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Chairman, Fl's Board
CEO(s), all Fls
Thimphu: Bhutan

Subiect: Directive on Policv Action in response to COVID-19
Dear Sir(s),

ln view of the ongoing pandemic and based on the outcomes of risk assessment
exercise and stress-test conducted by the RMA and financial institutions, the
financial institutions are hereby required to take the following policy actions:

1) No Dividend Payout for the year 2020:
a) ln view of the uncertainty posed by the COVID-19 pandemic, it is imperative

b)

that financial institutions continue to conserye capital to support economy and
absorb losses.
ln order to strengthen the financial institution's balance sheet and support
lending to the economy, financial institutions shall not make any dividend
payment for the year ending 2020.

2) Gapital Management and Recovery Planning:
a) Given the ongoing monetary support measures, the full effect of the COVID19-related economic shock on the financial sector may not have fully
materialized yet.

b) This persisting uncertainty calls for financial institutions to continue conducting
stress-fest and various scenarios analyses to assess the capital resilience

c)

and provide useful and timely information to their board for appropriate policy
direction.
Based on the outcome of stress-test, financial institutions are required to
come up with capital managemenf and capital recovery plan.

3) Enhance Credit Risk Management Practices:
a) The impact of the COVID-19 pandemic on asset quality is expected to be a
key challenge going foruvard amid the prospective macroeconomic
deterioration.

b) Financial institutions should therefore remain cautious on your credit risk
outlook and focus on enhancing the adequacy of credit risk
management strategy with a view to fostering timely identification,

c)

measurement, efficient monitoring and controlling.
Financial institutions should take proactive measures to assess and manage
risk by (i) engaging with borrowers more directly on their recovery prospects
and (ii) assess the quality of loan portfolios to identify the sectors that are
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affected by the pandemic. All these will enable financial institution's to
identify loans with higher credit risk and understand if any interventions are
needed.
4) !mprove Overall Risk Management Framework and Practices:

a) Financial institutions are also required to improve their overall risk
management framework (risk identification, measurement, monitoring
and controlling) and practices commensurate to its risk profile to ensure
stability and to take into account the unique characteristics of this crisis.
b) With the implementation of risk-based supervision, RMA will focus on the
financial institution's risk management framework and control functions.

s) Operational Resilience:

Financial institutions kept their businesses running during the COVID-19
pandemic, with no major incident of business disruption attributable to the
pandemic reported. However, as financial institutions are exposed to various
types of risk such as cyber risk (fraud), information technology (l! risk and
employees (remote working), financial institutions are required to ensure that
appropriate technologies and adequate resources are in place to address
data integrity, business continuity and increasingly sophisticated cyber threats.

lmplementation of the above policy actions shall be monitored and validated by the
RMA.

We thank you for your continued co-operation and support.

Yours Sin

(Dasho Penjore)
GOVERNOR
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