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In realizing the importance of post service retirement benefits and in confirming 
that the existing post-service retirement benefits was inadequate, His Majesty 
the Fourth Druk Gyalpo King in 1998 on the 3rd Day of the Fourth month of the 
Earth Male Tiger Year of the Bhutanese Calender commended the Royal Civil 
Service Commission (RCSC) to review the post service retirement benefits for 

the civil servants. 

The proposed National Pension and Provident Fund Plan (NPPFP) and the Armed 
Forces Pension and Provident Fund scheme (AFPPFS) has been conceptualized 
and formulated following the Royal Edict and as a result of various initiatives of 

the Govetnment. 
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NPPF at a Glance
• 	 Provides Pension and Provident Fund benefits 

to civil servants, corporate employees and 
members of the armed forces. 

• 	 Currently, there are 50,728 members and 4296 
pension beneficiaries

• 	 Collected contribution of Nu. 1,837.97 million 
during the year

• 	 Delivers services to 445 government agencies, 
corporate entities and agencies under armed 
forces

• 	 Distributed over Nu. 203 million as pension 
payment during the year.

• 	 Provides loan facilities for the benefit of the 
members, which include three loan products 
comprising of housing, education and student 
loan schemes. There are 11,733 loan clients 
currently. It also finances projects, joint 
ventures and government sectors.

• 	  Four Regional Offices extending services to all 
members.

• 	 Over 74 pension delivery points through BOB, 
BNB, BDBL and Bhutan Post.

• 	 Provide housing to 799 tenants in 92 residential 
buildings in four dzongkhags (Thimphu, 
Chhukha, Samdrup Jongkhar and Samtse).

Operational Highlights
• 	 Fund Size: Total fund size of NPPF today is 

Nu. 17,498.79 million. It started with Nu. 1.97 
billion in the year 2000 and grew by 15.00 % 
on average over the past 12 years.

• 	  Investments: Overall investment portfolio 
during the year was Nu. 13,214.5 million.

• 	 Total Revenue: Total revenue during the year 
was Nu. 1,279.84 million.

• 	 Rate of Return: The rate of return distributed 
to the members during the year was 6.85 %.
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Executive Summary

It is with great pride that NPPF brings out its 14th 
Annual Report covering the 2013-2014 financial year. 
As a social security organization, the NPPF is fulfilling 
an important societal purpose of providing financial 
security to our members after their retirement from 
service. 

During the financial year, much of the domestic news 
headlines were dominated by discussions about 
the civil service pay revision. The Royal Government 
constituted the 2nd Pay Commission to study and 
propose the revision of the civil service pay scales. 
While NPPF understood fully the rationale for the 
revision, it was at the same time equally concerned 
about the impact an upward revision of the pay scales 
could have on the sustainability of pension scheme. In 
this regard, the NPPF was actively engaged in informing 
members of the Pay Commission on its concerns and 
recommending reforms based on actuarial studies. This 
is to compensate for pension expenses due to salary 
revision so that the sustainability of the retirement plan 
is balanced over the years.

One of the major initiatives that the NPPF undertook 
during the year was the formulation of its Second 
5 Year Plan coinciding with the Royal Government’s 
Eleventh 5 Year plan. This is intended to enable the 
NPPF to focus on programs and activities designed 
to achieve set targets in all areas of development. The 
NPPF will ensure that the Plan remains relevant and is 
implemented as outlined in the programs and aligned 
with the set targets through periodic review.

The 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 active part in 
deepening the domestic capital market. However, 
generating a sustainable rate of return continues 
to remain challenging not only due to the NPPF’s 
conservative mandate but also because of the lack of 
investment avenues. The unfavorable circumstances 
require us to continuously review our policies and plans 
so that there is an adequate balancing of risks against 
returns. 

Due to the adverse balance of payments with India and 
the continuing rupee shortage, the Royal Government 
introduced various fiscal measures in combination with 
a restrictive monetary policy stance by the central bank. 
As such, housing and other loan schemes continued 
to remain suspended. Given the adverse economic 
atmosphere, the financial institutions including NPPF 
faced a challenging year with limited opportunities to 
expand our credit operations. On a positive note, the 
commencement of commercial operations in 2014 
by the Dungsum Cement Project and the Dagachu 
Hydropower Project is expected to bring about a 
significant enhancement of revenues. NPPF has 
substantial shareholdings in Dagachu Hydropower 
Project and huge stake holding in Dungsum Cement 
Corporation Limited. NPPF also plans to invest in 
the Nikachu Hydropower project and is exploring 
investment opportunities in other hydropower projects, 
and other projects of Druk Holdings and Investments 
(DHI). Druk Air Corporation (DAC) will be undertaking a 
bond issue within the next two years to raise funds for 
the purchase of its third aircraft and this will provide 
NPPF with another opportunity to make a major 
investment.

Despite many difficulties, the NPPF had another year of 
good performance and as a result was able to declare 
a rate of return of ¬6.85 % p.a. which is the highest 
as compared to the past few years. This was possible 
mainly due to the sound strategies under the guidance 
of the Board of Directors, Technical Advisory Committee 
and support of the Royal Government.

While the NPPF continues to face numerous challenges, 
these have also provided us opportunities to focus 
on change management and take initiatives and 
make necessary adjustments to improve our services 
for the benefit of all members and beneficiaries. The 
confidence that our members have placed in us and 
their support has helped us greatly in our approach 
to strengthen NPPF’s role as a pension/social security 
organization that is relevant and responsive to the 
needs of our members and the country as a whole.

Determining the heights of Green Development: investing in Dagachhu, the 
first Cross border Development Mechanism Project. 
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CHAPTER 1: FINANCIAL PERFORMANCE

As stated in our Second 5 Year Master Plan, 
NPPF strives to serve the members and address 
long term solution by developing strategies to 
provide timely and adequate sustainable old 
age retirement income to members. Towards 
achieving these objectives, the NPPF had carried 
out numerous activities during the year.

Notwithstanding the slowdown in the economy, 
the NPPF experienced another year of good 
performance and recorded the second highest 
return of 7.07 %. This was largely due to the 
sound and practical plans and strategies that were 
implemented under the guidance of the Board, 
the Technical Advisory Committee, and strong 
support of the Royal Government. It may be worth 

Year  2008-09  2009-10  2010-11  2011-12 2012-13 2013-14
Fund Size 7,565.93 8,973.22 10,782.36 12,926.37 15,064.02 17,498.79
Revenue 512.98 587.73 689.64 888.65 1,142.64 1,279.84 
Mgt. Expenditure 42.33 48.06 52.81 57.74 50.74 60.78 
Total Operating Expenditure 58.12 64.94 94.59 150.52 240.48 211.03 
% of Non-Performing Loan 0.94% 0.25% 0.48% 0.44% 0.70% 1.69%
Surplus 454.85 522.79 595.05 735.07 906.99 1,072.01 
Rate of Return (Actual) 6.71% 6.66% 6.41% 6.57% 6.70% 7.07%
Rate of Return (declared) 6.50% 6.25% 6.50% 6.50% 6.60%  
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reporting that as a gesture of support for the 
Royal Government’s austerity measures, the NPPF 
also initiated various austerity measures of its own 
which resulted in significant savings. 

1.1	F und Size

During the year, the total size of the fund increased 
from Nu. 15,064.02 million to Nu. 17,498.79 million 
reflecting a growth of 16.16% as against the target 
of 16.12 %. Over the past six years, the fund size 
has grown at an annual average of 17.92%. This 
makes the NPPF the third largest institutional 
investor in terms of asset size after the Bank of 
Bhutan and Bhutan National Bank.

Table 1.1. Financial Highlights

Figure 1.1 Growth in fund size over the last six years

1.2	R evenue

Gross revenue increased from Nu. 1,142.64 million 
to Nu. 1,279.84 million reflecting an increase 
of Nu.137.2 million or 12.01% as against the 
target of 9.35%. Investment income, comprising 
of income from loans, fixed deposits and bonds 
increased by 18.23% from Nu. 991.04 million in 
2012-13 to Nu. 1,171.67 million in 2013-14. Rental 
income increased by 19.43%. However, there 
was a significant decrease in dividend income as 
compared to previous year. The decline in dividend 
income was mainly because of lower dividends 
from companies such as Bhutan National Bank 
and Penden Cement Authority in view of the 
adverse economic situation in the country. Kuensel 
Corporation Limited did not declare any dividends 
during the year.

1.3	E xpenditure

One of the main initiatives undertaken by the 
NPPF during the year was exercising close control 

Income Source  2008-09  2009-10  2010-11  2011-12  2012-13  2013-14 
Investments         442.98       510.93     606.36         831.20             991.04    1,171.67 
Rental Income     24.93 26.53 30.59  31.75     34.20      40.85 
Dividend Income 41.72 48.29 48.56 22.57      115.25 63.48 

Table 1.2. Major Components of Income
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Fig. 1.2: Ratio of management expenses to fund size

over expenditure and participating in the austerity 
measures initiated by the Government. Due to 
stringent measures, it was able to save more than 
Nu. 8 million from its overall current budget.

Due to strict monitoring and the implementation 
of expenditure control measures, total operating 
expenses saw a significant decrease from Nu. 
243.70 million to Nu. 211.03 million reflecting a 
reduction of 13.41%. The decrease in operating 
expenditures was mainly due to the ample 
provisions that had been maintained in accordance 
with the RMA’s prudential regulations.  At the 
same time, management expenses increased 
slightly from Nu.53.97 million to Nu. 60.77 million. 
The ratio of management expenses to revenue 
and to fund size were 4.75% and 0.35%   and both 
were well within the targets of 5.18% and 0.35% 
respectively.
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Fig. 1.3 Ratio of Management expenses to Revenue

1.4	R ate of return

Despite the challenges, the NPPF’s performance 
has been good during the year. Consequently, 
distributable surplus for the year increased to Nu. 
1,072.01 million as compared to Nu.903.94 million 

in the previous year indicating a growth of 18.62% 
as against the target of 13.36%. Translating the 
surplus into the rate of return, NPPF achieved a 
return of 7.07 % against the target rate of 6.50 % 
for the year.

Fig. 1.4 Rate of Return  
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CHAPTER 2: PENSION AND PROVIDENT FUND OPERATIONS

The pension scheme was introduced in 2002 as 
a mandatory retirement saving scheme for civil 
servants, corporate employees and members of the 
armed forces in order to provide income security 
during old age. Both employees and employers 
make equal monthly contributions to the pension 
and provident fund schemes. It is estimated that 
the annual contributions to pension and provident 
fund accounts constitute about 5.22% of Gross 
Domestic Saving (GDS). According to the Bhutan 
Living Standard Survey 2012, pension income 
represents about 1.29% of household income.

As the pension is the NPPF’s core function, 
the Asian Development Bank (ADB) provided 
a Technical Assistance grant to help develop 
far-reaching strategies for pension plans.  The 
consultant under the project has been assisting 
the NPPF in the areas of actuarial valuation and risk 
based management of the pension scheme, while 
also up-grading the NPPF’s institutional capacity. 
The project has  identified that there is a need to 
update the strategic plans and to reformulate it on 
the basis of an occupational pension plan centered 
around the five risk based themes, namely; (i) Class 
of fund, (ii) Risk management, Governance and 
Control, (iii) Capital Support, (iv) Market Liquidity 
and Credit Risk and (v) Operational Risk. 

Generally for a pension fund to be sustainable, the 
rate of contributions should be adequate to meet 
the current service cost or payment of benefits. 
This can be explained through the concept of the 
“funded ratio”. The funded ratio measures the 
pension system’s unfunded liabilities against its 
assets. Expressed as a percentage of the liabilities, 
the funded ratio is calculated by dividing net 
assets by the actuarial accrued liabilities. The result 
is the percentage of the accrued liabilities that are 
covered by assets. At 100%, a system has sufficient 
assets to pay all benefits earned to date by all 
its members. The NPPF’s funded ratio currently 
stands at 50% in respect of the civil pension plan 
and 35% for armed forces pension plan. This 
implies that if no reforms are undertaken, the civil 
pension scheme would be sustainable until 2042, 
and the armed forces pension scheme until 2039. 

Improving the funded ratios to 100% will require 
enormous funding by the government which do 
not look viable at this juncture. However, in spite 
of these un-mitigating circumstances the NPPF 
will continue its efforts to keep the funded ratio 
at least at the current level although it would be a 
challenge if there are any further ad-hoc increases 
in the civil service pay scales. It must be recognized 
that ad-hoc increases in salary scales has huge 
detrimental effects on the long-term sustainability 
of the pension plan. While it increases cash flow in 
the short-term, it increases the liabilities thereby 
further worsening the funded ratio in the long-
run. 

NPPF continued to follow up with the Royal 
Government on the adoption of the National 
Pension Policy. The draft policy, which was prepared 
under a World Bank technical assistance grant to 
the RMA, has been submitted to the Ministry of 
Finance for consideration by the Government. 
The draft has been studied by several committees 
and the last committee was constituted by the 
Ministry of Finance with representatives of all 
major stakeholders.

2.1	 Membership coverage and 		
beneficiaries

The membership of the pension plan continued to 
increase with the civil service growing by around 3 
% during the year.  As on 30 June 2014, there were 
418 employers registered with NPPF representing 
government agencies, public corporations and 
enterprises, joint venture companies and the 
armed forces. 

Out of the total of 50,728 registered members, 
39,157 were male and 11,571 were female. Most of 
the members were in age bracket of 25-35 years. 
NPPF members account for 6.75% of the total 
population.  During the year, 3,436 new members 
joined the scheme while 1,583 members exited 
from the scheme.
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Fig. 2.1 Number of members and retirees (as on June 30 every year)

During the year, the number of members who exited 
from service decreased by 21% as compared to the 
previous year. As a result, the dependency ratio, 
i.e. the ratio of beneficiaries to active contributing 
members reached 3.1% thereby increasing the 
pension liability.

2.2	C ivil Pension: Contribution and 
benefits

Every month, 11% is deducted from every 
member’s salary and the employer makes a 
matching contribution. As such, a total amount 

of Nu. 1,476.36 million was received as new 
contributions to the civil pension and provident 
fund during the year. This accounted for 8.5% of 
total fund size and was equal to 1.6% of GDP. Total 
contributions increased by 5.1% as compared to 
the previous year. 

Similarly, a total of Nu.361.61 million was collected 
as contributions to the armed forces pension 
and provident fund by its members. This reflects 
an increase of 2.8% as compared to the previous 
year. Members of the armed forces contribute 12 
% from their salary with a matching contribution 
of 12% by the armed forces.

Category Contribution rate
Contribution amount (Nu. million)

30.06.2014 30.06.2013

Civil service & corpo-
rations

22% (employee 11% and employer 
11%) 1,476.36 1,404.10

Armed Forces 24% (employee 12% and 
employer 12%) 361.61 351.80

  Total 1,837.97 1,755.90

Table 2.1 Annual contribution collections

Table 2.2 Contribution and Benefit payouts during 2013-14(Nu. million)

Civil Armed Forces Total

Inflow of contribution 1,476.36 361.61 1,837.97

Pension payout 133.3 70 203.3

Ratio of pension payout to inflow 
of contribution

9.0% 19.4% 11.1%
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2.3	P ension payment

As the number of aging members grows overtime 
so does the NPPF’s pension liability. However, 
with the average age of the members currently at 
about 34 years, the increase in pension expenses 
is limited at present. During the year, total pension 
payments to pensioners from both the civil 
and armed forces pension scheme amounted 
to Nu.203.05 million, an increase of 28% over 
previous year. As a result, the dependency ratio, 
which is the ratio of pensioners to contributing 
members climbed to 8.4 which is 6.9% more than 
in the previous year.

2.4	R efund of pension contribution

The members of the civil service, corporate bodies, 
public enterprises, joint venture companies and 
armed forces are eligible to receive lump-sum 
benefits if they separate from service after serving 
for more than 10 years. During the year, Nu.123.30 
million was paid out from the pension account 

as lump sum benefits to 1,094 members who 
separated from service with more than 10 years 
but less than 20 years of service.

Similarly, since 1 July 2010, those members under 
the civil pension and provident fund scheme, 
who have put in more than 30 years of service, 
are also entitled to receive a lump-sum benefit. 
In this respect, lump-sum benefits amounting to 
Nu.21.02 million was paid out to 158 members 
from the pension account.

Under armed forces pension scheme, members 
are required to serve more than 33 years to be 
eligible for a refund from pension account. A total 
of 26 members received Nu. 0.99 million as refund 
from pension scheme.

2.5	 Provident Fund benefits

During the year, Nu.143.56 million was paid as 
provident fund benefits to members separating 
from both the civil and Armed Forces.

Category
30.06.2014 30.06.2013

No. of  
Pensioners

Amount  
(in Nu. Million)

No. of  
Pensioners

Amount  
(in Nu. Million)

Normal Retirement Pension 937 95.54 761 70.8

Early Retirement Pension 240 18.56 187 13.44

Member Disability Pension 6 0.33 6 0.29

Surviving Spouse 138 6.54 112 5.24

Surviving Children 697 11.51 698 11.19

Orphans 18 0.44 19 0.46

Dependent Parent 2 0.10 2 0.09

Total 2,038 133.03 1,785 101.51

Table 2.3 Pension payout from Civil Pension Scheme during the year

Table 2.4 Pension payout from Armed Forces Pension Scheme during the year

Category
30.06.2014 30.06.2013

No. of  
Pensioners

Amount  
(in Nu. Million)

No. of  
Pensioners

Amount  
(in Nu. Million)

Normal Retirement Pension 1,101 53.08 988 41.97
Early Retirement Pension 415 9.13 378 8.04
Member Disability Pension - - - -
Surviving Spouse 300 5.48 262 4.95
Surviving Children 424 2.09 400 1.94
Orphans 14 0.17 17 0.14
Dependent Parent 4 0.06 3 0.07

Total 2,258 70.02 2,048 57.11

Taking investment to new heights!
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Chapter 3: Investment and Credit

3.1	I nvestments

A major concern of any pension scheme is the 
inherent uncertainty of returns on the assets 
backing the pension liabilities. As such, the 
objective of the investment policy is to generate a 
sufficient rate of return so as to ensure the viability 
and sustainability of the pension scheme. NPPF’s 
investment strategy has always taken into account 
risk budgeting in terms of balancing of risk and 
returns. This is a fundamental requirement so that 
NPPF will have sufficient funds for payment of 
guaranteed benefits to its members.  In the case 
of pension investments, ideally the duration of 
assets should be equal to the duration of liabilities. 
However, the matching of assets and liability is 
difficult and not possible in Bhutan. 
Since investments are a fundamental function 
of the NPPF, the National Pension Board has 
ensured that the investment policy remains 
dynamic and responsive to the changing market 
environment. The Board adopted the Second 5 
Year Master Plan, which covers the investment 
strategies extensively.  In keeping with the plan, 
the consultant under the ADB TA is assisting the 
NPPF to review its investment policy according 
to a risk based investment management system. 
Assets are subject to market, credit and liquidity 
risks and it is the responsibility of the NPPF to 
indentify, manage and mitigate such risks. 

Another initiative that the NPPF took was to set up a 
special committee to review its interest rate policy. 
While the NPPF’s interest rates are determined 
on the basis of the base rate as prescribed by 
the RMA, an important idea that emerged from 
the review was to fix a floor for interest rates so 
as to generate real rate of return. It was decided 
that, any revision of interest rates would also take 
into account the Consumer Price Index and an 
administration cost of 1 percent.

Against the backdrop of the continuing adverse 
balance of payments with India and the resultant 
shortage of Indian rupees the government 
introduced austere fiscal measures along with a 
restrictive monetary policy by the central bank. 
Under the circumstances NPPF faced a challenging 

year with limited opportunities to expand its 
credit operations and other investments. The 
adverse circumstances negatively impacted on 
the performance of the financial sector as a whole 
during the year.

In spite of the unfavorable economic situation 
within the country, the NPPF continued to be seen 
as a primary source of funds for economically 
viable investments. However, given that investment 
opportunities are erratic and unpredictable, NPPF 
has been diversifying its investments into both 
equity and fixed income instruments and in a 
broad range of investments.

NPPF has been playing a significant role 
in deepening the domestic capital market, 
particularly the bond market.  We were successful 
in encouraging several large projects to issue 
bonds at lower coupon rates than through direct 
borrowing from the financial institutions. All 
these investments were made through private 
placement of funds. We also took the opportunity 
to convert our subordinated loan of Nu.600 million 
to Dungsum Cement Corporation Limited (DCCL) 
into bonds worth Nu.500 million at the coupon 
rate of 10 % p.a. The balance of Nu. 100 million 
has been retained as regular term loan. 

During the year NPPF made an investment of 
Nu.246.87 million in Druk Air Corporation bonds 
at coupon rate of 9 % p.a. Furthermore, we also 
intend to invest in subsequent bond issues by 
Druk Air for the purchase additional aircraft worth 
around USD 30.35 million. NPPF also made a 
private placement in Tashi Air’s bond Series I worth 
Nu.125 million at the coupon rate of 9 % p.a. 

NPPF also bought Royal Insurance Corporation 
of Bhutan’s Series III bonds worth Nu. 500 million 
at coupon rate of 9.5 % p.a. through a private 
placement. The funds will mainly be used to 
enhance RICB’s credit and Investments activities.

In a mutually beneficial arrangement, NPPF 
agreed to deposit Nu. 400 million with the Bhutan 

Development Bank (BDBL) for a period of two 
years with a maturity term of 3 years. Under this 
arrangement, the NPPF will deposit Nu.50 million 
each quarter at affixed rate of 8.5 % p.a. The NPPF 
will place the funds with the BDBL on a quarterly 
basis irrespective of its liquidity position. 

During the year, both short and long term 
bank deposit rates offered by commercial year 
remained fairly high. The average deposit rate of 
the commercial banks was 8.5 % p.a. This enabled 
NPPF to manage its liquidity position quite well. 

Investments in the equity market continued to 
be limited. During the year, only one company, 
Dungsum Polymers Limited, made an Initial 
Public Offering for 403,031 shares marked at 
Nu.165 per share. However, since the issue was 
oversubscribed, share allotments were limited to 
32 shares per applicant and the NPPF’s request for 
a private placement was not acceded. 

With the economy projected to grow at an annual 
nominal average of 10 % during the Eleventh 5 
Year Plan period, investment opportunities look 
promising. NPPF plans to invest in the upcoming 
Nikachu Hydropower Project, both in terms of 
equity participation as well as through consortium 
loan.  NPPF also looks forward to investment 
opportunities in other planned hydropower 
projects, DHI projects and other public-private-
partnership companies. NPPF plans to increase its 
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Fig. 3.1 NPPF Investments in Shares of Companies

equity exposure to 15 % of total funds in next five 
years.

3.2	C redit Operations

Given the current adverse economy, housing and 
other loan schemes continue to be suspended and 
therefore the financial sector including NPPF had 
a challenging year as it was limited in its ability to 
expand its credit operations. 

Unlike the other financial institutions, NPPF has a 
limited credit mandate and it currently provides 
only Housing, Education and Student loans to its 
members. These loan products have been well 
received and are viewed positively by members 
because of their monetary and social impact on 
them and their families.

3.2.1	 Member Housing Loan

The moratorium on housing loans and the revision 
of the base rate by the RMA adversely affected 
the performance of the NPPF. However, in spite of 
the suspension, the NPPF’s housing loan portfolio 
continued to grow. As on 30 June 2014, the 
housing loan portfolio amounted to Nu. 3,259.44 
million covering 706 active clients, reflecting a 
growth of 8%.
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With a view to promote home ownership for 
its members, the NPPF provided financing to 
Yangphel Real Estate for the construction of 136 
apartments at Chamjeykha in Kabesa, Thimphu. 
It is expected that the project will benefit NPPF 
members by enabling them to acquire apartments 
with the Home Ownership scheme in which the 
NPPF will provide loan up to 75% of the cost of the 
apartment at an interest rate of 10% p.a. However, 
despite actively publicizing the facility, so far 
only nine members have availed loans under the 
scheme. The NPPF and Yangphel will continue to 
promote the project so that the members can gain 
home ownership under the scheme.

3.2.2	 Member’s Education Loan

During the year, the Member’s Education loan 
portfolio recorded a growth of 16% increase from 
a sanctioned amount of Nu. 2,545.54 million to a 
sanctioned amount of Nu.2,975.65 million, covering 
10,802 clients. The number of clients increased by 
1,194 over the previous year. At an annual interest 
rate of 9%, this loan scheme has continued to be 
very popular with the members. However, since 
the portfolio had reached close to the maximum 

exposure limit under the overall policy, the 
maximum loan amount had been brought down 
to Nu.200,000 per client since December, 2011. In 
view of NPPF’s improved liquidity position during 
the year and given the popularity of the product, 
the maximum limit of the loan was revised to 
one and half times the member’s accumulated 
provident fund balance, subject to a ceiling of 
Nu.500,000. Consequently, there was a significant 
increase in this loan portfolio during the year.

3.2.3	 Student Loans

The Student Loan Scheme was introduced in order 
to benefit aspiring students who need financial 
support to pursue further studies. The interest 
rate is kept at 8% p.a. until the completion of their 
studies and 9% p.a. thereafter. The borrower has 
the option to repay the loan within one year of 
completing his/her studies, or within six months 
after employment, whichever comes earlier. This 
product has also been well received by members. 
As of 30 June 2014, the student loan portfolio had 
increased to a sanctioned amount of Nu.70.09 
million from Nu. 59.48 million. Currently, the 
Student loan portfolio has 225 clients.

3.2.4	 Risk Management policy

The NPPF has a well established governance 
structure for risk management. The Internal 
Audit and Credit Review Units are responsible 
for ensuring compliance with the policies and 
regulations. At the same time, every effort is made 
to minimize the risk of default through stringent 
appraisal and monitoring system. However, despite 

strict adherence to risk control measures, as 
compared to the other financial institutions, there 
was an increase in overall non-performing loan 
(NPL) ratio from 0.7% to 1.69% during the current 
year. This increase of the NPL ratio is comparable 
to that of the other financial institutions as a result 
of the slowdown in the real estate market. 
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CHAPTER 4: REAL ESTATE MANAGEMENT

Today, NPPF is one of the biggest real estate 
developers in the country. Apart from providing 
affordable apartments on rent, NPPF has been 
instrumental in containing the increase in rental 
charges in the market by maintaining its own 
rents at reasonable levels. It would be reasonable 
to surmise that without the NPPF’s restraining 
influence on house rents, housing occupancy in 
the market would have been much higher than 
what is prevalent today. 

During the year, NPPF introduced several new 
initiatives in managing its real estate assets. 
These include the Home Ownership Program 
and finalization of the Home Ownership Policy 
and manual papers. As a pilot project under the 
Home Ownership project, the NPPF will soon 
begin the construction of a building in Thimphu 
under its direct supervision. The construction will 
be executed departmentally in order to find out 
the real cost of construction and thereby ascertain 
the actual cost of homeownership. Through this 
project, NPPF hopes to provide affordable housing 

by reducing the construction cost through the use 
of different types of materials. If this pilot project is 
successful, it will be repeated in other Dzongkhags 
for the benefit of our members.

As a part of its corporate social responsibility 
(CSR), the NPPF constructed a Day Care Center 
in its housing colony in Thimphu for the benefit 
working parents. The Center is catering to many 
children from the colony, and we have received 
positive feedback from many parents. 

In a significant step, the NPPF carried out a review 
and revision of its Housing Management Rules 
and Regulations to bring about consistency with 
the Tenancy Act. The revised Regulations which 
were implemented from July 2013 have not only 
improved the welfare of the tenants by protecting 
their rights, but also streamlined many other issues 
confronting the NPPF.

During the year, NPPF completed the construction 
of its corporate head office at Chubachu. It is 

a landmark building with modern 
amenities located in the center of the 
City. Once the NPPF shifts to the new 
building, it will improve the working 
environment and help improve services 
to the members. Also, it will generate 
more returns as some portions of the 
building have been rented out to the 
Bhutan Power Corporation, the Credit 
Information Bureau and several private 
offices and shops.  Furthermore, with 
the completion of three residential 
buildings in NPPF colony in Thimphu 
each of which has 20 units, the NPPF 
made a significant contribution in 
increasing housing stock in the capital. 
The apartments have all been rented 
out, which has helped many members 
meet their housing requirements.
The “special real estate project” that is 
being carried out by the NPPF on behalf 
of the Ministry of Health and the Ministry 
of Finance is also nearing completion.  

The construction of three residential buildings 
in Phuentsholing for the Ministry of Health is 
expected to be handed over to Health and Finance 
Ministries by the deadline of November 2014. This 
will help the Phuentsholing General Hospital to 
accommodate its doctors and support staff in the 
hospital complex.

Phuentsholing faces an acute shortage in housing 
as a consequence of which many Bhutanese live 
across the border in India. With a view to contribute 
towards addressing the housing shortage in 
Phuentsholing, NPPF plans to construct 108 
apartments in the area near Norgay Cinema Hall. 

The consultancy work for the residential cum 
shopping complex has been completed and the 
project is expected to commence shortly. At the 
same time, we also plan to alleviate the housing 
shortage in Samdrup Jongkhar through the 
construction of one Class II type building.

As of 30 June 2014, NPPF has real estate assets 
worth Nu. 496.90 million accounting for 2.84% of 
the total Fund. The rental income from real estate 
operations as of June 2014 amounted to Nu. 40.85 
million which is  equivalent to 3.20% of the total 
revenue.

Sl. No. Location No. of Buildings No. of Flats Annual Rental Income

1 Thimphu 45 414 26,450,100

2 Phuentsholing 37 296 11,684,527

3 SamdrupJongkhar 7 69 2,199,814

4 Samtse 3 20 517,240

Total                  40,851,681 

Table 4.1 Location wise rental income details



2726 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4

CHAPTER 5: ONE STOP SOLUTION CHAPTER 6: INFORMATION AND COMMUNICATION TECHNOLOGY

As NPPF considers our members to be the most 
valuable asset, we continuously strive to exceed 
their expectations by recognizing and anticipating 
their needs. Therefore, the “One Stop Solution” 
(OSS) was created to provide a one window 
solution for all our members and beneficiaries.

The OSS manages online application registration, 
SMS and Email services. All enquires about loan 
and pension related issues are handled by the 
OSS. Recognizing that excellent customer service 
starts by first taking the time to get to know the 
customer, OSS also periodically gathers feedback 
and suggestions so that it can continuously 
improve its service.  It also caters to customer’s 
grievances and assists all the clients.

OSS has been constantly involved in updating 
our member’s information and coordinating with 
our regional offices in Phuentsholing, Gelephu, 
Mongar and SamdrupJongkhar. 

Currently, the OSS is formulating plans to enhance 
its systems with the objective to take the services 
closer to the members. It is therefore continuously 
improving service delivery through robust online 
services and self-help desk facilities.

SMS Services - 1101

pfbal NPPFNumber

loanbal AccountNumber

Modern businesses all over the world rely on IT 
systems to function and maintain high standards 
of efficiency and customer service. Accordingly, 
NPPF invests heavily in its IT system and today 
uses advanced technology to manage its 
operations. During the year, the IT Department 
introduced several initiatives to improve the 
systems. These include customizing the human 
resource management, inventory management, 
asset management and real estate management 
systems. The customization of human resource 
management system has been completed and 
is being implemented in the office. At the same 
time, with assistance from the ADB, NPPF was able 
to construct a data center and has ordered high 
value equipment such as servers and data storage 
facilities. With their procurement, the NPPF will be 
able to efficiently manage its systems with high 
speed connectivity, and up-to-date equipment 
and state of the art technology.

Other initiatives include enhancing the online 
security system. In this regard, NPPF procured 
and installed the “Unified Threat Management” 
(UTM) as an additional security to the existing 
firewall. With the installation of UTM, the NPPF’s 

network now has two layers of security protection. 
Further, in order to simplify reconciliation of our 
accounts with banks, enhancement of Ascend 
Banking Solution (ABS) system was carried out by 
incorporating an automatic bank reconciliation 
process feature in the ABS. 

The importance of a dynamic MIS system cannot 
be overstated in a modern management system.  
NPPF is currently in the process of building a 
comprehensive business intelligence solution in 
developing a dynamic MIS system. This will enable 
sharing of information among staff at all levels 
and facilitate real time decision making.

Apart from upgrading our servers to remove 
clutters and enable distribution of work, we have 
developed plans to enhance and upgrade the 
existing Civil and Armed Forces Pension systems 
to higher levels. With a new system in place, the 
pension and provident fund system will have 
all the features necessary to accommodate the 
envisaged reforms. Furthermore, the online 
systems will continue to be up-graded so that the 
members will be able to access their pension and 
provident fund information easily on line. 
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CHAPTER 7: HUMAN RESOURCES

Recognizing that human resource is the key 
to success, NPPF continues to accord the 
highest priority to enhancing human resource 
development and welfare of our staff. Some of the 
programs include the encouragement of on-the-
job learning and enhancing productivity through 
multi-tasking. 

As part of a program for employees’ professional 
development, a total of   73 employees underwent 
various ex-country and in-country training 
programs. Twenty two employees attended 
eight short-term ex-country training programs, 
and 65 employees attended 16 short-term in-
country training programs. One significant area 
of HR development program was in the area of 
customer service. NPPF organized a week-long 
Culture-Based Customer Care training program 
at the Institute for Management Studies (IMS) for 
21 mid-level and support staff. This has proven to 
be highly beneficial to the NPPF in improving its 
customer services.

In order to reward dedicated and deserving officials 
appropriately, NPPF has been strengthening its 
Performance Management System (PMS) based 
on its past experience. The latest revision of the 
PMS includes the infusion of the concepts of 
Balanced Score Card (BSC) and alignment of 
individual performance targets with that of NPPF. 
The system has also been incorporated in the HR 
system, which is being developed currently.

NPPF also adopted its revised Service Rules during 
the year as a timely response to the needs and 
challenges of changing times. The revision was 
made in order to strengthen the governance 
structure of the NPPF for the success and growth 
of the organization.

We would also like to place on record our 
appreciation to Mr. Bachu Phub Dorji for his 
significant contribution during his tenure in the 
Board. Mr. Bachu Phub Dorji resigned as the 
representative of the RCSC from the Board who 
had served as its Director since June 2010. The 
NPPF had benefitted immensely from his valuable 
contribution and support as a Board member. 

FUTURE PLANS

NPPF believes in making progressive changes 
to ensure high quality service delivery and, 
therefore every year, policies and programs are 
reviewed, formulated, and implemented taking into 
consideration the long term sustainability of the 
pension plan. Accordingly, it ensures that the policies 
and programs of the NPPF are consistent with its 
5 Year Master Plan and aligned with government 
policies and the Eleventh 5 Year Plan. 

With the proposed revision of civil service pay scales 
in the pipeline, the NPPF is concerned about the 
projected increase in its liability. Accordingly, it is 
proposing several reform measures to counter 
the increase in liability in case the proposed 
salary revision is passed. In this regard, with 
the support of consultants under an 
ADB technical assistance project, 
the NPPF is reviewing actuarial 
valuations and developing 
proposals and reforms that 
are required to ensure the 
sustainability of the pension 
scheme. At the same time, 
the NPPF will continue 
to strongly pursue with 
the government to pass 
the draft of the National 
Pension Policy which 
will pave the way for the 
passage of the National 
Pension Act. 
Investment options within Bhutan 
continued to remain limited, often 
forcing NPPF to resort to a sub-
optimal investment strategy. However, 
future investment prospects are improving and 
NPPF will pursue its long term strategic investment 
plans in line with its 5 Year Master Plan for 2013-
2018. 

NPPF continues to remain one of the biggest real 
estate developers in the country. In this respect, 
it plans to promote homeownership to provide 
an opportunity to every member to own a decent 
house or an apartment of their own. NPPF is working 
progressively to build affordable flats which our 
members can purchase through our home ownership 
loan scheme. This will not only promote public-
private partnership but will also encourage our 
members to inculcate the habit of bank savings. In 
this regard, this scheme will not only greatly benefit 
the members in particular but also the country as a 
whole in addressing the housing shortage.

Studies have shown that Bhutanese generally have 
a low savings habit. This often leads to destitution 
in old age. In this respect, NPPF has been carrying 
out studies to find out possibility of implementing 
a Voluntary Savings Scheme which will help the 
members to have savings for their old age aside 
from the pension paid by NPPF.

NPPF is embarking on a very ambitious plan to 
implement ISO 10002  Service Standards, or at 
least the International Social Security Association 
Standards, which will help achieve operational 
efficiency, resolve complaints by adopting more 
customer focused approach, engage staff with 

new customer training opportunities and 
monitor and continually improve 

our business handling process.

Technology is at the forefront 
of all of NPPF’s operations. 
Huge investments have 
been made in technology 

to enhance efficiency in our 
systems. Today, studies are 

underway to continuously 
improve services with 
the help of technology in 
providing information on 
their desk and through 
mobile phone applications. 

This will greatly help 
members’ access information 

from anywhere and anytime 
without having to visit NPPF office.

Ever since its ground establishment by 
the Fourth Druk Gyalpo in 1998, the NPPF has 

come a long way. Though compact and a growing 
organization, in just over a decade the NPPF has 
climbed appreciable heights. From promoting 
environmental development through hydropower 
green development to selfless dedication to our 
members, we are glad that we are a part of this 
progress and professional development. Further, the 
NPPF expresses its dedication and its commitment 
to reach more of the population and deliver more 
of its services efficiently. Therefore, we place high 
accord on the cooperatives that our members have 
showered on us. The journey is long and challenging 
and we welcome your active participation in this 
expedition. 

Together, we look forward for continued efforts to 
promoting Gross National Happiness. 
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ADFIAP Awards 2014 cites members’ 
outstanding achievements

In recognition for their contribution to the sustainable de-
velopment of  their respective countries, thirteen (13) mem-
ber-institutions were honoured the ADFIAP “Outstanding 
Development Project Awards” during the 37th ADFIAP 
Annual Meetings held in Moscow, Russia on April 23-25, 
2014.

The winner for this year’s Awards in Environmental Devel-
opment Category is:

NPFF’s “From the Strengths of  Hydro-Power to Sustain-
able Green Development: Dagachhu Hydro-Power Project 
in Bhutan”. 
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5958 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4



6160 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4



6362 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4



6564 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4



66 1 4 t h  A n n u a l  R e p o r t  2 0 1 3 - 2 0 1 4


