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Bhutan Development Bank Limited

Report of the Board of Directors for the year 2011

1. Introduction
O hebalf of the Roard of Diractars of Rbitan Develapment Bank limited. | am pleased to present the 23™ Annual repe *. ¢

of frié Bank Tor the financial year ended 2011,

I would like to mention on the change that we witnessed in the Management of BDBL in the beginning of 2012 and
would like to take this opportunity v welcome the new Managing Director Mr. Pema Tshering who has taken over
the stewardship of the Bank. Mr. Pema Tshering has served in the Financial Sector for many years and we hope that
with his vast experience in thisss.ector, "BObL Whir cotinnag 1o ~grow* 14 petoineg a“hnatiDoedkaopinetBoakidnithac
Country. | would also like to take this opportunity to express our deep gratitude to the outgoing Managing Director,
Mr. Nawana Gvetse who has not only held several executive level pgil:gees 1i'tn€’ sahk“1ornany yedrs v daso
spearheaded the Bank as MD for more than nine years since 2003. He is largely instrumental in turning the BDBL from a
fledgling institution to a broad based and well established Development Bank as we see today. On behalf of the Board
or Dfitectors, share holders and on my own behalf, | would like to place on record his contribution to the Bank and wish
him a great future ahead in whatever he undertakes.
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In the nutshell, the total asset of the Bank has increased from Nu.4.24 billion in 2010 to Nu. 5.21 billion recording a
signiiticant growth of 23 percent during the financial year under consideration.

2.2. Revenue

During the financial year 2011, the Bank generated gross revenue of Nu.548 million as compared to Nu.416 million last
year pasting a growth of 31 percent. In comparison to target which was set at Nu.527million, the Bank has surpassed it
by a margin of 4 percent.

While the main sources of the revenue for the Bank is interest from Loans, other sources such as the commissions, service
charges and guarantee fees are increasingly becoming significant as the Bank attempts to improve and expand services
to the general public.

2.3. Expenses

During the year, the total expense for the Bank amounted to Nu. 343 million against Nu.238 million in the previous year.
17e overall ‘expense seemed to have drastically increased by almost 44 percent whilé the management expense that
amounted to Nu. 137 million was an increase from the past year by 23 percent. The expense which is about 7 percent to
total fund size of the Bank was however well wirﬂg the budaetsetfocthe veat..

The financial expense increased by 40 percent from Nu. 111 million in past year toNu.152 million this financial years. This
increase was mainly on account of the huge increase in the deposit liability of the Bank.

In the third category, despite improvement in the overall quality of loans, the write off/provision expense have increased
immensely to Nu.54 million from Nu.16 million the previous year. This was mainly because of the full provision kept
for Bhutan Concast and few other big projects which did not fare well in this financial year due to certain problems.
The Management is recommended to give priority on following up these projects and pursue an aggressive recovery
program to maintain the provision at the level comparable wigb-




and continuous efforts are being made by the Management to change the mindset and behavior of the sta
aking Banking activities wholesomely from their habituated focus on credit activity.

he financial year ending 2011, the Banking activity is operational in all the twenty nine Branches in the country. Within
span of two years, the deposit mobilization has picked up quite modestly and gained momentum as enumerated

ow:
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L_ Deposit Product ‘ Balance in 2010 Bili:lrll(:l.‘ on 2011 srowth in Percentage
Saving 7.\‘11.334 miliim;_ I 576 million B N 72% 7 N
R::curring 7 ] Nu. 36 million 50 mi]li.o-n_ o } B‘E) ‘ N - J
Fixed Deposii Nu. 71 09 million D 157 |ﬁi|li0n ] 44% -
Overall Nu.479 million Nu.783 million - ‘ 63% j

' the same manner, total numbers of saving accounts have also increased from 32,976 in 2010 t0 44,529in 2011, depicting
n increase by 35 percent. Out of these total numbers of deposit customers, only 1,931 customers are registered in the
lain Branch indicating that majority of these depositors are from the rural areas.

.3. Opening of New Branch Office

onsidering the larger social mandate, the Bank committed to increase its branch network in the country by opening
Tree new branches in Sibsoo, Gelephu and Yadhi in the year 2011. However, due to logistic and other operational
roblems, only one branch office could be opened at Gelephu during the year.

he openina of the new Branch at Gelpehu have larga"w-oengingdine ~peolad nonravee Farogs odec S2erpany
Dzonkhag including the Gelephu Thromdue as these geogs are near and more accessible to the new BDBL Branch
office. The new Branch at Gelephu has also helped in removing the security threat the people often faced in carrying the
money between the Dungkhag and the Branch office Sarpang. With this new office, the total number of Branch offices of
BDBL increased to 29 in 2011 thus expanding the Bank’s presence in the country.

T e eaeriive netdhcbrouPmankae serhlae RDBL . faatie npmineatly jn.the rutalateas and helips'the Bank to
meet its mandate of taking the Banking services to the door step of our rural population. Meanwhile, Mobile Banking
which literally means, a Bank on Wheels or a Bank on the Move is a primary feature of BDBL that covers almost all the
205 geogs. It is being carried out by our Product Service Officers in the Branch offices throughout the country bringing
immeasurable benefits to our rural people.

3.4. Launching of Smart Phone banking in BDBL's Branches.

Further improving and strengthening the field operating system and taking ICT down to the grass root, the BDBL
introduced and officially opened the Smart Phone Banking using what is known as “Personnel Digital Assistance” from
Shaba Geog Paro Dzongkhag in June,2011. Through the Smart Phone service, the clients could make the loan repayment,
make saving deposit live in the field and bank balance could be immediately made available thereby improving and
speeding up the service delivery and allowing more transparency since information recorded at the Banks server and the
field will always have to be matched.

The PDA services are also introduced in Haa and Wangdi Dzonkhags and are being piloted in these three Dzonkhags.
Once the services are established and the user friendliness confirmed, the PDA service would be replicated in all the
branches within one to two years which is expected to improve the efficiency and the effectiveness of the field operations
tremendously.

4. UNCDF/BASIX Micro-Finance Project

United Nations Capital Development Fund (UNCDF) has a special project called “Develop Savings Led Market leaders for
Inclusive Finance” for supporting Least Developed Countries (LDC) to promote savings culture among the poor people.
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BDBL has been fortunate to receive the technical grant assistance under the project for the period of four years from

December 2009 to December 2013. The main objectives of the Projects are:

) workshop were conducted In the tast covering all the siX tastern Dzongknags In 1ast quarter of

wareness on BDBL's policies and procedures, products and services by the Regional Office and the

ffices.

Increase access to savings, credit and other services in rural areas by enabling BDBL to provide these services

directly;

Encourage linkages between financial and non-financial services;

PDhemimm mm mdimdm e ke et el e . DD

eport 2011

A series of day lon
the 2011 to create

respective Branch
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Participants engrossed in the discussions during the sensitization workshop in the East.

These sensitization workshop was conducted for the newly elected Local Government Leaders and benefited a total
of 351 officials from the Eastern Dzongkhags comprising of Gups, Mangmis and Village Tshokpas. The workshop was
urmery ana trié parucipants téit'empowerea With 'tk new khowi€ade ana general dwareness they received on sDBL and

its services to the people. This exercise further strengthened the relationship between the Local leaders and Bank and
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Female, 44,
35%

Total 11

Male
9, 82%

Male, 81. 6
L 5%

Figure 3. In country training Figure 4. In-house Training

Further, BDBL has also conducted in-house training and workshops on ABS fresher course, Credit appraisal techniques
and business planning by the Credit Department where 125 employees had attended and benefited.

7. Future Plans and outlook

BDBL has emerged as the only development Bank in the country after functioning as the NBFI for more than two decades.
Being the development Bank and keeping true to its nomenclature, BDBL will continue with its rural focus and extend
its outreach to the greatest majority of the families living in the rural areas, play a lead role in mobilizing small savings,
support Micro, small and medium scale enterprise and help rural agriculture become commercially viable , thereby
uplifting the rural economy.

The Bank will therefore, strive to continually adjust to the changing business environment to be efficient, effective and
stay relevant at all times. The recent shift in focus to the mainstream activity brought in by the conversion to Bank needs
sudden structural adjustment. The organization structures will be realigned within first to second quarter of 2012
and made into one that shows a clear line of control, reflect transparency, accountability, make it more dynamic and

compatible to suit the requirement of the Bank.

Majority of the branch offices across the Dzongkhags and Dungkhags are located in area which are not suitable for
business and office lay oul not attuned to reflect the true business environment to the customers. The Management
will therefore, gradually relocate the branch offices to a more strategic place both in the Dzongkhags and Dungkhags
and ensure a standard office lay out in all of these offices in the near future. This move Is expected to improve the
presentimage of the Bank and help project BDBL prominently in the rural areas as a friendly banking partner enjoying

greater customers confidence and stakeholders satisfaction.

With Information Technology being the driver of the business in today's modern day world, the customers’expectation in
the rural market are no different from those of their urban counter parts. The bank alreacly has good network of IT with 25
out of 29 branches operating under CORE Banking Solutions. Riding on the sound network, the Bank hasa variety of
service channels in the pipeline for offer to the customers. The Bank will install 5 numbers of BDBL owned ATM services
facility in 2012 to start with in five separate business hubs in the country and gradually spread the services across the
country by piggy-bagging on the ATMs of other Banks. The bank will rehash and further expand customer base of SMS
service started in 2011 and start the internet banking within a year largely for the benefit of literate section of the society in
rural area. It will also introduce the utility bill payment system in collaberation with service providers and create opportunity

for the people, especially the rural communities to enjoy the pleasure of paying bills from comfort of their homes.
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With these few short term plans in store amongst others, we hope that the Bank is on the right track and that realization
of these plans will assist the Bank in fulfilling its larger social mandate as well as ensure its sustainability.

8. Conclusion

| would like to take this opportunity to thank the Board Directors and the Management for all the co-operation and
assistance given to me in the conduct of the Board as a Chairman. Only with their unfailing and continuous support, the
Bank has been able to achieve the kind of financial and operational results that we have seen through.

On behalf of the Board of Directors, | would like to place on record our sincere gratitude to the RGOB, Donor agencies

B o SRS
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Operation Highlight During the Year

Year Ended ( Amount in Millions) 2007 2008 2009 2010 2011
| Asset( million) 1,921 2,546 2,966 4,242 5211
Head Office/Main Branch 1,413 1,809 1,929 3,486 4,042
Branch Operation 508 737 1,037 757 1,169

Il Profit/loss Before

Corporate Tax 70 93 150 177 205
Main Branch 72 70 113 130 129
Branch Operation -2 23 37 47 76
] Disbursement 939 926 1,000 2,059 1,934
Main Branch 659 466 401 672 528
Branch Operation 280 460 599 1,387 1,406
IV Loan Outstanding 1,791 2,499 2,818 3,640 4,542
Main Branch 1,343 1,784 1,806 1,782 2,063
Branch Operation 448 215 1,012 1,858 2,479
\ On - Time Recover Rates
Main Branch 90% 93% 92% 94% 95%
Branch Operation 82% 91% 91% 93% 949%
Vi Portfolio at Risk (>90 days) 21.28% 18.22% 13.60% 11.33% 8.27%
Main Branch 17.51% 17.02% 15.03% 15.26% 8.74%
Branch Operation 25.06% 19.42% 12.17% 7.40% 7.87%
Vil Number of Active Accounts 17,596 18,627 19,923 25,292 28,895
2o SRR !
Main Branch 2007 2,112 2,608 2,578 2,535
Branch Operation 15,589 16,515 17,315 22,714 26,360
i 5,880 7,833 8,538 13,280 13,206
Main Branch 581 545 993 910 746
Branch Operation 5,299 7,288 7,595 12,370 12,460

83,188 9,1
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Nos. of Deposit Acct 10,947 15,879 32,976 44,529
Main Branch 293 657 1,394 1,931
Branch Operation 10,654 15,222 31,582 42,595

Corporate Deposit Amount © 1,398
Main Branch 1,398
Branch Operation -

Corporate Depositors 16
Main Branch i
Branch Operation =

Numbers of employee
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