
ANNUAL REPORT

NATIONAL PENSION AND
PROVIDENT FUND 



NATIONAL PENSION AND
PROVIDENT FUND

ANNUAL REPORT





iAnnual Report 2018-2019

TABLE OF CONTENTS

About NPPF	 1

NPPF at a glance for FY 2018-2019	 2

Organogram	 4

Board of Director’s Report	 8

Financial Statements	 22



ii Annual Report 2018-2019

CORE VALUES
Courtesy, Professionalism, Skills, Integrity, Accountability

MISSION 
Managing retirement schemes which are 

accessible, innovative and sustainable 

through prudent investment 

Vision
To be the leading social security 

organization in the country

NPPF IN PROVIDING ITS SERVICES IS GUIDED BY 
THE CORE VALUES OF
1.	 Courtesy

•	 NPPF believes in having employees who are polite, empathetic and service oriented

2.	 Professionalism

•	 NPPF believes in having employees who work with defined standards and principles 

3.	 Skills

•	 NPPF believes in having employees who are experienced and proficient in carrying out their 

duties

4.	 Integrity

•	 NPPF believes in having employees with honest and strong moral character

5.	 Accountability

•	 NPPF believes in having employees who are ethical and sincere 
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Nu.

The National Pension and Provident Fund 

(NPPF) was established in March 2000 to 

manage and administer the National Pension 

and Provident Fund Plan schemes with the 

objective to provide income to members upon 

retirement. The NPPF administers Pension 

and Provident Fund Schemes, which were 

introduced as mandatory savings scheme. The 

members of NPPF are civil servants, employees 

of state-owned enterprises, and the armed 

forces.

The members and their employer make 

contribution to the Pension and Provident Fund 

Scheme, and as per framework in place, the 

total contribution is split between the pension 

and provident fund accounts. For example, a 

civil servant contributes 11% from his monthly 

basic salary on which the Royal Government 

of Bhutan as employer contributes 15% of 

the monthly basic salary. Out of the total 26% 

contribution received, 16% is accumulated 

in the pension account, to be paid out as 

monthly pension while the remaining 10% is 

accumulated in the provident fund account, 

which will be paid out as a lumpsum amount on 

retirement.

Apart from administering the Pension and 

Provident Fund Schemes, NPPF is also entrusted 

with the fiduciary duty of managing the fund, 

which entails making prudent investments 

of the accumulated funds of the members. 

Today, NPPF is one of the main sources of fund 

for most of the projects, entities and financial 

institutions, thus contributing greatly to the 

economic development of the country.  As 

part of its investment portfolio, NPPF is one of 

the major investors in the real estate market 

with over 918 residential flats in major cities like 

Thimphu, Phuentsholing, Samdrup Jongkhar 

and Samtse.  

In order to align with the national objectives 

and to ensure a secured retired life, NPPF 

encourage home ownership for our members 

through financial schemes to make home 

ownership attractive and affordable. NPPF also 

provide planning, design and advisory services 

at subsidized rate as part of our consolidated 

services to enable our members to own homes 

in the most convenient way. 

NPPF is a growing organization with lot of 

opportunities as well as challenges. However, 

the board, management and employees of 

NPPF are committed to leading and reinventing 

the organizations, bringing innovation and 

services that will make meaningful differences 

in the lives of our members and society at large. 

ABOUT NPPF
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Total Membership as of 
30th June, 2019

56,809

Nu.

Nu.

Contributing Agencies

891 
(Both Civil and Armed Forces) 7,038

Pensioners and 

other beneficiaries

NPPF AT A GLANCE FOR FY 2018-2019

36,146.23 million

8.41% 

34,898.72 million

2,478.87 million
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NPPF Retail Loan products

Member 
Loan

Student 
Loan

Member 
Home 
Loan 

Housing 
Loan

Pension
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Provident 
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Orphan 
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Spouse 
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Dependent Parent 
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Scheme 
and 
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ORGANOGRAM

National Pension Board

Board Audit Committee

Internal Audit

Portfolio Investment Div.

Member Loan Div.

Real Estate Div.

Legal
Services Div.

Planning &
Research Div.

Credit 
Review

Unit

Regional
Offices

Compliance
Unit

Director
Operations Department

Director
Investment Department

Chief Executive Officer
Board Risk Management 

Committee

Government & Senior Management

Management

Divisions

Pension &
Provident Fund Div.

Customer
Care Center

Finance &
Accounts Div.

Human Resources
& Administration Div.

Information & Communication
Technology Div.
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BOARD OF DIRECTORS

DASHO SONAM WANGCHUK
Chairman

Secretary, MoLHR

UGYEN NAMGYAL
Director

CEO, Tangsibji Hydro 
Energy Ltd.

PEMA R. RINCHEN
Director

Director, HOPE Project 
His Majesty’s Secretariat

DUNGTU DRUKPA
Member Secretary

Cheif Executive Officer,
NPPF

KESANG DEKI
Director

Commissioner, RCSC

COL. TSHERING NAMGYEL
Director

Royal Bhutan Army
Headquarter

YONTEN NAMGYEL
Director General

DoI, MoEA
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MANAGEMENT STAFF

REGIONAL OFFICE

DUNGTU DRUKPA
Cheif Executive Officer, NPPF

MR. DAWA TSHERING

Head,
Gelephu Region

MR. TSHERING GYELTSHEN

Head,
P/Ling Region

MR. WANGCHUK

Head,
S/Jongkhar Region

MR. CHENCHO

Head,
Mongar Region

SONAM YESHEY
Director

Operations Department

LEKI WANGMO
Director

Investment Department
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MS. KARMA YANGZOM

Acting Chief,
Internal Audit Division

MS. TSHERING OM

Acting Chief, Member
Loan Division

MR. TSHERING NAMGYAL

Acting Chief, HR &
Admin Division

MS. TSHOKI LHAMO

Acting Chief, Planning & 
Research Division

MS. TSHERING LHAM

Acting Chief
Portfolio Investment Division

MS. NAMGAY CHODEN

Officiating Chief
Legal Services Division

MS. DEKI DRUKPA

Head Compliance/CRU

MS. KINGA DEMA

Company secretary

MR. TSHEWANG DORJI

Chief, Customer Care 
Division

MR. PHUB DORJI

Chief, Finance &
Accounts Division

MR. TSHERING DORJI C

Chief, Pension & PF 
Division

MR. KINZANG WANGDI

Chief, ICT Division

MR. DECHEN DORJI

Chief, Real
Estate Division

SENIOR MANAGEMENT
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Chairman
National Pension Board

During the year, NPPF recorded total membership of 56,809 as against 55,102 from the previous 

year registering 3.09% growth. The total members represent about 8.3% of the total population 

of the country. 

Similarly, the number of pensioners and beneficiaries grew from 6,498 in 2017-2018 to 7,038 

during the year. The dependency ratio of pensioners to contributing members reached at 

12.38% during the year. The average age of the members was approximately 36 years and that 

of pensioners was 60 years.  

Nu.2,755.49 million was received as contribution toward the pension and provident fund against 

Nu.2,447.49 million for the year, registering an increase of 12.5% from the previous year. 

The pension payment, refund of provident fund increased by 17.6 % from the previous year. 

Nu.1,434.98 million was paid out as pension, provident fund and other benefits payments against 

Nu.1,220.12 million from the previous year.

BOARD OF DIRECTOR’S 
REPORT
The National Pension Board takes immense 

pleasure in presenting its Annual Report for the 

Financial Year 2018-2019. The report highlights 

NPPF’s achievements during the year.

On behalf of the board, I am pleased to report 

that NPPF had yet another successful year for 

which the board acknowledges the hard work 

put in by the management and employees 

throughout the year. 

OPERATIONAL HIGHLIGHTS
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Nu.

During the year, NPPF has achieved a total 

revenue of Nu. 2,478.87 million. 

Investment Portfolio also increased from Nu. 

31,052 million in 2017-2018 to Nu. 34,898.72 

million at cost. 

NPPF’s significance as a major source of funds 

in the economy has been growing steadily 

as it invests in numerous economic activities 

and projects. It has not only been contributing 

to socio- economic development of the 

country, but also been playing an active part in 

deepening the domestic capital market.  

During the year, NPPF has disbursed around 

Nu.2,435 million to corporate clients and 

Nu.1,556 million retail loans to its members 

during the year. Loan to corporate entities during 

the year includes the financing for purchase of 

FINANCIAL HIGHLIGHTS

new aircraft by Drukair Corporation Ltd, Druk 

Metallurgy Ltd., State Mining Corporation 

Ltd., State Trading Corporation Ltd., Thimphu 

Tech Park Ltd., Bhutan Hydropower Services 

Ltd., Tashi InfoComm Ltd., Natural Resources 

Development Corporation Ltd., Bhutan Ferro 

Alloys Ltd., and financing of Associated 

Transmission Systems (ATS) of Nickachhu 

Project under Druk Green Power Corporation 

Ltd.

NPPF also invested around Nu.250 million 

in DGPC’s commercial paper series III and 

purchased right shares of Dungsam Cement 

Corporation Ltd., Dungsam Polymers Ltd. and T 

bank Ltd. worth of Nu.90.66 million during the 

year. 

NPPF in accordance with the Five-Year Real 

Estate Investment is carrying out various 

construction projects, to contribute towards 

the national housing stock and space for office 

and other commercial undertakings. As on 30th 

June 2019, NPPF’s total fund size has reached 

Nu. 36,146.22 million as against Nu. 32,518.14 

million on 30th June 2018, registering an 

impressive growth of 11.15 %. 

The total operating expenditure reduced to 

Nu. 168.75 million as compared to Nu.186.22 

million in the previous year.

AUDIT REPORTS
M/S Dogar and Associates Chartered 

Accountants from New Delhi audited the 

transactions and activities of the NPPF. The 

National Pension Board is pleased to report 

that there were no major audit observations 

in the auditor’s report on financial statements.  

NPPF has complied with all the critical 

observations made in the past years. 
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RATE OF RETURN
Generating a sustainable rate of return has 

always been one of NPPF’S priorities to ensure 

that the member’s capitals are protected.  

Although generating a sustainable rate of 

return continues to remain challenging due to 

NPPF’s conservative mandate and also lack of 

investment avenues, the NPPF had yet another 

good performance and as a result was able 

to declare a rate of return of 8.41% to all the 

members.

ENTERPRISE RISK 
MANAGEMENT (ERM)
The ERM of NPPF is structured along the three-

line defense model in accordance with the 

industry’s best practices and as per regulatory 

requirements. The individual business units 

form the first line of defense while important 

regulatory functions like the Credit Review 

Unit, Compliance Unit and Risk Office forms 

the second line of defense. The Internal Audit 

Division with full independence and reporting 

authority to the Board Audit Committee forms 

the third and final defense line as far as the 

structure of risk management is concerned.  

NPPF has developed a comprehensive 

Enterprise Risk Management (ERM) system 

which not only indicates the risk areas, but also 

dictates mitigation plans for any risks to NPPF. 

So far, all the internal controls measure in place 

are deemed to be adequate as per the on-site 

inspection carried out by the Royal Monetary 

Authority and the audits carried out by the Royal 

Audit Authority and the Statutory Audits. 

ACTUARIAL VALUATION AND PENSION 
SUSTAINABILITY
The National Pension Fund has been founded on unfunded Pay-as-you-go scheme and 

therefore, its sustainability is one of the greatest concerns for the board and management 

of NPPF.  Since its establishment, the NPPF has engaged actuarial consultants and experts 

under several technical assistances (TA) of World Bank (WB) and Asian Development Bank 

(ADB) focusing on performing actuarial valuations and identifying areas of reform to maintain 

sustainability of the pension scheme as envisioned. In line with the past practice as well as to 

adhere to industry best practices, the NPPF has a framework by which actuarial valuation of the 

pension funds are carried out once in three years to analyze the situation and data for decision 

making. Accordingly, the actuarial valuation for the pension schemes were carried out in 2019 

to determine the funding position of the Schemes and to make appropriate recommendations 

to address critical issues relating to sustainability.

For the Civil Pension scheme, the valuation reported an accrued past service liability of Nu. 

25,276 million as against the accumulated plan assets of Nu. 18,343 million. This position 

represents a funding level of 72.6% for the Scheme, leaving a funding deficit of 27.4% amounting 

to Nu. 6,933 million. 

For the Armed Forces Pension Scheme, the valuation reported an accrued past service liability 

of Nu. 12,436 million as against the accumulated plan assets of Nu. 5,384 million representing 

a funding level of 43.3% and leaving a funding deficit of close to 57% amounting to Nu.7,052 
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million. On an average, the two funds represent a funding level of close to 58%, leaving a deficit 

of over 42% amounting close to Nu. 14,000 million. 

The unfunded liabilities of the pension schemes remain the greatest concern not only from 

the sustainability and the ability to meet the promised benefits to the future members, but also 

because of the risk that it imposes on the public finance. 

Considering the sustainability issues, the actuarial valuation reports have recommended for 

parametric and systemic reforms to the pension schemes, such as increasing retirement age, 

segregation of assets separately between pension and provident funds as well as segregation 

among the two pension schemes (to avoid the issue of cross subsidization among funds), 

relooking at the pension design such as the pension formula etc. 

Accordingly, the management of NPPF has taken on board the recommendations made and 

have prioritized activities that needs to be undertaken in the annual work plan for the fiscal year 

2019-2020 and forms part of the board-management annual compact.   

REAL ESTATE DEVELOPMENT 
In accordance with the Five-Year Real Estate Investment Plan developed, construction of two five-

storied residential buildings comprising of 56 units was completed in Phuentsholing that provided 

additional housing stock to an area that faces acute housing shortages. These units were allotted 

to members based on their seniority in Provident Fund membership. Construction of two multi 

use buildings in Thimphu have started, which would accommodate a wide range of commercial 

activities such as offices, shops, restaurants and residential spaces. The constructions of commercial 

building in Norgay area in Phuentsholing and eight buildings consisting of 120 residential units in 

Gelephu would start in the next financial year, for which detailed designs have been completed 

and approval from regulatory authorities obtained. NPPF is also undertaking feasibility studies for 

the construction of residential buildings in Samdrup Jongkhar and replacement of some of the 

old residential buildings in Thimphu with seismically resilient buildings. All these developments in 

the real estate sector would not only help enhance the real estate portfolio of NPPF, but also help 

generate sustainable long- term returns on investments of the Fund.
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HUMAN RESOURCES AND 
ICT
Recognizing that employees form the mainstay 

of the organization, NPPF has accorded 

highest priority in enhancing human resource 

development and capacity building through 

various training, workshops, seminars, field 

studies and knowledge exchange programs. 

Of the total budget allocated of Nu.12 million, 

OTHER ACTIVITIES 
In order to keep our members and 

stakeholders updated on the changes 

and new developments in NPPF, rigorous 

advocacy programs were carried out in 

different parts of the country. This year we 

covered 9 Dzongkhags namely, Paro, Haa, 

Zhemgang, Bumthang, Trongsa, Punakha, 

Wangduephodrang, Gasa and several 

ministries and schools in Thimphu. 

Apart from that, it is important for NPPF to 

retain and leverage its existing customers, 

as well as reach out, attract new customers, 

provide convenience and accessibility to 

our members so that they can experience 

the benefits of being NPPF members. In 

view of this, NPPF carried out extensive 

studies on business networking with allied 

organizations. 

95% was utilized. A total of 143 employees were provided trainings inside the country and 44 

employees outside the country in various fields. Despite the continued focus on capacity building, 

NPPF, like any other organization is challenged in recruiting and retaining key talents required for 

its operation. The application of ICT has enabled not only the automation of NPPF’s processes, but 

also the transformation of operations and services, enabling improvements in the performance and 

service quality of NPPF. To keep pace with evolving technology and need of the organization, a 

new integrated ICT system is under implementation. The new system is expected to overhaul the 

business process and launch NPPF on the next stage of business efficiency and services 

CORPORATE SOCIAL 
RESPONSIBILITY (CSR)
NPPF, in partnership with RICBL, initiated Lotedh 

Scheme as a Corporate Social Responsibility 

to promote social values and culture with the 

primary objective to provide financial support 

(semso) to immediate family members during 

demise of the Lotedh Scheme member to meet 

the funeral expenses. During the year, 28 family 

members benefited from the scheme. Currently, 

there are 1,311 Lotedh Scheme members.  

It is managed by Lotedh Scheme Trustees 

comprising of representatives from pensioners 

who worked as civil servants and in the armed 

forces. Currently Mr. Nima Wangdi, former 

Health Secretary is the Chairman of the Lotedh 

Scheme. NPPF provides secretarial services to 

Lotedh Scheme Trustees.
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CORPORATE GOVERNANCE
The NPPF in adherence to the Royal Monetary Authority’s Corporate Governance Rules and 

Regulations, 2018, is in compliance with the provisions of the rules and regulations.  The NPPF 

has fully implemented all the directives of the Board. The Board Human Resource Committee, 

Board Audit Committee, Board Tender and Procurement Committee and Board Risk Management 

Committee held meetings as and when required. 

The Board members of NPPF are appointed by the Ministry of Finance, which comprises of 7 board 

directors including the Chief Executive Officer. 

In order to ensure good governance, the functioning of the Board is supported by the following 

Board Committees as per the corporate governance rules and regulations:

•	 Board Human Resource Committee

•	 Board Audit Committee

•	 Board Tender and Procurement Committee 

•	 Board Risk Management Committee
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THE DETAILS OF BOARD SITTINGS ARE REFLECTED AS 
FOLLOWS:
1.	 Board Meetings

Sl. 
No

Name
Directorship 

Type/Title
Designation & 

Agency
Number 

Attended
Directorship in 

other companies

1
Mr. Sonam 

Wangchuk
Chairman Secretary, MoLHR 8 PCAL

2 Ms. Kesang Deki Director
Commissioner, 

RCSC
5 ---

3 Mr. Yonten Namgyel Director DG, DOI, MoEA 8
AWP & Dungsam 

Polymers Ltd.

4 Mr.Ugyen Namgyal
Independent 

Director
CEO, THyE 7 BHSL & THyE

5 Mr. Pema R Rinchen Director
Director, HOPE, 

HM's Secretariat
7 NHDCL

6
Col. Tshering 

Namgyel
 Director Royal Bhutan Army 6 ---

7 Mr. Dungtu Drukpa Director CEO, NPPF 8
NHDCL, DHPC, 

AASBB, 

2.	 Board Audit Committee Meetings

Sl 
No

Name
Directorship 

Type/Title
Designation & 

Agency
Number 

Attended
Directorship in 

other companies

1 Mr. Ugyen Namgyal Chairperson CEO, THyE 4 BHSL & THyE

2
Col. Tshering 

Namgyel
Member  Colonel, RBA 3 ---

3 Mr. Yonten Namgyel Member
Director General, 

DOI, MoEA
1

AWP & Dungsam 

Polymers Ltd.

4
Ms. karma Y 

Tshering

Member 

Secretary

Acting Chief, IAD 

NPPF
4 ----

3.	 Board Human Resource Committee Meetings

Sl 
No

Name
Directorship 

Type/Title
Designation & 

Agency
Number 

Attended
Directorship in 

other companies

1 Ms. Kesang Deki  Chairperson
Commissioner, 

RCSC
2

2 Mr. Yonten Namgyel Member
Director General, 

DoI, MoEA
3

AWP & Dungsam 

Polymers Ltd.
3 Mr. Ugyen Namgyal Member CEO, THyE 1 BHSL & THyE
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4 Mr. Pema R Rinchen Member
Director, HOPE 

Project
1 NHDCL

5 Mr. Dungtu Drukpa Member CEO, NPPF 2
NHDCL, DHPC, 

AASBB, 

6 Ms. Kinga Dema
 Member 

Secretary

Company 

Secretary, NPPF
2

7
Mr. Tshering 

Namgyal

 Member 

Secretary

Acting Chief, 

HRAD, NPPF
2

4.	 Board Tender and Procurement Committee Meetings

Sl 
No

Name
Directorship 

Type/Title
Designation & 

Agency
Number 

Attended
Directorship in 

other companies

1 Mr. Yonten Namgyel Chairperson
Director General, 

DoI, MoEA
5

AWP & Dungsam 

Polymers Ltd.

2 Mr. Pema R. Rinchen Member
Director, HOPE 

Project
5 NHDCL

3 Mr. Dungtu Dukpa Member CEO, NPPF 5
NHDCL, DHPC, 

AASBB, 

4 Mr. Sonam Yeshey
Member 

Secretary,

Operations 

Director, NPPF
5 FITI

5.	 Board Risk Management Committee Meetings

Sl 
No

Name
Directorship 

Type/Title
Designation & 

Agency
Number 

Attended
Directorship in 

other companies

1 Mr. Pema R. Rinchen Chairperson
Director, HOPE 

Project
2 NHDCL

2 Aum Kesang Deki Member
Commissioner, 

RCSC
1 ---

3 Mr. Dungtu Dukpa Member CEO, NPPF 2
NHDCL, DHPC, 

AASBB, 

4 Mrs. Leki Wangmo
Member 

Secretary 

Investment 

Director, NPPF
2

5 Ugyen Namgyal Member CEO, THyE
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NPPF IN NUMBERS FOR PAST 10 YEARS  
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6. 
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Extension of services and benefits though the Regional Offices                in all 20 districts of Bhutan

SOCIAL SECURITY OFFICE, THAILAND

Government Pension Fund
Bangkok, Thailand

THE WORLD BANK
ISSA, GENEVA

MPAO, THE MALDIVES

ADB, THE PHILIPPINES

ADFIAP, THE PHILIPPINES

SAMDRUP JONGKHAR

GELEPHU REGION

1. Tsirang
2. Sarpang
3. Dagana

4. Zhemgang
5. Bumthang

6. Trongsa

SAMDRUPJONGKHAR 
REGION

1. Pemagatshel
2. Wamrong

3. Thrimshing

MONGAR REGION

1. Trashigang
2. Lhuntse

3. Trashiyangtse
4. Mongar

NPPF AND THE WORLD
NETWORKING BEYOND BORDERS
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Approval of the Financial Statements 

The Board Audit Committee (BAC) reviewed the Financial Statements for the financial year ended 

30th June 2019 during its 31st meeting held on 15th October 2019, prepared in compliance with the 

Bhutanese Accounting Standards wherever applicable.

Based on the above, the National Pension Board (NPB) approved the Financial Statements during 

its 113th meeting held on 16th October 2019. 

The NPB during the meeting declared return of 8.41% (previous year 8.35%) to the members.
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Post Box No. 1046 
Chubachu, Thimphu, Bhutan 

Tel: PABX: 324140/325758/337064 
Toll Free No: 1039 
Website: www.nppf.org.bt


