the 
set target rate despite adverse challenges encountered by it during the year. 
 

1.1 Revenue 
 
During the year under review, NPPF generated gross revenue of Nu. 423.54 million 
compared to Nu. 392.03 million in the previous year, thereby achieving a growth of 8.04 
percent.  
 
Figure 1.1 Major Components of Revenue 
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1.1.1 Income from Investments 
 
The increase in income from investment was 14.31 percent during 2007-08 as compared 
to the previous year. The increase in the income from investments can be mainly 
attributed to the following factors: 
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1. Interest on Loan to RICB has increased from Nu.25.77 million in 2006-07 to        
Nu. 35.02 million in 2007-08 due to the additional loan disbursed to RICB at the 
interest rate of 7.00 percent p.a. 

 
2. Interest on loan to BDFCL has increased from Nu.10.07 million during 2006-07 to 

Nu.19.51 million in 2007-08 due to the additional loan disbursed to BDFCL at the 
interest rate of 7.00 percent p.a. 

 
3. Interest on Housing loan increased from Nu.56.76 million in 2006-07 to Nu.72.84 

million in 2007-08.  
 

4. Interest on Education loan increased from Nu.42.07 million in 2006-07 to Nu.47.50 
million in 2007-08. 

 
5. Interest on loan to Tashi Infocom at the rate of 10 percent p.a. amounted to Nu.7.05 

million during 2007-08. 
 

6. Earnings from RMA bills was Nu. 13.30 million during 2007-08 as compared to 
Nu. 0.89 million in 2006-07. 

 

1.1.2 Rental Income 
 
The increase in the rental income was only 3.00 percent as compared to the previous 
year. This was mainly due to the rental income which had started with the completion of 
project B for part of the year. It is NPPF’s policy to increase rentals only once in two 
years as per the provisions of the Tenancy Act of Bhutan. 
 

1.1.3 Dividend Income 
 
The dividend income has dropped by 39.00 percent from Nu. 41.57 million during 2006-
07 to Nu. 25.40 million during 2007-08. This was mainly due to BNB changing their 
dividend policy. Instead of declaring high dividend rates, they have now decided to pay 
dividend with a mixture of cash and bonus shares. As such, during the year, BNB 
declared a dividend rate of 40% against an extraordinary dividend rate of 100% in the 
previous year. However since NPPF received 3 bonus shares for every 2 shares held by it 
during 2007-08, it received 458,097 bonus shares worth Nu. 275.00 million at present  
 
Since the value of the Bonus shares received is not recognized in the Books of 
accounts and the dividend issued by BNB was lower than the last year by 60 
percent, the overall revenue growth appears to be much lower during the current 
year as compared to the previous year for the purpose of distribution of surplus to 
members. However, in terms of capitalization gain it has been significant. 
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This year should be considered as a landmark for the NPPF considering the remarkable 
capitalization gain it has realized from the bonus shares. 
 
Table 1.1 Financial Highlights 
 

Figures in million Nu.
PARTICULARS 2007-08 2006-07 2005-06 2004-05 2003-04

REVENUE
Income from Investment 376.31 329.20        295.85      199.71      140.24      
Rental Income 20.65 20.05          16.71        13.01        11.65        
Dividend 25.40 41.57          28.46        22.60        16.54        
Other Revenue 1.18 1.21            1.37          1.38          1.31          
TOTAL OPERATING REVENUE 423.54       392.03        342.39      236.69      169.74      

% increase in Total Revenue 8.04% 14.50% 44.66% 39.44% 9.57%

% of return to fund size 6.50% 7.04% 6.89% 5.52% 4.66%

EXPENSES

Total Management Expenses 34.62 30.09          25.08        25.14        20.78        
Depreciation 9.04 8.91            7.36          5.47          4.71          
Provision for std assets 12.97 10.28          5.84          6.03          5.25          
Provision for NPL 6.01 (0.45)          3.30          2.43          
TOTAL EXPENSES 62.64         48.82          41.57        39.07        30.74        

% of Management expenses to Fund size 0.53% 0.54% 0.50% 0.59% 0.57%

Surplus before extraordinary item 360.90       343.21        300.82      197.62      139.00      
Extra ordinary Income 71.57        
Transfer from / (to) Reserve (3.56)          (4.53)         (25.35)       22.81        
Distributable surplus 360.90       339.65        296.29      243.84      161.81      

Return to members 6.80% 6.75% 6.50% 5.00%

FUND SIZE 6,512.07  5,564.79   4,971.72   4,285.82   3,640.29   

Summary of Consolidated Financial Information for 5 years

 

1.2 Expenses 
 
The percentage of management expenses to the fund remained at the same level as the 
previous year at 0.53 percent despite the increase in fuel cost and high inflation rate in the 
country. The overall percentage of salary to revenue came to 4.44 percent against the 
benchmark of 5.00 percent. 
 
Even though the management expenses have been kept under control, the provisions on 
the standard asset and NPL have increased mainly due to increase in the size of the 
portfolio. Even though the total fund size has shown a growth of 16.45 percent, the loans 
and deposits have increased by 18.52 percent. This has led the NPPF to make more 
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provisioning on the standard assets. Nevertheless, the provisioning on the NPL has 
decreased to 1.16 percent of the loan portfolio as against the previous year’s NPL of 1.38 
percent. The NPPF continues to focus its strategy on quality asset management with an 
equally aggressive recovery program to maintain the NPL at reasonable levels. 
 

1.3 Balance Sheet 
 
Table 1.2 below shows the percentage increase of the fund during 2007-08 as compared 
to 2006-07. 
 
Table 1.2 Comparison of Fund size: 2007-08 and 2006-07 
 

PARTICULARS 2007-08 2006-07 % +/-

LIABILITIES

Members & Employers Contribution to PF - Civil 1,123.42      961.56         16.83%
Members & Employers Contribution to PF - Armed Forces 523.33         476.42         9.85%
Interest credited to Members PF account - Civil 529.01         459.56         15.11%
Interest credited to Members PF account - Armed Forces 230.51         201.26         14.53%
Pension Fund - Civil 2,755.65      2,307.23      19.44%
Pension Fund - Armed Force 1,190.46      1,050.52      13.32%
Lapsed Fund - Civil -               0.35             -100.00%
Lapsed Fund - Armed Force -               0.38             -100.00%
General Reserve 88.22           86.88           1.54%
Other Liabilities 20.87           14.19           47.08%
General provision on Standard Assets 40.36           27.40           47.30%
Gratuity Liability 5.41             4.79             12.99%
Interest In Suspenses 4.83             1.65             192.11%
TOTAL 6,512.07      5,592.19      16.45%

ASSETS

Fixed Assets:
   Gross Block 328.33         237.69         38.13%
Less: Accumulated Depreciation 60.82           52.21           16.49%
Net Block 267.51         185.48         44.23%
Capital Work in progress 2.93             68.64           -95.73%
Deffered Revenue Expenditure 0.81             1.06             -23.43%
Investment in Equity shares / Bonds 784.72         784.72         0.00%
Other Investments 5,207.21      4,393.47      18.52%
Advance & Other Deposits 178.84         137.79         29.79%
Cash & Bank Balances 65.00           17.47           272.07%
Gratuity Asset 5.05             3.55             42.09%
TOTAL 6,512.07    5,592.19     16.45%

Figures in million Nu.
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During the year, the fund size has increased by 16.45 percent crossing the Nu. 6.50 
billion level. The loans and deposits have also shown an increase of 18.52 percent during 
the year. 

1.4 Budget Vs Actual expenses 
 
This year, with concerted efforts 
put in by the NPPF, the actual 
revenue and expenses were kept 
well within its expectation as 
well as achieved its target in all 
the areas of its operations. 
During 2007-08 the budgeted 
management expenses was 
Nu.38.00 million against which 
the actual expense was only 
Nu.34.62 million resulting in a 
savings of 8.89 percent. In terms 
of revenue also, the actual 
revenue was Nu.423.54 million, 
which matched the budgeted 
revenue of Nu. 416.81 million. As projected, distributable surplus worked out to 
Nu.360.90 million during 2007-08, which is very close to the budgeted amount of  Nu. 
354.68 million. 
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Figure 2.1 Pension fund growth
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CHAPTER II 
CIVIL PENSION PLAN 

 
As the only pension fund service provider in the country, the plan covers retirement 
benefits, survivors’ benefits and permanent disability benefit for its members. In terms of 
membership it covers the civil service, Government corporations and joint sector 
companies. It is designed on a pay-as-you-go partially funded system. During the year, 
the   members totaled 26,050 compared to 15,157 in 2002. 
  
The plan is financed with a total of 10 percent contribution and the returns earned from 
the investment of the accumulated contributions. Since the pension benefit is indexed to 
the Average Civil Service Salary Index, the benefit level increases with every increase in 
civil service salary. 

2.1 Fund Status and Contributions 
 
The pension fund has grown 
substantially during the year as 
compared to the last few years. It 
increased to Nu. 2,755.65 million 
as at the end of  June 2008 
compared to Nu. 1,165 million in 
2002.  The increase was mainly 
due to increasing contributions as 
shown by Figure 2.1. The 
increase in contribution was due 
to increasing memberships and 
salary level of the members. The 
increase of the fund is expected to 
continue for another 15 to 20 
years as the plan, established in 
2002, is new and therefore has 
currently few retirees compared to its contributing members.  
 
Most notably, Druk Holding and Investments, Druk Green Power Corporation and 
Dagachhu Hydropower Corporation joined the pension plan during the year.  
 

2.2 Pension payment during the year 
 
In 2007-08, the plan has made a total pension payment of Nu. 19.12 million to 597 
beneficiaries which comprised 210 pensioners, 17 surviving spouse, 1 dependent parent, 
352 children, 12 orphans and 5 permanently disabled members. The payment increased 
by 84.60 percent compared to the previous year of Nu. 10.37 million. As indicated 
earlier, this can be mainly attributed to the members who had resigned to join politics. 
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Figure 2.2 Pension Payment for the year 2007-2008 Table 2.1 Pension payments for the last 6 years 

 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
Currently, pension payments are outsourced to Bank of Bhutan and Bhutan Post. Under 
the pension delivery arrangement, 25 Bank of Bhutan Branch Offices and 43 Post Offices 
are engaged in the payment of pension benefits to the beneficiaries. This arrangement has 
facilitated the NPPF in taking the service delivery closer to the pensioners. 
 

2.3 Future plans 
 
As a part of the Centenary celebration, the NPPF is taking all the best possible initiatives 
to enhance its operational efficiency. The most important challenge faced by the fund is 
to improve efficiency of its operations through continuous and efficient service delivery. 
Towards achieving this goal, the NPPF is looking at the feasibility of opening up 
branches in other major towns in the near future. 
 
As in the past, the NPPF will continue to conduct seminars/awareness campaign to 
strengthen member’s awareness on the pension plan and claim procedures including 
pension delivery system. It will also specifically identify those members nearing 
retirement age on yearly basis and personally visit and educate them on the workings of 
the NPPF. This initiative is expected to help the NPPF in providing fast and efficient 
service.  
 
While the NPPF’s priority is to work in meeting the member’s expectation, it must also 
ensure sustainability of the pension plan in the long run. Towards meeting the objective, 
the NPPF is continuously carrying out actuarial valuation and working with the 
government to ensure sustainability. 
 
 
 
 

Year No. of  
Pensioners 

Pension Payment
 (Million Nu.) 

2002-2003 38 1.20
2003-2004 125 2.56
2004-2005 228 4.63
2005-2006 360 8.01
2006-2007 490 10.37
2007-2008 597 19.12

Total 45.89
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Figure 3.1 Pension Fund growth
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CHAPTER III 
ARMED FORCES PENSION SCHEME 

 
Besides the Civil retirement plan, the NPPF also manages the Armed Forces Pension 
Scheme. The Armed Forces Scheme covers the Royal Bhutan Army, Royal Body Guard 
and the Royal Bhutan Police. In view of the peculiar service conditions of the Armed 
Forces, the scheme design is different from the Civil. For instance, the service condition 
of the Armed Forces requires their personnel to retire at the average age of 45 years 
whereas it is 56 years for the Civil. It is also financed on a pay-as-you-go partially funded 
scheme at 15 percent contribution rate.  In terms of benefits, the Armed Forces Pension 
Scheme covers old age retirement benefits, survivors’ benefits and permanent disability 
benefit as shown by Table 3.1. 
 
   Table 3.1 Types of pension benefits 
 

Type of pension benefits    Eligibility criteria 
A. Member Pension 
1. Retirement Pension 
           (a)  Normal Pension   - Contributed 10 years 

 - Superannuated as per rank 
            (b) Early Pension   - Contributed 10 years 

 - 5 years prior to superannuation age 
2. Permanent Disability    - Member disabled on or after 3 years of service 
B. Surviving Family Pension 
1. Spouse     - Member death on or after 3 years of service 
2. Children     - Minor children below 18 years of age 
3. Orphan     - Minor children below 18 years of age 
4. Dependent Parent    - Deceased member was not married at all 

 - One of the nominated parents (biological or adopted) 
attained age 56 years 

 
As can be seen from the table above, members must at least make 10 years contribution 
to be eligible for pension benefits. However, members retiring before making 120 months 
contribution receive a lump-sum benefit instead of monthly pension. 
 

3.1 Fund Status and Contributions 
 
The Armed Forces pension fund has 
been increasing, but at a much slower 
rate compared to the past years. The 
fund has reached Nu. 1,190.46 million 
as on 30th  June 2008 from Nu. 643 
million in 2002. The growth of the 
fund slackened during the last two 
years mainly due to the government’s 
policy to reduce the Armed Forces 
strength. As a consequence, the growth 
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in the asset of the Armed Forces also slowed down during the year as shown by Figure 
3.1. 
 

3.2 Pensioners and Benefit payments  
 

In 2007-08, the scheme financed 497 retirees under the Armed Forces Scheme, which is 
much higher compared to the civil. In the past two years, many members retired under 
the government’s policy to reduce the overall Armed Forces strength. Towards looking 
after their welfare, the government designed a special one-time program for this category 
of retirees.  Those members who retired voluntarily after 10 years of service were 
allowed to withdraw benefits in lump-sum on Kidu ground until December 2007. Our 
record show that out of 497 retirees, 277 served more than 10 years while 220 were less 
than 10 years. Under the kidu scheme, out of 277 retirees, 150 opted for monthly pension 
benefits while 127 opted for lump-sum benefits instead of monthly pension.  
 
The number of Armed Forces pensioners has been increasing at a faster rate than the civil 
given their average retirement age of 45 years. As of 30th June 2008, there were 1,155 
pensioners out of which 518 were normal pensioners, while 200 received early pension, 
143 were spouse, 280 were children, 12 Orphans and 2 dependent parents. Despite the 
growing trend, the ratio of pensioners to active participants at 10.50 percent during 2007-
08 is still low.  
 
During the year, the scheme paid total pension amount of Nu. 25.03 million as shown by 
Figure 3.1  

Figure 3.2 Pension payments for 2007-08 
 

 
 
 
 
 
 
 
 
 
 
 
 
. 
 
 
Out of the two pension paying outlets comprising Bank of Bhutan and Bhutan Post, more 
than 60 percent of the armed forces pensioners have been availing pension from Post 
Offices. The Post Office has proved to be most effective channel for delivering pension 
to those people residing in remote areas where Bank of Bhutan does not have branches. 
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The Armed Forces Scheme is not without any challenges. Most notably, since most of the 
pensioners are residing in far-flung places, late submission of life and non-remarriage 
certificates pose a serious problem to the NPPF in delivering prompt services.          
 

3.3 Future plans 
 
As a part of Centenary celebration, one of the core functional priorities of the NPPF is to 
serve members by providing efficient and prompt services. The programs that are 
envisaged to be undertaken to improve good governance in the near future are as 
follows:-  
 
1. Continually assess members’ need by carrying out familiarization workshops. 
2. Make direct call center links to pensioners for timely updation of information. 
3. Strengthen its efforts to seek out hard-to-reach segments of the pensioners by 

establishing a direct linkage with the Gewog and community centers. 
4. Review Pension Delivery Rules with the aim to improve operational flexibility. 
5. Ensure sustainability of the scheme in the long run since the plan is partially funded. 
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Figure 4.3 Benefit Payment from the PF
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CHAPTER IV 
PROVIDENT FUND PLAN OPERATIONS 

 
Tier II plan covers the Provident Fund scheme. Under the scheme, benefits are paid in 
lump-sum to the retirees on superannuation and the nominee (s) in case of their death. 
Under the plan, each member is allotted a specific account in which contributions and 
interest earned are credited annually. Accumulated contributions and interest are paid in 
lump sum on members’ retirement. Currently, the Provident Fund Scheme receives a 
monthly contribution rate of 6 %.  
 
As of June 30, 2008, the plan covered 38,210 members comprising civil service, 
Government corporations and the Armed Forces. Total of 2,086 new members joined the 
plan during 2007-2008.  
 

4.1 Fund status and Contributions 
 
During the year, the total Provident Fund of the Civil and the Armed Forces amounted to 
Nu. 2,406.27 million as compared to Nu. 1,240.92 million in 2002. For the Civil, the 
growth of the fund was mainly due to growth in contributions from increasing 
memberships and salary levels of members. As shown by Figure 4.2, the fund for the 
Armed Forces slightly declined in 2006-07 due to decline in contributions. The decline in 
contribution was mainly as a result of the reduction in the Armed Forces strength.  
 
Figure 4.2 Provident Fund growth for the past 6 years 

 

 

 

 

 

 

 

4.2 Benefit payment 
 
The NPPF continues to pay Provident Fund 
benefit in lump-sum on retirement of 
members from service. In 2007-08, the total 
PF benefit payment for the Civil and Armed 
Forces amounted to Nu. 107.06 million for 
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Figure 4.4 Rate of return for the past 6 years
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1,103 retirees during the year. As shown in Figure 4.3, the benefit payment amounted to 
Nu. 39.48 million for the Armed Forces alone resulting from the reduction in the Armed 
Forces strength.  
 

4.3 Rate of return on the contribution 
 
Returns on the contribution are 
credited on the basis of actual 
market rate of return.  Since 
2002-2003, rate of returns 
ranged from 4.79 percent to 
6.80 percent averaging around 
6.06 percent. Despite limited 
investment avenues and in 
view of the concerted efforts 
made by the NPPF, it has been 
able to generate reasonable 
returns as shown by Figure 4.4.  
 

4.4 Future plans  
 
Since the Provident Fund Division is directly involved in the collection of contributions 
and PIS of members, concerted efforts are made to achieve 100 percent timely collection 
of contribution, updating of personal information system and disbursement of benefits. In 
order to achieve these desired goals, the following programs have been planned: - 
 

1. Continually assist the employers and members in updating their personal 
information system, complete claim procedures and avoid delay and errors in the 
remittance of contributions as well as payment of benefits. 

2. Ensure accountability on the timely remittance of contribution by educating the 
dealing officers in the agencies from time to time.
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CHAPTER V 
INVESTMENT AND CREDIT OPERATIONS 

5.1 Overall investment performance 
 
As the Trustee of the fund, the NPPF’s primary responsibility is to administer and manage 
the Pension and Provident fund. In order to ensure sustained growth of assets, the funds must 
be invested prudently and returns optimized. Towards meeting this objective, the RMA 
formally licensed the NPPF on March 9, 2007 to carry out limited financial services. 
Consequently, to ensure that members’ funds are invested safely and risks controlled at all 
levels, the NPPF came under the supervisory purview of the RMA with effect from July 1, 
2007.  
 
The investment mandate permits the Fund to sanction Housing Loan and the Education loans 
to the members. Additionally, it is also permitted to finance projects, public limited 
companies and participate in the inter-financial institutional borrowings. Although the 
mandate is limited, the NPPF in many ways has played a major role in contributing 
significantly to the economic development of the nation. Not only has it been involved in the 
financing of projects but also several financial institutions such as the BDFC and the RICB. 
These institutions have been depending on the NPPF for their source of fund. As of today, 
the NPPF is the third largest institutional investor in Bhutan. 
 
NPPF faces several challenges on its investment front. Since it is a long-term investor,   
instruments with long-term durations are not available to match its long-term liability.   
However, the economic outlook looks promising, especially in the power sector. With the 
Government’s power development policy to achieve 10,000 MW by 2020, institutional 
investors like Pension Fund will get the opportunity to invest in the power sector under 
BOOT system for periods ranging from 25 to 30 years. 
 
NPPF also faces competition in Education Loan sector as the Bank of Bhutan in May 2008 
has also introduced Education Loan products as a special Coronation Scheme. While the 
NPPF charges interest rate of 10 percent p.a. on its loan, the Bank of Bhutan’s policy is to 
charge an interest rate of 7.5 percent p.a. in the first year, 8.5 percent in the second year and 
finally 9.0 percent p.a.  So that NPPF does not lose business in the education loan sector, it is 
in the process of revisiting its strategies. 
 
As the government is in the process of opening up the economy of the country, several new 
banks and insurance companies are expected to come into the market in a year or two. This 
would mean that NPPF should be prepared to face the increasing competition. It is therefore 
in the process of re-strategizing its policies so that it can position itself to face the challenges. 
  
The NPPF, during the year has performed well regardless of its limited investment 
opportunities and challenges. As the Trustee of the fund, investments have been managed 
prudently and with concerted effort put in by the NPPF, it has been able to declare a return of 
6.5 percent.   
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Figure 5.2 Comparative Investment Portfolio 
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The overall investment portfolio as of June 30, 2008 stood at Nu. 6,003.22 million compared 
to Nu.5,183.47 million last year achieving a growth of 15.81 percent. The asset allocation of 
the fund as of June 30, 2008 is shown by Figure 5.1 and 5.2.  
 

 

 

 

 

 

 

 

5.2 Investment activities during the year 

5.2.1 Project Loans 
 

• Within the limited investment opportunities, the NPPF during the year has sanctioned 
and disbursed a term loan of Nu. 500 million at an interest rate of 7 percent p.a. to the 
Bhutan Development Finance Corporation Limited. The loan is fully secured by fixed 
deposits, land at Chubachu and Government Guarantee. 

 
• NPPF has also sanctioned and disbursed term loan of Nu. 230 million at the interest 

rate of 6.5 percent and Nu. 300 million at the interest rate of 7.0 percent  p.a. to the 
Royal Insurance Corporation of Bhutan in September, 2007 and March, 2008 
respectively. Both the loans remain secured by fixed assets, book debts and the equity 
investments of the company. The initial loan of Nu. 350 million at the interest rate of 
8.5 percent p.a. was liquidated in January, 2008.     

 
• Term loan of Nu. 120 million at the interest rate of 6.25 percent against Government 

Guarantee was sanctioned to BBS for the MSO phase II project. The loan however, 
remained undisbursed during the year. 

 
• NPPF is the Lead financer under consortium Loan to Tashi InfoComm, country’s 

second cellular mobile company. It has been sanctioned a loan of Nu. 555 million by 
the consortium. The NPPF’s share as the lead institution is 50 percent equivalent to 
Nu. 277.50 million. Bhutan National Bank and Bank of Bhutan have participated in 
the financing with a share of 25 percent each. Out of the sanctioned amount, a sum of 
Nu. 246 million was disbursed by the consortium as of June 30, 2008.     
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5.2.2 Fixed Deposit 
 
A significant portion of our fund had to be parked in fixed deposits with the commercial 
banks since the investment opportunities continued to be limited. However, with the increase 
in the RMA Discount Bills, the fixed deposit rates of the Bhutan National Bank have also 
slowly increased closely tracking the RMA rates. It appears that the RMA has been focusing 
to tighten liquidity and credit in the market under its monetary policy in the past year. As a 
result, the RMA Bills have increased from 3.5 percent in June 2006 to 5.0 percent in 
September 2007. Subsequently, Bhutan National Bank increased the rates on short-term 
deposit for forty six days and one year to 2.25 percent and 5.00 percent respectively. 
However, the rates on deposits with the Bank of Bhutan however remained the same at 2.00 
percent.      
 
During the year, the NPPF had liquid cash of Nu. 396 million maintained as short term fixed 
deposits with the banks as compared to Nu. 703 million last year. This indicates availability 
of investment opportunities, which has helped the NPPF to optimize returns on its 
investments.     
 

5.2.3 Equities 
 
The NPPF continues to hold equity in Bhutan National Bank, Penden Cement Authority, 
Kuensel Corporation and State Trading Corporation. This year, the Bhutan National Bank, 
Penden Cement Authority and Kuensel Corporation declared a dividend rate of 40 percent, 
90 percent and 7 percent respectively. The NPPF is the largest shareholder of the Bhutan 
National Bank. The State Trading Corporation however did not declare any dividend for the 
past 2 years. Nevertheless, based on our projection, it is expected that the STCB will start 
declaring dividend from next year. 
 
The dividend income has dropped by 39 percent during 2007-08 compared to last year. This 
was mainly due to BNB changing their dividend policy. Instead of declaring high dividend 
rates, they have now decided to pay dividend with a mixture of cash and bonus shares. As 
such, during the year, BNB declared a dividend rate of 40% against an extraordinary 
dividend rate of 100% in the previous year. However since NPPF received 3 bonus shares for 
every 2 shares held by it during 2007-08, it received 458,097 bonus shares worth Nu. 275 
million at present  
 
Although the dividend issued by BNB was lower than the last year by 60 percent, 
however in view of the bonus shares issued, the capitalization gain has been significant. 
This year should be considered as a landmark for the NPPF considering the remarkable 
capitalization gain it has realized from the bonus shares. 
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Figure 5.3 Growth in member loans in million Nu.
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Figure 5.4 Growth in borrowers
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5.3 Credit operations 
 
The NPPF provides two member loans: Member Housing Loan to construct residential 
houses and Education Loan for member education including their children’s education as 
well. It adopted a fairly aggressive credit strategy in order to generate the targeted revenue 
and to maintain its market share. However, as the NPPF can provide loans only to its 
members, it has now reached the saturation point since most of the potential members have 
already taken education and housing loans from the NPPF. Subsequently, the growth rate in 
these loans has been relatively slow as compared to other financial institutions. 
 

5.3.1 Member Housing Loan 
 
Generally, the NPPF under the direction of the RMA has been conservative in approving 
housing loan during the year. This is to control risks in the housing loan sector while at the 
same time ensuring reasonable growth as per set targets.   
 
As of June, 2008 the loan portfolio stood at Nu. 849.06 million with a total of 485 clients. 
The growth rate was 19 percent from the previous year. The number of clients increased by 
50 and the loan portfolio by Nu.161.25 million compared to the previous year. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5.3.2 Member Education Loan 
 
Education Loan is the most popular loan judging from its demand and clientele base. It is 
also the safest since the loan is secured by Provident Fund balances. As of June 2008 the loan 
portfolio stood at Nu.500.39 million with 7,213 clients. The growth rate was 8 percent from 
the previous year. Despite it facing competition from the Bank of Bhutan, the number of 
clients increased by 758 and the loan portfolio by Nu. 41.94 million compared to the 
previous year. 
 



 18

Figure 5.5 Non Performing Loans
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5.3.3 Non-performing Loans 
 
As of June, 2008, the total loan portfolio stood at Nu. 3,321.92 million while NPL was 1.16 
percent of the loan outstanding. 
Provisions for the NPL have been 
made as per RMA Prudential 
Regulation. With strict 
monitoring as well as strategies to 
focus on asset quality 
management with an equally 
aggressive recovery strategy, 
NPPF has been successful in 
maintaining the NPL rate at low 
levels. 
 
 
5.4 Membership in the Pacific Pension Institute 

In July 2007, the NPPF joined the membership of the Pacific Pension Institute. This institute 
is based in California, USA. The Institute is a nonprofit educational organization, assists 
pension funds, corporations, financial institutions and endowments worldwide with carrying 
out their fiduciary responsibilities, especially with respect to Asia and the Pacific region. 

PPI’s membership includes public and private pension funds and endowments in North 
America and Asia as well as investment banks, fund managers, multinational corporations, 
multilateral development banks and consulting firms, all with an active interest in and 
professional knowledge about the economies of Asia and the Pacific Rim. 

PPI provides programs which are designed to enhance and deepen participants’ 
understanding of political-economy, security, business and finance issues defining the 
marketplace and investment arena throughout Asia and the Pacific region. 

As the Institute mainly assists pension fund organizations on issues relating to investments, 
the NPPF will significantly benefit from the membership. 

5.5 Future plans 
 
Economic outlook looks promising in the power sector as no other major industrial projects 
are expected to come up in Bhutan in view of the limited sources of power supply. Towards 
investing in the power sector, it has already started entering into agreement for financing 114 
MW Dagachu Hydro Power project. The equity investment and term loan of Nu. 500 million 
and Nu. 600 million respectively is expected to be disbursed within 2011.  
 
The NPPF also has plan to involve in the financing of the upcoming Dungsum Cement 
Project. It has expressed its interest to invest Nu. 400 million in the form of equity and Nu. 
300 million as term loan. The cement project is scheduled to commence by January 2011. 
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Education Loan Scheme of the NPPF has been highly beneficial to the members. However, 
in view of the Education Loan introduced by the Bank of Bhutan, the NPPF is in the process 
of reviewing its strategy so that it maintains the current market share. 
 
As per the current system, clients are required to obtain financial institutions clearances prior 
to processing of loans. This process has caused undue inconvenience and delay in processing 
of loans on time. The RMA along with all the Financial Institutions has therefore initiated the 
Credit Information Bureau. Once the system is in place, the clients will no longer have to 
obtain loan clearances from the financial institutions thereby reducing the lengthy loan 
procedures. The CIB is expected to be operational in a year or two. 
 
In order to make the loans easily accessible to the members, the NPPF is currently looking at 
the possibility of opening up branches in other major towns to expand coverage and make the 
loans accessible to the members. NPPF is also hopeful of investing in the new financial 
institutions as several new Banks and insurance companies are expected to enter the 
Bhutanese market in a year or two. 
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CHAPTER VI 
REAL ESTATE MANAGEMENT 

 
As in the past, the NPPF continued to make significant investments in real estate properties. 
It is one of the leading property developers in the Kingdom. The NPPF’s main objective in 
real estate development program is to enhance returns on investment and provide affordable 
and quality residential quarters to members. 
 
6.1 Residential properties 
 
As of June 2008, there were 87 buildings with 731 utility spaces under the NPPF 
management. These comprised 643 residential units, 61 commercial spaces and 27 office 
spaces (Figure 6.1). 
 

 
 
With the completion of the project-B, which comprises the commercial complex below Indo-
Bhutan Friendship Hospital, Thimphu, the NPPF’s real estate assets have grown 
significantly. However, its key challenges remain in not being able to provide adequate 
residential housing to members. Nevertheless, for the year under review, the Fund had 
achieved most of its targets, which included the face-lifting works of old buildings, 
consulting works for several new projects for the benefit of members. 
 
6.2 Face-lifting works and consultancy services 
 
During the year, the NPPF completed the face-lifting works in its housing colony in 
Phuntsholing. These included repair/maintenance and roofing of 8 old buildings mandated by 
the local Municipal Authority. The NPPF also carried out white washing and roof painting of 

Figure 6.1 Real Estate properties at various locations 
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buildings in its housing colony at Thimphu during the year under review. The maintenance 
and roofing of two buildings at Samtse have been awarded and it will be completed in the 
following year. 
 
The consultancy works for construction of Corporate Head Office in Thimphu and residential 
buildings in its housing colony in Phuntsholing were completed during the year. The drawing 
and design for the corporate office at Thimphu and package for residential buildings at 
Phuntsholing are under scrutiny by the Municipal authorities. The construction works will 
commence as soon as the drawing and design are cleared by the concerned authorities in the 
coming financial year.  
 
6.3 Application for apartments 
 
Towards enhancing transparency in the management of the NPPF housing facilities, the 
management had reviewed its housing management rules and regulations to institute a proper 
system. Based on its past experience, it was observed that only about two to three flats were 
being vacated in a year. As there were not many flats vacated to meet the soaring demand of 
the applicants, the NPPF had decided not to accept applications from the members for 
residential quarters. The applications already received and registered with the Fund were 
treated as invalid. However, as and when flats are vacant, the NPPF will make the 
information available in the media and on its website to give equal opportunity to all those 
interested to apply to the NPPF as per the eligibility criteria in the announcement. 
 
It is also reviewing the Housing Rules and Regulations based on its past experience and 
feedback it received as well as make it consistent with the Tenancy Act. 
 
6.4 Completion of project-B 
 
The construction of shopping-cum-office building below the Indo-Bhutan Friendship 
Hospital in Thimphu which began during financial 2004-2005 with a completion period of 42 
months was completed and taken over during the year. The actual construction cost of 
Nu.85.00 million was well within the tendered cost of Nu. 87.70 million making significant 
savings. 
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6.5 Financial review 
 
As of June 2008, the gross real estate assets at book value was worth Nu. 305.73 million, 
representing 4.70 percent of the total Fund. The rental income from real estate operations as 
of June 2008 accounted to Nu. 20.65 million, a gross return of 6.75 percent on the asset block 
of Nu. 305.73 million.  
 
 
Table 6.1 Rental income during 2007-08 and 2006-07 
 
 (Nu. in million). Rate of Returns 

(WDV)  
 2007-08 2006-07 2007-08 2006-07 2007-08 2006-07 
Rental Income during the 
year 

   
20.652 

 
20.051 

 
6.75 % 

 
9.21 % 

Less: Expenses       
   a. Management Expenses 4.727 4.544     
   b. Maintenance 4.190 2.182 (8.917) (6.726)   
Gross Income   11.735 13.325 3.83 % 6.12 % 
Less: Depreciation   7.292 6.950   
Net Rental Income   4.443 6.375 1.45 % 2.93 % 

 
On the other hand, the net return on real estate operations decreased to 1.45 percent from 
2.93 percent in the previous year. This decrease in the net return can be attributed mainly to 
the capitalization of the shopping-cum-office building below Indo-Bhutan Friendship 
Hospital, Thimphu which was completed in May 2008 with little or no return as most of the 
units were rented out from June, July and as late as October 2008. Further, during the year 
under review, the management had taken up major renovation works like face-lifting of old 
buildings, white washing and roof painting of all the buildings in Thimphu in keeping with 
the norms of municipal authority in preparation for centenary and coronation celebration.  
Moreover, with the aim to improve its operations, the NPPF outsourced its security services 
with the G4S security provider in respect to the Head Office and the Shopping Complex 
below Indo-Bhutan Friendship Hospital in Thimphu. 
 
6.6 Future plans 
 
The routine maintenance of buildings will be taken up regularly based on requirements 
besides the following specific planned programs: 
 
(i)  Construction of the Corporate Head Office in Thimphu  
 
(ii)  Infilling of residential buildings in Phuntsholing housing colony 
 
(iii) Acquire land, construct and sale flats to the members as a pilot project.   
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CHAPTER VII 
INFORMATION TECHONOLOGY 

 
 
Information Technology is the backbone of the NPPF as it plays a significant role in helping 
the National Pension and Provident Fund function smoothly. Under the IT strategy of the 
NPPF, the division is continually assessing the areas where IT support is needed and 
addresses issues adopting the most current technologies wherever possible.  
 

7.1 Activities undertaken during the year 
 
The Division has been exclusively dedicating its service to help NPPF in enhancing 
efficiency in its operations. During the year, 30 KVA Power backup was set up for the 
NPPF’s 45 workstations to support continuous work flow in times of power failure. The 
LAN of the NPPF was enhanced from 256Kbps to 512 Kbps. The NPPF website is also 
continuously updated to disseminate timely information online. 
 
During the year, to strengthen the IT Division, it recruited 2 Program Officers. These officers 
will be given the responsibilities to work on important issues such as the Year end closing 
and Reconciliation of Civil Pension and Provident Fund and Accounts system. 

7.2 Future plans 
 
For the years ahead, the IT Division has plans and strategies to improve the current Loan 
Management System by implementing a new off-the shelf Loan Management System 
software customized as per the needs of the Credit Division. The new software will have 
more facilities to handle variety of cases and can cater to different kinds of loan products 
which the existing Loan System is unable to handle. The Division is also exploring ways and 
means to disseminate information to the members in a quick and faster way. Towards 
achieving this goal, the Division will adopt technologies like Mobile including SMS and E-
Mail to keep members updated on the information relating to their PIS and overall pension 
system. 
 
 
CONCLUSION 
 
We would like to take this opportunity to place on record our gratitude to the Royal 
Government and the Royal Monetary Authority for always assisting and guiding the NPPF in 
its overall development to ensure sustainability of the pension plan. To all the agencies and 
our members, we would like to express our sincere appreciation for their continuous support 
and patronage. 



  

 
 
 
 
 
 
 
TO 
THE BOARD OF DIRECTORS 
NATIONAL PENSION & PROVIDENT FUND 
THIMPHU: BHUTAN 
 
1. We have audited the attached Balance Sheet of NATIONAL PENSION AND 

PROVIDENT FUND (THE FUND) as at 30th June 2008 and the Revenue Account and 
Cash Flow Statement of The Fund for the year ended on that date annexed thereto, which 
we have signed under reference to this report. These financial statements are the 
responsibility of the Fund’s management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 

 
2. We conducted our audit in accordance with generally accepted auditing standards. Those 

standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An Audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An Audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion. 

 
3. As directed by the Royal Audit Authority, a statement on the Minimum Audit Examination 

and Reporting Requirements as stipulated in Schedule XIV to the Companies Act of the 
Kingdom of Bhutan, 2000, to the extent applicable, is enclosed.  

 
4. Further to our comments as referred to in paragraph (3) above, we report that: 
 
 Our examination was made in accordance with the generally accepted auditing standards and 
accordingly included such tests of accounting records and such other auditing procedures, as we 
considered appropriate for the purpose of our audit. 

  
 We have obtained all the information and explanations, which to the best of our knowledge 
and belief were necessary for the purpose of our audit. 
 
 In our opinion, proper books of account have been kept by The Fund so far as it appears from 
our examination of those books. 
 
 The Balance Sheet, Revenue Account and the Cash Flow Statement dealt with in this report 
are in agreement with the books of account and have been compiled on the basis of generally 
accepted accounting principles. 
 
 
 
 
 
 
 



  

 
 
 
 
 

5.  In our opinion and to the best of our information and according to the explanations 
given to us, the accounts together with the notes thereon gives the information 
required by National Pension and Provident Fund Rules and Regulations of the 
Kingdom of Bhutan 2002, in the manner so required and the said accounts give a true 
and fair view:  

 
i) In the case of the Balance Sheet of the state of affairs of the Fund as at 

30th June 2008, 
 
ii) In the case of the Revenue Account, of the surplus for the year ended on 

that date. 
 

iii) In case of the cash flow statement, of the cash flows for the year ended 
on that date 

 
 

 
For S.N.Mukherji & Co. 
Chartered Accountants 

 
 
 
 

Sudip K Mukherji 
Partner 
Membership No. 13321 

 
Place  : Kolkata 
Date : 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



  

NATIONAL PENSION AND PROVIDENT FUND (NPPF) 
THIMPHU - BHUTAN 

 
Annexure as referred in paragraph 3 of our audit report of even date for the year 2007-08 

 
MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENT 

 
1.  STATUS OF NPPF 
   
  The Status of NPPF has been categorized as an Autonomous Public Organisation and it is 

not a profit making organization of its own. Therefore, it cannot be treated as 
Manufacturing, Trading, Finance, Investment or as other service sector organization. 
Clauses applicable to NPPF based on its activities have been commented upon. 

   
2.  INTERNAL CONTROL 
   
 2.1 In our opinion, NPPF has established reasonable internal control to ensure completeness, 

accuracy and reliability of accounting records, carrying out the operation in an orderly and 
efficient manner, to safeguard the assets of NPPF as well as to ensure adherence to 
rules/regulations and system and procedure.  

   
 2.2 In our opinion there is a system of competitive bidding for items for value Nu.50,000 and 

above for procurement and printing and Nu.100,000 and above in respect of works and 
services, commensurate with the size and the nature of its operation for purchase of goods 
and services including stationery, fixed assets, computers, equipments and other assets. 

   
 2.3 During the course of our examination of the books of account carried out in accordance 

with the generally accepted auditing practices, we have not come across any personal 
expenses (other than contractual) which have been charged to revenue account, nor have 
we been informed of any such case by the management. 

   
 2.4 In our opinion NPPF has a reasonable system of recording receipts and issues of printing 

materials commensurate with its size and the nature of its operations. 
   
 2.5 The Internal Auditor appointed by NPPF had submitted eleven reports during the year. On 

the basis of these reports, several corrective actions have been taken by the Management. 
   
3.  LIQUID RESOURCES 
   
 3.1 In our opinion, the management of liquid resources particularly cash, bank and short term 

deposits etc. are adequate and that excessive amounts are not generally lying idle in non-
interest bearing accounts. 

   
4.  FIXED ASSETS 
   
 4.1 The Fund has maintained records in respect of its fixed assets showing quantitative details 

and locations. The management has carried out physical verification of all the fixed assets 
and no discrepancy was noticed on such verification. 

   
 4.2 None of the fixed assets have been revalued during the year. 
   
 4.3 Insurance cover has not been taken for fixed assets except buildings. 
   
 4.4 No capital grant has been received during the period under the audit. 

 
   

 
5.  INVESTMENT 



  

   
 5.1 Decisions regarding investments are made with approval of the Board of Directors or on 

the basis of authority delegated by the Board. 
   
 5.2 i)  As per the norms of Royal Monetory Authority the NPPF has made provision of Nu 

40,364,431.19 on the standard assets and Nu 11,291,772.02 on the sub standard assets as 
on 30th June’ 2008.  

   
6.  LOANS AND ADVANCES 
   
 6.1 Advances are given to employees mainly against travelling expenses. It has been observed 

that such advances are given as per the provisions of Service Rules. 
   
 6.2 Advances given to real estate contractors are adjusted against their running bills. 
   
7.  INTERESTED PARTIES 
   
 7.1 There is no disclosure in the Board Minutes of any commercial, financial, agricultural, 

industrial or other business interest of any member of the Board. Housing/Education loans 
given to the members of the Board of NPPF are at prevailing rate of interests and as on 
30th June2008 all the accounts are regular. 

   
8.  STATUTORY DUES 
   
 8.1 According to records of NPPF, Provident Fund, Health Contribution and GIS dues of the 

NPPF have been regularly deposited during the year with the appropriate authorities. 
   
 8.2 It was noted that Gratuity Fund was invested in Fixed Deposits with Banks.  
   
9.  

 
RATES, TAXES AND OTHERS 

 9.1 There were no amounts due in respect of undisputed rates and other statutory dues, which 
have not been deposited within the stipulated date with the appropriate authorities  

   
10.  MANAGEMENT 
   
 10.1 According to the information and explanation given and the records examined by us, in 

our opinion, activities carried out by the NPPF during the year are lawful and within the 
rules and regulations of the Fund. 

   
 10.2 NPPF owns and lets out flats to its members and non-members. Fixation of rent does not 

consider the prevalent market conditions. 
   
 10.3 No credit rating is required for the tenants but limited credit rating may be introduced for 

Housing and Education Loans. 
   
 10.4 NPPF has a proper system of sending intimation to the tenants and others to follow-up 

payments. Age-wise analysis of outstanding amounts is made for management 
information and follow-up action. 

   
 10.5 NPPF has an established and effective budgetary control system. 
   
 10.6 NPPF has generally maintained adequate documents and records for granting Loans and 

Advances. 
   
 10.7 There has been timely maintenance of records in case of transactions in the matter of 

trading in shares, securities and other investments. 
   



  

 10.8 Reasonable records are maintained for funds collected from members, and for interest 
credited and payment made to members. 

   
 10.9 There was no overall diminution in the value of investments. 
   
 10.10 The details of remuneration and other payments made in cash or in kind to the Chief 

Executive Officer (Director) have been disclosed in Schedule 15 of the accounts. We are 
informed by the Management that no payments have been made during the year to any of 
his relatives.  

   
 10.11 In our opinion, the directives of the Board have been complied with during the year.  
   
 10.12 We are not aware if the officials of NPPF have unauthorisedly transmitted to their 

relatives/friends/associates or close person, any price sensitive information that are not 
made publicly available, which could directly or indirectly benefit themselves, nor we 
have been informed of any such case by the management. 

   
11  COMPUTERIZED ACCOUNTING ENVIRONMENT 
   
 11.1 NPPF has a computerized accounting system and the internal control system seems to be 

adequate taking into account the size and nature of its computer installations. 
   
 11.2 There seems to be adequate safeguard measures and backup facilities exist. 
   
 11.3 Disaster recovery measures i.e. keeping files in different locations is practiced. 
   
 11.4 Operational controls are adequate to ensure correctness and validity of input data and 

output informations. 
   
 11.5 There are adequate preventive measures for unauthorized access over the computer 

installations and files. 
   
12.  COMPLIANCE WITH THE RULES AND REGULATIONS OF NPPF AND 

AFPPFS 
   
 12.1 NPPF has generally complied with the Rules and Regulations of NPPFP and AFPPFS. 
13.  OTHER POINTS 
   
 13.1 Ratio Analysis has not been made in view of reasons stated in Paragraph 1 above. 
   
 13.2 Compliance checklist/compliance calendar is not applicable to NPPF and as such we are 

not enclosing the same as the NPPF is not registered under the Companies Act of the 
Kingdom of Bhutan, 2000. 

   
 
 

For S.N.Mukherji  &  Co. 
Chartered Accountants 

 
 

Sudip K Mukherji 
Partner. 

Membership No. 13321 
Place : Kolkata, 
Date : 



LIABILITIES

Nu. Nu. 
Member's & Employer's Contribution to PF - Civil 1 1,123,276,939             961,555,093                            
Member's & Employer's Contribution to PF - Armed Forces 1A 523,326,573                476,419,107                            
Interest credited to PF Account -  Civil 2 531,659,773                459,561,493                            
Interest credited to PF Account -  Armed Forces 2A 232,342,936                201,259,770                            
Pension Fund - Civil 3 2,760,025,861             2,307,228,302                         
Pension Fund - Armed Forces 3A 1,193,355,630             1,050,521,561                         
Lapsed Fund - Civil 4 -                               348,956                                   
Lapsed Fund - Armed Forces 4A -                               381,113                                   
General Reserve 5 74,412,787                  86,881,914                              
Other Liabilities 6 23,066,534                  14,187,201                              
General Provision on Standard Assets 40,364,431                  27,395,121                              
Gratuity Liability 5,408,201                    4,788,184                                
Interest in Suspense 4,831,496                    1,653,465                                

6,512,071,162             5,592,181,280                         

ASSETS

Fixed Assets:
         Gross Block 328,334,322                237,688,695                            
Less: Accumulated depreciation 60,823,949                  52,209,063                              
Net Block 7 267,510,372                185,479,633                            
Capital work in progress 8 2,930,977                    68,638,304                              
Deferred Revenue Expenditure 813,755                       1,061,836                                
Investments in Equity Shares/ Bonds 9 784,721,341                784,721,341                            
Other Investments 10 5,207,211,028             4,393,465,039                         
Gratuity Investment 5,050,790                    3,554,077                                
Advance and other Deposits 11 178,835,654                137,789,932                            
Cash and Bank Balances 12 64,997,245                  17,471,119                              

6,512,071,162             5,592,181,280                         

Significant Accounting Policies 16
Notes forming part of Accounts 17

The schedules as mentioned above form an integral part of
the Balance Sheet.

This is the Balance Sheet referred to in our report of even date.
For S.N.Mukherji & Co.
Chartered Accountants

Sudip K Mukherji. 
Partner.
Membership No. 13321

Kolkata. Dated _________________________ DIRECTOR CHAIRMAN

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

BALANCE SHEET AS AT 30TH JUNE, 2008

SCHEDULE 
NO AS AT 30.06.2007AS AT 30.06.2008



REVENUE

Nu Nu
Income from Investment 376,306,772                    329,201,494                         
Rental Income 20,652,329                      20,051,910                           
Dividend 25,400,320                      41,569,675                           
Other Revenue 13 1,183,902                        1,206,856                             

423,543,322                    392,029,935                         

EXPENSES

Provident Fund Management Expenses 14 & 15 14,744,895                      12,059,971                           
Pension Management Expenses 14 & 15 21,926,250                      18,026,542                           
Depreciation 7 9,040,750                        8,905,809                             
Provision for Standard Assets 12,969,310                      10,276,234                           
Provision for Sub Standard Assets 6,011,286                        (447,161)                               
Total Expenses 64,692,491                      48,821,395                           
Surplus 358,850,833                    343,208,540                         
Transferred from/(-) to General Reserve 13,812,163                      (3,559,953)                            
Total Distributable Surplus 372,662,996                    339,648,587                         
Distribution of Surplus
Transferred to General Reserve

96,510,545                      85,611,579                           

44,662,443                      45,110,294                           
Return on Pension Fund (Civil) 160,958,940                    138,997,816                         
Return on Pension Fund (Armed Forces) 70,531,068                      69,928,898                           

372,662,996                    339,648,587                         

Significant Accounting Policies 16
Notes forming part of Accounts 17

The schedules as mentioned above form an integral part of
the Revenue Account

This is the Revenue Account referred to in our report of even date.
For S.N.Mukherji & Co.
Chartered Accountants

Sudip K Mukherji. 
Partner.
Membership No. 13321

Kolkata. Dated _________________________ DIRECTOR CHAIRMAN

FOR THE YEAR ENDED 
30.06.2008

Return on Member's and Employers contribution to PF (Civil)

Return on Member's and Employers contribution to PF
(Armed Forces)

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

REVENUE ACCOUNT FOR THE YEAR ENDED 30TH JUNE, 2008

SCHEDULE 
NO.

FOR THE YEAR ENDED 
30.06.2007



Year ended 30th 
June 2008

Year ended 30th 
June 2007

Receipts from:
Interest 334,357,068              315,304,169        
Rents 20,686,706                19,856,513          
Dividends & Other Income 26,841,472                42,519,281          
Security Deposit from Tenants (37,866)                     89,434                 

Payments for:
Expenses 37,471,823                27,241,613          
Security Deposit to Suppliers 3,000                         -                       

NET RECEIPTS FROM OPERATIONS 344,372,557              350,527,785        

Receipts from:
Repayments of Pension Loans 307,972                     339,460               

Payment for:
Increase in Loans & Deposits 616,872,372              281,882,699        
Member Housing Loan 158,074,131              218,052,237        
Member Education Loan 41,931,250                73,416,067          
Purchase of Fixed Assets (Including work in progress) 16,314,821                26,301,971          
Staff Advances (41,544)                     (247,734)              

NET PAYMENTS FOR INVESTMENTS (832,843,059)            (599,065,781)       

Receipts from:
Contributions to the NPPFP 364,380,119              389,078,952        
Contributions to the AFPPFS 193,195,970              159,796,990        

Payments of refunds and Pensions:
NPPFP 79,355,476                55,533,451          
AFPPFS (57,776,015)              238,534,387        

NET RECEIPTS FROM MEMBERS 535,996,628              254,808,104        

NET MOVEMENT IN CASH AND BANK 47,526,126                6,270,108            

OPENING CASH AND BANK 17,471,119                11,201,011          

CLOSING CASH AND BANK 64,997,245                17,471,119          

CASH FLOW FROM INVESTING

CASH FLOW FROM MEMBER TRANSACTIONS

NATIONAL PENSION AND PROVIDENT FUND
THIMPHU, BHUTAN

CASH FLOW STATEMENT FOR THE YEAR ENDED 30TH JUNE 2008

CASH FLOW FROM OPERATIONS



Year ended 30th 
June 2008

Year ended 30th 
June 2007

OPERATING SURPLUS 358,850,833              343,208,540         

NON CASH CHARGES
Depreciation 9,040,750                  8,905,809             
Ammortization of Software 772,273                     472,081                
Provision against loan 18,980,597                9,829,073             

MOVEMENT IN ACCRUALS
Revenue receivable (41,658,078)               (14,349,972)         
Accounts Payable (963,822)                    2,271,568             
Gratuity Payable (876,696)                    634,615                

SECURITY DEPOSITS 226,701                     (443,930)              

NET RECEIPTS FROM OPERATIONS 344,372,557              350,527,785         

Note:
The cash flow statement has been prepared using the direct method

This is the Cash Flow Statement referred to in our report of even date

For S.N.Mukherji & Co.
Chartered Accountants

Sudip K Mukherji. 
Partner.
Membership No. 13321

Kolkata. Dated _________________________ DIRECTOR CHAIRMAN

RECONCILIATION BETWEEN OPERATING SURPLUS AND CASH FLOWS FROM OPERATIONS



Schedule - 1

MEMBER'S & EMPLOYER'S CONTRIBUTION TO PF - Civil

AS AT 30.06.2008 AS AT 30.06.2008 AS AT 30.06.2007 AS AT 30.06.2007
Nu Nu Nu Nu

Opening Balance 805,243,961                       805,190,773                      720,500,003                    720,446,792                
Add / (Less): Adjustments (118,510)                             (27,099)                              (38,977)                            (38,978)                        

Adjusted Opening Balance 805,125,451                       805,163,674                      720,461,026                    720,407,814                
Add: Contribution during the Year 102,535,754                       102,535,759                      84,782,935                      84,782,959                  

Sub Total A 907,661,205                       907,699,433                      805,243,961                    805,190,773                

Less: Refunds as per last a/c 324,465,230                       324,414,410                      308,543,221                    308,492,573                
         Refunds during the year 21,573,491                         21,630,567                        15,922,009                      15,921,837                  

Sub Total B 346,038,721                       346,044,977                      324,465,230                    324,414,410                

Net Contribution A-B 561,622,484                       561,654,456                      480,778,731                    480,776,363                

Grand Total                      1,123,276,939                     961,555,093 

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008

MEMBER'S 
CONTRIBUTION

EMPLOYER'S 
CONTRIBUTION

MEMBER'S 
CONTRIBUTION

EMPLOYER'S 
CONTRIBUTION



Schedule - 1A

MEMBER'S & EMPLOYER'S CONTRIBUTION TO PF - Armed Forces

AS AT 30.06.2008 AS AT 30.06.2008 AS AT 30.06.2007 AS AT 30.06.2007
Nu Nu Nu Nu

Opening Balance 310,595,592                       310,617,193                   277,161,560             277,161,564          
Add / (Less): Adjustments (76,638)                              (9,692)                            (22,054)                     (457)                       

Adjusted Opening Balance 310,518,954                       310,607,501                   277,139,506             277,161,107          
Add: Contribution during the Year 36,462,520                         36,462,520                     33,456,086               33,456,086            

Sub Total A 346,981,474                       347,070,021                   310,595,592             310,617,193          

Less: Refunds as per last a/c 72,396,837                         72,396,841                     31,889,691               31,889,691            
         Refunds during the year 12,965,622                         12,965,622                     40,507,146               40,507,150            

Sub Total B 85,362,459                         85,362,463                     72,396,837               72,396,841            

Net Contribution A-B 261,619,015                       261,707,558                   238,198,755             238,220,352          

Grand Total 523,326,573                       476,419,107             

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008

MEMBER'S 
CONTRIBUTION

EMPLOYER'S 
CONTRIBUTION

MEMBER'S 
CONTRIBUTION

EMPLOYER'S 
CONTRIBUTION



Schedule - 2

INTEREST ON MEMBER'S & EMPLOYER'S CONTRIBUTION TO PF - CIVIL

AS AT 30.06.2008 AS AT 30.06.2008 AS AT 30.06.2007 AS AT 30.06.2007
Nu Nu Nu Nu

Opening Balance 164,912,439                      140,828,934                   164,950,885                     140,867,378                   
Add / (Less): Adjustments (45,498)                              14,389                            (38,446)                             (38,444)                          

Adjusted Opening Balance 164,866,941                      140,843,323                   164,912,439                     140,828,934                   
Add: Interest credit as per last a/c 264,103,803                      262,623,385                   221,259,106                     219,826,922                   
        Interest during the Year 48,273,324                        48,237,221                     42,844,697                       42,796,463                     

Sub Total A 477,244,068                      451,703,929                   429,016,242                     403,452,319                   

Less: Refunds of interest as per last a/c 198,904,233                      174,002,835                   189,599,674                     164,891,668                   
         Refunds of interest during the year 12,263,250                        12,117,906                     9,304,559                         9,111,167                       

Sub Total B 211,167,483                      186,120,741                   198,904,233                     174,002,835                   

Net Contribution A-B 266,076,585                      265,583,188                   230,112,009                     229,449,484                   

Grand Total 531,659,773                      459,561,493                     

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008

INTEREST ON 
MEMBER'S 

CONTRIBUTION

INTEREST ON 
EMPLOYER'S 

CONTRIBUTION
INTEREST ON MEMBER'S 

CONTRIBUTION

INTEREST ON 
EMPLOYER'S 

CONTRIBUTION



Schedule - 2A

INTEREST ON MEMBER'S & EMPLOYER'S CONTRIBUTION TO PF - Armed Forces

AS AT 30.06.2008 AS AT 30.06.2008 AS AT 30.06.2007 AS AT 30.06.2007
Nu Nu Nu Nu

Opening Balance 53,921,182                        52,728,318                          53,950,663                     52,746,578                   
Add/ Less: Adjustments (32,901)                             132                                      (29,481)                           (18,260)                         

Adjusted Opening Balance 53,888,281                        52,728,450                          53,921,182                     52,728,318                   
Add: Interest credit as per last a/c 83,554,659                        83,272,683                          60,973,805                     60,743,243                   
        Interest during the Year 22,342,706                        22,319,737                          22,580,854                     22,529,440                   

Sub Total A 159,785,646                      158,320,870                        137,475,841                   136,001,001                 

Less: Refunds of interest as per last a/c 36,569,141                        35,647,931                          14,629,824                     14,109,006                   
         Refunds of interest during the year 6,845,210                          6,701,299                            21,939,317                     21,538,925                   

Sub Total B 43,414,350                        42,349,230                          36,569,141                     35,647,931                   

Net Contribution A-B 116,371,296                      115,971,640                        100,906,700                   100,353,070                 

Grand Total 232,342,936                      201,259,770                   

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008

INTEREST ON 
MEMBER'S 

CONTRIBUTION

INTEREST ON 
EMPLOYER'S 

CONTRIBUTION

INTEREST ON 
MEMBER'S 

CONTRIBUTION

INTEREST ON 
EMPLOYER'S 

CONTRIBUTION



Schedule - 3

PENSION FUND (CIVIL)

AS AT 30.06.2008 AS AT 30.06.2007
Nu Nu

Opening Balance 2,369,182,207                      1,965,016,001                  
Add: Transfer / Adjustments 127,911                                -                                    

Adjusted Opening Balance 2,369,310,118                      1,965,016,001                  
Add: Contribution received during the year 324,257,275                         265,197,971                     
        Interest during the year 160,958,940                         138,968,235                     

Sub Total A 2,854,526,333                      2,369,182,207                  

Less: Pension payment as per last account 26,768,900                           16,395,447                       
         Pension payment during the Year 19,115,766                           10,373,453                       

Total Pension Payment 45,884,666                           26,768,900                       

Less: Refund from Pension Fund as per last account 35,185,005                           24,782,153                       
         Refund from Pension fund during the year 13,430,801                           10,402,852                       

Total Pension Refund 48,615,806                           35,185,005                       
Sub Total B 94,500,472                           61,953,905                       

Grand Total A - B 2,760,025,861                      2,307,228,302                  

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008



Schedule - 3A

PENSION FUND (ARMED FORCES)

AS AT 30.06.2008 AS AT 30.06.2007
Nu Nu

Opening Balance 1,258,001,269                       1,095,191,952                
Add: Transfer / Adjustments (261,471)                                (4,398)                             

Adjusted Opening Balance 1,257,739,798                       1,095,187,554                
Add: Contribution received during the year 120,270,930                          92,884,818                     
        Interest during the year 70,531,068                            69,928,898                     

Sub Total A 1,448,541,797                       1,258,001,269                

Less: Pension payment as per last account 44,647,747                            26,079,735                     
         Pension payment during the Year 25,025,883                            18,595,995                     

Total Pension Payment 69,673,630                            44,675,730                     

Less: Refund from Pension Fund as per last account 162,803,979                          36,411,768                     
         Refund from Pension fund during the year 22,708,558                            126,392,211                   

Total Pension Refund 185,512,537                          162,803,979                   
Sub Total B 255,186,166                          207,479,709                   

Grand Total A - B 1,193,355,630                       1,050,521,561                

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008



Schedule - 4

LAPSED FUND (CIVIL)

AS AT 30.06.2008 AS AT 30.06.2007
Nu Nu

Opening Balance 348,956                                 1,227,491                        
Add: Transferred during the year 388,978                                 348,956                           

Sub Total 737,934                                 1,576,447                        
Less: Transferred to General Reserve 737,934                                 1,227,491                        

Total  * -                                         348,956                           

*  Lapsed fund consist of Employer's contribution of the members who have gone out of the scheme before contributing for 
    twelve months or terminated from service.

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008



Schedule - 4A

LAPSED FUND (ARMED FORCES)

AS AT 30.06.2008 AS AT 30.06.2007
Nu Nu

Opening Balance 381,113                                   1,126,359                                
Add: Transferred during the year 297,678                                   381,113                                   

Sub Total 678,791                                   1,507,472                                
Less: Transferred to General Reserve 678,791                                   1,126,359                                

 Total  * -                                           381,113                                   

*  Lapsed fund consist of Employer's contribution of the members who have gone out of the scheme before contributing for 
    twelve months or terminated from service.

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008



Schedule - 5

GENERAL RESERVE

AS AT 30.06.2008 AS AT 30.06.2007
Nu Nu

Opening Balance 86,881,914                                     80,985,356                     
Add: Transferred from lapsed fund & int on lapsed fund 1,777,658                                       2,353,850                       
         Transferred from /(to) Revenue account (13,812,163)                                    3,559,953                       
         Adjustment

Sub Total 74,847,409                                     86,899,159                     
Less: Payment / Adjustments (Net) 434,622                                          17,245                            
         

 Total 74,412,787                                     86,881,914                     

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008



Schedule - 6

OTHER LIABILITIES

AS AT 30.06.2008 AS AT 30.06.2007
Nu Nu

Stale Cheques 520,296                          274,472                            
Earnest Money 204,585                          228,241                            
Security Deposit (Contractor) 8,803,773                       6,706,735                         
Performance Gurantee 90,194                            124,844                            
Security Deposit (Rent) 504,750                          515,890                            
Unclaimed Refund Contribution 80,607                            80,607                              
Unclaimed refund interest 1,158                              1,158                                
Contribution received in advance 1,261,441                       657,172                            
Outstanding liabilities for Expenses 3,511,668                       4,884,523                         
Security Deposit - Power / Tenant (S/Jongkhar) 46,380                            39,520                              
Security Deposit - Power / Tenant (P/Ling) 131,421                          131,421                            
Security Deposit - Power / Tenant (Thimpu) 184,495                          183,430                            
Health contribution payable / Recoveries 230,085                          60,117                              
Payable to contractor 7,476,494                       
Salary Tax 187,039                            
PF Payable 102,310                            
Housing / Education Loan closed A/c - Credit Balance 19,186                            9,723                                

 Total 23,066,534                     14,187,201                       

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008



FIXED ASSETS Schedule - 7

R.E.Land 32,614,992.27      2,356,754.08     -                  34,971,746.35      34,971,746.35     32,614,992.27     
R.E.Building 3% 173,474,125.20    82,397,403.66   -                  255,871,528.86    37,311,770.23        5,517,154.00     42,828,924.23     213,042,604.63   136,162,354.97   
R.E.Furniture&  Fixtures 15% 173,037.00           3,700.00            176,737.00           161,296.36             13,983.00          16,181.00           159,098.36          17,638.64            11,740.64            
R.E.Electrical & Fittings 15% 11,353,928.24      3,232,799.13     14,586,727.37      7,054,535.93          1,758,888.00     8,813,423.93       5,773,303.44       4,299,392.31       
R.E.Equipments 15% 115,229.90           7,600.00            122,829.90           87,721.48               18,031.00          105,752.48          17,077.42            27,508.42            
SUB TOTAL (A) 217,731,312.61    87,998,256.87   -                  305,729,569.48    44,615,324.00        7,308,056.00     16,181.00           51,907,199.00     253,822,370.48   173,115,988.61   

Ofiice Building 3% 7,261,846.21        207,124.54        7,468,970.75        284,703.78             219,251.00        503,954.78          6,965,015.97       6,977,142.43       
Office electricals & fittings 15% 529,159.91           23,304.20          552,464.11           103,729.85             80,159.00          183,888.85          368,575.26          425,430.06          
Computer & office 
equipments 15% 8,094,350.45        1,381,870.00     300,988.00     9,175,232.45        4,574,592.00          927,787.00        274,989.96         5,227,389.04       3,947,843.41       3,519,758.45       
Office furniture & Fittings 15% 2,254,577.74        182,098.00        39,243.59       2,397,432.15        1,146,780.45          275,052.00        34,149.09           1,387,683.36       1,009,748.79       1,107,797.29       
Telephone/ EPABX/LAN 15% 497,241.00           31,955.00          61,780.00       467,416.00           348,977.00             49,811.00          60,788.70           337,999.30          129,416.70          148,264.00          
Motor Vehicles 15% 1,140,638.71        1,273,195.00     2,413,833.71        1,034,702.00          177,716.00        1,212,418.00       1,201,415.71       105,936.71          
Carpet 15% 110,443.74           -                     59,551.74       50,892.00             77,793.90               9,960.00            55,934.97           31,818.93            19,073.07            32,649.84            
Curtain/ upholstrey 15% 69,125.00             9,386.00            78,511.00             22,460.65               9,137.00            31,597.65            46,913.35            46,664.35            
SUB TOTAL (B) 19,957,382.76      3,108,932.74     461,563.33     22,604,752.17      7,593,739.63          1,748,873.00     425,862.72         8,916,749.91       13,688,002.26     12,363,643.13     

GRAND TOTAL (A+B) 237,688,695.37    91,107,189.61   461,563.33     328,334,321.65    52,209,063.63        9,056,929.00     442,043.72         60,823,948.91     267,510,372.74   185,479,631.74   
Previous Financial Year 236,519,937.10    1,928,072.51     759,314.24     237,688,695.37    43,303,255.07        8,912,582.03     6,773.47             52,209,063.63     185,479,631.74   

NATIONAL PENSION & PROVIDENT FUND
THIMPHU : BHUTAN

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 30TH JUNE' 2008

Net Block as on 
30.06.2008

Net Block as on 
30.06.2007

GROSS BLOCK DEPRECIATION

Accumulated Dep 
as on 30.06.07

Dep during the 
year

Adjustment of 
Depreciation 

during the period

Particulars Rate of 
Depreciation

Total 
Accumulated 

Depreciation as 
on 30.06.08

Original cost as on 
01.07.07

Addition during 
the year

Adjustment 
during the 

period

Original cost as on 
30.06.2008


