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EXECUTIVE SUMMARY 

 

The National Pension & Provident Fund (NPPF) is pleased to bring out the 9
th

 Annual Report on 

the performance and achievements of the NPPF for the year 2008-2009. Keeping in mind our 

main motto of providing post-retirement financial security to the members during old age, the 

NPPF would like to rededicate and pledge our services to the members. In our pursuit to engrave 

NPPF’s mark as an outstanding and responsible corporate organization, the NPPF has been 

constantly upgrading its services and expertise through all possible means. 

 

Most importantly, it is a great privilege to bring out the 9
th

 Annual Report as our tribute to the 

Coronation Celebration of the Druk Gyalpo Jigme Khesar Namgyel Wangchuck. We the Board, 

Technical Advisory Committee, Management and Staff re-dedicate our ‘Tha Dham Tsi’ to the 

‘Tsa Wa Sum’ and commit our services in pursuit of Gross National Happiness under the 

dynamic leadership of our enlightened monarchs.  May the people of Bhutan continue to enjoy 

peace and prosperity under the visionary, benevolent and dynamic reign of His Majesty the King.  

 

As a token of our celebration of the Centennial and the Coronation year, the NPPF organized 

several special events and introduced significant reforms during the year. It not only reduced the 

interest rate on the education loan from 10% to 9% p.a., but also distributed souvenirs to all 

Pensioners.  

 

In fulfilling our commitments, the NPPF initiated reforms by constituting a Good Governance 

Committee to make the services transparent and efficient; initiated Organizational Development 

exercises to enhance capacity building and introduced the Ascend Banking System, a new 

Software System for the credit operations to provide efficient services. Besides, the NPPF also 

hosted Annual Pension Meeting in April 27, 2009 to provide the stakeholders and NPPF the 

opportunity to gather together so as to report our achievements and receive feedbacks. 

 

In order that NPPF continue to enjoy the confidence of the members, it ensured that investment 

is made with prudence and returns are optimized. In this context, the Board approved the 

Investment Policy Guidelines for carrying out investment as per international best practices. 

Despite challenges in the investment front by way of limited investment avenues and the global 

economic recession, the NPPF was able to declare a return of 6.50 percent during the year.  

 

Dasho Bap Kesang, the then Chairman of the National Pension Board took up a new assignment 

as the Bhutanese Ambassador to Bangladesh during the year.  As Dasho Bap Kesang was 

instrumental in initiating significant reforms in the pension system, we would like to 

acknowledge and sincerely thank the outgoing Chairperson for his immense contribution to the 

NPPF’s development. Dasho Lam Dorji, Hon’ble Secretary of Ministry of Finance succeeded the 

Chairmanship of the National Pension Board. Given his dynamism and experience, we look 

forward to the incoming Chairperson taking the NPPF to new heights and direction as the NPPF 

plays a significant role in the Bhutanese society in alleviating old age poverty. 



 

FINANCIAL PERFORMANCE DURING THE YEAR

 

During the year 2008-09, the NPPF’s financial positi

over the last year. Continued growth in revenue and assets

targets have been achieved in almost all the areas of it operations

effort to focus on strengthening its strategic polices and systems that stimulate growth. 

 

Management and operating expenses were well within the budget appropriations. 

and capital works have been completed well withi

Investments were made with due conscientiousness to ensure

result, the NPPF has been able to achieve rate of return of 

brought down to 0.94% despite limited investment avenues and other adverse challenges 

encountered by it during the year.

1.1 Revenue 

 

During the year under review, NPPF generated gross revenue of Nu. 

Nu. 423.54 million in the previous year registering a g

Figure 1.1 Major Components of Revenue
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CHAPTER I 

FINANCIAL PERFORMANCE DURING THE YEAR 

09, the NPPF’s financial position and its operating results have

ontinued growth in revenue and assets was ensured during the year. S

in almost all the areas of it operations. This is due 

focus on strengthening its strategic polices and systems that stimulate growth. 

Management and operating expenses were well within the budget appropriations. 

completed well within the allocated budget and on stipulated time. 

e conscientiousness to ensure better returns to its members. As a 

result, the NPPF has been able to achieve rate of return of 6.78 percent p.a. NPL has been 

despite limited investment avenues and other adverse challenges 

encountered by it during the year. 

During the year under review, NPPF generated gross revenue of Nu. 512.98 million

Nu. 423.54 million in the previous year registering a growth of 21.12 percent.  

 

Figure 1.1 Major Components of Revenue 
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1.1.1 Income from Investments 

 

The income from investment has increased by 17.71 percent during 2008-09 as compared to the 

previous year. The following are the major factors attributing to increase in revenue for the year: 

 

i. Interest on Loans to RICBL and BDFCL and Industries such as Bhutan Ferro  

     Alloys, and Tashi Cell. 

 

ii. Dividends from Bhutan National Bank, Penden Cement Authority, Kuensel  

     Corporation and State Trading Corporation 

 

iii. Interest on Housing loan increased from Nu.72 million in 2007-08 to Nu.87  

      million in 2008-09.  

 

iv. Interest on Education loan increased from Nu.47 million in 2007-08 to Nu.48  

      million in 2008-09. 

 

1.1.2 Rental Income 

 

The rental income has increased by 20.71% as compared to the previous year. This was mainly 

due to additional rental income generated as a result of the completion of the shopping cum 

office complex in Thimphu. Rental was also revised for several flats during the reported year. 

1.1.3 Dividend & Other Income 

 

The dividend income increased to Nu. 42 million from Nu. 25 million of the year during 2007-08 

and other income increased by over Nu. 2 million. Bhutan National Bank, Penden Cement 

Authority, Kuensel Corporation and State Trading Corporation declared reasonable rates of 

dividends. 
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Table 1.1 Financial Highlights 

 

PARTICULARS 2008-09 2007-08 2006-07 2005-06 2004-05

REVENUE

Income from Investment 442.98 376.31 329.20        295.85      199.71      

Rental Income 24.93 20.65 20.05          16.71        13.01        

Dividend 41.72 25.40 41.57          28.46        22.60        

Other Revenue 3.343 1.18 1.21            1.37          1.38          

TOTAL OPERATING REVENUE 512.98 423.54       392.03        342.39      236.69      

% increase in Total Revenue 20.71% 8.04% 14.50% 44.66% 39.44%

% of return to fund size 6.20% 6.50% 7.04% 6.89% 5.52%

EXPENSES

Total Management Expenses 42.33 36.67 30.09          25.08        25.14        

Depreciation 11.89 9.04 8.91            7.36          5.47          

Provision for std assets 3.43 12.97 10.28          5.84          6.03          

Provision for NPL 0.47 6.01 (0.45)          3.30          2.43          

TOTAL EXPENSES 58.12 64.69         48.82          41.57        39.07        

% of Management expenses to Fund size 0.53% 0.56% 0.54% 0.50% 0.59%

Surplus before extraordinary item 454.85 358.85       343.21        300.82      197.62      

Extra ordinary Income 71.57        

Transfer from / (to) Reserve 13.81 (3.56)          (4.53)         (25.35)       

Distributable surplus 454.85 372.66       339.65        296.29      243.84      

Return to members 6.50% 6.50% 6.80% 6.75% 6.50%

FUND SIZE 7,565.93 6,512.07    5,564.79     4,971.72   4,285.82   

% Increase in Fund Size 16.18% 17.02% 11.93% 16.00% 17.73%

Summary of Consolidated Financial Information for 5 years

 

1.2 Expenses 

 

The NPPF been able to maintain the management expenses to the fund size at 0.53% compared 

to 0.56% in the past year due to lesser provisions required for standard and specific credits. The 

total expenditure including the provisions has reduced by 10 percent in comparison to last year. 

The overall percentage of salary to revenue came to 4.45 percent against the benchmark of 5.00 

percent. 

 

Even though the total fund size has shown a growth of 16.18 percent, the loans including term 

deposits have increased by 19.10 percent. Despite this, the NPL for reporting period was 0.94% 

as against 1.16 percent in the previous year. The lesser NPL is due to NPPF’s strategic quality 

asset management with an aggressive recovery program that was pursued vigorously. 
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1.3 Balance Sheet 

 

Table 1.2 below shows the percentage increase of the fund during 2008-09 as compared to 2007-

08. 

 

Table 1.2 Comparison of Fund size: 2008-09 and 2007-08 

 

PARTICULARS 2008-09 2007-08 % +/-

LIABILITIES

Members & Employers Contribution to PF - Civil 1,297.50 1,123.27       15.51%

Members & Employers Contribution to PF - Armed Forces 589.45 523.33          12.63%

Interest credited to Members PF account - Civil 502.52 531.66          -5.48%

Interest credited to Members PF account - Armed Forces 224.45 232.34          -3.39%

Pension Fund - Civil 3,063.33 2,760.03       10.99%

Pension Fund - Armed Force 1,292.50 1,193.36       8.31%

General Reserve 532.22 74.41            615.22%

Other Liabilities 9.50 23.07            -58.81%

General provision on Standard Assets 43.80 40.37            8.50%

Gratuity Liability 6.35 5.41              17.38%

Interest In Suspenses 4.31 4.83              -10.77%

TOTAL 7,565.93 6,512.07       16.18%

ASSETS

Fixed Assets:

   Gross Block 331.73 328.33          1.04%

Less: Accumulated Depreciation 71.62 60.82            17.76%

Net Block 260.11 267.51          -2.76%

Capital Work in progress 17.18 2.93              486.49%

Deffered Revenue Expenditure 0.53 0.81              -34.67%

Investment in Equity shares / Bonds 869.00 784.72          10.74%

Other Investments 6,203.30 5,207.21       19.13%

Advance & Other Deposits 5.70 178.84          -96.81%

Cash & Bank Balances 203.34 65.00            212.83%

Gratuity Asset 6.76 5.05              33.86%

TOTAL 7,565.93 6,512.07       16.18%

The NPPF continues to record a healthy overall financial position. During the year, the fund size 

increased by 16.18 percent crossing Nu. 7.56 billion. The loans and deposits have also shown an 

increase of 19.10 percent during the year. Education loan has recorded most of the growth in its 

loan portfolio as the interest rate was reduced and maintained at 9 % p.a. Currently, it is the most 

popular loan scheme of the NPPF.  

 



 

1.4 Budget Vs Actual expenses 

 

During the year 2008-09, the NPPF’s financial positio

compared to the last year. It recorded

NPPF has been able to achieve rate of return of 

of 6.88 percent. 

 

During the year, the fund made 

concerted efforts to achieve 

revenue and expenses targets that 

were set in the beginning of the 

year. Because of these concerted 

efforts, the revenue income 

generated for the year was 1.71% 

more than the target and 

management expenses were less 

by 9.51% against the budgeted 

target thereby achieving its target 

in all the areas of its operations. 

During the year, the budgeted 

management expenses was 

Nu.44.04 million against which 

the actual expense was only Nu.42.33

 

The actual revenue was Nu. 512.976

 

The distributable surplus worked out to Nu.

budgeted target amount of Nu. 462.04
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09, the NPPF’s financial position and its operating results have improved 

recorded continued growth in revenue and assets. As a result, the 

NPPF has been able to achieve rate of return of 6.78 percent as against the projected target rate 

made 

concerted efforts to achieve 

revenue and expenses targets that 

were set in the beginning of the 

year. Because of these concerted 

efforts, the revenue income 

generated for the year was 1.71% 

more than the target and 

expenses were less 

by 9.51% against the budgeted 

target thereby achieving its target 

in all the areas of its operations. 

the budgeted 

management expenses was 

Nu.44.04 million against which 

42.33 million resulting in a saving of 4 percent. 

512.976 million against the budgeted target of Nu. 514.420

The distributable surplus worked out to Nu. 454.85 million during 2008-2009 against

462.04 million. 
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PENSION & PROVIDENT 

2.1 Coverage 

 

The Pension and Provident Fund Plan (NPPFP) was instituted in July 2002 as a mandatory 

savings plan for the employees of civil service, public corporations and the Armed Forces. It is 

an important scheme as it plays a significant role in 

 

As of 30 June 2009, the Plan had

of 5.27% compared to last year. The NPPF is looking at measures to expand the coverage as the 

members constitute about only 6% of the 

advantageous position because the average age of the members is young. Most members fall in 

the age group of 25-30 years. 

 

Figure 1. Contributing members (as of June 30, 2009)

 

 

2.2 Contribution 

 

In the case of civil members, the total contribution rate is

employees contribute equally at the rate of 8% each of monthly basic salary. The Armed Forces 

contribute 24% of monthly basic salary with the employers contribut

matching contribution of 12%. 

 

2.3 Pension Beneficiaries and Payments  

 

The pension benefit is an annuity payment paid out on a monthly basis.

ratio of pensioners to the total number of contributing members reac

indicates higher pension expenditure as more benefits have to be paid to the 

32,079 
34,574 
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CHAPTER II 

PENSION & PROVIDENT FUND OPERATIONS 

The Pension and Provident Fund Plan (NPPFP) was instituted in July 2002 as a mandatory 

savings plan for the employees of civil service, public corporations and the Armed Forces. It is 

an important scheme as it plays a significant role in post retirement security to its members. 

As of 30 June 2009, the Plan had a total active member of 40,222, which represents a growth rate 

of 5.27% compared to last year. The NPPF is looking at measures to expand the coverage as the 

members constitute about only 6% of the total population. The pension plan is currently in an 

advantageous position because the average age of the members is young. Most members fall in 

Figure 1. Contributing members (as of June 30, 2009) 

the case of civil members, the total contribution rate is 16% where both the employers and the 

employees contribute equally at the rate of 8% each of monthly basic salary. The Armed Forces 

contribute 24% of monthly basic salary with the employers contributing 12% and employees a 

Pension Beneficiaries and Payments   

The pension benefit is an annuity payment paid out on a monthly basis. As of 30 June 2009, the 

ratio of pensioners to the total number of contributing members reached 5.18%. Higher ratio 

indicates higher pension expenditure as more benefits have to be paid to the 

34,574 35,597 36,414 37,275 38,210 
40,222 

The Pension and Provident Fund Plan (NPPFP) was instituted in July 2002 as a mandatory 

savings plan for the employees of civil service, public corporations and the Armed Forces. It is 

curity to its members.  

total active member of 40,222, which represents a growth rate 

of 5.27% compared to last year. The NPPF is looking at measures to expand the coverage as the 

total population. The pension plan is currently in an 

advantageous position because the average age of the members is young. Most members fall in 

 

16% where both the employers and the 

employees contribute equally at the rate of 8% each of monthly basic salary. The Armed Forces 

ing 12% and employees a 

As of 30 June 2009, the 

hed 5.18%. Higher ratio 

indicates higher pension expenditure as more benefits have to be paid to the 
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growing number of pensioners.  As pension matures, the ratio is expected to reach around 10% in 

the next 20 years. 

2.4 Civil Pension  

 

In 2008-09, the Fund made total pension benefit payment of Nu. 30.75 million to 782 

beneficiaries.  Of these, 74.43% comprised of normal pension payment followed by spousal and 

children pension benefits. The details of the pension benefit payments are illustrated in the figure 

2 below.   

  

  Figure 2. Pension payment during 2008-09 and for the last 7 years 

 
 

As indicated in Figure 2, the pension payment increased by 60.66% compared to the previous 

year. The increase is attributed to the growth in number of pensioners and the indexation of 

pension to average civil service salary. As a result, the rate of pension benefits to pension 

contribution has reached to 1% during 2008-09. 

2.5 Armed Forces Pension  

 

In 2008-09, the Fund disbursed a total pension benefit of Nu. 34.14 million to 1,353 

beneficiaries.  Out of the total payment, 87.03% comprised of normal standard pension payments 

followed by 8.30% of spousal pension and 4.75% of children pension benefits. 

 

    

 

  

Year

No. of 

beneficiaries

Amount (in 

Nu. Million)

2002/03 38                1.20              

2003/04 125              2.56              

2004/05 228              4.63              

2005/06 360              8.01              

2006/07 490              10.37            

2007/08 597              19.14            

2008/09 782              30.75            

Total 2,620              76.66            
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  Figure 3. Pension payment during 2008-09 and for the last 7 years 

 
As indicated in Figure 3, the pension payment increased by 18.85% compared to the previous 

year. The increase in the benefit payment can be attributed to the growth in pensioners and the 

annual pension benefit increment of 2% p.a. As a result, the rate of pension benefits to pension 

contribution reached to 0.21% during 2008-09. 

 

2.6 Provident Fund Scheme 

 

The Provident Fund scheme comprises of members under contract covering both nationals and 

foreigners, as well as regular employees. Since the service term of the Parliament members is 5 

years, they are also covered under the scheme. Provident Fund members under contract services 

mainly consist of employees of the ongoing hydro power projects. 

 

Under the provident fund scheme, benefits are paid in the form of lump-sum amount upon 

member’s exit from service. The Provident Fund comprises of the members’ contributions and 

employer’s contributions plus yearly rate of return based on the investment performance. In this 

context, the Fund has been earning a steady rate of return of around 6.5% over the past 7 years as 

shown in Figure 4. This shows that the members have been receiving reasonable rates of return 

on their Provident Fund balance compared to one year bank deposit rate. 

 

           Figure 4. Rate of return declared for the past 7 years 
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During the year 2008-09, the assets of the civil and the Armed Forces amounted to Nu. 2,613.93 

million as compared to Nu. 1,240.92 million in 2002-03 witnessing growth of 110.64%. The 

growth in the assets is mainly attributed to the increase in contribution fund due to the rise in the 

salary level and the increase in the number of members as shown in figure 5. The interest 

credited to the individual Provident Fund accounts have also grown substantially over the years. 

 

   Figure 5. Provident Fund growth for the past 7 years (Nu. million) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In 2008-09, the total provident fund benefits paid to 789 civil and the Armed Forces beneficiaries 

was Nu. 102.80 million, a decrease of 3.98% compared to the last year.  The reduction of 

provident fund claim was mainly due to decrease in the number of members who retired from 

Armed Forces.  

 

      Figure 6. Benefit Payment from the Provident Fund 

 

 
 

2.7 Pension Delivery System 
 

Currently, the NPPF has made arrangements to disburse pension benefits through the Bank of 

Bhutan and Bhutan Post. Beneficiaries can select the institution they prefer for delivery of their 

benefits. During 2008-09, the Fund disbursed a total of 59.60 million 
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through the Bank of Bhutan and Bhutan Post branches. As can be seen from Figure 7 below, the 

BOB’s branches handle the largest share of monthly pension benefits. 

 

Figure 7. Pension Delivery through Bank and Bhutan Post 

Year 

Bank of Bhutan 

(Nu. Million) 

Bhutan Post 

(Nu. Million) Total (Nu. Million) 

2002/03 2.43 - 2.43 

2003/04 7.04 - 7.04 

2004/05 12.76 - 12.76 

2005/06 20.17 - 20.17 

2006/07 25.35 3.53 28.88 

2007/08 33.18 10.53 43.71 

2008/09 44.00 15.59 59.60 

Total 144.94 29.65 174.59 

% of total 83.02% 16.98% 100.00% 

 

2.8 Strengthening Service Delivery  System 

 

During the year, the NPPF took initiatives to improve efficiency in timely receipt of 

contributions and processing and delivery of benefits. On 2nd August 2008, an independent 

Good Governance Committee was constituted with members from 8 agencies representing the 

stakeholders. The Committee was set up with the objective of helping NPPF enhance good 

governance and delivery of efficient and fast services. As per the recommendations of the 

Committee, the NPPF took the following measures to improve efficiency in the organization: 

 

a. Streamlined claim formalities by reducing the documents such as clearance from the 

other financial institutions; 

b. Lifted the requirement of life certificate from pensioners;  

c. Collected e-mail addresses and mobile number of the members to provide online 

information; and 

d. Conducted the Annual Pension Meeting in April 2009 in Thimphu to discuss and receive 

feedback on the service delivery mechanisms, plans and other related issues 

 

With the expected introduction of internet banking by the commercial banks in the near future, 

the services are expected improve further. 

2.9 Sustainability of Pension Plan 

 

In order to ensure sustainability of the pension plan, the World Bank Experts had suggested 

several reforms that need to be initiated over the next 10 to 20 years. Recognizing the necessity 

of the reforms, in 2008, the Royal Government had directed the Pay Commission to review the 

sustainability of the pension plan while working on the Civil Service Pay revision. 
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Given the importance of the pension plan, the Pay Commission fully supported the reform 

measures suggested by the NPPF. The following key reforms of the pension system were 

proposed in its report submitted to the Government: 

 

a. Increase in the contribution rates;  

b. Change in the computation of benefit formula to 40 % of last pay; 

c. Switching the pension indexation to Consumer Price Index instead of the average civil 

service salary index; and  

d. Amend the vesting periods. 

Some of the proposals have been approved by the Government and the NPPF has started 

implementing the reforms, which is expected to have far reaching positive implication for the 

long term sustainability of the Fund.  

 

2.10 Future Plans 

 

As the number of members and pensioners are increasing rapidly every year, the NPPF is 

continually looking at ways to improve and sustain the pension system, and enhance its service 

delivery methods. Therefore, the NPPF has plans to undertake the following activities during the 

next financial year after assessing the members’ needs and demand: 

 

a. Provide online services to the members and pensioners; 

b. One stop solution to improve service delivery; 

c. Install Interactive Voice Response through Computer Telephonic Integration; 

d. Expand the scope of Site Offices in Phuntsholing and Samdrup Jongkhar and open a 

branch office in Mongar to facilitate prompt service delivery; and 

e. Carry out feasibility studies to introduce new retirement saving products. 
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CHAPTER III 

INVESTMENT & CREDIT OPERATIONS 

 

3.1 Overall Investment Performance 

 

The NPPF significantly relies on the investment returns to sustain the Fund and ensure 

continuous payment of pension and other benefits to the pensioners. A vibrant and viable 

investment strategy is therefore essential. At all times, it has to be ensured that investments are 

made prudently and returns maximized with risks properly assessed and controlled. 
 

The Executive Order 2002 issued by the Royal Government has provided NPPF with a limited 

investment mandate. It permits the NPPF to finance Government owned Institutions and 

Projects, Joint Sector Corporations, Public Limited Companies and invest in securities and other 

instruments listed on the Royal Securities Exchange of Bhutan. The NPPF is also permitted to 

provide housing and education loans to its members. 

 

It faced several challenges during the year on its investment front. The global economic 

recession affected the South Asian Region including Bhutan and the economy is still on its path 

to recovery. Bhutanese steel and ferro silicon industries were hit hard by the recession. As a 

result, these industries requested for deferment of loan repayment of both principal and interest 

to the Banks including the NPPF. The NPPF is concerned that the situation might indirectly 

affect the returns of the Fund. However, the affect would be lower than other financial 

institutions as it has not been involved in financing of the steel industries and is only exposed to 

two Ferro alloys companies. The situation is improving and may not impact the Fund. 

 

Competition in the financial sector is expected to increase in the near future. The RMA has in 

principle approved the entry of several new banks and insurance companies in a year or two. It is 

therefore imperative for the NPPF to re-strategize and re-position itself and prepare to confront 

the increasing competition and address other emerging challenges. To this effect, the Fund 

revisited its Investment Policy to maximize returns and control risks. Further, a Customer 

Service Cell was also established to improve services by catering to the needs of the clients.    

 

The NPPF is already facing competition from the financial institutions as the Bank of Bhutan 

(BOB) has also introduced the education loan scheme.  In May 2008, the BOB introduced the 

Education Loan Scheme at an interest rate of 9 percent per annum. As a result, on October 1, 

2008, the NPPF had to reduce the interest rate on the education loan to 9 percent per annum from 

10 percent mainly to attract and retain its clients. 

 

The NPPF is the third largest financial institution in Bhutan, but is the only one investing in other 

financial institutions.  Apart from loans to Bhutan Development Finance Corporation (BDFC) 

and Royal Insurance Corporation of Bhutan (RICB), the NPPF also has investments in Bhutan 

National Bank (BNB) in form of equity shares and fixed 

  



 

 

14 

 

deposits. It is the largest shareholder of the BNB holding 25.77 percent of the Bank’s total 

shares. The Fund also holds equity shares in Penden Cement Authority Limited (PCAL), 

Kuensel Corporation and State Trading Corporation of Bhutan Limited (STCBL). It is also 

making investment in the equity of the on-going project of the Dagachhu Hydro Power 

Corporation.  

 

During the year, the BNB declared a dividend of 28.5 percent per share. NPPF received dividend 

amounting to Nu.26.11 million on its shareholdings in the bank.  Further, BNB issued bonus 

shares at the rate of 2:3, i.e. 3 shares allotted for every 2 shares held and 5:1 rights issued at face 

value of Nu.100/- each. 

 

PCAL and Kuensel Corporation also declared a dividend of 70 percent and 9 percent 

respectively. The State Trading Corporation of Bhutan also declared 20 percent dividend during 

this fiscal year.    
   

3.2 ACTIVITIES DURING THE YEAR 

3.2.1 INVESTMENT OPERATIONS 

 

• The 114 Mega Watt Dagachhu Hydroelectric is expected to start by August 2009 and 

commence commercial operations by 2012. The NPPF initiated to provide funding via a 

term loan and equity investment. The term loan will be for Nu 600 million, with an 

interest rate of 10 percent per annum and a repayment period of 15 years. Out of the 

equity investment participation of Nu 500 million, a sum of Nu 69.012 million was 

disbursed during the year. 

 

• The RMA has been using the RMA 90 day Discount Bill as one of the monetary policy 

instruments.  As a measure to absorb excess liquidity from the Banking sector and to 

stimulate the market interest rates, the RMA revised the rates on the discount bills from 5 

percent to 6 percent in October 2008. Since the rates are higher than the bank deposits for 

90 days, the NPPF has been taking advantage of the situation in order to enhance its 

overall returns. As of June 30, 2009, the NPPF had an investment of Nu. 187.790 million 

in the Discount Bills. 

 

3.3 CREDIT OPERATIONS 

3.3.1   Member Housing Loan 

 

As of June, 2009, the loan portfolio stood at Nu.964.63 million with a total of 557 clients. 

The growth rate in the housing loan worked out to 13.61 percent with an increase in 

cliental base by 72 clients compared to the previous year. 

 

 

 



 

3.3.2   Member Education Loan

 

As of June 2009, the loan portfolio 

Nu. 595.53 million with total of 7, 879

clients. The growth rate was 19.07 

percent in the member Education loan as 

the cliental base increased by 666

Efforts are being made to increase the  

Cliental base to at least 10,000 by end of 

2010. 

  3.3.3 Risk Management policy 

 

In order to control risks, the NPPF ensures that all investments are made prudently          and in 

line with its investment policies. 

million while Non- Performing Loans (NPL) worked out to 

outstanding, which is well within the target set by the NPPF.

made as per Royal Monetary Authority Prudential 

maintained at significantly low levels in view of the prudent plans with proper risk control 

strategies, strict monitoring and robust recovery efforts.

 

The NPPF had expected that the industrial problem would advers

However, the NPPF was not affected much as it was not exposed to the financing of most of the 

steel and ferro-alloy industries. It only financed the Bhutan Ferro Alloys Limited (BFAL) and 

Druk Ferro Alloys Limited (DFAL).  BFAL

though affected by the recession is expected to improve its performance. The steel and ferro 

alloys prices have been improving with the demand for the product increasing. 

3.4 Asset Allocation 

 

During the year, the Board approved an Investment Policy for the NPPF, mainly covering asset 

allocation and risk control strategies. The NPPF’s investment policy requires the Fund to 

maintain an asset allocation in the ratio of 60 percent fixed income and 40 percent equi

However, given the current market scenario, the NPPF ‘s asset allocation is heavily biased 

towards fixed income. Its asset allocation works out to a ratio of 96.5 percent fixed income and 

3.5 percent equity. This situation clearly shows that the NPPF h

enhance investments in equity in order to reach the asset allocation benchmark set

the investment policy. However, in view of the small capital market and with only few 

companies expected to be incorporated and

the Fund to reach the set benchmark.

 

Notwithstanding the constraints and challenges in the investment front, the overall investment 

portfolio as of June 30, 2009 stood at Nu. 7,084.06 million compared 

during the previous year achieving a growth rate of 18 percent. The NPPF’s performance during 

this fiscal year has been satisfactory and it has been able to 
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3.3.2   Member Education Loan 

the loan portfolio was  

Nu. 595.53 million with total of 7, 879  

19.07  

percent in the member Education loan as  

e cliental base increased by 666 members. 

are being made to increase the   

base to at least 10,000 by end of  

 

In order to control risks, the NPPF ensures that all investments are made prudently          and in 

line with its investment policies. As of June 2009, the total loan portfolio stood 

Performing Loans (NPL) worked out to 0.94 percent of the

outstanding, which is well within the target set by the NPPF. Provisions for the NPL have been 

made as per Royal Monetary Authority Prudential Regulations, 2002. The NPL rate has been 

maintained at significantly low levels in view of the prudent plans with proper risk control 

strategies, strict monitoring and robust recovery efforts. 

The NPPF had expected that the industrial problem would adversely affect its NPL position. 

However, the NPPF was not affected much as it was not exposed to the financing of most of the 

alloy industries. It only financed the Bhutan Ferro Alloys Limited (BFAL) and 

Druk Ferro Alloys Limited (DFAL).  BFAL had performed well during the year while DFAL 

though affected by the recession is expected to improve its performance. The steel and ferro 

alloys prices have been improving with the demand for the product increasing.  

, the Board approved an Investment Policy for the NPPF, mainly covering asset 

allocation and risk control strategies. The NPPF’s investment policy requires the Fund to 

maintain an asset allocation in the ratio of 60 percent fixed income and 40 percent equi

However, given the current market scenario, the NPPF ‘s asset allocation is heavily biased 

towards fixed income. Its asset allocation works out to a ratio of 96.5 percent fixed income and 

3.5 percent equity. This situation clearly shows that the NPPF has to make significant efforts to 

enhance investments in equity in order to reach the asset allocation benchmark set

the investment policy. However, in view of the small capital market and with only few 

incorporated and listed in the near future, it may take some time for 

the Fund to reach the set benchmark. 

Notwithstanding the constraints and challenges in the investment front, the overall investment 

portfolio as of June 30, 2009 stood at Nu. 7,084.06 million compared to Nu. 6,003.22 million 

during the previous year achieving a growth rate of 18 percent. The NPPF’s performance during 

this fiscal year has been satisfactory and it has been able to  

In order to control risks, the NPPF ensures that all investments are made prudently          and in 

stood at  Nu.3531.26 

of the total loan 

Provisions for the NPL have been 

The NPL rate has been 

maintained at significantly low levels in view of the prudent plans with proper risk control 

ely affect its NPL position. 

However, the NPPF was not affected much as it was not exposed to the financing of most of the 

alloy industries. It only financed the Bhutan Ferro Alloys Limited (BFAL) and 

had performed well during the year while DFAL 

though affected by the recession is expected to improve its performance. The steel and ferro 

, the Board approved an Investment Policy for the NPPF, mainly covering asset 

allocation and risk control strategies. The NPPF’s investment policy requires the Fund to 

maintain an asset allocation in the ratio of 60 percent fixed income and 40 percent equity. 

However, given the current market scenario, the NPPF ‘s asset allocation is heavily biased 

towards fixed income. Its asset allocation works out to a ratio of 96.5 percent fixed income and 

as to make significant efforts to 

enhance investments in equity in order to reach the asset allocation benchmark set-forth under 

the investment policy. However, in view of the small capital market and with only few 

in the near future, it may take some time for 

Notwithstanding the constraints and challenges in the investment front, the overall investment 

to Nu. 6,003.22 million 

during the previous year achieving a growth rate of 18 percent. The NPPF’s performance during 

 



 

declare a return of 6.5 percent. The details of the asset allocation of t

are depicted in the figures below:

 
 

 

 

 

 

 

 

 

 

 

 

 

 

3.5 Future Plans 

 

Besides the on- going Dagachhu Hydro

completed by 2012, the NPPF is exploring for new investment avenues to 

In this regard, the NPPF has committed to finance the upcoming Dungsam Cement Project worth 

Nu. 1 billion as term loan at an interest rate of

commence by January 2011 and will help 

investment opportunities in future, the NPPF 

project as the company is expected to do well upon its completio

single largest borrower limit under the RMA Prudential Regulations.

looking at opportunities to invest in the equity of the new banks when they go public and 

Bank of Bhutan if the government decides to divest 

successful, it also made effort to acquire some equity shares of Tala p

handed it over to the Druk Holding and Investment in 2009. 

 

The only significant investment the NPPF expects in the future is in the power secto

policy of the Government to generate additional 10,000

closely at the possibility of making further investment in the power sector projects such as 

Punatshangchhu II and Mangdic

require large amounts of funds and are long term investments. Equity investment is required as 

well as term loans. The NPPF is the only financial intuition in Bhutan with the necessary funds 

and preference for this type of investment. 

 

In the times to come, the Government may float Treasury bills in line with its fiscal policy. This 

would definitely provide the NPPF with an added 

time. Currently, most of the NPPF’s idle funds are either maintained in the short term deposits 

with the Banks or the RMA discount bills.
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declare a return of 6.5 percent. The details of the asset allocation of the Fund as of June 30, 2009 

are depicted in the figures below: 

hu Hydroelectric project investment which is expected to be 

completed by 2012, the NPPF is exploring for new investment avenues to achieve the set targets. 

In this regard, the NPPF has committed to finance the upcoming Dungsam Cement Project worth 

Nu. 1 billion as term loan at an interest rate of 10 percent per annum. The project is scheduled to 

commence by January 2011 and will help the NPPF in enhancing returns. In view of the limited 

investment opportunities in future, the NPPF would have liked to commit to invest more in the 

project as the company is expected to do well upon its completion, but for the restriction of the

gest borrower limit under the RMA Prudential Regulations. Besides, the NPPF is also 

looking at opportunities to invest in the equity of the new banks when they go public and 

nment decides to divest its shareholdings of the Bank

effort to acquire some equity shares of Tala project when Government 

it over to the Druk Holding and Investment in 2009.  

The only significant investment the NPPF expects in the future is in the power secto

the Government to generate additional 10,000 MW by 2020. It is therefore looking 

closely at the possibility of making further investment in the power sector projects such as 

chhu Hydroelectric projects. Infrastructure projects of this type 

require large amounts of funds and are long term investments. Equity investment is required as 

well as term loans. The NPPF is the only financial intuition in Bhutan with the necessary funds 

of investment.  

In the times to come, the Government may float Treasury bills in line with its fiscal policy. This 

would definitely provide the NPPF with an added platform to park its idle fund from time to 

time. Currently, most of the NPPF’s idle funds are either maintained in the short term deposits 

with the Banks or the RMA discount bills. 

he Fund as of June 30, 2009 

investment which is expected to be 

achieve the set targets. 

In this regard, the NPPF has committed to finance the upcoming Dungsam Cement Project worth 

10 percent per annum. The project is scheduled to 

the NPPF in enhancing returns. In view of the limited 

commit to invest more in the 

but for the restriction of the 

Besides, the NPPF is also 

looking at opportunities to invest in the equity of the new banks when they go public and the 

nk. Although not 

roject when Government 

The only significant investment the NPPF expects in the future is in the power sector as it is the 

MW by 2020. It is therefore looking 

closely at the possibility of making further investment in the power sector projects such as 

Infrastructure projects of this type 

require large amounts of funds and are long term investments. Equity investment is required as 

well as term loans. The NPPF is the only financial intuition in Bhutan with the necessary funds 

In the times to come, the Government may float Treasury bills in line with its fiscal policy. This 

to park its idle fund from time to 

time. Currently, most of the NPPF’s idle funds are either maintained in the short term deposits 
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CHAPTER IV 

REAL ESTATE MANAGEMENT 

 

The Real Estate’s main objective is to help provide affordable and decent housing to the 

members. This is in line with the Royal Government’s priority to support housing projects in the 

Kingdom. In the immediate future, the NPPF is exploring the strategy of constructing houses not 

only for rental purposes, but to promote home ownership as well. Its immediate priority is to 

acquire land, construct and sell flats to the members under the home ownership project. It will 

also introduce a special soft loan in order to make the purchase of flats affordable to the 

members. In this regard, the NPPF had already taken the initiative to acquire land from the 

Government either on direct allotment basis or on long term lease to help the Fund materialize 

the project. 

4.1 Residential Properties 

 

As of June 2009, there were 87 buildings with 731 utility spaces under the NPPF’s management 

comprising of 643 residential units, 61 commercial units and 27 office units. 

 

As stated above, the NPPF’s real estate assets have grown significantly. However, its key 

challenge remains in not being able to provide adequate residential housing to the members. 

Nevertheless, for the year under review, the Fund had achieved its targets which included the 

face-lifting works of old buildings, site development works such as construction of storm water 

drains, repair and maintenance of road and parking area in the housing colonies. The Fund also 

initiated the consulting works for new projects in Thimphu for the benefit of the members. 

4.2 Drawings and Designs for NPPF Corporate Office and Package II Residential Building 

in Phuntsholing. 

 

During the year, the municipal authorities in Thimphu and Phuntsholing scrutinized and 

approved the drawings and designs of the NPPF Corporate Office in Thimphu and package II 

residential buildings at Phuntsholing respectively. The construction works will be awarded next 

year. 

4.3 Application for Apartments 

 

Precedents showed that only about two to three flats were being vacated in a year. As there are 

not many flats to meet the soaring demand of the applicants, the NPPF decided not to accept 

applications from the members for residential quarters. The applications already received and 

registered with the Fund were annulled. Instead, the NPPF decided that as and when flats fall 

vacant, the information would be made available in the media and on its website and allot vacant 

flat through draw of lottery. This was initiated in order to give equal opportunity to all interested 

members to avail the NPPF flats. To this effect, the NPPF had allotted 8 residential flats in 

Phuntsholing, 3 flats in Samtse, 2 flats in Thimphu and 15 flats in Samdrup Jongkhar through 

draw of lottery during the year. 
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The NPPF is also reviewing and amending the Housing Rules and Regulations to enhance 

transparency in the management and allotment of housing facilities. At the same time, the Rules 

are being reviewed to ensure compliance with the provisions of the Tenancy Act and other 

relevant laws. 

4.4 Project under Construction. 

 

During the year under review, the construction of one unit 16 flats residential building in the 

NPPF housing colony at Phuentsholing was awarded to Kinga Construction in September 2008 

at a tendered cost of Nu.16,929,453.30 with completion deadline of 16 months. The progress of 

the project is well within the time schedule.  

4.5 Financial Review 

 

As of June 2009, the gross real estate asset was Nu. 308.087 million representing 4.402 percent 

of the total Fund. The rental income from real estate operations as of June 2009 amounted to Nu. 

24.93 million, (a gross return of 8.09 percent as against 6.75 percent in the previous year). 

 

Table of Rental income during 2008-09 and 2007-08 

 

 (Nu. in million) Rate of Returns 

(gross) 

 2008-09 2007-08 2008-09 2007-08 2008-09 2007-08 

Rental Income during the 

year 

   

24.929 

 

20.652 

 

8.09% 

 

6.75% 

Less: Expenses       

   a. Management Expenses 5.680 5.369     

   b. Maintenance 3.917 4.190 (9.597) (9.559)   

Gross Income   15.332 11.093 4.98 % 3.63 % 

Less: Depreciation   9.928 7.292   

Net Rental Income   5.404 3.801 1.75 % 1.24 % 

 

During the year the net return on real estate operations increased to 1.75 percent from 1.24 

percent in the previous year. This increase in the net return can be attributed mainly to the 

additional return generated from the shopping-cum-office building in Thimphu town which was 

completed in May 2008. Further, during the year under review, the management had taken up 

only the routine maintenance works, which resulted in increased returns. 
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4.6 Future Plans 

 

i. Construction of the Corporate Head Office in Thimphu  

ii. Infilling of residential buildings in Phuntsholing housing colony 

iii. Construction of residential buildings by knocking down two old buildings in Thimphu 

that did not meet the seismic requirement. 

iv. The routine maintenance of buildings will be taken up regularly based on     

             requirements.  

 

Towards initiating the Home Ownership Project, the NPPF is now making attempts to acquire 

land from the government. The project shall be initially executed in Thimphu and Phuentsholing 

and will be replicated in other Dzongkhags in future. Since it is important to make the project 

affordable in order to be successful, the NPPF is studying ways to curtail the cost of the 

construction as well as develop a special soft loan scheme. Since land constitutes a major 

percentage of the cost of construction, the NPPF had approached the Government for allotment 

of land for the project either directly or on lease. At the same time, the Fund is also exploring the 

feasibility and benefit of buying private land. The project will be mainly targeted for the middle 

and lower income groups since the need for housing is mostly centered on these income levels. 

 

 

Prototype of NPPF Head Office Building 
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CHAPTER V 

INFORMATION TECHONOLOGY 

 

With the increase in the NPPF’s operations, Information Technology (IT) plays a significant and 

indispensable role in helping the Fund function smoothly and cope with the expansion in the 

workload.  As prioritized in its IT strategy, the division ensures to adopt the most current 

technologies wherever possible and continually assessing and exploring areas where IT support 

could be harnessed to the advantage of the Fund.  

 

5.1 Activities Undertaken  

 

All the operations of the Fund are supported by IT systems run by the department. The efficiency 

of the IT department therefore impacts on the efficiency of the entire NPPF. As such, the IT 

division has been exclusively dedicating its service to help NPPF in enhancing efficiency in its 

operations.  

 

During the year, the NPPF procured an off-the shelf software in order to enhance efficiency and 

manage the increase in the work load of the credit operations.  The current systems used for 

credit operations and the general ledger had reached the end of their useful life and were 

restricting efficiency. It was decided to use an off-the-shelf software to speed implementation. 

The Core Banking Solutions used by the banks was too expensive for the NPPF’s needs. Instead 

the NPPF selected the Ascend Banking System from Bangladesh which is currently used by the 

Bhutan Development Finance Corporation. The installation of this software would help the fund 

in providing more products and enhancing reliability and better services. It will also facilitate the 

NPPF in providing information to its clients through SMS using Mobile phones and E-mails. The 

NPPF with the help of the supplier, Southtech, has started the project and it is expected to be 

completed in 2009.  

 

5.2 Future Plans 

 

For the years ahead, the IT Division has plans to improve its services further. Towards achieving 

this goal, the NPPF is planning on installing the Computer Telephonic Interaction (CTI) system. 

With this technology, the NPPF shall have the facility to clarify and provide information to the 

members on a 24 hour basis over telephone. It will function like a call center and the members 

shall be provided with the facility to call the NPPF for any queries related to Pension, Provident 

Fund and Loans. With the completion of the project, the NPPF is expected to improve its 

services significantly. 

 

The NPPF is also actively involved in the implementation of the Credit Information Bureau 

coordinated by the RMA. All the financial institutions including the NPPF in Bhutan are 

members of the Bureau and once the project is completed, credit information can be shared 

online through the Bureau.  The financial institutions including the NPPF are now working with 

the consultant Dun & Bradstreet to complete the project by the end of next year. 
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CHAPTER VI 

HUMAN RESOURCE MANAGEMENT 

 
Since the performance of the organization is solely dependent on the quality of Human Resource, 

the NPPF has accorded high importance to capacity building of it employees. Towards fulfilling 

this objective, the NPPF took several initiatives during the year. It nominated its staff for a 

number of in-country and out-country short and long term trainings. As of date, a total of 7 

officers are on long term training pursuing Masters Degrees, Engineering and Actuarial Science. 

In the near future, the Fund has plans to finance one of its officers for a Masters program in 

Human Resource and another in a Chartered Accountancy program.  

 

OFFICERS WHO ATTENDED IN HOUSE SEMINAR ON “MANAGING CHANGE” 

 

 
 

Towards enhancing performance, both at strategic and organizational level, the Fund carried out 

an Organization Development (OD) exercise with the help of a local consultant. Under the OD 

exercise, the organization has been restructured with redefined vision and mission along with an 

individual based performance management system. Unlike in the past, individual employees will 

be rewarded based on their performance against set targets. The introduction of this new culture 

is expected to improve the efficiency of the employees and the overall performance of the Fund 

as well as help in providing fast and efficient services to its members.  

 

Coinciding with the Coronation of the 5
th

 King and the Centenary Celebrations of the nation, a 

Customer Service unit was also set up during the year. The unit will help the NPPF in providing 

assistance and information as well as clarification on the queries of the members.  
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