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MISSION STATEMENT

“Your Relationship Bank’

VISION
“To gain regional
recognition by being #1
in all our services and
work culture”

OUR PURPOSE
“To provide financial
choice through
innovation”

i

OUR VALUES

Integrity
Innovation
Leadership

Teamwork
Discipline
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Mr. Sonam Phuntsho Wangdi, Chairperson, appointed on 14th February 2014 representing the National Pension and
Provident Fund. Mr. Sonam is currently the Joint Secretary in the Ministry of Economic Affairs and has held several senior
positions in Ministry of Trade and Industry. Before his transfer to the Ministry in 2000, he served about a decade in the
corporate sector as founder managing director of Bhutan Agro Industries Ltd. Mr. Sonam Phuntsho Wangdi has a Masters
degree in International Law and Economics from the University of Bern, Switzerland.

Dr. Pema Choephyel, Director, appointed on 14th February 2014 as an independent director on the board. He is currently
the Director of the Bhutan Trust Fund for Environmental Conservation. Dr. Pema Choephyel’s career has covered
environmental conservation, research in renewable natural resources and commercial finance. He began his career with
the Royal Civil Service Commission; as a civil servant he held various positions as the Principal at Royal Veterinary
Institute, Department of Animal Husbandry, Pedagogic Head (VP) at the Natural Resources Training Institute, Chief
Research Officer, Chief Extension Officer, Director, Council of RNR Research of Bhutan and as an Advisor to the Bhutan
Development Finance Corporation Limited. A graduate of Bombay Veterinary College, Bombay, India, Dr. Pema Choephyel
received his master’s degree in Rural Development and Communication from Lincoln University, New Zealand in 1991.

Mr. Kunzang Dechen, Director, appointed on 14th February 2014 has a master’s degree in International Relations from the
University of Hawaii and a Post Graduate Diploma in US Economic Policy and Domestic US Legislation from Georgetown
University, Washington DC, the United States. During his post graduate studies in the US, he also worked as a research
intern in the International Relations Division at the East-West Center, Honolulu for two and a half years. He served in the
Foreign Service for 10 years and last served as the Head of the Economic Division at the Royal Bhutanese Embassy in New
Delhi. Thereafter for the last thirteen years, he has worked extensively as a consultant for the Royal Government of Bhutan
and with various international development agencies, primarily the EU, ACB and the UNDP. He has also worked part-time
as the Senior Policy Advisor to the UNDP.

Mr Ugyen Namgyal, Director, appointed on 14th February 2014 as an independent director on the board is the Director
of Finance in Bhutan Development Finance Corporation for 6 years after which he took over as the CFO in Druk Green
Power Corporation and has been in the current position for the last 3 years. Mr. Ugyen is a member of the CPA Australia
with Bachelors in Business from University of South Australia and has a Bachelor of Commerce (Hons) degree from
Sherubtse College, Kanglung.

Dr. Damber Singh Kharka, Director, appointed on 14th February 2014is an economist with long years of experience in
training, consulting and research in different disciplines of management that he accumulated through his nineteen years
academic career at the Royal Institute of Management. His strengths are in areas of Economics, Corporate Governance,
Finance and Human Resources. He had very successfully transited from the world of academia to a corporate world.
Besides having provided consulting and training services for several years, he also has to his credit many papers published
at the national, regional and international publications. He is a person of a very good blend of conceptual knowledge and
practical experiences in the Bhutanese corporate world. Damber is currently working as a Director at the Druk Holding
and Investments, an organization that is mandated to act as the investment arm of the Royal Government of Bhutan.

Mr. Harish H. Engineer, Director appointed on 14th February 2014 is the IFC Nominee Director on the bank’s board. He
has served as the Head of Wholesale Banking at HDFC Bank Ltd. and served as its Head of Financial Institution Group since
November 1999 and Head of Corporate Banking since July 1994. Mr. Engineer has been Independent Director of Navin
Fluorine International Ltd. since October 23, 2013. He has been a Director of Infrastructure Leasing & Financial Services
Limited since March 2014 and an Independent Director of Federal Bank Ltd. since October 19, 2013. Mr. Engineer served
as an Executive Director of HDFC Bank Ltd. from October 12, 2007 to September 30, 2013. Mr. Engineer holds a Bachelor
of Science degree in Physics and Chemistry from the University of Mumbai and a Diploma in Business Management from
Hajarimal Somani College, Bombay. Harish brings with him around 45 years of enriched experience in the field of finance
and banking, being associated with HDFC Bank in various capacities since 1994. He retired in October 2013 as Executive
Director on the Board, being responsible for Wholesale Banking including International Banking.
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i. Philosophy of Corporate Governance

Bhutan National Bank’s corporate governance philosophy encompasses not only regulatory and legal
requirements, but also several voluntary practices aimed at a high level of business ethics, effective
supervision and enhancement of value for all stakeholders.

Ii. Whistle Blower Policy

BNB has formulated a Whistle Blower Policy for the bank. In terms of this policy, employees of BNB
are free to raise issues, if any, on breach of any law, statute or regulation by the Bank or any of its
employees / directors and on the accounting policies and procedures adopted for any area or item
and report them to the Audit, Compliance & Grievance Committee through specified channels. This
mechanism has been communicated to all concerned of the bank.

iii. Prevention of Insider Trading

In accordance with the requirements of BNB’s Corporate Governance policy and requirement by
RMA, the regulatory authority for equity trading on exchange, BNB has instituted a comprehensive
guidelines / code of conduct for prevention of insider trading.

iv. Code of Business Conduct and Ethics

The Board of Directors of the Bank adopted a comprehensive Code of Business Conduct and Ethics
primarily by strengthening and providing illustrative guidance on the existing Code of Business
Conduct and Ethics approved by the Board. The code aims at ensuring consistent standards of conduct
and business ethical practices across the bank.

v. Board of Directors & Board Committees

The Financial Services Act of Bhutan 2011 states in section 63 (d) and (e) “every financial institution
shall have Board of Directors comprising of not more than 7 directors including the chairman of
which two will be Independent Director. Furthermore RMA Corporate Governance Policy 2011 states
in section 5, clause ii, d, “Directors of a regulated entity shall be elected by shareholders for a term of
one year. Directors may stand for re-election.”

BNB has a Board constituted in compliance with the regulatory and statutory guidelines & laws and in
accordance with best practices in corporate governance. The Board functions either as a full Board or
through various committees constituted to oversee specific operational areas. At BNB, we believe that
governance is focused not only on the boardroom but across the business. The bank believes that good
governance ultimately produces in better business and improves long term performance. The work of
the board should complement, enhance and support the work of the management.
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The Board has constituted four board committees, namely, Board Governance, Recruitment &
Remuneration Committee, Board Audit, Compliance & Grievance Committee, Board Credit,
Risk Approval & Management Committee and the Board Investment, Asset Liability Management
Committee.

Board Governance,
{ Recruitment &
Remuneration
Committee

‘ Board Credit, Risk
( Approval &
Management )
Committee

At December 31, 2014, the Board of Directors consisted of 7 members. There were four meetings of
the Board during fiscal year 2014. The names of the Directors and the details of their attendance at
board meetings are set out in the following table:

Name of Member No. of Board Meetings attended

Mr. Sonam P Wangdi, Chairperson 4
Dr. Damber Singh Kharka, Director
Dr. Pema Choephyel , Director

Mr. Ugyen Namgyal, Director

Mr. Harish H Engineer, Director
Mr. Kunzang Dechen , Director

Mr. Kipchu Tshering, CEO/Director

O O O N
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The Board is assisted by Mr. Sonam Tobgay, Dy CEO who is the Member Secretary to the board. The
Company Secretary ensures that the board receives adequate and detailed information in a timely
manner to enable full and proper consideration of agenda items. We believe this practice helps board
directors make informed and sound decisions.

Directors are also granted an indemnity from the company in respect of liabilities incurred as a result
of their office. In respect of those matters for which they cannot be indemnified, the bank maintains
appropriate director liability insurance for the benefit of directors.

COMPOSITION OF BOARD COMMITTEES

The Board Governance, Recruitment & Remuneration Committee comprised of 4 Directors and was
chaired by Mr. Sonam P Wangdi. There were five meetings of the Committee during the year. The
details of the composition of the Committee and attendance at its Meetings are set out in the following
table:

Name of Member No. of Meetings attended

Mr. Sonam P Wangdi, Chairperson 5
Mr. Kunzang Dechen , Director 5
Dr. Pema Choephyel, Director 5
Mr. Kipchu Tshering, Director 5
Mr. Gyam A.D.Namgyal, Chief Resource 3

The Board Audit, Compliance & Grievance Committee comprised of 3 Directors and was chaired by
Dr. Pema Choephyel. There were four meetings of the Committee during the year. The details of the
composition of the Committee and attendance at its Meetings are set out in the following table:

Name of Member No. of Meetings attended

Dr. Pema Choephyel, Chairperson 4
Mr. Sonam P Wangdi, Director 4
Mr. Harish H Engineer, Director 4 (in consultation)
Mr. Tashi Dorji Rinchhen, Head, IAD 1
Mrs. Deki Wangmo, Head, IAD 2
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The Board Credit, Risk Approval & Management Committee comprised of 4 Directors and was chaired
by Mr. Kunzang Dechen. There were seven meetings of the Committee during the year. The details of
the composition of the Committee and attendance at its Meetings are set out in the following table:

Name of Member No. of Meetings attended

Mr. Kunzang Dechen, Chairperson 7
Dr. Damber Singh Kharka, Director
Mr. Ugyen Namgyal , Director

Mr. Kipchu Tshering, Director

Mr. Tandin Dukpa, Chief Credit
Mr. Pelzore Rumba, Chief Credit

A = N Ul

The Board Investment, Asset Liability Management Committee comprised of 5 Directors and was
chaired by Dr. Damber Singh Kharka. There were two meetings of the Committee during the year. The
details of the composition of the Committee and attendance at its Meetings are set out in the following
table:

Name of Member No. of Meetings attended

Dr. Damber Singh Kharka, Chairperson 2
Mr. Ugyen Namgyal, Director 2
Mr. Harish H Engineer, Director 2 (in consultation)
Mr. Kipchu Tshering, Director 2
Mr. Sonam Tobgay, Dy CEO 2
Mr. Tandin Dukpa, Chief Finance 2

Annual General Meetings of Shareholders

The AGM provides the board and management with the opportunity to meet and engage directly
with our shareholders. Shareholders who are not able to attend the meeting are always encouraged
to send their representatives. The notices of meeting and related papers for the AGM are sent to the
leading newspapers and shareholders at least 21 days before the day of the meeting. The 18th Annual
General Meeting of Shareholders was held on 14th February 2014 at the conference hall, hotel Migmar,
Thimphu.

Dividend

For the year ended 31.12.2014, the 19th Annual General Meeting of Shareholders held on 6th March
2015 approved a dividend of 10% or Nu 1 per share (face value being Nu 10 per share). The dividend
was thereafter approved by RMA and paid to all shareholders in March/April 2015.
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It is Bhutan National BanKk’s belief that all stakeholders should have access to complete information

regarding its position to enable them to accurately assess its future potential. BNB disseminates

information on its operations and initiatives on a regular basis. BNB’s website serves as a key awareness

facility for all its stakeholders, allowing them to access information at their convenience. It also

provides comprehensive information on BNB’s business segments, financial performance, operational

performance, and other relevant information.

BNB’s annual financial results are published in the leading news papers in Bhutan and are also available

on the banks website for the information of general public.

Market Price Information

The reported high and low closing prices and volume of equity shares of Bhutan National Bank traded

during fiscal year 2014 on RSEB are set out in the following table:

Market Price

Month High Low No Of Shares Traded
January 350.00 300.00 3,861.00
February 350.00 335.00 4,382.00
March 390.00 390.00 4,000.00
April 300.00 282.00 11,966.00
May 320.00 290.00 19,170.00
June 290.00 280.00 39,531.00
July 275.00 275.00 900.00
August 27.50 26.00 187,040.00
September 28.50 26.00 79,820.00
October 29.00 27.00 658,060.00
November 28.00 26.50 173,400.00
December 30.00 27.00 778,680.00

1,960,810.00

Amount in Nu.

2,605,680.00
2,647,740.00
2,340,000.00
7,119,768.00
11,396,825.00
21,932,680.00
495,000.00
9,803,210.00
4,765,500.00
34,802,440.00
9,473,600.00
47,991,980.00
155,374,423.00
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Information on Shareholding
Shareholding pattern (above 5%) of Bhutan National Bank at December 31, 2014;

Shareholder Category % Holding

National Pension & Provident Fund 76,960,290 21.69%
International Finance Cooperation (IFC) 70,962,580 20%
Druk Holding & Investment 40,819,960 11.50%
Bhutan Trust Fund 15,576,870 4.39%
Public 150,488,000 42.41%
Total 354,807,700 100%

Address for Correspondence

Mr. Dorji Namgyal Rinchhen
Company Secretary

Head Office, Bhutan National Bank Ltd
Post Box 439, Thimphu, Bhutan

DIRECTORS RESPONSIBILITY STATEMENT

The Directors confirm:

« that in the preparation of the annual accounts, the applicable accounting standards have been
followed, along with proper explanation relating to material departures;

« thattheyhave selected such accounting policies and applied them consistently and made judgments
and estimates that are reasonable and prudent, so as to give a true and fair view of the state of affairs
of the bank at the end of the financial year and of the profit or loss of the Bank for that period;

o thatthey have taken proper and sufficient care for the maintenance of adequate accounting records,
in accordance with the provisions of the Companies Act 2000 and the Financial Services Act of
Bhutan 2011 for safeguarding the assets of the bank and for preventing and detecting fraud and
other irregularities; and

 that they have prepared the annual accounts on a going concern basis.

CLOSING STATEMENT
We will continue our focus on the future and building our key capabilities: people, technology,

12
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productivity and service. The Bhutan National Bank is fortunate to have a highly talented top executive
team led by CEO Mr. Kipchu Tshering. For the record, I would like to mention that all board directors
of the bank would join me in acknowledging that we are dependent on everybody within the bank at
every level and wherever they are, for their continuing commitment and loyalty. All of us who make
up the Bhutan National Bank are very proud of the bank’s place in Bhutan and its contributions to the
national economy. Everyone in the bank works hard every day to secure and enhance the financial
wellbeing of people, businesses and communities and to appropriately reward our shareholders for
trusting us with their investment.

ACKNOWLEDGEMENTS

Bhutan National Bank Limited is grateful to the Royal Government of Bhutan, RMA, Royal Audit
Authority and other statutory bodies for their continued co-operation, support and advice. Bhutan
National Bank wishes to thank its investors, the domestic banking community, RSEB and Registrar of
Companies for their support.

Bhutan National Bank would like to take this opportunity to express sincere thanks to its valued clients
and customers for their continued patronage. The Directors express their deep sense of appreciation
to all the employees, whose outstanding professionalism, commitment and initiative have made the
organizations growth and success possible and continue to drive its progress. Finally, the Directors
wish to express their gratitude to the management for their trust and support.

I also confirm that all Directors have atirmed compliance with Bhutan National Bank Code of Business
Conduct and Ethics as laid down in its Corporate Governance Policy for the year ended December
31, 2014.

S .= Y-

Sonam P Wangdi Place: Thimphu
Chairperson
BNB Board of Directors
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Five years ago the Bhutan National Bank embarked on a strategic
restructuring designed to correct the aspects of its operations and
business in order to achieve what the bank felt was key to the
future success of the company.

We are very happy to inform all shareholders that the strategic
restructuring done by the bank in 2009 is now beginning to show
results. After a moderate performance by the bank in 2013, the
expectations of the board of directors and shareholders were very

high for the year 2014. The management is pleased to submit that

the bank has succeeded in meeting those expectations for the year

which is clearly evident in the year’s financial statements and the dividend declared.

Some of the nancial highlights from 2014 are as follows*;

Gross Operating Income has increased by 16% from Nu. 1.281 bn in 2013 to Nu. 1.482 bn in 2014.

The interest from loans & advances recorded a growth of 7.86% over the last year, which largely
contributed to the increase in interest income and decrease in the interest expenses on fixed
deposits by about 20% primarily decreased the interest expenses.

The operating expenses have gone down by 6.15% (negative growth) during the year as compared
to a growth of 27% in the previous year. This was mainly due to decrease in the employment cost
by about Nu. 26 mn (-11%).

The Profit after Tax for the year stands at Nu. 714.22 mn, a growth of 48% over the previous year of
Nu. 482.73 mn. This was primarily due to increase in the Net Interest Income (18.74%), decrease
in operating expenses (-6.15%) and decrease in the provision charged for the year (-48.79%).

The size of the balance sheet recorded a growth of 13.48% as compared to decrease of 3.76% in
2013.

deposits has grown by about 13% as compared to -6.84% in the previous year;

The bond has increased to Nu. 850 mn from Nu. 350 mn (PY) with the issuance of Nu. 500 mn
worth bond under Economic Stimulus Plan initiated by Royal Government of Bhutan.

The investment which recorded a negative growth of 93% last year shows a growth of over 450%
in the current year and this was mainly due to investment in RMA Treasury Bill worth Nu. 1 bn.

Loans & Advances grew marginally by about 3%, an improvement from the previous year (1.72%);

* Figures are as per local accounting standards
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» Fixed assets grew by about 39% and the growth is mainly due to up gradation of core banking
solution and on-going construction of Corporate Office Building.

We would like to inform all shareholders that the bank sanctioned a total loan of Nu. 4,522.406 million
compared to Nu. 3,510.00 million in 2013 and total portfolio increased to Nu. 18,768.582 million as
on 31st December 2014 from Nu. 18,166.430 million in 2013. This was achieved despite advances like
Housing and Transport Sectors were allowed only in the 3rd quarter of 2014. There was no substantial
increase as personal loans had been capped at Nu. 500,000.00 and stringent lending regulations put in
place by RMA.

The net portfolio increased was Nu. 602.152 million only as the bank did well in terms of loan recovery.
The gross NPL reduced to 6.49 percent compared 7.80 percent in 2013. BNBL still maintains the
market share of 29.30 percent in the total credit portfolio in the country excluding NPPF as on the
31st December 2014.

The management of the bank with the guidance from the board of directors will continue to focus not
only on what we do but on how we do it and most importantly continue to find ways and means to
improve the core of the organization — customer service. We believe that in order to deliver sustainable
performance, we have to balance the needs of all our stakeholders across the short and long-term.
While 2014 has been a successful year for the bank, the board and management have set ourselves
stretching but achievable goals for the coming year and we are confident that with the continued
support of all employees of the bank, we will continue towards to be the bank all customers choose to
do business with.

Finance

The accounts for the year were prepared in compliance to Bhutanese Accounting Standards/
International Financial Reporting Standards as mandated by Accounting & Auditing Standards Board
of Bhutan. The previous year’s figures have been reinstated accordingly for comparison. However, the
compliance to central bank and tax are remitted based on the local GAAP.

FINANCIAL PERFORMANCE

Assets

The bank recorded a growth of 14% as at 31st December 2014 as against the negative growth of 4%
the previous year. The increase in the cash & cash equivalent specifically the investment in RMA TBill
contributed at large to the increase in the assets. The loans & advances to customers shows a marginal
growth of 3% over the last year.

15
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Liabilities

The increase in the total liabilities of Nu. 2.94 Bn was mainly due to increase in the deposits. Debt
issued and other borrowed funds increased from Nu. 354.37 Mn as at 31st December 2013 to Nu.
876.37 Mn as at 31st December 2014 due to issuance of Bond under RGoB Economic Stimulus Plan.

Net Interest Income (NII)

NII, which is the main source of income from fund based operation accounts for 89% of the total
operating income, an increased from Nu. 1.16 Bn in 2013 to Nu. 1.36 Bn in 2014. NII recorded a
growth of about 16.69% and the reasons for achieving the growth in NII in 2014 is attributable to
modest increase of 3.16% in Interest & similar income and decrease of 13.58% in Interest & similar
expenses.

Net Fee and Commission Income

The Net fee & commission income during the year under review increased from Nu. 82.01 Mn to Nu.
82.25 Mn recording a marginal growth of 0.29%. The Fee and commission income has increased by
1.68% whereas, the fee and commission expenses has increased by 25.84%.

Interest & Simular Income Interest & S

m2014 m2013
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Other Operating Income

Operating income which stood at Nu. 92.00 Mn in 2013 decreased to Nu. 85.38 Mn in 2014. The
7.19% decrease in the other operating income is due to decrease in the foreign exchange gains of Nu.
13.39 Mn during the year under review.

Operating Expenses

There was a marginal increase in the operating expenses of Nu. 5.29 Mn from Nu. 349.41 Mn in
2013 to Nu. 354.69 Mn in 2014. The personal expenses as a proportion of total operating expenses
excluding impairment has come down from 72.89% in 2013 to 68.53% in 2014, an improvement of
5.98% despite increase in the staff numbers and remuneration.

Impairment of loan losses

The total impairment of loan losses during the year increased to Nu. 1.47 Bn in 2014 from Nu. 1.35
Bn in 2013, an increase of 8.67% as against the decrease of 3.99% the year before. Despite reversal
on the Individual impairment and off balance sheet items, the additional charge of Nu. 140.85 Mn
under collective impairment during the year as against the write back of Nu. 20.83 Mn in 2013 largely
contributed to the growth of impairment of loan losses. During the year there was a net charge of Nu.
113.57 Mn as against the write back of Nu. 83.00 Mn in 2013.

Pre and Post tax profit

The profit before tax and after tax for the year ended 31st December 2014 was Nu. 1.06 Bn and Nu.
743.64 Mn respectively. The corresponding figures achieved in previous year were Nu. 1.07 Bn and
Nu. 759.13 Mn respectively. Although there was an increase of PAT by 47.95% under local GAAP, the
PAT under BAS/IFRS decreased by 2.04% which was mainly due to write back of provision charge
under BAS/IFRS in 2013.

Shareholders’ funds

The shareholders’ funds increased by Nu. 547.87 Mn from Nu. 6.342 Bn as at 31st December 2013 to
Nu. 6.890 Bn as at 31st December 2014, a growth of 8.64%. Stated Capital increased from Nu. 2.534
Bn to Nu. 3.548 Bn as at 31st December 2014 due to issue of 2:5 bonus shares. The impact due to
other comprehensive income on the shareholders’ fund amounted to Nu. 197.58 Mn. The 101st Board
meeting held on 6th March 2015 approved a cash dividend of Nu. 1 per share (10%) with a payout
ratio of 49.68% on PAT under local GAAP.

The basic earnings per share stood at Nu. 2.10 in 2014 as compared to Nu. 3 in 2013. The decrease in
the earning per share of 30% is due to 40% increase in the paid up share capital through bonus issues
in 2014.
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Profit before tax & Profit atter tax
1,200

1,000

Millions

800

600

FET PAT

m2014 W2013

Capital Adequacy Ratio& Liquid Asset Ratio
The liquidity ratio continued to be well above the statutory requirement of 20% due to excess liquidity
in the market. However, the bank managed to reduce the ratio to 42.52% in 2014 from 45.41% in 2013

as shown in the table below.

Shareholders' Fund (in Bn Nu)

m2014 w2013 m2013 January

The Capital Adequacy Ratio, which stood at 23.65% in 2013 has increased to 25.65%in 2014. The
adjusted qualifying capital fund increased by 12.46% as against the increase of 3.70% in total risk
weighted assets. Despite increase in the PAT by 47.95%, there is marginal increase of 4.44% in the Tier
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I ratio, which stood at 21.46%. This is mainly due to increase in the cash dividend, which has reduced
the retained earnings.

2014 2013 Statutory Re quire ment
Liquidity Ratio 42.52% 45.41% 20%
Capital Adequacy - Tier | 21.46% 20.55% Minimum is 5%
Capital Adequacy - Tier I & Tier II 25.65% 23.65% 10%

Strategy Management

To reach all citizens, the Bank began its aggressive expansion drive in 2011. Since then we have opened
three branches, 16 extension offices and 14 ATMs across the country. In 2014, we opened a branch
in Samtse and three more extension offices. With this we have covered 17 Dzongkhags and 11 urban
centers. By 2015, we hope to cover all Dzongkhags and key urban centers.

On the internal front, we introduced a platform where employees can take a day off from their regular
job to plan, design and implement an idea or improve existing processes. In 2014, 20 employees
presented five ideas which were endorsed by our Executives. Four of the ideas were to improve existing
processes and the fifth idea was to refocus on our slogan of “Your Relationship Bank” by creating a
reward system for our clients through philanthropy and recognition.

As our slogan “Your Relationship Bank” forms the bedrock of our culture, OSM has been focused on
designing strategies that will meet and exceed the aspirations of our stakeholders. A few key thoughts
that guide us to be the bank that you want us to be are: a) Continuous improvement of customer
experience through quality and speed of delivery, b) Optimizing usage of technology, c) building
ownership at all levels of the bank, and d) playing a leadership role in pushing the banking frontiers
of our country.

Credit

In 2015, the bank sanctioned a total loan of Nu. 4,522.406 million compared to Nu. 3,510.00 million
in 2013 and total portfolio increased to Nu. 18,768.582* million as on 31st December 2014 from Nu.
18,166.430* million in 2013. This was achieved despite advances like Housing and Transport Sectors
were allowed only in the 3rd quarter of 2014.

The bank, during the year managed to reduce the Gross NPL from 7.80% in 2013 to 6.49% and the net

* Figures are as per local accounting standards
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provision charged to Profit & Loss account has reduced by about 49% as compared to an increase of
100% in 2013. The Net NPA which was 0.88% in 2013 has decreased to -1.91%, which indicates that
the bank has maintained more provision against the total NPL.

The net portfolio increased was Nu.602.152 million only as the bank did well in terms of loan recovery.
The gross NPL reduced to 6.49 percent compared 7.80 percent in 2013.

We are happy to announce that BNBL still maintains the market share of 29.30 percent in the total
credit portfolio in the country excluding NPPF as on the 31st December 2014.

RESOURCE

Our profit per employee improved from Nu 1.14 million to Nu 1.63 million. In 2014, our staff strength
increased by 16 to 438 and during the year, 23 people resigned and recruited 39. The increase was
nominal considering that one branch was opened, one extension upgraded and three new extension

opened during the year. We are probably the only bank that is

Staff Strength totally managed by Bhutanese; from the CEO to our support
460 o St
440
120 Attracting and retaining employees
400 Our recruitment and retention strategies have been bearing fruit,
380 as we continue to be the employer of choice in the local market,
360 enabling us to select the best talents. For every job opening
11 12 13 14 announcement we make, we regularly receive more than 200
applications. And most of the people joining us tend to stay on
s s taff strength .
for the long haul; 69% of our employees have been with us for
Resigned more than 5 years.
Recruited
In 2014, we improved our on boarding processes for new recruits
Length of Service and training processes for our existing employees. With the

assistance of IFC and E&Y Sri Lanka, we conducted two major
in-house trainings on Risk Management and on the application
of IFRS accounting standards for more than 63 senior and mid-
level employees. More than 12 senior and mid level employees
attended the training on Trade Finance seminar training
conducted by ADB in Thimphu. We also sent out 117 employees
to India and other countries for trainings.

We also encourage our employees to continue to upgrade their

20

“Your Relationship Bank”



! Annual Report 2014

skills. Currently 34 people have completed their full-time
Gender balance MBA’s and 9 are in the process of acquiring them. Thirteen
300 have completed their University Degrees through the

250 continuing education schemes and 16 employees are in the

500 process of completing theirs. We also have 12 employees who

completed their Higher Secondary School while continuing
150 to be under the bank’s employment.
100
Performance Management System (PMS)

In 2009 we instituted our PMS which was loosely based

around the Balanced Scorecard format. Over the years we

50

11 12 13 14

have been continuously improving the PMS, however getting

= Male ®mfemale and using data continues to be a challenge. With considerable

hands on experience we believe that we are now in position to

leverage this system to extract and use information to further
improve our employees performance, our banks processes and products.

Information Technology

In May 2014 we completed our upgradation to Oracle’s UBS 12.0 Core Banking System (CBS). With
this upgrade we moved our CBS from a form based format to a web based format, which provides us
greater flexibility in customizing our products, greater customer interaction, creating widgets, and

apps.

OPERATION’S

The following are the Dzongkhag wise - geographical reach/ coverage as of December 2014

Dzongkhags

Branch
1 Bumthang o
Dekiling Trongsa Chamkhar Town
2 Trongsa Trongsa EO
Branch Office
3 Chhukha Phuentsholing Central Hotel
Tala
4 Gasa
Branch Office
5 Paro Paro
Bondey Bondey EO
Haa Haa Town Haa EO

7 Lhuentse
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Branch Office

8 Monggar Monggar Gyelposhing G‘yelposhing EO
Lingmethang
9 Pemagatshel
10  Wangduephod Branch Offi
SR Wangduephodrang Khuruthang sl =
11 Punakha BOD, Khuruthang
12 Samdrupjongkhar S/Jongkhar S/] Town Lower market
Branch Office
13 Samtse Samtse Gomtu
Gomtu EO
14  Sarpang Branch Office
Gelephu i el
15  Zhemgang Tingtibi Tingtibi EO
Bhutan Post - 2 nos
RICBL
JOJOs Bldg
JDWNRH
NPPF
16  Thimphu Thimphu
RTC
Motithang FCB, Motithang
Taba Taba EO
Olakha Olakha EO
Babesa Hejo
Branch Office
) Kanglung
17 Trashigang ; ; i
Trashigang Rangjung Rangjung EO
Wamrong
18  Trashiyangtse T/Yangste
19  Tsirang . Branch Office
Tsirang Dagapela
20  Dagana
Total 11 Branches 17 Extensions 33 ATM’s

The bank introduced a new scheme called “Piggy Bank Term Deposit” to cater to the demands of our
deposit customers. With regard to new branches and extentions, your bank opened a new branch
office at Samtse and upgraded the Gomtu as large Extension office. Three new Extension offices at
Samdrupjongkhar town, Babesa and Trashiyangtse were opened. In 2014, two new ATMs were opened
at Samtse Branch office and Hejo, Thimphu.
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On the deposit front, we would like to submit that there has been an increase in the number of
accounts by 7.73% over 2013. There has also been an increase of 8.39% in the total amount (deposit)
as compared to 2013.

Some Key Highlights for 2014;

Off Balance Sheet Items - Increase by 25.88%
MoneyGram - Increase by 35.15%
B-Wallet Service Users - Increase by 102%
Internet Banking Users - Increase by 13.17%
ATM Card Holders - Increase by 101%
Credit Card Holders - Reduction by 2.39%
Interest Expenses - Reduction by 4.2%
Operations Expenses - Reduction by 4.9%

We would like to take this opportunity to inform all our shareholders that the bank paid Nu 313
million as Corporate Income Tax to the National Exchequer thereby contributing to the nation’s
economy and development. We are confident that 2015 will be an even more successful year with
the plans and projects the bank has in place for the coming year. With the support of our able and
enthusiast employees and with the guidance of the board of directors, we believe that the shareholders
will continue to receive significant returns on their investment in the bank despite the challenges that
remain ahead.

In conclusion, we would like to express our deepest appreciation and gratitude to the Royal
Government of Bhutan, Ministry of Finance, Royal Monetary Authority (RMA) of Bhutan, Royal
Audit Authority, Company Re