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Report on the Audit of the Financial Statements

To the Members of the Bankof Bhutan Limited:

Opinion

We have audited the financial statements of Bank of Bhutan Limited (the Bank),which
comprise the statement of financial position as at December31, 2021,and the statement of
comprehensive income, statement of changes in equity and the statement of cash flows for
the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanyingfinancialstatements present fairly,in allmaterialrespects,
the financialposition of the Bankas at December31,2021and its financialperformance and
its cash flows for the year then ended in accordancewith BhutaneseAccountingStandards
(BAS).

Basis for Opinion

Weconducted our audit in accordancewith the International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Bankin accordancewith the ethical requirements that are relevant to our
audit of the financial statements in Bhutan, and we have fulfilled our other ethical
requirements in accordancewith these requirements. Webelieve that the audit evidencewe
have obtained is sufficientand appropriate to provide a basis for our opinion.

KeyAudit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significancein our audit of the financial statements for the financial year ended December
31,2021.Thesematters were addressed in the contextof our audit of the financialstatements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion

e
on these matters.



Key Audit Matter How the Matter was addressed

Impairment of Loans and Advances to Our Audit Procedure
Customers

We evaluated and tested the effectiveness of the
design and implementation of key controls
related to the credit approval process, post
approval credit management, loan grading
system, collateral monitoring and loan
impairment assessment, including testing of
relevant data quality and information systems.
We adopted a combination of risk-based and
random sampling approach in our loan review
procedures. We assessed the borrowers'
repayment capacity taking into account the
impacts of COVID-19 and evaluated the Bank's
loan classification, taking into consideration
post-lending investigation reports, borrowers'
financial information, collateral valuation
reports and other available information.
Furthermore, we evaluated and tested the design
and operating effectiveness of internal controls
related to disclosures of credit risk and

Since loan impairment assessment involves impairment allowance.
judgment and assumptions, and in view of the
significance of the amount (as at December 31,
2021, loans and advances to customers Our Results
amounted to Nu. 51,809 million, representing
51% of total asset), it is considered a KeyAudit The loan impairment process followedby Bank
Matter in our audit. were found to be adequate and reliable

The assessment of impairment of loans and
advances to customers involves significant
judgment. The Bank adopts an individual
impairment assessment approach for
individually significant loans; and a collective
impairment assessment approach for loans not
individually significant or not individually
impaired. Under the collective approach,
assessment of future cash flows for loan
portfolios is based on historical loss experience
of loans with similar credit risk characteristics,
with adjustments based on the impact from
changes of and uncertainties in the macro­
economic environment. The future cash flows
for loans without collateral or guarantees, or
loans that are not adequately collateralized,are
subjectto higher uncertainties.

considering the materiality of transactions and
the-observations.

Fair Value measurement of Financial Our Audit Procedure
Instruments

(Referto Note4.14to the financialstatements)

Fair value of financial assets and financial
liabilities are measured using valuation
techniques including the Adjusted Net Asset
Methodwhere the financialinstruments are not
quoted in active markets. The inputs to these
models are taken from observable markets
where possible. However, where this is not
feasible, a degree of judgment is required in
establishingfair values. This especiallypertains
to investments in non-listed private companies.
Judgmentsincludeconsiderationsof inputs such

The Bank has carried out the valuation of its
financial instruments per their policy which is
consistentwith prior years. Fairvalue estimation
for their investments in unlisted companieswas
based on recent financialdata receivedfrom the
underlying investments.

Wereviewed the valuationmethodologyofall of
the Bank's financial instruments including a
review of the controls over adjustments to
mitigatemodel limitationsand assumptions and
made some recommendations to make the
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as liquidity risk, credit risk and volatility that valuation policy more robust especiallyaround
involve a high degree of estimation and the valuationof unlisted companies.
judgment and could affect the reported fair
value of the financialinstruments. Our Results

The results of our testing were satisfactory,and
we considered the fair value of the financial
instruments (assetsand liabilities)recognizedto
be acceptable.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordancewith BAS,and for such internal control asmanagement determines
is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank's
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concernbasis of accountingunless management either intends
to liquidate the Bankor cease operations, or has no realisticalternative but to do so.

Thosecharged with governanceare responsible foroverseeing the Bank'sfinancialreporting
process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectivesare to obtain reasonable assurance about whether the financial statements as
a whole are free frommaterial misstatement, whether due to fraud or error, and to issue an
audit report that includes our opinion. Reasonableassurance is a high level ofassurance, but
is not a guarantee that an audit conducted in accordance with ISAswill always detect a
material misstatement when it exists.Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to
influence the economicdecisions of users taken on the basis of these financial statements.

As part of an audit in accordancewith ISAs,we have exercised professional judgment and
maintained professional skepticism throughout the audit. Our responsibilitiesare to:

i. Identify and assess the risks ofmaterial misstatement of the financialstatements,whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide basis for our opinion.
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The risk of not detecting material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions
misrepresentations, or override of internal control;

ii. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances,but not for purpose of expressing
an opinion on the effectivenessof the Bank'sinternal control;

iii.Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosuresmade by management;

iv.Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether material uncertainty
exists related to events or conditions that may cast significantdoubt on the Bank'sability
to continue as going concern. If we conclude that material uncertainty exists, we are
required to draw attention in our audit report to the related disclosures in the financial
statements or, if such disclosuresare inadequate, tomodify our opinion.Our conclusions
are based on the audit evidence obtained up to the date of our audit report. However,
future events or conditions may cause the Bankto cease to continue as a Going concern;
and

v. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures,and whether the financialstatements represent the underlying
transactions and events in a manner that achievesfair presentation.

We communicatewith those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significantdeficienciesin internal control that we identify during our audit.

We also provide those charged with governancewith a statement that we have complied
with relevant ethical requirements regarding independence, and to communicatewith them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance,we determine those
matters that were of most significancein the audit of the financial statements of the current
period and are therefore the key audit matters.Wedescribe these matters in our audit report
unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances,we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.
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From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor's
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

As required by Section266of the Companies"Act of Bhutan 2016,we enclose the Minimum
Audit Examination and Reporting Requirements as Appendix I with statements on the
matters specified therein to the extent applicable.

Further, as required under Section265of the CompaniesAct ofBhutan 2016,we report that:

a) We have obtained all the information and explanations, which to the best of our
knowledge and beliefwere necessary for the purposes of our audit;

b) In our opinion, proper books of account as required by law have been kept by the
Bankinsofar as it appears from our examinationof those books;

c) The Statement of Financial Position, the Statement of Comprehensive Income, the
Statement ofChanges in Equity and the Statement ofCash Flows dealt with by this
report have been prepared in accordancewith BAS;and

d) Based on the information, explanations and management representations received
during the course of our audit, the Bank has complied with other legal and
regulatory requirements to the extent applicable to the Bank.

ForRinzing Financial Private Limited
Firm LicenseNo. 1036380

Tashi Rinzing Schmidt
Audit Partner
CPALicenseNo. 34762

Date: AfOl'l 2 ~I n» ~V
Place:Thirnphu, Bhutan
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REPORT ON MINIMUM AUDIT EXAMINATION REQUIREMENTS

1. The Bank fulfilled all matters specified in clause A except those pertaining to
manufacturing activities and relative procurements, sales, marketing, etc.

2. Adequate documents and recordshave beenmaintained for loans and advanceswith
timely entries.

3. Proper records of transactions and contracts have been maintained with timely
entries in the books.

4. On the basis ofverificationof records, informationand explanationsgiven to us, we
noted that reasonable records have beenmaintained for the funds collectedfrom the
depositors and interest payments.

5. On basis of the verificationof records, informationand explanationsgiven to us, we
noted no permanent diminutions during the current year.

6. The financial statements prepared are in accordance in Bhutanese Accounting
Standards.

7. On the basisofverificationofrecords,informationand explanationsgivento us, non­
performing assets were noted and the requirements relating to provisioning have
been compliedwith during the current year.

8. On the basis ofverificationof records, informationand explanationsgiven to us, the
Bankhas assets hypothecated against loans.

9. On the basis ofverificationof records, informationand explanationsgiven to us, the
Bank has a system of monitoring projects for which loans have been provided to
ensure that loan amounts are used for the specified purposes and project activities
are progressing satisfactorily. ..

10. On the basis of verification of records, information and explanations given to us,
disposed assets are sold through open/ sealedbids.

11. On the basisof records, informationand explanationsgiven to us, we noted instances
of re-phasing/ rescheduling of loans.

12.On the basis of records, information and explanations given to us, we noted no
additional loans granted to those who have defaulted on payments of previous
advances.

13. On the basis of records, informationand explanationsgiven to us, we noted no write
-off of loans during the year.
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Computerized Accounting Environment

1. During the course of our audit, we have neither come across nor have been informed
of any failure or major weakness in the organizational and system development
controls and other internal controls relative to size and nature of the
computer installation.

2. According to information and explanation given to us, the Bank has adequate
safeguard measures and back up facilities.

3. Based on the information and explanations given to us, the Bank has set up an offsite
facility with Bhutan Telecom to store and back up files as a disaster recovery
measure.

4. According to information and explanation given to us, the operational controls are
adequate to ensure correctness and validity of input data and output information.

5. The Bank has adequate measures to prevent unauthorized access to the computer
installation and files.

6. Based on the information and explanations given to us, the Bank manages to ensure
that the new system are effectively managed to ensure completeness and integrity of
data as well as smooth operation of the system during data migration.

Going Concern Problem

The Bank has been making adequate profits in the past years and the financial position as
on the date of this report is healthy. There are no potential going concern problems for the
Bank as of the date of the audit report.

Adherence to Laws, Rules and Regulations

The audit of the Bank is governed by the Prudential Rules & Regulations 2017, Companies
Act of Bhutan 2016, and Bhutanese Accounting Standards. The scope of audit is limited to
examination and review of the financial statements prepared by the management. During
our audit/we have considered the compliance of the provisions of the said Act and By-laws,
2018 as well as the Bhutanese Accounting Standards.

For Rinzing Financial Private Limited
Firm License No. 1036 80

~
Tashi Rinzing Schmidt
Audit Partner
CPA License No. 34762
Date: AfTl\ 2'3 J ,?-O2,,1.,­
Place: Thimphu, Bhutan
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BANK OF BRUT AN LIMITED
STATEMENT OF FINANCIAL POSITION AS AT DECEMBER 31, 2021

ASSETS
Cash and Cash Equivalents
Balances with Central Bank
Placements with other Banks
Loans & Advances to Customers
Financial Investments
- Held to Maturity
- Available for sale
Investments in Associates
Other Financial Assets
Other Assets
Property, Plant & Equipment
Intangible Assets
Capital Work-in-Progress
TOTAL ASSETS
LIABILITIES
Due to Banks
Due to Customers
Current Tax Liabilities
Other Financial Liabilities
Provision for Liabilities & Charges
Retirement Benefit Obligations
Other Liabilities
Deferred Tax Liabilities
TOTAL LIABILITIES
EQUITY
Share Capital
Reserve Fund
Exchange Fluctuation Reserve
Retained Earnings
Asset Pending Foreclosure Reserve

AL EQUITY

TOTAL LIABILITIES &

Contingent liabilities
Bills for Collection

5.1
5.2
5.3
5.4

5.5
5.6
5.7
5.8
5.9
5.10
5.11
5.12

5.13
5.14
5.15
5.16
5.17
5.18
5.19
5.20

5.21
5.22
5.22
5.22
5.22

Significant Accounting Policies 1-4
Notes to Accounts 7
Disclosures Related to Abandoned Property 7.11
Macro Prudential Disclosures 7.12

2,546,846,131.32
29,855,260,739.57
1,432,377,600.00
51,809,256,672.98

3,609,845,434.02
28,400,237,730.08
1,828,976,800.00

47,482,630,031.17

11,743,289,351.98
474,699,649.00
44,779,500.00

1,134,686,023.39
56,348,240.63

1,237,101,938.10
264,358,577.79

93

18,760,406.32
88,526,349,604.07

103,194,110.76
2,167,963,279.48

. 9,116,736.79
243,756,704.00

1,279,809,132.10

3,000,000,000.00
2,310,179,262.68
318,197,898.97

3,565,825,528.95
352,012,297.00
48,672,180.00
311,027,800.34
241,630,97654
450,067,048.78
210,601,120.65

25,387,554.27
77,593,172,444.84

(48,046,219.44)
1,550,527,375.95

13,100,194.95
218,638,407.00
594,491,181.95
80,647,182.59

3,000,000,000.00
2,189,684,368.40
292,253,233.84

1,676,490,619.23

674,088,374.51
8,805,332.20

5.23
5.24

1,351,674,621.51
1,489,600.00

ForRinzing Financial Private Limited:

The above Statement of Financial Position should be read in conjunction with the accompanying notes.

Bank of Bhutan Limited:
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BANK OF BHUTAN LIMITED
STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED DECEMBER 31, 2021

(Amount in Nu.)

C ''t+ J&_ h:ti~iIJS ."··;j£;.i Note No. ~31 -~.
-'F~C:m;;: ~i&~~. r, 2021 Dt:Sj~r 31,2020

Interest Income 6.1 4,704,833,243.63 4,326,684,483.39
Interest Expenses 6.2 (3,603,367,752.11) (3,112,363,030.37)
Net Interest Income 1,101,465,491.52 1,214,321,453.02

Fees & Commission Income 6.3 445,096,302.22 346,143,857.36
Fees & Commission Expenses 6.4 (98,595,374.78) (80,807,554.25)
Net Gains from Trading of Foreign Exchange 6.5 103,778,660.54 141,287,344.04
Other Operating Income 6.6 102,524,398.51 90,129,639.87
Net Non-interest Income 552,803,986.49 496,753,287.02

Total Operating Income 1,654,269,478.01 1,711,074,740.04

Staff Costs 6.7 (664,263,799.46) (542,280,595.11)
Premises Costs 6.8 (64,158,632.21) (66,807,513.07)
General Administrative Expenses 6.9 (145,151,581.78) (216,270,899.75)
Depreciation on Property, plant & equipment 6.10 (65,300,759.27) (47,237,317.50)
Amortization of Intangible Assets 6.11 (54,761,793.78) (35,212,032.47)
Impairment reversal on loans and advances 5.4 & 6.14 52,375,319.52 1679,115,498.88\
Total Operating Expensesf(Loss) (941,261,246.98) (1,586,923,856.78)

Profit before Taxation 713,008,231.03 124,150,883.26
Tax Expenses 6.12
- Current tax (179,970,888.00) (17,711,396.00)
- Current tax - earlier year's (25,002,931.91) -
- Deferred tax 126,054,834.00) (18,922,689.00\
Net Profit for the year 481,979,577.12 87,516,798.26

Other Comprehensive Income-Items that will not be reclassified to P&L

Actuarial Gains j (Losses) on Retirement Benefits 9,403,928.52 10,014,170.00
Net Gainsj(Losses) from Financial Instruments designated at Fair Value 118,794,672.00 (66,996,010.00)
throughOCI
Other Comprehensive Income 128,198,600.52 156,981,840.00)

Total Comprehensive Income for the year - 610,178,177.64 30,534,958.26

Basic & Diluted Earnings Per Share 6.13 16.07 2.92

The above Statement of Comprehensive Income should be read in conjunction with the
accompanyingnotes.

For Bank of Bhutan Limited:

Ms. Tashi Rinzing Schmidt, CPA
Audit Partner
CPA License No. 34762
Date: APn' 2-~) ')Af"l...-'l--­
Place: Thlmphu, Bhutan

Mr. Tshering
Chairman, Boa

~ ?--'_
Mr. Dorji Kadin
Chief Executive Officer & Dire
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BANK OF BHUTAN LIMITED
STATEMENT OF CHANGES IN EQUITY FOR THE YEARENDED DECEMBER31, 2021

(Amount in Nu.)

As at January 01,2020 3,000,000,000.00 2,167,805,168.84 256,931,397.83 2,485,649,182.56 7,910,385,749.23
Profit for the year 2020 87,516,798.26 87,516,798.26

Exchange fluctuation adjustment (142,547,735.82) (142,547,735.82)

Refund on interest on loans (2,573,366.34) (2,573,366.34)

Dividends Paid (637,371,384.32) (637,371,384.32)

Transfer from other Comprehensive Income (56,981,840.00) (56,981,840.00)

Transfer to Reserve Fund 21,879,199.56 (21,879,199.56)
Transfer to Fluctuation Reserve 35,321,836.01
.As at December 31, 2020 3,000,000,000.00 2,189,684,368.40 292,253,233.84 7,158,428,221.46

,\ransfer of APF provision to Reserve 455,469,491.85 455,469,491.85

Profit for the year 2021 481,979,577.12 481,979,577.12

Exchange fluctuation adjustment 0.003 0.003

Refund on old Cash Warrants (30,000.00) (30,000.00)

Dividends Paid
Transfer from other Comprehensive Income 128,198,600.52 128,198,600.52

Transfer to Reserve Fund 120,494,894.28 (120,494,894.28)

-------
imited:
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M<.Tsherin~J.ng
Chairman,n4!rd Audit Commi

J(:;:l~
Mr. Dorji Kadin
Chief Executive Officer & Direc

Ms. Tashi Rinzing Schmidt, CPA
Audit Partner
CPA License No. 34762
Date: 1Wr( I 2--s. Z,0z-z­
Place:'Tl:~imphu,Bhutan
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BANK OF BHUTAN LIMITED
STATEMENT OF CASH FLOWS FOR THE YEAR ENDED DECEMBER 31, 2021

(Amount in Nu.)

Cash flows from operating activities
Profit before taxation
Add: Depreciation on Property, Plant & Equipment
Add: Amortization of Intangible Assets
Operating profit before changes in operating assets & liabilities
(Increasej/Decrease in operating assets
Balancewith RMAin CRRAccount
Loans& Advances to Customers
Other Financial Assets
Other Assets
Sub Total (Operating Assets)
IncreaseJ(Decrease) in operating liabilities
Due to Banks
Due to Customers
Other Financial Liabilities
Other Liabilities
Sub Total (Operating Assets)
Net cash (used in)Jgenerated from operating activities before
income tax

Ms. Tashi Rinzing Schmidt, CPA
Audit Partner
CPA Li~ No. 34762 ~
Date: r '1" I tl '2.r~ )s» z­
Place: Thimphu, Bhutan

II

713,008,231.03
65,300,759.27
54,761,793.78

833,070,784.08

(807,152,084.64)
(4,326,626,641.81)
(823,658,223.05)
185,282,735.91

(5,772,154,213.59)

(6,627,147.95)
10,933,177,159.23

617,435,903.53
883,747,953.19

12,427,733,868.00

7,488,650,438.49

124,150,883.26
47,237,317.50
35,212,032.47

206,600,233.23

578,675,954.94
(3,692,592,016.90)

14,378,271.67
(42,572,707.54)

(3,142,110,497.83)

(1,386,637.18)
18,356,264,787.72

294,783,844.03
(262,360,909.18)

18,387,301,085.39

15,451,790,820.78

For Bank of Bhutan Limited:

Mr. Tshering K
Chairman, Boar
BOBLll~ro-
Mr. Dorji Kadin
Chief Executive Officer &



ACCOUNTING POLICIES & NOTES TO ACCOUNTS



SIGNIFICANT ACCOUNTING POLICIES APPENDED TO AND FORMING PART TO
THEFINANCI~L STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2021

1. Corporate Information
a. Bank of Bhutan Limited (lithe Bank") is established under the Royal Charter in May 1968

and it is the only banking institute in the country until 1997. It acted as the Central Bank
of Bhutan till the Royal Monetary Authority of Bhutan was set up in 1982.The registered
office of the Bank is located at Norzin Lam, PO BoxNo. 102, Thimphu, Bhutan.

b. The Bank is a controlled company of Druk Holding & Investments (a Royal Government
of Bhutan undertaking). The Bank has been incorporated and registered under The
Companies Act of Bhutan, 2016with limited liability.

c. The Bank is governed by the Companies Act of Bhutan, 2016. Financial Services Act of
Bhutan, 2011 and other applicable laws, rules and regulations and guidelines including
Prudential Regulations issued by the Royal Monetary Authority of Bhutan (RMA).

d. Today, the Bank being the largest commercial bank in Bhutan, has its presence in every
Dzongkhag, and major towns through a network of 54 branch offices and few extension
offices. The Bank first rolled out Flexcube Core Banking Solution (CBS) in 2009; hence
banking operations were fully automated. Subsequently on April 151, 2016, The Bank
migrated into BaNCS CBSof Tata Consultancy Services. This paved a way for customers
to use the cutting-edge technologies for banking services.

e. The financial statements of the Bank for the year ended December 31, 2021 were
authorized for issue in accordance with the resolution of the Board of Directors dated
February zs=. 2022.

2. Bhutanese Accounting Standards (BAS)
The financial statements have been prepared in accordance with the Bhutanese Accounting
Standards (BAS), as notified under Accounting Standard Rules for Companies in Bhutan,
2015, issued by the Ministry of Economic Affairs of Royal Government of Bhutan.

3. Critical accounting estimates and assumptions

The preparation of the financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts in the financial statements.
Although the Bank regularly assesses these estimates, actual results could differ materially
from these estimates. Changes in estimates are recorded in the year in which they become
known. Actual results may differ from management's estimates if these results differ from
historical experience or other assumptions do not tum out to be substantially accurate, even
if such assumptions were reasonable when made. The said estimates are based on the facts
and events, that existed as at the date of statement of financial position, or that occurred after
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that date but provide additional evidence about conditions existing as at the statement of
financial position date. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying values of assets and liabilities within the next financial
year are discussed below.
a. Fair Value measurement of Financial Instruments

When the fair value of financial assets and financial liabilities recorded in the Statement of
Financial Position cannot be measured based on quoted prices in active markets, their fair
value is measured using valuation techniques including the Adjusted Net Asset Method
etc. The inputs to these models are taken from observable markets where possible, but
where this is not feasible, a degree of judgement is required in establishing fair values.

b. Impairment of Financial assets
The impairment provisions of financial assets are based on the BAS 39 "Incurred Loss
Model", under which the Bank uses judgement in making the relevant assumptions and
selecting the inputs to the impairment calculation, based on Bank's past history, existing
market conditions.as well as forward looking estimates at the end of each reporting period.

c. Impairment of non-financial assets
The Bank assesses at each reporting date whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is
required, the Bank estimates the asset's recoverable amount. An asset's recoverable amount
is the higher of an asset's fair value less cost of disposal and its value in use. It is determined
for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or group of assets. Where the carrying amount of
an asset exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount. Inassessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs of disposal, recent market transactions are taken into
account. If no such transactions can be identified, an appropriate valuation model is used.
These calculations are corroborated by valuation multiples, or other fair value indicators.

d. Useful lives of Property Plant and Equipment
The Property, Plant and Equipment are depreciated on a pro-rate basis on straight line
method over their respective useful lives. Management estimates the useful lives of these
assets as detailed in Note 4.5 below. Changes in the expected level of usage, technological
developments, level of wear and tear could impact the economic useful lives and the
residual values of these assets. Therefore, future depreciation charges could be revised and
could have an impact on the profit in future years.

e. Retirement benefit obligations
The costs of retirement benefits and present value of the retirement benefit obligations are
determined using actuarial valuations. An actuarial valuation involves making various
assumptions which may differ from actual developments in the future. These include the
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determination of the discount rate, future salary increases, mortality rates and future
pension increases. Due to the complexity of the valuation and its long-term nature,
retirement benefit obligations are sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.

i. Discount Rate
Discount rate is one of the key actuarial assumptions used to calculate the present value of
future liabilities when accounting for employee benefits in defined benefit obligations
(DBO) plan. BAS 19 states that the rate used to discount post-employment benefit
obligations shall be determined by reference to market yields as the end of the reporting
period on high quality corporate bonds. In countries where there is no deep market in such
bonds, the market yields on government bonds shall be used. The currency and term of
bonds shall be consistent with that of the currency and estimated term of the post­
employment benefit. As there is neither actively traded bonds in the market nor a long­
term yield curve for the economy, the discount rate has been derived considering the bonds
listed in the Royal Securities Exchange of Bhutan Ltd. and deposit rates for 7 - 10 years in
the banks.

ii. Salary growth rate
As per para 84 of BAS 19, 1/estimates of future salary increases take account of inflation,
seniority, promotion and other relevant factors, such as supply and demand in the
employment market." The assumed salary growth rate reflects expectation of salary
increment over the long term inclusive of annual increment and major salary revision every
3 - 5 years.

iii. Mortality Rate
As Bhutan does not have a standard mortality table adopted by regulation, we have relied
on the Indian Assured Life Mortality (IALM)2012-14which is the best available proxy.

iv. Employee Turnover Rate
The employee turnover rate used in the valuation was based on the past experience and
future expectation

4. Summary of Significant Accounting Policies

4.1 Basis of preparation

4.1.1 Statement of compliance
a. These financial statements are the general-purpose financial statements that have been

prepared in accordance with and to comply with the Bhutanese Accounting Standards
(BAS),the Companies Act of Bhutan, 2016 including the Accounting Standard Rules for
Companies in Bhutan, 2015, the Financial Services Act of Bhutan, 2011 and other
applicable laws, rules and regulations and guidelines including prudential regulations
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issued by the Royal Monetary Authority of Bhutan (RMA). Further, as these financial
statements have been prepared in accordance with and are compliant with the Bhutanese
Accounting Standards (BAS), to the extent as applicable, as detailed in para-2 above,
therefore though the loans and advances to the customers have been classified under non­
performing assets i.e. sub-standard, doubtful or loss in accordance with the prudential
regulations issued by the Royal Monetary Authority of Bhutan, the provisions
/impairments loss thereon have been provided in accordance with 'BAS 39 - Financial
Instruments: Recognition and Measurement' as detailed in para-4.15 (i) c below.

b. The financial statements have been prepared on the accrual basis of accounting with the
historical cost convention and going concern basis except as stated otherwise in the
Financial Statements. The preparation of the Financial Statements requires the use of
certain critical accounting estimates and judgments. It also requires management to
exercise judgment in the process of applying the Bank's accounting policies and if the
reported amounts of revenue, expenses, assets and liabilities may differ from the estimates,
the differences between the actual results and the estimates are recognised in the period in
which the results are known/ materialised. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements are disclosed in Note 3 above.

c. The format used in the preparation and presentation of Financial Statements as per BAS
and the disclosures made therein also comply with the specified formats prescribed by the
Central Bank of Bhutan, Royal Monetary Authority of Bhutan (RMA).

d. The assets and liabilities in the financial statements have been presented in decreasing
order of liquidity to provide information, which are more relevant to the financial
statements of the Bank, than the current/non-current presentation. The same is as per the
exemption given to the financial institution in 'BAS 1: Presentation of Financial
Statements'. However, the status of current/non-current assets and liabilities on the basis
of residual maturity is given in the Note 7.9 as disclosure.

e. The accounting policies based on BAS have been applied consistently for the years
presented in these financial statements. There were no changes in the accounting policies
applied compared to the previous year, except otherwise stated.

4.1.2 Basis of Measurement
In preparing the Financial Statements, management has made judgements and estimates
that affect the application of the Bank's accounting policies and the reported amounts of
assets, equity, liabilities, commitments, income and expenses.

a. The financial investments that are classified as IIavailable for sale" are measured at fair
valued as required by BFRS7 (Note 7.5) and recognised through Other Comprehensive
Income (OCI).
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b. The Loans and Advances are tested for impairment on periodic basis and recognised
through profit or loss less the impairment charges.

c. Defined benefit obligations are actuarially valued and recognised at the present value of
the defined benefit obligation.

d. The Fixed Deposit placed by customer are measured at fair value. The fair value for fixed
deposits with the interest earning at the maturity, estimated using discounted cash flows,
applying market rates and effective interest rate on the expired periods. The difference
between the FV at MIR and FV at EIR is the additional interest to be booked.

e. The incentive loans provided to employees of the Bank are measured at fair value. In order
to determine fair value of staff loan needs to determine the market interest rate for similar
instruments and discount all cash flows from the loan with the market interest rate to arrive
at their present value. The difference between the present values at given rate on the

, .
remaining loan instalments and the present value at market rate on the remaining loan
instalments is deferred employment cost.

4.2 Presentation of Financial Statement

As prescribed by the BAS accounting standard (BAS-I), the basis for presentation of general­
purpose financial statements is presented to provide financial information about the Bank which
is useful to existing and potential investors and other users and to ensure comparability both with
the Bank's financial statements of previous periods and with the financial statements of other
banks.
Items in the Statement of Financial Position of the Bank are classified by nature of such item and
presented broadly in order of their relative liquidity and maturity pattern. An analysis regarding
long term or short term that are either payable or receivable within 12months after the Reporting
date (current) and more than 12months after the Reporting date (non-current) is presented in Note
7.9.

4:2.1 FOREIGNCURRENCYTRANSLATION
i) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary
economic environment in which the Bank operates, referred to as the "functional
currency". The functional currency and presentation currency of the Bank is Bhutanese
Ngultrum.

ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or valuation where items are re­
measured. Foreign exchange gains and losses resulting from the- settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognized in the Statement of
Comprehensive Income.
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4.2.2 Going Concern
The Bank has made an assessment on the Bank's ability to continue as a going concern and
is satisfied that it has the resources to continue in business for the foreseeable future. The
financial statements are prepared on a going concern basis. The Bank do not anticipate any
material uncertainties that may pose substantial uncertainty to the Bank's ability to
continue as a going concern. Therefore, the Financial Statements continue to be prepared
on the going concern basis.

4.2.3 Accrual basis of accounting
The Bank prepared its financial statements, except for cash flow information, using tlie
accrual basis of accounting. It recognizes items such as assets, liabilities, equity, income and
expenses (the elements of financial statements) when they satisfy the definitions and
recognition criteria for those elements in the framework.

4.2.4 Materiality and aggregation
In compliance with BAS1 - "Presentation of Financial Statements", each material class of
similar items are presented separately in the Financial Statements. Items of dissimilar
nature or functions are presented separately unless they are immaterial. Financial
statements result from processing large numbers of transactions or other events that are
aggregated into classes according to their nature or functions. The final stage in the process
of aggregation and classification is the presentation of condensed and classified data, which
form line items in the financial statements.

4.2.5 . Offsetting
All the items that are recorded in the financial statements are reported gross except for
loans and advances which is net off impairment charges. Income and expenses are not
offset in the Statement of Profit or Loss unless required or permitted by any accounting
standard or interpretation and as specifically disclosed in the accounting policies of the
Bank.

4.2.6 Frequency of reporting
As required by BAS accounting standard, the Bank prepares a complete set of financial
statements including comparative information annually. The other financial information
that are required by Companies Act of Kingdom of Bhutan, 2016 and Central Bank of
Bhutan, Royal Monetary Authority of Bhutan are presented as a separate disclosure on
quarterly and half-yearly basis.

4.2.7 Comparative information
The previous year's figures have been regrouped/ rearranged wherever considered
necessary, to conform to the current year's presentation. As a minimum, the Bank has
reported two statements of financial position, two statements of profit or loss and OCI,
two statements of cash flows, two statements of changes in equity and related notes.
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4.3 OPERATING SEGMENTS
An operating segment is a component of the Bank that engages in business activities from
which it may earn revenues and incur expenses. The Bank operates in single segment of
commercial banking. However, it is applicable only to listed company. Since the Bank is
unlisted company, it is not required to identify the operating segment as per BFRS8.

4.4 PROPERTY, PLANT AND EQUIPMENT
The cost of an item of property, plant and equipment is recognized as an asset if, and only if,
it is probable that future economic benefits associated with the item will flow to the Bank and
the cost can be measured reliably.

Property, plant and equipment are initially recognized at cost. The initial cost of property,
plant and equipment comprises its net purchase price after deducting any trade discount and
rebates, including import duties and non-refundable purchase taxes, and directly attributable
costs of bringing the asset to its working condition and location for its intended use.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the
item will flow to the Bank and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and maintenance are charged
to the Statement of Comprehensive Income during the financial period in which they are
incurred.

4.5 DEPRECIATION AND AMORTISATION METHODS, ESTIMATED USEFUL LIVES
AND RESIDUAL VALUE
On other tangible assets
i. Depreciation is provided on pro rata basis on the straight-line method to allocate the cost,

net of residual value over the estimated useful lives of the assets.

ii. Where a significant component (in terms of cost) of an asset has an estimated economic
useful life shorter than that of its corresponding asset, the component is depreciated over
its shorter life.

iii.Useful life of assets is determined by the management based on the internal technical
assessments as follows:
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5Desktops, Servers, Card embossing machine

30Buildings and civil structures (built on owned land only)
Plant and machinery and other equipment 7

Furniture and fixtures 7

Office equipment 7

Vehicles 10

Leasehold property improvements Over the lease term

Laptops, printers, scanners, routers, switches, modems,
UPS

3

The useful life, residual value and depreciation method are reviewed, and adjusted
appropriately, at least at each Statement of Financial Position date to ensure that the
method and period of depreciation are consistent with the expected pattern of economic
benefits. Change in the estimated useful life, residual value and/ or depreciation method,
if any, is depreciated prospectively over the asset's remaining revised useful life.

iv. The cost and the accumulated depreciation for property, plant and equipment sold,
scrapped, retired or otherwise disposed-off are eliminated from the financial statements
and the resulting gains and losses are included in the Statement of Comprehensive
Income.

4.6 INTANGIBLE ASSETS
Intangible assets include identifiable capitalized software costs and are recognized at cost of
acquisition/implementation less accumulated amortisation and any other provision for
impairment losses. Subsequent costs are included only when it is probable that the item
associated with the cost will generate future e~onomic benefits and the cost can be reliably
measured.
Internally generated intangible assets are recognized only when the asset created can be
identified and it is probable that the asset created will generate future economic benefits and
the costs can be measured reliably. Otherwise, the expenditure is charged to the Statement of
Comprehensive Income for the year of incurring the expenditure.
Amortisation is calculated and recognized using the straight-line basis over the estimated
useful life as estimated by the management as given in below table. The useful lives and the
amortization methods are reviewed annually and are adjusted as appropriate at the end of
each reporting year, with any changes recognized as a change in the accounting estimate.

An intangible asset is derecognized when disposed off or when no future benefits are expected
to arise from the continued use of the asset. The gains and losses are determined by comparing
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the proceeds with the carrying amount and are recognized in the Statement of Comprehensive
Income.

4.7 CASH AND CASH EQUIVALENTS
In the Statement of Cash Flows, "cash and cash equivalents" includes cash in hand and
deposits held at call with other banks.

4.8 Customer Deposits
Customer deposits include all customer accounts where the Bank owes money to customers
(excluding balances owed to other banks, including central banks). Credit balances in card­
holder accounts are also treated as customer deposits.

4.9 Income Tax
Current tax assets and liabilities for the current period are measured at the amount expected
to be recoverable from or payable to the Income Tax Authority based on the current period's
taxable income. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted on the reporting date by the Income Tax Authority.
Deferred income tax is provided on all temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. Deferred income tax liabilities and assets are recognized for all taxable temporary
differences except when the deferred income tax liability or asset arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and that,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss.
Deferred income tax assets are recognized to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences can be utilized. Deferred
income tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date. Deferred tax assets and
liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and the Bank intends to settle its current tax assets and liabilities on net
basis. Management evaluates positions taken in income tax returns with respect to situations
in which applicable income tax regulation is subject to interpretation.
The income tax liabilities are recognized when, despite the Bank's belief that its income tax
return positions are supportable, the Bank believes, it is more likely than not, based on the
technical merits, that certain positions may not be fully sustained upon review by income tax
authorities. Benefits from tax positions are measured at the Single best estimate of the most
likely outcome. At each Statement of Financial Position date, the tax positions are reviewed,
and to the extent that new information becomes available which causes the Bank to change its
judgment regarding the adequacy of existing income tax liabilities, such changes to income
tax liabilities are duly recognized in income tax expense in the year in which such
determination is made. Interest and penalties, if any, related to accrued liabilities for potential
tax assessments are included in income tax charge for the year in which the assessment is
completed.
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4.10 Employee benefits
a. Short Term Employee Benefits

All Employee benefits payable within twelve months of rendering the services are
classified as short term benefits. Such benefits include salaries and allowances,
performance-based incentive and performance based variable allowance, etc., and the
same are in the Statement of Comprehensive Income in the period in which the
employee renders the related services.

b. Other Long-Term Benefit
The liability towards encashment of the employees' long term compensated absences,
which are party en-cashable during the service period and balance at the time of
retirement! separation of the employees is a long-term benefit and is provided for based .
on actuarial valuation as at the Statement of Financial Position date. The liability is
discounted to present value applying the pre-tax rate of return on Government bonds
of similar tenure and currency. Increase in the liability due to passage of time is
recognized as interest expense. Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions are charged or credited to equity in
Other Comprehensive Income in the year in which they arise.

c. Defined contribution plan:
Contribution to Provident Fund administered by Bank is a defined contribution scheme
and is recognized in the Statement of Comprehensive Income as and when they fall due.

d. Defined benefit plan:
The Bank's employees are entitled for post-retirement benefits of Gratuity, Travel
Allowance and Separation Grant. These liabilities are provided for based on actuarial
valuation as at the Statement of Financial Position date. The liabilities are discounted to
present value applying the pre-tax rate of<returnon Government bonds of similar tenure
and currency. Increase in the liability due to passage of time is recognized as interest
expense. Actuarial gains and losses arising from experience adjustments and changes in
actuarial assumptions are charged or credited to equity in other comprehensive income
in the period in which they arise.

4.11 Provisions, Contingent Liabilities and Contingent Assets
a. The Bank creates a provision when there is a present obligation arising as result of past

event that probably requires an outflow of resources, and a reliable estimate can be
made of the amount of obligation. Provisions are measured at the best estimate of the
expenditure required to settle the present obligation, at the balances sheet date and are
not discounted to its present value.

b. A disclosure for a contingent liability is made when there is a present obligation arising
as a result of past event that probably will not require an outflow of resources or where
a reliable estimate of the obligation cannot be made.
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4.12 Revenue recognition
Revenue IS recognized to the extent that it is probable that the associated economic
benefits will flow to the Bank and the revenue can be measured reliably. Revenue is
measured at the fair value of the consideration received or receivable.

The following specific recognition criteria must also be met before revenue is recognized:

i. Interest income
Interest income on loans and advances is recognized on accrual basis except for non­
performing loans and advances, in respect of which the interest income, as per the
guidelines issued by the Royal Monetary Authority of Bhutan is deferred and shown
under the head "Interest Suspense Account" in the liabilities, and is taken to the Other
Comprehensive Income on actual realization only.

ii. Other Income
a. Other items of incomes are accounted for on accrual basis except commission on

guarantees and letters of credit, which are accounted for on cash basis.
b. Dividend income on investments is recognized when the right to receive dividend

is established.
c. Interest income on investment is recognized on time proportion basis taking into

account the amount outstanding and applicable interest rates.

4.13 Mandatory Cash Reserve with RMA
Mandatory Cash Reserve with RMA are carried at historical cost and represent mandatory
reserve deposits with Royal Monetary Authority of Bhutan (RMA), which are not
available to finance the Bank's day to day operations and hence are not considered as part
of cash and cash equivalent for the purposes of the statement of cash flows.

4.14 Financial Instruments
A financial instrument is a contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.
(i) Financial Assets
(a) Initial recognition and measurement

At initial recognition, all financial assets are recognized at its fair value plus, in the case
of a financial asset not carried at fair value through profit or loss, transaction costs that
are attributable to the acquisition of the financial asset. Transaction costs of financial
assets carried at fair value through profit or loss are expensed in profit or loss.

(b) Classification and subsequent measurement
For the purpose of subsequent measurement, financial assets are classified in the
following categories:

a. Financial assets measured at amortized cost;
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b: Financial assets measured at fair value through other comprehensive income
(FVTOCI);and

c. Financial assets measured at fair value through profit and loss (FVTPL)

Where financial assets are measured at fair value, gains and losses are either recognized
entirely in the Statement of Profit and Loss (i.e. fair value through profit and loss), or
recognized in other comprehensive income (i.e. fair value through Other
Comprehensive Income).

The classification of financial assets depends on the Bank's business model for
managing the financial assets and the contractual terms of the cash flows. Management
determines the classification of its financial assets at initial recognition.

(1) Financial assets measured at amortized cost:

A financial asset is measured at amortized cost if both the following conditions are
met:

- Business Model Test: The objective of the business model is to hold
financial asset in order to collect contractual cash
flows (rather than to sell the asset prior to its financial
maturity to realize its fair value changes); and

- Cash Flow Characteristics Test: Contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest (SPPI) on the principal
amount outstanding.

After initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest rate (EIR) method. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of EIR.EIR is the rate that exactly discounts the estimated
future cash receipts over the expected life of the financial instrument or a shorter
period, where appropriate, to the gross carrying amount of the financial asset. When
calculating the effective interest rate, the Bank estimates the expected cash flows by
considering all the contractual terms of the financial instrument but does not consider
the expected credit losses. The EIR amortization is included in the Statement of
Comprehensive Income. The losses arising from impairment are recognized in the
Statement of Comprehensive Income. This category applies to term deposits,
investments in bonds and treasury bills, loans and advances to customers (including
staff), and other advance etc.

(2) Financial instruments measured at Fair Value Through Other Comprehensive Income
(FVTOCI):

A financial instrument shall be measured at fair value through other comprehensive
.--__ i_ncomeif both of the following conditions are met:
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- Business Model Test: The objective of the business model is achieved by
both collecting contractual cash flows and selling
financial assets; and

- Cash Flow Characteristics Test: The Contractual terms of the asset give rise on specified
dates to cash flows that are solely payments of
principal and interest (SPPI) on principal amount
outstanding.

Financial instruments included within FVTOCI category are measured initially as well
as at each reporting period at fa"irvalue. Fair value movements are recognized in Other
Comprehensive Income (OCI) except for the recognition of interest income, impairment
gains and losses and foreign exchange gain and losses which are recognized in the
Statement of Profit and Loss. This category generally applies to investments (other than
in bonds and treasury bills) and other advances.

(3) Financial instruments measured at Fair Value Through Profit and Loss (FVTPL)
Fair Value through Profit and Loss is a residual category. Any financial instrument,
which does not meet the criteria for categorization as at amortized cost or fair value
through other comprehensive income is classified as FVTPL. Financial instruments
included in FVTPLcategory are measured initially as well as at each reporting period
at fair value. Fair value movements i.e. gain or loss and interest income are recorded in
Statement of Comprehensive Income.

(c) Impairment of financial assets
The Bank assesses impairment of financial assets, based on the Incurred Loss Model as
per 'BAS ~9 - Financial Instruments: Recognition and Measurement' Under the said
model, the Bank assesses at the end of each reporting period, whether there is any
objective evidence that a financial asset or group of financial assets is impaired, and in
that case the amount of impairment loss is measured as the difference between the
asset's carrying amount and the present value of the estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial
asset's original effective interest rate. The carrying amount of the assets is reduced
through Allowance for Impairment Loss Account, and the amount of the loss is
recognised in the Statement of Comprehensive Income. It in a subsequent period, the
amount of the impairment loss decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised (such as an improvement in
the debtor's credit rating), the previously recognised impairment loss is reversed by
adjusting the Allowance for Impairment Loss Account, to the extent the impairment
loss was previously recognised on the respective asset. The amount of such reversal is
recognised in the Statement of Comprehensive Income.
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(d) De-recognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is primarily derecognized (i.e. removed from the Bank's
Statement of Financial Position) when:

a. The rights to receive cash flows from the asset have been expired/ transferred, or

b. The Bank retains the contractual right to receive the cash flows of the financial asset but
assumes a contractual obligation to pay the cash flows to one or more recipients.

Where the Bank has transferred an asset, it evaluates whether it has substantially
transferred all risks and rewards of ownership of the financial asset. In such cases, the
financial asset is derecognized. When the Bank has not transferred substantially all the
risks and rewards of ownership of a financial asset, the financial asset is not,
derecognized.

Where the Bank has neither transferred a financial asset nor retains substantially all risks
and rewards of ownership of the financial asset, the financial asset is derecognized if the
Bank has not retained control of the financial asset. When the entity retains control of
the financial asset, the asset is continued to be recognized to the extent of continuing
involvement in the financial asset.

(ii) Financial Liabilities
Initial recognition and measurement
All financial liabilities are recognized initially at fair value and, in the case of deposits
and borrowings and payables, net of directly attributable transaction costs. The Bank's
financial liabilities include deposits from customers including banks, borrowings,
security deposits and other payables.

Subsequent measurement
The, measurement of financial liabilities depends on their classification, as described
below:

Financial Liabilities at Fair Value through Profit or Loss (FVTPL)
Financial liabilities at FVTPL include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose
of repurchasing in the near term.

Gains or losses on liabilities held for trading are recognized in the Statement of
Comprehensive Income.

Financial liabilities designated upon initial recognition at fair value through profit or
loss are designated as such at the initial date of recognition, and only if the criteria in
BAS 39 are satisfied. For liabilities designated as FVTPL, fair value gains/ losses
attributable to changes in own credit risks are recognized in Other Comprehensive
Income. These gains/ losses are not subsequently transferred to the Statement of
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Comprehensive Income. However, the Bank may transfer the cumulative gain or loss
within equity. All other changes in fair value of such liability are recognized in the
statement of comprehensive income. The Bank has not designated any financial liability
as at fair value through the Statement of Comprehensive Income.

Borrowings and Deposits
Any difference between the proceeds (net of transaction costs) and the repayment
amount is recognized in profit or loss over the period of the liability and subsequently
measured at amortized cost using the effective interest method. Gains and losses are
recognized in the Statement of Comprehensive Income when the liabilities are
derecognized as well as through the EIR amortization process.
Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are integral part of the EIR. The EIR amortization is
included as finance costs in the statement of profit and loss.

Financial Guarantee Contract

Financial guarantee contracts issued by the Bank are those contracts that require a
payment to be made to reimburse the holder for loss it incurs because the specified
debtor fails to make a payment when due in accordance with the terms of a debt
instrument. Financial guarantee contracts are recognized initially as a liability at fair
value, adjusted for transaction costs that are directly attributable to the issuance of the
guarantee. Subsequently, the liability is measured at the higher of the amount of loss
allowance determined as per impairment requirements of BAS 39 and the amount
recognized less cumulative amortization.

De-recognition

A financial liability is derecognized when the obligation under the liability is discharged
or cancelled or expires. When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the de-recognition
of the original liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognized in the Statement of Comprehensive Income.

(iii) Off-setting of financial instruments:
Financial assets and financial liabilities are offset and the net amount is reported in the
Statement of Financial Position if there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, to realize the assets
and settle the liabilities simultaneously.

4.15 Impairment of Non-Financial Assets
The Bank assesses, at each reporting date, using external and internal sources, whether
there is an indication that a non-financial asset may be impaired and also whether there is
an indication of reversal of impairment loss recognised in the previous period/ s. If any
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indication exists, or when annual impairment testing for an asset is required, the Bank
determines the recoverable amount and impairment loss is recognised when the carrying
value of an asset exceeds its recoverable amount.
The recoverable amount is determined:

In the case of·an individual asset, at the higher of the asset's fair value less cost of sell
and value in use; and
In the case of cash generating unit (a group of assets that generates identified,
independent cash flows) at the higher of the cash generating unit's fair value less cost
to sell and value in use.

In assessing value in use, estimated future cash flows are discounted to their present value
using a pre-tax discount rate that effects current market assessments of the time value of
money and the risks specific to that asset. Indetermining fair value less costs of disposal,
recent market transactions are taken into account. If no such transactions can be identified,
an appropriate valuation model is used. These calculations are corroborated by valuation
multiples, quoted share prices for publicly traded companies or other available fair value
indicators.
An impairment loss for an asset is reversed, if and only if, the reversal can be related
objectively to an event occurring after the impairment loss was recognized, the carrying
amount of an asset is increased to its revised recoverable amount, provided that this
amount does not exceed the carrying amount that would have been determined (net of any
accumulated amortization or depreciation) had no impairment loss being recognized for
the asset in prior year / s.

4.16 Earnings Per share
The Bank presents the basic and diluted EPSdata for its ordinary shares. Basicand diluted
EPS are computed by dividing the profit after tax for the year attributable to the ordinary
shareholders of the Bank by the number of ordinary shares outstanding during the year.

4.17 Dividend Distribution
Dividend on ordinary shares is recognized as a liability and deducted from equity when it
is approved by the Shareholders of the Bank. Interim Dividend is deducted from equity
when it is declared. Dividend for the year that is approved after the reporting date is
disclosed as an event after the reporting date.
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Notes forming part of the Statement of Financial Position as at December 31, 2021

NOTE 5.1 - CASH AND CASH

- Local Currency
- Foreign Currency

ii. Balances in Current Accounts
- Local Banks
- Foreign Banks (Refer Note 7.3.a)
TOTAL

1,066,879,774.36
29,213,742.25

200,000.00

1,288,483,990.45
48,617,639.16

NOTE 5.2 - BALANCES WITH.CENTRAL

Balances with Royal Monetary
- Cash Reserve
- Current Account (Refer Note 7.3.a)
TOTAL

NOTE 5.3 - PLACEMENTS WITH OTHER

1,200,000,000.00
232,377,600.00

1,600,000,000.00
228,976,800.00

ars

1,828,976 800.00

On Deposit Accounts
- Local Banks
- Foreign Banks (Refer note 7.4)
TOTAL 1,432,377,600.00

NOTE 5.4 - LOANS & ADVANCES TO
(Amount in Nu.)

.0' ,ilr'Vwculars '~.I\lI December 31 2021 1•• December 31. 2020
Gross Loans & Advances

c.
52,922,796,987.35 49,147,702,619.33

Less: Interest inSuspense (143,842,908.09) (205,369,393.31)
Gross Loans & Advances after 52,778,954,079.26 48,942,333,226.02

Less: Allowance for Impairment Loss
- Individually assessed* 32,662,879.63 128,761,911.53
- Collectively assessed** 938,524,126.65 1,339,746,615.52

Total Allowance for Impairment Loss 971,187,006.28 1,468,508,527.05

Net Loans & Advances 51,807,767,072.98 47,473,824,698.97
Bills discounted & purchased 1,489,600.00 8,805,332.20
TOTAL 51,809,256672.98 47482630.031.17

*Individually assessed includes additional provision(Letter of Credit Nu. 9,071,878.21& Bank Guarantee
Nu.4,444,868.01)

**Collectively assessed includes additional provision of Credit Card Nu. 12,225,646.54
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{Amount in Nu \
I" ~fafcUIars '" -~~ ..?Jf'~ Ill.December31 202~'l!i.~ecember 31,2020

a. Current portion 4,694,413,781.55 6,542,514,728.88
b. Non-Current portion 47,114,842,891.43 40,940,115,302.29
TOTAL 51,809 256,672.98 47,482630,031.17

Debts considered good in respect of which
Bank is fully secured

ii Debts considered good for which Bank holds
no other security than the Debtor's personal
security

iii Debts considered good, secured by the
personal liability of one or more parties in
addition to the personal security of the
Debtors

TOTAL
iv Debts due by directors, managers, or officers

of Bank or any of them either severally or
jointly with any other person

Maximum amount of advances, including
temporary advances made at any time
during the year to directors, managers or
officers of Bank or any of them either
severally or jointly with any other person

v Debts due by companies, firms in which the
directors of Bank are interested as directors,
partners or members

Maximum amount of advances, including
temporary advances outstanding during the
year to the companies or firms in which
directors of Bank are interested as directors,
partners or members
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5,455,139,227.39

781,930,094.08

535,206,893.68

360,971,793.83

5,275,425,120.96

484,383,654.84

1,098,971,081.35

1,083,853,946.10



NOTE 5.5 - FINANCIAL INVESTMENTS - HELD TO MATURITY

Bonds - Fully paid up - Listed
- 1,314,917 (Previous Year: 1,414,917) Bonds of

Dungsam Cement Corporation Limited of Face Value
of Nu. 1,000 each

- 157,550 (Previous Year: 157,550) Bonds of Royal
Insurance Corporation of Bhutan Limited of Face
Value of Nu. 1,000 each

- 102,270 (Previous Year: 102,270) Bonds of Tashi Air
Limited of Face Value of Nu. 1,000 each

Bonds & Treasury Bills - Fully paid up - Unlisted
- 3,000,000 (Previous Year: 3,000,000) Bonds of Bhutan

Telecom Limited
of Face Value of Nu. 100 each

- DHI Seed Fund
- RGoB Bond
- Royal Monetary Authority (RMA) Treasury Bill

TOTAL

1,314,917,000.00

102,270,000.00

1,314,917,000.00

157,550,000.00

102,270,000.00
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NOTE 5.6 - FINANCIAL INVESTMENTS - AVAILABLE FOR SALE

Equity Shares - Fully Paid Up - Listed
- 1,724,000 (Previous Year: 1,724,000) Equity

Shares of Bhutan Board Products Limited of Face
Value of Nu. 10 each

- 1,584,500 (Previous Year: 1,584,500) Equity
Shares of Bhutan Carbide & Chemicals Limited
of Face Value of Nu. 10 each

- 503,800 (Previous Year: 503,800) Equity Shares of
Bhutan Ferro Alloys Limited of Face Value of Nu.
10 each

- 37,950 (Previous Year: 37,950) Equity Shares of
Penden Cement Authority Limited of Face Value
of Nu. 10 each

- 1,182,720 (Previous Year: 1,182,720) Equity
Shares of Druk Ferro Alloys Limited of Face
Value of Nu. 10 each

- 1,270,440 (Previous Year: 1,270,440) Equity
Shares of State Trading Corpn. of Bhutan Limited
of Face Value of Nu. 10 each

Equity Shares - Fully Paid Up -Unlisted

12,726 (Previous Year: 12,726) Equity Shares of
Bhutan Development Bank Limited of Face
Value of Nu. 1,000 each

17,500 (Previous Year: 17,500) Equity Shares of
Credit Information Bureau of Face Value of Nu.
100 each
TOTAL

77,804,120.00 24,136,000.00

71,445,105.00 76,087,690.00

57,297,174.00 59,816,174.00

3,984,750.00 4,633,695.00

109,992,960.00 69,780,480.00

77,496,840.00 60,345,900.00

72,220,050.00 52,914,708.00

4,458,650.00 4,297,650.00

NOTE 5.7 - INVESTMENTS IN ASSOCIATES

Equity Shares - Fully Paid Up - Unlisted
- 162,000 (Previous Year: 162,000) Equity Shares of

Royal Securities Exchange of Bhutan Ltd. of Face
Value of Nu. 100 each

- 1,800,000 (Previous Year: 1,800,000) Equity
Shares of Financial Training Institution of Face
Value of Nu. 10 each
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27,013,500.00

18,072,000.00

30,600,180.00

17,766,000.00



NOTE 5.8 - OTHER FINANCIAL ASSETS

Accrued Interest on
Balances relating to

Stamps, Sundry Deposits and
Amounts Recoverable
CP-Interest Receivable

TOTAL

NOTE 5.9 - OTHER ASSETS

41,303,996.59
623,829,510.44

68,341,714.78
38,278,193.64

49,129,741.83
774.53

48,291,960.79
1 931.13

311,027,800.34

Prepaid Expenses
Stationery
Building Materials
Advances to Suppliers &Others
TOTAL
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NOTE 5.10 - PROPERTY, PLANT AND EQUIPMENT

Total (as at
December 31,

2020)

137,934,390.58
- 444,618,613.86

32,161,120.54
52,599,317.44

259,193,684.12
317,935,908.90

261,585,380.40
35,611,082.59

Closing Balance as at December 31,
2021

Accumulated Depreciation
Balance as at January 1, 2021
Depreciation on
deletions/ adjustments / reclassification

for the

- (51,772,405.19) (27,256,209.05) (148,229,217.32) (23,531,986.52) (203,771,343.23) (454,561,161.28) (448,584,542.95)

1,381,282.00 1,381,282.00 41,260,699.14

166,181,409.78 582,553,004.44 84,760,437.98 577,129,593.02 47,761,669.45 297,196,462.99 1,755,582,577.65 904,628,210.06

53,877,793.31
Net Book Value as at December 31,
2021
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NOTE 5.11- INTANGIBLE ASSETS

Gross Block
Balance as at January 1, 2021
Additions
Deletions / Adjustments/Reclassification
Closing Balance as at December 31, 2021

Accumulated Amortization
Balance as at January 1, 2021
Amortization for the year
Deletions/ Adjustments/Reclassification
Balance as at December 31, 2021

Book Value as at December 2021

397,128,741.93
108,519,250.92

505,647,992.85

(186,527,621.28)
(54,761,793.78)

NOTE 5.12 - CAPITAL WORK IN PROGRESS

Balance as at January 1, 2021
Additions
Adjustments/Capitalization during the year
Balance as at 2021

NOTE 5.13 - DUE TO BANKS

NOTE 5.14 - DUE TO CUSTOMERS

- Current Accounts
- Savings Bank Accounts

ii TERM DEPOSITS
Fixed Deposits (Net)

Fixed Deposits
Less: Fair Value FD-Staff
Less: Fair Value FD-Public

Recurring Deposits

TOTAL

29,741,097,138.29
29,800,591,346.32

(570,702.64)
(58,923,505.39)

78.02

25,328,411,421.58
25,371,828,049.97

(433,384.49)
(42,983,243.90)

1 .12

a. Current portion
b. Non - Current portion
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NOTE 5.15 - CURRENT TAX

Income TaxPayable
Less: Advance Tax

TaxDeducted at Source (TDS)
TOTAL

NOTE 5.16 - OTHER FINANCIAL LIABILITIES

Interest Accrued & Due
Balancesrelating to Visa/Mastercard
Unearned Commission Income
TOTAL

NOTE 5.17 - PROVISION FOR LIABILITIES & CHARGES

Provision towards frauds/ thefts
TOTAL

NOTE 5.18 - RETIREMENT BENEFIT

Provisions for Employee Benefits:
- Gratuity *
- Leave Encashment *
- Separation & TravelAllowance *
TOTAL

a. Current portion
b. Non-Current portion
TOTAL

* Refernote 7.1

NOTE 5.19 - OTHER LIABILITIES

Drafts & CashWarrants issued & outstanding
Others (including provisions for operating
expenses)

TOTAL

254,858,555.02 277,490,787.81

35



NOTE 5.20 - DEFERRED TAX LIABILITIES

NOTE 5.21 - SHARE CAPITAL

(Amount in Nu.)
'<'; Particulats fA Vel December 31,2021 DeCe~Heii3i,2020i

AUTHORISED CAPITAL

100,000,000Shares of Nu. 100each 10,000,000,000.00 10,000,000,000.00

ISSUED AND PAID-UP CAPITAL

30,000,000Shares of Nu. 100each 3,000,000,000.00 3,000,000,000.00

DETAILS OF SHARESHELD BYEACH SHAREHOLDERHOLDING MORE THAN
5% SHARES

Druk Holding &
Investment Limited, 24,000,000
Bhutan
State Bank of India, India 6,000,000 20.00% 6,000,000 20.00%

80.00% 24,000,000 80.00%

RECONCILIATION OF EQUITYSHAREOUTSTANDING

year
At the end of the
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NOTE 5.22 - RESERVES & SURPLUS

Reserve Fund
Opening Balance
Add: Transfer from Retained Earnings

Exchange Fluctuation Reserve
Opening Balance
Add: Transfer from Retained Earnings

Retained Earnings
Opening Balance
Less: Exchange fluctuation adjustment
Less: Refund of old cash warrants to Kuensel
Less: Dividend Paid
Less: Transfer to Reserve Fund
Less: Transfer to Exchange Fluctuation
Reserve
Add: Other Comprehensive Income
Add: Profit for the year

Asset Pending Foreclosure Reserve
Opening Balance

TOTAL

2,485,649,182.56
(142,547,735.82)
(2,573,366.34)

(637,371,384.32)
(21,879,199.56)

(35,321,836.01)

NOTE 5.23 - CONTINGENT LIABILITIES

1,676,490,619.23
0.003

(30,000.00)

(120,494,894.28)

(25,944,665.14)

Constituents' Liabilities for Acceptances,
Endorsements and Other Obligations

Guarantees Issued & Outstanding (Refer
Note 7.8.a)*
TOTAL

376,199,103.16907,187,820.52

*The figure reflected here for Bank Guarantee is 50%of net BG

NOTE 5.24 - BILLS FOR COLLECTION

Payable outside Bhutan
TOTAL
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Notes forming part of the Statement of Comprehensive Income as at December 31, 2021

NOTE 6.1 - INTEREST INCOME
Amount in N u.

On Customer Loans (Net of Interest
Suspense)*
On Bills Discounted & Purchased
On Investments
On Inter-Bank Deposits
TOTAL

4,425,444,301.84
455,587.63

217,387,439.57
61,545,914.59

3,977,176,511.18
114,170.00

225,064,012.78
124,329,789.43

4,704 833,243.63 4,326,684,483.39
* Interest Suspenses - GL based interest in suspense is net off with the interest impairment
provision

NOTE 6.2 - INTEREST EXPENSES
(Amount in Nu.)

./0.S~' Particularsjl~ ,_ " ~December 31,/2021' Decetfib& 31, ,2020
On Customer Deposits 3,448,235,242.20 2,608,200,200.32
CP Interest Expenses 155,132,509.91 504,162,830.05
On Inter-Bank Deposits - -
TOTAL 3,603,367,752.11 3,112,363,030.37

NOTE 6.3 - FEES & COMMISSION INCOME

Commission
SB Maintenance Fee
Exchange - Fund Transfer/Drafts
Debit Card Issuance & Usage Fees
Visa/Master Card POS Acquiring
Commission
Visa Debit Card ATM Charges
BFS ATM Interchange Fee Income
International ATM Access Fees
Income From Visa Credit Cards
Prepaid card Load/Reload Fee
M-BoB Service Charge/Commission
Electronic Wallet Transaction Commission
E-Acquiring Commission
Airtime Top Up Commission-BT
Airtime Top Up Commission-T-Cell
AMEX ATM Access Fee Ace
Other miscellaneous income
TOTAL

38

107,967,845.41
47,295,406.30
80,805,476.02
7,315,305.40

10,029.90
2,757,559.00
937,232.00
748,500.00

5,427,274.45
4,227,750.00

10,728,456.80
1,470,710.00
2,432,725.20

113,995,664.01
44,456,915.86

3,900.00
.87

86,383,106.53
42,290,648.92
58,866,725.01
9,042,254.35

1,250,686.76
4,917,995.00
2,003,863.50
1,555,725.00
5,457,077.01
1,538,350.00
9,764,479.41
1,918,370.00

11,865,067.50
73,129,365.80
30,582,703.02

600.00

1.r



NOTE 6.4 - FEES & COMMISSION
(Amount in Nu.)

Particulars illt;¥8*. sdk Ii) i~December 31,2021 .• ~ flecember 31, 2020
Visa & Master Card Fee 54,217,054.87 49,423,930.43
BFS Interchange Fee Expenses 4,407,619.00 9,908,560.00
BT Share on Bwallet Commission 782,766.36 1,405,132.00
Securities Trading Fee Expense 460,664.79 67,808.35
goBoB Expenses Account 71,000.00 607,958.92
Tshongdrel Ngotshab Comm. Payout Ac - 7,620.00
Tshongdrel Ngotshab Bonus Payout Ac - -
Agency Banking Comm. Payout 36,720,762.49 19,042,499.70
BFS RuPay POS Reimbursement Debit
Account - 65.20
AMEX Reg Fee Charges Ace 1,935,462.46 343,968.62
AMEX POS Reimbursement Ac Dr 20.77 5.30
AMEX ATM FCY Loss Ace 0.16 1.20
AMEX POS FCY Loss Ace 23.88 4.53
TOTAL 98,595,374.78 80,807,554.25

NOTE 6.5 - NET GAINS FROM TRADING OF FOREIGN EXCHANGE
(Amount in Nu.)

Iw p4iific;ulars ";Vkk 1.,Dee~mber 31, 2021 .~kk;fl~ecember 31 2020
Gains on trading of Foreign Currency
(net) 103,778,660.54 141,287,344.04
TOTAL 103,778,660.54 141,287,344.04

NOTE 6.6 - OTHER OPERATING
(Amount in N u.!

ParticuTars Pele'lnber 31, 2021 D~Diber 31, 2020
Dividend on Equity Investments . 6,835,928.00 3,088,380.00
Rental Income 12,948,567.78 9,444,602.95
Profit on sale of property, plant &
equipment 1,574,716.77 57,035.71
Other Income including recoveries
for charges 81,165,185.96 77,539,621.21
TOTAL 102,524,398.51 90,129,639.87
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NOTE 6.7 - STAFF COSTS
(Amount in Nu.)_

tS.. ..,11", Pat1ltlilars *JIII,It w4z•. l.e Decentber 31, 202''1, "DeceJliber 31;;2010
Employee Salaries 264,866,486.77 259,754,806.36
Employee Allowances 169,787,492.66 151,976,123.75
Bank's Contribution to Employee
Provident Fund 38,807,341.00 37,133,008.00
Leave Encashment (Refer note 7.1) 27,610,653.00 22,537,817.67
Medical Expenditure 402,059.00 437,467.00
Employee Bonus - -
Employee Gratuity (Refer note 7.1) 26,780,558.00 24,738,147.00
Leave Travel Concession 11,612,179.00 11,245,263.92
Staff Amenities 490,606.40 452,160.50
Uniform Expenses , 1,437,700.00 95,000.00
Training Expenses 5,516,328.98 1,290,661.35
Separation Cost (including Travel
Allowance) (Refer note 7.1) 4,184,607.00 3,197,822.00
Staff Relocation Expenses 1,137,413.88 1,877,910.36
Sports & Recreational Expenses 1,676,150.00 1,892,400.00
Prizes & Awards 45,000.00 52,000.00
BoB scholarship 6,330,244.64 14,932,088.38
FV-Staff Loan Cost 103,578,979.13 10,667,918.82
TOTAL 664,263,799.46 542,280,595.11

NOTE 6.8 - PREMISES COSTS

Insurance - Building
Insurance - Office Equipment
Light & Fuel
Rates & Taxes
Water & Sewerage
Repairs & Maintenance - Building
Repairs & Maintenance - Vehicle
Repairs & Maintenance - Furniture &
Fixtures

Repairs & Maintenance - Equipment
& Machineries
ATM Expenses
Housekeeping
Fuel & Lubricants
Security Expenses
TOTAL

17,577,858.49
633,701.72
503,097.40

5,757,925.67
386,138.56
242,362.30
261,452.42
722,430.38

41,265.00

21,531,521.27
254,161.33
810,853.01

6,338,261.18
554,749.63
325,211.00
810,753.00
754,963.98

39,925.00

155,900.00
4,161,010.49
4,847,341.13
1,170,413.29
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NOTE 6.9 - GENERALADMINISTRATIVEEXPENSES

Travelling Expenses
Directors' Sitting Fees
Postage & Stamps
Audit Fees
Audit Expenses
Annual Maintenance Charges -
Computers, equipment &
Machineries& Software
Stationery, Printing, Advertisement
etc
Charity and Donations
Property, Plant & Equipment written
off
Golden JubileeCelebration
Brand & management fees
Other MiscellaneousExpenditure
TOTAL

1,524,721.20
580,080.00

22,218,742.18
275,000.00

1,388,172.96

2,223,150.61
650,000.00

30,155,791.11
275,000.00
281,998.00

52,009,531.15

25,585,203.30
135,000.00

57,399,312.02

26,841,997.12
80,000.00

1,390,643.64

NOTE 6.10 - DEPRECIATIONON PROPERTY,PLANTAND EQUIPMENT
(Amount in NuJ

-'WI; Particulars jff~,j1l_ Ii!December 31, 2021-"ifIIDecembei~31, 2020
On Vehicles 4,395,121.26 3,864,733.29
On Furniture & Fixtures 3,626,435.62 1,940,480.90
On OfficeEquipment &Machineries 29,536,174.07 19,181,327.56
On Computer & ITEquipment 22,673,870.25 16,754,059.25
On Buildings & Civil structures 5,069,158.07 5,496,716.50
TOTAL 65,300,759.27 47,237,317.50

NOTE 6.11- AMORTIZATION OF INTANGIBLEASSETS

54,761,793.78
On Software
TOTAL

"December 31 2021
54761,793.78

NOTE 6.12 - TAXEXPENSES
(Amount in Nu.)-- Particulari__ till 0~1i;l";.December31/1202!~1>.11 Decem.i31, 2020

Current Income Tax
Current tax 179,970,888.00 17,711,396.00
Current tax - earlier year's 25,002,931.91 -
Deferred tax 26,054,834.00 18,922,689.00
TOTAL 231,028,653.91 36,634,085.00
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NOTE 6.13 - EARNINGS PER SHARE

481,979,577.12
Weighted average number of Ordinary Shares in

NOTE 6.14 - OTHER IMPAIRMENT LOSS
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7. NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER
31,2021

7.1 Employee Benefits

a. Disclosures as required under BAS19"Employee Benefits"are as under:

i. Change in present value of obligation:

ii. Expenses recognized in the Statement of Comprehensive Income.

(6,773,584.00)

24,738,147.00 27,610,653.00 22,537,817.67
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JC.ALJ"'U"""''' recognized in Statement of
ive Income

4,184,608.00 3,197,822.00

iii) Year-end Expected Benefit Payments

:e;n-ticulars'lfgp., .: ~ll«'«"YY'\"" l~~rtlountiit l"lu.
31-Dec-22 (Retirement Benefit 29,497,437.00Obligations - Current)
31-Dec-23 20,791,772.00
31-Dec-24 26,462,510.00
31-Dec-25 28,472,664.00
31-Dec-26 20,585,614.00
31-Dec-27 to 31-Dec-31 168,193,433.00
31-Dec-32 to 31-Dec 41 490,206,859.00

iv) Sensitivity Analysis

a. Gratuity
JAmount in Nul

~0: " ~:darticulars '';Il\I%\Il'!' ';%1 ~eceDlber31'2021 December 31, 702C!J
i) Discount Rate
Discount Rate as at Year end 8.00% 8.00%
Effect on DBOdue to 0.5% increase in (8}:n4,564.00) (8,566,718.00)Discount Rate
Effect on DBO due to 0.5%decrease in 9,704,703.00 9,323,660.00Discount Rate
ii) Salary Escalation Rate
Salary Escalation Rate as at Year end 6.00% 6.00%
Effect on DBO due to 0.5% increase in 10,322,389.00 9,896,006.00Salary Escalation Rate
Effect on DBOdue to 0.5% decrease in (9,548,044.00) (9,154,319.00)Salary Escalation Rate

l'
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b. Leave Encashment

(Amount in Nu.)
Pit); ·B~r.PaRicidars ~6II" 'I December 31~2021 E>ece~~er31,2020'

i) Discount Rate
Discount Rate as at Year end 8.00% 8.00%
Effect on DBO due to 0.5% increase in

(2,094,979.00) (1,908,288.00)Discount Rate
Effect on DBO due to 0.5% decrease in

2,306,268.00 2,102,665.00Discount Rate
ii) Salary Escalation Rate
Salary Escalation Rate as at Year end 6.00% 6.00%
Effect on DBOdue to 0.5% increase in

2,460,401.00 2,222,016.00Salary Escalation Rate
Effect on DBO due to -0.5% decrease in

(2,251,899.00) (2,030,105.00)Salary Escalation Rate

c. Separation and Travel allowance

(Amount in Nu.)"'. Patticulars -~~ D~ember 31,2021 Dece~Der 31,2020~
i) Discount Rate
Discount Rate as at Year end 8.00% 8.00%
Effect on DBO due to 0.5% increase in

(866,050.00) (820,394.00)Discount Rate
Effect on DBO due to 0.5% decrease in

941,300.00 891,281.00Discount Rate
ii) Salary Escalation Rate
Salary Escalation Rate as at Year end 6.00% 6.00%
Effect on DBO due to 0.5% increase in

1,018,432.00 949,935.00Salary Escalation Rate
Effect on DBO due to 0.5% decrease in

(944,775.00) (880,570.00)Salary Escalation Rate

7.2Related PartyTransactions

A related party transaction is a transfer of resources, services and/ or obligations between
the Bankand a related party, regardless ofwhether a price is charged.

Of the 30,000,000equity shares (Nu.100each) issued by the Bank as at December 31, 2021,
24,000,000equity shares (80%)are held by M/ s Druk Holding and Investments Limited
(DHI).The entire share capital ofDHI is held by the Ministry of Finance,RoyalGovernment
of Bhutan. The Bankconsiders that for the purpose of BAS24,Related Party Disclosures,the
Royal Government of Bhutan is in a position of control over it, and therefore regards the
RoyalGovernment of Bhutan and its controlled companies/corporations as relatedparties
for the purpose of the disclosures required by BAS24.

A summary of the Bank's transactions with the RoyalGovernment of Bhutan and its related
entities is included below:
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Related Party Disclosure as on December 31, 2021

(Amount in Nu.)

Sl.No. N~ .rt Primary Party: 1';RelationshiP I~~tureof Trans~Uith Amopt Outstanding ~ Transadion ~~g the year ~relatea party ~bern,2021. :

1 Royal Government of Ultimate Investment in RGoBBond 987,999,000.00Bhutan Holding -
Payment of Brand & - 1,514,782.12Management Fee

2 Druk Holding and Holding Payment of Dividend - -
Investment Limited Company Three BankGuarantee issued

Bank Guarantee 105,120,000.00for Nu. 64,824,000,Nu.
21,024,000& Nu. 19272,000

Bhutan Board Product Fellow Total Debit Nu. 24,657,608.54&
3 Limited Subsidiary WCL - Manufacturing & Industry 10,000,000.00 Total Credit Nu. 21,421,783.54Company

4 Druk Green Power Fellow Service Loan 720,909,487.52Total Debit of Nu. 7,789,248.60Corporation Ltd Subsidiary &Credit of Nu. 5,873,859.60
0 Total Debit of Nu.

Bhutan Carbide and BOBL WCL- Manufacturing & Industry 160,000,000.00137,964,789.01&Credit of Nu.
5 Chemical Shareholding 57,993,650.29

Manufacturing loan (Covid Total Debit of Nu. 402,120.51
Loan) 47,567,981.57&Credit of Nu.3,475,400.00

WCL- Manufacturing & Industry Total Debit of Nu.
Fellow 250,000,000.00510,352,149.19&Credit of Nu.

6 Bhutan Ferro Alloys Subsidiary Bank Guarantee 451,246,138.41Ltd. Company
Bank Guarantee 47,507.20 One BGissued for Nu.

47,507.20

Industrial Loan 572,858,003.25 Total Debit of Nu.7,253,565.25
&Credit of Nu.l0,956,950.67

Dungsam Cement Fellow Industrial Loan (Covid Loan) Total Debit of Nu. 7,274,251.66
7 Subsidiary 571,289,780.29&Credit of Nu. 21,909,788.55Corporation Limited Company

Three BGissued for Nu.
Bank Guarantee 1,804,500.00 601,500.00,Nu. 601,500.00&

Nu. 601,500.00

Industrial Loan (Covid Loan) 4,118,929.40 Total Debit of Nu. 34,199.19&
Fellow Total Credit of Nu. 0.00

8 Dungsam Polymers Ltd Subsidiary Total Debit of Nu.
Company WCL- Manufacturing & Industry 13,400,000.00 34,842,448.36&Credit of Nu.

29,193,281.41
Total Debit of Nu. 1,086,739.33

Service Loan 81,760,456.31&Total Credit of Nu.
3,033,548.64
Total Debit of Nu. 47,383.71

State Trading Fellow Service Loan 3,561,335.75 &Total Credit of Nu.
9 Corporation of Bhutan Subsidiary 146,752.21

Limited Company Total Debit of Nu.
WCL- Service 150,000,000.00721,367,011.79&Total Credit of

Nu. 774,673,476.52

Bank Guarantee 1,606,750.00 Two BGissued for Nu.
1,506,750.00& Nu. 100,000.00

Fellow WCL- Service 500,000,000.00 Total Debit of Nu. 0.00 &
Bhutan Power Total Credit of Nu. 0.0010 Corporation limited Subsidiary

Company WCL - Service 227,300,000.00 Total Debit of Nu. 0.00 &
Total Credit of Nu. 0.00
Total Debit of Nu. 2,011,597.00

Fellow Industrial Loan 173,286,210.59&Total Credit of Nu.

11 Azista Bhutan Subsidiary 1,290,923.76
Healthcare Ltd Total Debit of Nu 9,328,502.41Company WCL- Manufacturing & 37,500,000.00 &Total Credit of Nu.Industry 340,516.63

Natural Resources Fellow Total Debit of Nu.
12 Development Subsidiary WCL - Manufacturing 60,000,000.00 133,166,845.19&Total Credit of

Corporation limited Company Nu. 149,821,840.00

Service Loan (Covid Loan) .246,404,022.12 Total Debit of Nu. 1,920,246.45
&Total Credit of Nu. 0.00

Druk Air Corporation Fellow
Total Debit of Nu. 1,920,246.4513 Subsidiary Service Loan (Covid Loan) 239,432,711.70Limited Company &Total Credit of Nu.

Total Debit of Nu.
WCL-Service & Tourism 1,020,640,000.0011,621,270.16&Total Credit of

Nu.ll,403,687.12
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(Amount in Nu.)
SI.No. Na~e of Prim~Larty Relationship Nature of Transacti.ith Amount Outstanding as oJ .,.:

related Party . ,.,'. December 31,2021'ii< J~~ion during the year

Koufuku International Fellow Total Debit of Nu. 8,307,225.76
14 Limited Subsidiary WCL-Agriculture 12,000,000.00 & Total Credit of Nu.

Company 7,578,915.77
Penden Cement Fellow Three Bank Guarantee issued

15 Authority Limited Subsidiary Bank Guarantee 2,012,400.00 for Nu. 670,800.00,Nu.
Company 670,800.00& Nu. 670,800.00

16 Karma Yonten Director Housing Loan 10,041,731.80Total Debit of Nu. 69,804.00&
Total Credit of Nu. 70,967.40

17 Dr.Phuntsho Choden Director Housing Loan 2,506,940.60 Total Debit of Nu. 33,454.14&
Total Credit of Nu. 82,576.66

18 Tshering Dorji Independent Housing Loan 11,373,438.08Total Debit of Nu. 868,279.51&Director Total Credit of Nu. 682,870.03

19 Tshering Dorji Independent Housing-FEIF 654,734.45 Total Debit of Nu. 654,734.45
Director & Total Credit of Nu.

All transactions between the Bank and above related parties fall under "Related Party
Transactions". However, all transactions in 2021have been carried out at an Ifarms-length"
and no benefit has accrued to either party as a result of the relationship.

Key management personnel (/KMP')

KMPs are those persons having authority and responsibility for planning, directing, and
controlling the activities of the Bank directly or indirectly including any director whether
executive or otherwise. Keymanagement personnel of the Bankfor the purpose of disclosure
of compensation include the members of the Board of Directors and Chief ExecutiveOfficer
as required by the Companies Act of Bhutan, 2016.

Summary of the compensation paid to KMP's are given below:
(Amount in Nu.)

SI.No. ~ '~·"';0.·~~ Particulars" .'0~ '1+~.;z;~ December 31, 2021"'"rre~ber31,2020
a. Remuneration, allowances, etc. paid to Chief

Executive Officer:

i Salary, Allowances, Bonus and Encashment of
2,962,654.00 2,936,718.87Leave

ii Contribution to Provident Fund 189,006.00 183,380.00
iii Sitting Fee 104,000.00 104,000.00

Total 3,255,660.00 3,224,098.87
b. Executive Directors:
i Salary, Allowances, Bonus and Encashment of Le 7,046,381.00 6,546,169.05
ii Contribution to Provident Fund 433,599.00 394,107.00
iii Sitting Fee 2,000.00 8,000.00

Total 7,350,100.00 6,948,276.05
c. Non-Executive Directors:
i Sitting Fees paid to other Directors 428,000.00 444,000.00

Total 428,000.00 444,000.00

11
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7.3 Confirmation IReconciliation

a. The reconciliation of the following accounts maintained with various agencies /
parties are in process, and the impact if any, subsequent to the reconciliationof these
accounts, will be taken in the year of reconciliation,which in view of management,
will not be material.

270,785,917.91 171,965,850.43

Interchange for Financial Transactions (GIFT)
IrlL'LVU_lLl (Nostro Statement Balance - GL Balance)

Interchange for Financial Transactions (GIFT )
Account

225,306.02

b. The balances in the loan and advance to customers, other financial assets, other
financial liabilitiesand other parties etc. are subject to confirmation / reconciliation.
The impact, if any, subsequent to the confirmation / reconciliation,will be taken in
the year of confirmation/ reconciliation,which in view of management, will not be
material.

7.4 Assets under Lien

Balances in the Placements with Other Banks (Note 5.3) include USD 3.120 million
equivalents to Nu. 232,377,600.00(Previous Year: USD 3.120million equivalent to Nu.
228,976,800.00),which is under lien with Standard Chartered Bank, Singapore and
Commerzbank, Germany respectivelywith respect to Letters of Credit issued by the Bank
and confirmedby Standard Chartered Bankand Commerzbank.

7.5Fair value measurement of Equity investments

(i) Fair value hierarchy

This sectionexplains the judgments and estimatesmade in determining the fair values of the
financial instruments that are (a) recognized and measured at fair value and (b)measured at
amortized cost and for which fair values are disclosed in the financialstatements. To provide
an indication about the reliabilityof the inputs used in determining fair value, the Bankhas
classifiedits financialinstruments into the three levels prescribed under the BAS.

11: Levell hierarchy includes financialinstruments measured using quoted
r,,~.c:;,t""'~'l.frr;~·,

(

r~-~ :.~:, .~";)el : The fair value of financial instruments that are not traded in an ac '"b..·d~'f~m ed using valuation techniques which maximize the use of observab i<_
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and rely as little as possible on entity-specific estimates. If all significantinputs required to fair
value an instrument are observable, the instrument is included in level 2.
Level 3: If one or more of the significant inputs is not based on observable market data, the
instrument is included in level3.This is the case for unlisted equity securities included in level
3. In practice, the bank relies on previous year audited report for valuing unquoted stocks.
However, due to time lag of 12months in the previous year's audited report and current year's
reporting period, fair value measurement may lead to material changes in the financialhealth
of the unlisted companies. Hence, it is imperative that the bank uses data for valuation closest
to the valuation/ reporting date.

(ii) Valuation technique used to determine fair value

The carrying amounts of other financialassets, due to customers and other financial liabilities
are considered to be the same as,their fair values, due to their short-term nature.

The fair values for financial instruments such as loans and advances including staff loans and
investment in DHI seed fund were calculated based on cash flows discounted using current
borrowing rate/respective interest rate. They are classified as level 3 fair values in the fair
value hierarchy due to the inclusionof unobservable inputs including counterparty credit risk.
Financial assets at fair value - recurring fair value measurements
Quoted Entities: The fair value measurements of investments quoted/listed are taken at
current market price on the date ofreporting fromRoyalSecurityExchangeofBhutan Limited
(RSEBL).The same are compared against the cost and the difference of purchase price and
market price is passed to OCI.

Unquoted Entities:The bank has computed the fair value measurement for those investments
which are not quoted in the activemarket using adjusted net asset method. The differenceof
fair value and book value is passed to OCI.

Significant estimates

The fair value of financial instruments that are not traded in an active market is determined
using valuation techniques. The Bank uses its judgment to select a variety of methods and
make assumptions that are mainly based on market conditions existing at the end of each
reporting period. For details of the key assumptions used and the impact of changes to these
assumptions see (ii)above.
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The following table shows an analysis of financial instruments recorded at fair value by
level of the fair value hierarchy.

(Amount inNu.)
"II 101;\1'. ,Ix %~ 'Ihll'Iii iii, ' ,,,,, f!~"el,l ~i,1I416. LevelJllliiii0ff51i(~tLevelI,U.
As at December31, 2021
Investmentsavailablefor sale(Quoted 398,020,949.00 - -
shares)
Investments(UnquotedShares) - - 121,458,200.00

As at December31, 2020
Investmentsavailablefor sale(Quoted 294,799,939.00 - -
shares)
Investments(UnquotedShares) - - 105,884,538.00

7.6 Consolidation of Accounts

The consolidation of the accounts of associatesof the Bankviz. FinancialInstitutions Training
Institute (FITI)and RoyalSecuritiesExchangeof Bhutan Limited (RSEBL)has not been done
by Bankas the Holding Company i.e.Druk Holding & Investments ~td. (DHI)has agreed to
consolidate the same.

7.7Capital Commitments

The capital commitment as of December31, 2021 stood at Nu. 20,555,050.83, for purchase of
fixed assets. (Previous year Nu. 76,966,045.13 as at December 31, 2020 on account of capital
expenditures for the construction of the Bank's Corporate Office in Thimphu and for
purchase of other assets)

7.8Contingent Liabilities

a. To meet the financial needs of its customers, the Bank enters into various irrevocable
commitments and contingent liabilities.Theseconsist of financialguarantees, letters of credit
and other commitments to lend. As at the statement of financial position date, these
obligationsmay not be recognised but they contain the credit risk and therefore form part of
the overall risk of the Bank. Letters of Credit and Guarantees (including standby letters of
credit) commit the Bank to make payments on behalf of the customers in the event of a
specific act, generally related to the import or export of the goods. The value of these
commitments is given in the Note 5.23.

b. Income tax assessment
Income Tax assessment has been completed up to the financial year 2019. As per the
assessment report for the income year 2018 and 2019, the additional tax assigned was
evaluated to be Nu. 25,892,906.33. The bank has made payment with regard to undisputed
earlier years' tax amounting to Nu. 22,857,700.98 along with the payment of penal interest on
earlier years tax expenses amounting to Nu. 2,145,230.93.
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7.9 Current and Non-Current Classifications

The status of current/non-current assets/liabilities in the Statement of Financial Position on
the basis of residual maturity is as follows:

rti. Parti~arS,"
.,

1~~.·...December 31, 2021 ".I~ember 31, 2020 >if ~., •

Current Assets
Cash and Cash Equivalents 2,546,846,131.32 3,609,845,434.02
Balanceswith Central Bank 29,855,260,739.57 28,400,237,730.08
Placements with other Banks 1,432,377,600.00 1,828,976,800.00
Loans& Advances to Customers 4,694,413,781.55 6,542,514,728.88
FinancialInvestments - Held to Maturity 9,335,341,900.00 997,548,100.00
Other FinancialAssets 1,134,686,023.39 311,027,800.34
Other Assets 56,348,240.63 241,630,976.54
Total Current Assets 49,055,274,416.46 41,931,781,569.86,
Non Current Assets
Loans & Advances to Customers 47,114,842,891.43 40,940,115,302.29
FinancialInvestments - Held to Maturity 2,407,947,451.98 2,568,277,428.95
FinancialInvestments - Availablefor sale 474,699,649.00 352,012,297.00
Investments in Associates 44,779,500.00 48,672,180.00
Property, Plant & Equipment 1,237,101,938.10 450,067,048.78
IntangibleAssets 264,358,577.79 210,601,120.65
Capital Work-in-Progress 80,693,455.93 684,819,395.67
Total Non-Current Assets 51,624,423,464.23 45,254,564,773.34
TOTALASSETS 100,679,697,880.69 87,186,346,343.05

(Amount in Nu )

r%\(~tlf#¥ '~.Pattl'mf(i;l~. ",':: "!Ill !•• ~~ember31, 2021 I~«.~ember 31, 2020.·~$ L4
Current Liabilities
Due to Banks 18,760,406.32 25,387,554.27
Due to Customers 66,703,095,422.83 58,548,449,072.45
Current Tax Liabilities 103,194,110.76 (48,046,219.44)
Other FinancialLiabilities . 2,167,963,279.48 1,550,527,375.95
Provision for Liabilities& Charges 9,116,736.79 13,100,194.95
Retirement BenefitObligations 27,312,443.00 14,944,061.00
Other Liabilities 1,279,809,132.10 594,491,181.95
Deferred Tax Liabilities 106,702,016.59 80,647,182.59
Total Current Liabilities 70,415,953,547.87 60,779,500,403.72
Non-Current Liabilities
Due to Customers 21,823,254,181.24 19,044,723,372.39
Retirement BenefitObligations 216,444,261.00 203,694,346.00
Total Non-Current Liabilities 22,039,698,442.24 19,248,417,718.39
TOTALLIABILITIES 92,455,651,990.11 80,027,918,122.11
EQUITY
Share Capital 3,000,000,000.00 3,000,000,000.00
Reserve Fund 2,310,179,262.68 2,189,684,368.40
ExchangeFluctuation Reserve 318,197,898.97 292,253,233.84
Retained Earnings 2,140,199,237.45 1,676,490,619.23
Asset Pending Foreclosure Reserve 455,469,491.85 -
TOTALEQUITY 8,224,045,890.96 7,158,428,221.47
TOTALLIABILITIES& EQUITY 100,679,697,880.68 87,186,346,343.04

(Amount in Nu.)
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7.10 In the opinion of the Management, all items of assets and liabilities as appearing in the
Statement of Financial Position as at December 31, 2021 have a value equal to the amount at
which they are stated therein.

7.11 Disclosures

a. Abandoned Property

As per Section 245 of the Financial Services Act of Bhutan, 2011, Notwithstanding anything
contained in any other law, any money or articles shall be deemed to be abandoned property
in terms of this Section if the owner fails to claim the money or the articleswithin a stipulated
period of time as may be prescribed in the regulations by the Authority.

Accordingly, the Bankhas identified such unclaimed balances with detailed information on
the amounts and beneficial owners of such monies/ articles. The Bank continues to take
action to contact the beneficialowners of such monies/ articles.

As at year-end, the following amounts are" abandoned property" included in the statement
of financial position of the Bank.

Unclaimed CashWarrants
Unclaimed Drafts
UnclaimedTerm Deposits
Other Unclaimed Balances

b. Deferred Taxation
Deferred tax is accounted for in accordance with BAS12, Income Taxes. BAS12 defines a
deferred tax liability as being the amount of income tax payable in future periods in respect
of taxable temporary differences and deferred tax assets are the amount of income taxes
recoverable in future periods in respect of deductible temporary differences.

The analysis of deferred tax assets and deferred tax liabilities is as follows:
(Amount in Nu.)

!t ~.IParticulars ~Ji. d, C;;;~ December 31.:2021
Deferred tax assets
Deferred tax asset to be recovered after more than 12months
Deferred tax asset to be recovered within 12months

-
Deferred tax liabilities:
Deferred tax liabilitiesto be recovered after more than 12months 80,647,182.59
Deferred tax liabilitiesto be recovered within 12months 26,054,834.00

Deferred tax assets / (liabilities) (net) 106,702,016.59
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The gross movement on the deferred income tax account is as follows:

At January 1, 2021
Charged (credited) to the income statement
Charged (credited) to other comprehensive income
Charged (credited) directly to equity
Acquisition of subsidiary
Exchan e differences

26,054,834.00

At December 31, 2021 26,054,834.00

Movement in deferred income tax assets and liabilities during the year, without taking into
consideration the offsetting of balances within the same tax jurisdiction:

At Jannary 1, 2021
Charged (credited) to the income statement
Charged (credited) to other comprehensive income
Charged (credited) directly to equity
Acquisition of subsidiary
Exchan e differences

90,308,446.67

86,849.444.39

(3,459,002.28) 86,849,444.39

At December 31, 2021 (3,459,002.28) 90,308,446.67

c. Current Income Tax

According to the Income Tax Act of Bhutan, 2001, all Companies registered under the
Companies Act of the Kingdom of Bhutan shall be subject to full tax liability on all sources
of income.Currently as per the Section45.1ofChapter 9 of the Act, the rate of income tax for
companies under full tax liability shall be 30 percent on the net profit. All companies shall
file an income tax return for the income year within 31st of March of the succeeding year in
accordance with the rules prescribed by Ministry of Finance.

The current income tax expenses calculation is in below table:

deferred tax
in tax rates

26,054,833.00

206,025,722.00
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d. Asset Pending Foreclosures

Royal Authority Monetary of Bhutan came up with the guideline on the transfer of non­
performing loans asset as asset pending foreclosures in considering that the financial
institutions will not be in a position to lend due to the impact of high NPLs and loan loss
provisions which ultimately lead to credit crunch if not addressed in a timely manner.

Themain purpose of theseGuidelines is to provide broad uniform guidelines to the financial
service providers for foreclosing and writing off of NPLs in a timely manner across the
financial sector.And this is also to enhance the financial institution's capital position thereby
enabling creation of new loans with the ultimate objectiveof improving the real economy.

Non-performing loans of the financial institutions that are beyond the scope of recovery or
unable to recover due to COVID-19pandemic shall be eligible for transfer and in order to
qualify for the transfer these NPLSshould have been in the followingcategories group for at
least one year as on March 31,2020.

The followingcategories ofNPLs are:
a) Absconded
b) Untraceable
c)Deceased
d) Imprisoned
e) Loans under enforcement

Details of Asset Pending Foreclosure as of December 31, 2021
(Amount in Nu.)

SI.No AccountTv"pe No.of Accounts Am6unt outstandins;
1 Absconder 91 12,598,824.13
2 Deceased 7 2,232,362.72
3 Deficit 11 91,685,215.60

. 4 Imprisoned 10 . 3,905,057.46
5 LawEnforcement Investigation 8 258,558,036.74
6 Unable to Auction 18 86,489,995.20

Total 145 455,469,491.85

e. Impact of COVID-19 Pandemic

The Covid-19pandemic has put the Bhutan's financial systemunder considerable strain and
has led to severe liquidity stress. It has severely affected the socio-economicactivities and
negatively impacted economic growth, inflation and unemployment in the country. The
RoyalGovernment of Bhutan and the RoyalMonetary Authority have implemented various
fiscal and monetary measures to mitigate shocks and to boost the economy from the
pandemic under the command ofHis Majesty.
The Bankhas implemented the followingpolicy intervention in linewith the RMA's overall
monetary reliefmeasures.



include those concessional loans granted under Monetary Measures and are still being
continued.

ii. Extended deferment of loan repayment for all loans sanctioned as of June 30,2020 shall
be eligible for another one year until June 2022.

iii. The bank has provided one percent interest rate reduction (rebate) on term loans for
another one year from July 2021 to June 2022 to the borrowers who service their loan
instalments regularly. Rebate on terms loans amounting to Nu. 152.62 million,
contributed by the bank as of December 31,2021.

7.12Macro Prudential Disclosure

Financial Risk management of the Bank (Qualitative)

i. Capital Planning
The Bank has a process for assessing and monitoring its Capital Adequacy Ratio in line with
the Bank's risk appetite while maintaining its capital in line with the statu tory requirements.
The monitoring process provides an assurance that the Bank has adequate capital to support
all risks inherent to its business and appropriate capital buffer based on its business profile.
The Bank identifies, assesses and manages comprehensively all risks that it is exposed to
through its governance and control practices, risk management and an elaborate process for
capital calculation and planning, through its annual planning processes.

The Bank has a structured internal framework to assess its capital requirements which
involves the identification and evaluation of all significant risks that the Bank faces, which
may have a material impact on its financial position. The Bank also implemented a
comprehensive Internal Capital Adequacy Assessment Process (ICAAP) that will guide the
Bank in setting the process for assessment of the capital adequacy to support its current and
future business activities/ risks and built a model on the capital projections/ requirements
for a period of up to 3 years.

ii. Credit Risk Management

The Bankhas an approved Credit risk policydocument governing credit risk identification,
assessment and monitoring. Credit scoring is key for assessing the credit risk arising from
facilities.Credit scoring assesses the credit worthiness of borrowers and is indicative of
expected lossesby undertaking the loan.A rating model consistsof a set of factors,which is
used to assess the customers' ability to repay the loan based on their inherent credit risk.

Capital requirements

For credit risk capital requirements, ICAAPpolicy document covers the method to compute
the regulatory capital requirements. The Bank however, bases the RMA Prudential
regulation 2017to maintain the minimum CARof 12.5percent along with Operation risk
capital,based on BIAmethod.



• Capital adequacy;
• Liquidity risk;
• Profitability risk;
• Interest rate risk;
• Non-performing assets;
• Concentration risk;
• Sectoral risk etc.;

iii. Credit risk Provisions for Loans and Advances

For individual impairment any customer with total exposure exceedingNu.10million
and loan against cash collaterals at customer level is considered as individually
significant.DefinitionofTotal exposure =Outstanding amount (Principal+ Interest) >
10million break up of computation of outstanding amount product wise: unsecured
portion of the exposure is provided with loss allowances.

Collective Impairment provision is calculated transaction wise based on the pool
define as per sector wise classifications.The credit loss provisioning is done for those
accounts under stage2 and stage 3 as per the Incurred LossModel as below.

(Amount in Nu.l
Classifications December 31,2621 December 31,2020

Stage 2 28,921,639.15 91,523,769.00
Stage 3 909,602,487.50 1,248,222,846.52
Total 938,524,126.65 1,339,746,615.52
Individual Impairment 32,662,879.63 128,761,911.53
Total Provision 971,187,006.28 1,468,508,527.05
Interest impairment 143,842,908.09 205,369,393.31

iv. Methodology for valuation and Management of Collaterals

We take collaterals such as fixedassets,fixedcapital,movable capital and machineries,
stock and book debts, extension of charges on the securities already being charged to
bank and against fixed deposits receipt. The valuation and management of the
collaterals is based on the followings:

a. Valuation/Estimation of collateral security being offered (Estimated by Real Estate
Division of the Bankin case ofHousing Loans).

b. Place of locations and its feasibilityof business.
c. Verifications and valuations of available stock and book debt at the time of availing

loan.
d. Taking ownership certificates and mortgage deed of the collateral being offered

against the loan applied and obtaining the comprehensive insurance policy in the joint
name of bank and the party.

___- __Appraising and sanctioning the loan as per the RMAPR and within the prescribed



f. Follow up of loan EMI and Interest, after release of loan as per the recovery policy and
procedures of the bank.

v. Collateral management

Collateral management is the method of verifying the status, evaluate the value of
collateral in the market and maintain proper track record of collateral transactions, in
order to reduce credit risk.

i. Taking into account the depreciated value of the collateral securities on a yearly
basis during the periodical review of loans till the currency of loan account.

ii. Securing and continue to have comprehensive insurance for the full value of .
collateral security, having adjusted the periodical depreciation.

vi. Risk Management Strategy

The main objective of risk management program in the Bank is to bring together, in an
integrated and coherent manner three equally critical but potentially conflicting strategies as
detailed below:

a. Overall Corporate strategy;
b. Risk Management strategy;
c. Operational excellence.

Each of these demands has impact on the others. Resolving the creative tension between
them is the core responsibility of the management committee and Board of Directors of the
Bank. The Board of Directors and Senior Management of the Bank is well aware of principles
of credit risk, operational risk and market risk and ensure that these risks are identified,
assessed, monitored, controlled and mitigated. They also ensure that the bank's risk
management framework is subject to effective and comprehensive internal audit by
operationally independent, appropriately trained and competent staff.

The Board and Management committee of the bank always strive to balance and harmonize
the natural tension between growth and risk objectives that embodies in the corporate
strategic plan and the ICAAP policy of the Bank. Ability to effectively fulfil this mandate
rests, among other things, on its reputation as an organization of the highest integrity and
professionalism.

vii. Risk management governance

In line with clause 62 and 63 of Financial Services Act and clause l1(i) and (ii) of the RMA
Corporate Governance regulation 2011, the Bank has instituted a Board Risk Management
Committee (BRMC) at Board level and Risk Management Committee (RMC) at management
level. While BRMC is chaired by one of the Directors, Chief Executive Officer chairs the RMC.
The Risk Management Division is an independent division which directly reports to the

~~", .. -:c'\ ts charter, Terms of Reference and Rules of Procedures approved by th ~ '~ ~
~: '~g.y~r'fs 1committees.TheHead, Riskmanagement and Riskofficershave their ~ Ter~ ~~
';.~~~,'.;6,f~R~.'r~en es and job descriptions under which the division functions. ~ ~~'{~~~
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Risk management is integral to all aspects of the Bank's activities and is the responsibility of
all employees. Managers have a particular responsibility to evaluate their risk environment,
to put in place appropriate controls and strengthen the three lines of defence and to monitor
the effectiveness of those controls. The risk management culture emphasizes careful analysis
and management of risks in all business processes.

Coverage of risk management framework

The Bank's attitude towards its key strategic, financial, people and operational risks is as
described below.

Strategic Risks

The Bank's Executives meet regularly to discuss the major initiatives and ensure these
initiatives are prioritized appropriately and are managed and reported on a consistent basis.
Our Strategy Department is responsible for development of strategic plan for the bank for
the next five years.

Operational Risks

The Bank's appetite for specific operational risks is detailed below. Risks are carefully
analysed in all the Bank's operational activities, including ensuring that the benefit of the risk
control measures exceeds the costs of these measures. Operation risk basically covers; people
risk, system risk, process risk and external risk.

Information Technology

Information Technology (IT) risks cover both daily operations and on-going enhancements
to the Bank's IT systems. These include:

• Processing - Prolonged outage of a CBS system
The Bank has a very low appetite for risks to the availability of systems which support its
critical business functions including those which relate to alternate delivery channels,
banking operations and financial transactions and inter-bank settlements. Systemdowntime
is tracked monthly as KRIand the Bankensures that it is within the tolerable threshold limit.

• Security - Cyber-attack on CBS systems or networks
The Bankhas approved IT security policy. Ithas a very low appetite for threats to its assets
arising from externalmalicious attacks.Toaddress this risk, the Bankaims for strong internal
control processes and the implementation of robust technology solutions.

• ISO 27001:2013ISMS and PCI-DSS Certification
The Bankof Bhutan Limited (BoB),the largest and the oldest Bank in the country, has come

However, the
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always associated with Cyber Threats and Risks.

In order to minimize the Cyber Threats and Risks, despite pandemic, the Bank could
implement world-class Cyber Security Standards such as ISO 27001:2013ISMS (Information
Security Management System) and Payment Card Industry Data Security Standards (PCI­
DSS), during the Year 2021, as part of its commitment in extending secured and reliable
digital services.

ISO 27001 (formally known as ISO/IEC 27001:2013) is a specification for the Information
Security Management System (ISMS). An ISMS is a framework of policies and procedures
that includes all legal, physical and technical controls involved in an organization's
Information Risk Management Processes. The Information Security Management System"
preserves the confidentiality, integrity and availability of information, by applying a risk
management process and gives confidence to interested parties, that the risks are adequately
managed.

Securing the ISO 27001 certification demonstrates that BoBhas identified the risks, assessed
the implications and put in place the needed systemized controls, to limit any damage to
the organization and that the Bank is prepared to provide requirements for establishing,
implementing, maintaining and continually improving it's information security management
system. Overall, getting ISO 27001 certification portrays that the Bank is sensitive about the
Information Security.
PCI-DSS is an Information Security Standard, applicable to organizations handling the card
transactions, from the major Card Schemes, like Visa, MasterCard etc. The standard was
created, to increase controls around card holder-data and to reduce card-related frauds. PCI
certification ensures security of card data at business, through fulfilment of a set
of requirements established by the Payment Card Industry Security Standard Council (PCI­
SSe). These include a number of commonly known best practices, such as Installation of
firewalls, Encryption of data transmitted, etc.

As part of these certifications, the Bank underwent various assessment processes, which
include from defining the scope, Gap assessment, developing the Policies & Procedures,
VulnerabilitiesAssessment,Penetration Testing and suitable Remediation. The journey was
very challenging and costly to the Bank, yet worth doing it, since this is the only way to
minimize the ever-increasing Cyber Threats and Risks to the Bank and its esteemed
customers.

With these Security Standards implementation put in place, at the Bank,the infrastructures,
systems, digital services and Card business provided by the Bank,to its customers are now,
more secure and reliable.

Fraud and Corruption

TheBankhas no appetite for any fraud or corruption perpetrated by its employees.TheBank



Compliance

The Bank has a fully functional compliance division committed to a high level of compliance
with relevant legislations, regulations, industry codes and standards as well as internal
policies and sound corporate governance principles. Identified breaches of compliance will
be remedied as soon as practicable. The Bank has no appetite for deliberate or purposeful
violations of legislative or regulatory requirements. Composite rating by regulatory is
tracked yearly as a KRI for the bank and any deterioration in the rating is taken seriously.

Information Management

The Bank is committed to ensuring that its information is authentic, appropriately classified,
properly conserved and managed in accordance with legislative and business requirements.
Ithas a very low appetite for the compromiseof processesgoverning the use of information,
its management and publication. The Bank has no appetite for the deliberate misuse of its
information. Information transparency is critical for correct communication and bank
upholds the principle transparency in terms of sharing the information to its employees,
customers and stakeholders.

People and Culture Risks

The Bank'ssignificantpeople and culture-related risks include:

• Calibre of People
The Bankrelies on motivated and high-quality employees to perform its functions. Itaims to
create an environment where employees are empowered to the full extent of their abilities.
The Bank has a well-designed succession planning and retention policy to retain and
motivate highly qualified employees and give them every.opportunity to advance their
career in the bank. The appetite for losses to the value of the Bank'scollectivecompetencies,
knowledge and skillsis very low and attrition rate for key positionholders is taken seriously.

• Conduct of People
The Bankexpects employees to conduct themselveswith a high degree of integrity, to strive
for excellencein the work they perform and the outcomes they achieve,and to promote and
protect the public interest. The appetite for behaviours, which do not meet these standards,
is very low. The Banktakes any breach of its Code of Conduct seriously.

• Work Health & Safety (WHS)
The Bankaims to create a safe working environment for its entire employees,where people
are protected from physical or psychologicalharm. Ithas a very low appetite for practicesor
behaviours that lead to staffbeing harmed while at work. A grievance re-dressal systemhas
been put in place for the employees to address their issues if any, and resolves it amicably

_.-_in~imumreputational damage to the bank and its employees.
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Risk exposures-

Valuing a defined benefit plan is fundamentally an exercise in estimating the future cost of
the benefit, the exact value for which only time will reveal. It relies on a set of financial and
demographic assumptions along with prevalent regulatory framework in valuing liability.
Thus, the Plan is exposed to a variety of risk as discussed herein.

• Discount rate risk
The present value of the defined benefit obligationis heavily dependent on the discount rate.
As such, the quantity is highly sensitive to the discount rate and a slight decrease in this
assumption parameter will result in an ultimate cost that is significantly higher and vice
versa.

• Salary growth risk
As the Earned Leavebenefit is a final-pay scheme, the actual cost of the plan will depend on
the growth rate of salary over the years. As such, a higher than expected growth in salary
will result in a cost which is higher than the estimate. Similarly,a slower salary growth will
result in actual liability being lower than projected.

• Employer turnover risk
Employer turnover experience of BOBLwill have a significant impact on the design of the
benefit and consequently the overall cost of the plan. Furthermore, deviation in actual
experience from assumption would also lead to change in the liability of the plan.

• Demographic risk
In the absence of credible scheme-specificdata, the IALM2012-14mortality rate has been
used in projecting the benefits. Thus, deviation of the actual experience from the rates used
will result in change in the cost of the plan.

• Regulatory risk
The present value of the defined benefit obligation has been arrived at using the current set
of regulatory frameworks. As such, any change in the relevant rules and concerningEarned
Leave benefit such as increase in ceiling, introduction of floor, change in vesting period or
benefit accrual rate would eventually alter the liability.

• Liquidity risk
Finally, there is a risk that BOBLmay not be able to honour the Earned Leave payments in
the short-run due to liquidity constraints.

Bank's Risk Appetite & ICAAPpolicy

The objectivesof the Internal Capital Adequacy Assessment Processpolicy are:
a. To ensure management of internal capital in accordance with the country's

regulatory framework and BaselIIPillar I capital requirement guidelines;
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gregation of the risk inherent in the Bank's business and operations;



c. To ensure that the available capital is commensurate with the Bank's risk profile;
d. To ensure that there is a clear assignment of roles and responsibilities for facilitating

the ICAAP;

Types of risks covered under ICAAP policy are:

The risks that are applicable to the Bank based on our business requirements and the status
of the economy are classified below in terms of Basel II Pillar I and Pillar II.

Classification of Risks X···SfiP Type~~{)frisks 11:' .;m tf1I

""Pillar I Risks Credit Risk
Operational Risk

Risk not fully covered under Pillar I Residual Risk (arising out of credit risk
Mitigation)

Pillar IIrisks Credit Concentration Risk
Interest RateRiskin BankingBook
Liquidity Risk
Reputation Risk
Compliance risk
Economicand regulatory environment
Stress testing

Market risk is not covered in the ICAAPPolicyas the Bankisnot highly exposed to the
market risk. However, for exchangefluctuation risk, the Bankprovides 25%provision
of Exchange Gain on annual basis as per Clause No. 8.3 of RMA Prudential
Regulations,2017.

Reporting & Monitoring

The Bank has number of templates, models, matrices and other statistics calculation, for
assisting and assessing whether outcomes are consistent with the Bank's risk appetite.
Performance against these thresholds and tolerance is tracked and reported to the Risk
Management Committee on a regular basis. Reporting systems are maintained to provide
assurance that the risk appetite is effectively incorporated into management decisions.
Feedback on the implementation of the various policies and models are provided through
the RiskManagement Committee.

Previous year's figures have been rearranged / regrouped, where considered necessary to
make them comparablewith the current year's figure
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Disclosures required as per Macro-prudential rules and regulations

Item 1: Tier 1 Capital and Its Sub-components

Less:-

1 Total Tier 1 Capital
Paid-Up Capital
General Reserves
Share Premium Account
Retained Earnings

a.
b.
c.
d.

Losses for the Current Year(Other Comphrensive Loss)e.
f. Buyback of FI's own shares

of Tier 1 instruments issued FIs

7,450,378,499.76
3,000,000,000.00
2,310,179,262.68

2,140,199,237.08

6,866,174,987.14
3,000,000,000.00
2,189,684,368.40

1,731,430,600.24

(54,939,981.50)

Item 2:Tier 2 Capital and Its Sub-components

1 Tier II Capital
a. Capital Reserve
b. Fixed Asset Revaluation Reserve
c. Exchange Fluctuation Reserve
d. Investment Fluctuation Reserve
e. Research & Development Reserve
f. General Provision
g. Asset Pending Foreclosure Reserve
h. Capital Grants
i. Subordinated Debt

Other Comphrensine Income! (Loss)
k. Profit for the Year
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318,197,898.98

455,469,491.85

292,253,233.84

292,253,233.84
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Item 3: Risk Weighted Assets

1. Zero-Risk Weighted Assets 0% 41,803,025,60965 31,875,320,826.07

2. 20% Risk Weighted Assets 20% 4,123,141,970.58 824,628,394.12 4,923,042,096.21 984,608,419.24

3. 50% Risk Weighted Assets 50% 4,326,360,134.82 2,163,180,067.41 499,136,937.15 249,568,468.58

4. 100% Risk Weighted Assets 100% 50,831,927,616.20 50,831,927,616.20 48,651,962,108.92 48,651,962,108.92

5. 150% Risk Weighted Assets 150% 946,917,170.96 1,420,375,756.44 1,910,972,749.37 2,866,459,124.05

6. 200% Risk .Weighted Assets 200%
7. 250% Risk Weighted Assets 250%
8. 300% Risk We' Assets 300%

* Includes total assets of Nu. 100,679,697,880.70 and Contingent Liabilities of Nu.l,351,674,621.51
# Includes total assets of N u. 86,819,856,377.48 and Contingent Liabilities of N u .674,088,374.51

"
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Item 4: Capital Adequacy Ratios
(Amounts in Nu.)

';, > Q'~f~;tnsei:',,31Y%i~Jtl~D,i~t'~Jt~,"~jl/2oii:(
1 Tier 1 Capital

afwhich Caunter-Cylical Capital Buffer (CCyB) (If applicable)
7,450,378,499.76 6,866,174,987.14

773,667,390,83
8,224,045,890.59

12.70%
3,404,276,741.33

14,02%
7.30%

a,

b. afwhich Sectoral Capital Requirements (SCR) (If applicable)
i, Sector 1
a ~~2

iii. Secotr 3
2 Tier 2 Capital
3 Total qua lifyi.ng Capital
4 Core CAR
5 BIA

a. afwhich CCyB (If applicable) expressed as % of RWA
b. a/which SCR (If applicable) expressed as % ef R~VA

i. Sector 1
~ ~~2

. iii. Secotr 3
6 CAR
7 Leverage Ratio

292,253,233.84
7,158,428,220.98

12.21%
3,458,909,110.49

12.73%
7.81%

Item 5: Loans (Gross including Bills) and NPL by Sectoral Classification

""';':"','.

a. Agriculture 22,870,760.11
b. Manufacturing/ Industry 5,646,744,479,74 112,794,548.08
c. Service & Tourism 14,521,769,611.56 192,999,151.42 12,930,882,163.25 277,488,043.74
d. Trade & Commerce 2,704,579,080.42 329,073,263.19 2,782,628,161.62 758,341,139.96
e. Housing 16,312,179,795.72 142,983,596.48 15,536,832,839.73 1,088,4211,861.87
f. Transport 1,863,190,970.86 400,216,195.11 1,780,856,945.33 783,598,495.13
g. Loans to Purchase Securities 359,122,116.99 296,725,257.40 667,084.46
h. Personal Loans 768,459,934.06 77,528,087.74 761,100,499.95 207,008,207.30
i. Education Loan 708,866,157,81 37,069,836.97 686,500,996.90 92,623,824.88
j. Loan against term deposits 374,061,506.20 166,739,477,16 2,884,302.05
k. Loans to FI (5) 2,895,137.98 3,436,084.98
1. Infrastucture Loans
m. Staff Loans (incentives) 802,880,634.17 82,758,438.48 336,772,263.69 4,293,379.47
11. Loans to govt Owned Companies 3,628,373,554.39 3,309,998,142.91
o. Consumer Loan 4,993,245,308.27 70;573,370.80 4,926,520,400.00 162,550,714.72

Total 52,924,286,587.35 1,704,847,966.75 49,156,507,951.53 3,513,549,361.77

* Includes gross loans and advance of Nu.52,922,796,987.35.and Billsdiscounted &
purchased of Nu. 1,489,600.
# Includes gross loans and advance of Nu.49,147,702,619.33.and Bills discounted &
purchased of Nu. 8,805,332.20.
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Item 6: Loans (Over-drafts and term loans) by type of counter- party

S~No. • Particulars December 31, 2021 rrilember3i;~020
1 Overdrafts 6,966,116,548.81 7,053,701,248.91

a Government - -
b Government Corporations 1,152,693,348.21 893,462,255.05
c Public Companies 172,218,812.93 524,694,369.65
d Private Companies 4,900,233,079.93 4,981,270,312.71
e Individuals 738,076,169.76 650,838,226.52
f Commercial Banks 0

-
g Non-Bank Financial Institutions 2,895,137.98 3,436,084.98

2 Term Loans 45,924,605,085.00 42,087,978,343.57
a Government -
b Government Corporations 2,475,680,206.18 2,416,535,887.86
c Public Companies 356,291,875.20 408,156,103.66
d Private Companies 15,911,611,517.72 13,185,041,718.56
e Individuals 27,181,021,485.90 26,078,244,633.49
f Commercial Banks -
g Non-Bank Financial Institutions - -
Total 52,890,721,633.81 49,141,679,592.48
Credit Cards 32,075,353.54 6,023,026.85
Gross Loans and Advances 52,922,796,987.35 49,147,702,619.33
Bills 1,489,600.00 8,805,332.20
Total Loan Outstanding 52,924,286,587.35 49,156,507,951.53

(Amounts in Nu.)
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Item 7: Assets (net of provisions) and Liabilities by Residual Maturity

1,096,093,516.61
Gov't Securities 5,998,983,100.00 3,336,358,800.00 987,999,000.00 10,323,340,900.00
Investment securities 1,199,585,000.00 739,842,600.98 1,939,427,600.98
Loans & advances to banks 848,960,000.00 500,000,000.00 83,417,600.00 1,432,377,600.00

Loans & advances to customers 347,151,934.94 66,263,927.81 142,443,214.28 277,112,669.19 2,888,662,976.98 1,395,381,870.67 46,692,240,079.11 51,809,256,672.98
Other assets 34,079,201,590.13 34,079,201,590.13
TOTAL ASSETS 1,443,245,451.55 40,993,408,617.94 3,978,802,014.28 1,476,697,669.19 2,888,662,976.98 1,478,799,470.67 48,420,081,680.09 100,679,697,880.70
Amounts owed to other banks 18,760,406.32 18,760,406.32
Demand deposits 27,772,742,842.98 27,772,742,842.98
Savings deposits 28,548,724,144.78 28,548,724,144.78

o
Time deposits 1,002,552,776.96 1,456,115,312.82 3,354,992,871.54 2,795,226,387.03 1,772,741,086.72 21,823,254,181.24 32,204,882,616.31

Bonds & other negotiable instruments 0.00
Other liabilities 12,134,587,870.31 12,134,587,870.31
TOTAL LIABILITIES 56,340,227,394.08 13,137,140,647.27 1,456,115,312.82 3,354,992,871.54 2,795,226,387.03 1,772,741,086.72 21,823,254,181.24 100,679,697,880.70
AssetsfLiabiIities 0.03 3.12 2.73 0.44 1.03 0.83 2.22 1.00

Net Mismatch in each Time Interval (54,896,981,942.53 27,856,267,970.66 2,522,686,701.46 (1,878,295,202.35) 93,436,589.95 (293,941,616.05 26,596,827,498.85 0.00)
Cumulative Net Mismatch (54,896,981,942.53) 27,856,267,970.66 30,378,954,672.12 28,500,659,469.77 28,594,096,059.72 28,300,154,443.67 54,896,981,942.52 54,896,981,942.52
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Item 7:Assets (net of provisions) and Liabilities by Residu:tl Maturity

997,548,100.00 987,999,000.00
157,550,000.00 1,823,412,905.95 1,980,962,905.95

1,046,780,000.00 700,000,000.00 82,196,800.00 1,828,976,800.00

510,370,718.61 2,129,630,068.18 1,406,351,140.06 1,464,459,317.23 872,425,062.18

25,387,554.27
25,319,426,479.26

24,979,838,092.88 24,979,838,092.88
228,638,110.80 933,169,457.69 2,155,037,200.41 1,813,186,295.74 2,071,870,983.31 1,047,282,452.36 19,044,723,372.39 27,293,907,872.70
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Item 8: Assets (net of provisions) and Liabilities by Original Maturity
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Item 8: Assets (net of provisions) and Liabilities by Original Maturity
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Item 9: Assets and Liabilities by time-to-re-pricing

1$
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Item 9: Assets and Liabilities by time-to-re-pricing
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Item 10: Non-performing Loans and Provisions

*Individually impairment includes additional provision (Letter of credit Nu.9,071,878.21 & bank Guarantee Nu.4,444,868.01).

# Collective impairment includes additional provision (Credit card Nu.12,225,646.54)

*Individually impairment includes additional provision (Letter of credit Nu.3,761,991.03 & bank Guarantee Nu.2,978,892.71
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Item 11: Assets and Investments

1. Marketable Securities (Interest Earning)
a. RMA Securities
b. RGOB Bonds/Securities
c. Corporate Bonds
d. Others

Sub-Total
2. Equity Investments
a. Public Companies
b. Private Companies
c. Commercial Banks
d. Non-Bank Financial Institutions

Less
e. SpecificProvisions

Sub-Total
3. Fixed Assets
a. Fixed Assets (Gross)

Less:
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9,335,341,900.00 997,548,100.00
987,999,000.00 987,999,000.00

1,417,187,000.00 1,580,278,428.95
2,761,451.98

11,743,289,351.98 3,565,825,528.95

420,245,599.00 317,169,589.00

72,220,050.00 52,914,708.00
27,013,500.00 30,600,180.00

519,479,149.00 400,684,477.00

2,341,924,026.43 1,986,576,347.51

641,088,782.56



Item 12: Foreign exchange assets and liabilities as at December 31, 2021
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Item 12 (continued): Foreign exchange assets and liabilities as at December 31, 2020
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Item 13: Geographical Distribution of Exposures

Item 14: Credit Risk Exposure by Collateral

1 Secured Loans 52,921,806,100.63 49,141,427,735.68

a Loans secured by physical/real estate collateral 46,685,727,665.88 43,387,893,843.53

b Loans Secured by financial collateral 780,939,207.36 478,108,771.19

c Loans secured by guarantees 5,455,139,227.39 5,275,425,120.96

2 Unsecured Loans 2,480,486.72 15,080,215.85

3 Total Loans 52,924,286,587.35 49,156,507,951.53

* Includes gross loans and advance of Nu.52,922,796,987.35;and Bills discounted & purchased of Nu. 1,489,600.
# Includes gross loans and advance of Nu.49,147,702,619.33;and Bills discounted & purchased of Nu. 8,805,332.20.
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Item 15: Earnings Ratios

1 Interest Income as a percentage of
Average Assets

2 Non-interest income as a
percentage of Average Assets

3 Operating Profit as a percentage of
Average Assets

4 Return on Assets
5
Business (Deposits plus Advances)
per employee (Nu. In million)
Profit per employee (Nu. In

6

1.17%

0.59%

0.76%
0.48%

172.00

0.59

1 NIL NIL NIL

Item 17:Customer Complaints

NIL

2
3
4

o. of complaints pending at the beginnig of the year
No. of complaints received during the year
No. of complaints redressed during the year
No. of at the end of the

51
15,129
15,151

29
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128
24,838
24,915
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Item 18: Provision Coverage Ratio (PCR)

Item 19: Concentration of Credit and Deposits

2.
3.
4.

Total loans to 10 largest borrowers
As % of total loans

Total deposits of the 10 largest depositors
As % 0 total de osits

19.17%
15,438,048,187.21

17.44%

17.21%
14,006,946,002.47

18.05%

Item 20: Exposure to 5 Largest NPL accounts

Five largest NPL accounts
% of Total NPLs 27.97%
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RATIO ANALYSIS



Ratio Analysis

Rinzing Financial Private Limited

1.22%
0.10%

Capital Adequacy Ratio (Tier 1+ Tier 2
Capital)/(Risk Weighted Assets + Operation 14.02% 12.73%

Credit to Deposit Ratio (Total Loans/Total 0

59.78% 63.33%

41.06% 36.80%

3.34% 7.15%

2.92
Net interest margin (Total Interest Income-
Interest Expenses)/Total earning assets (Total 1.67% 2.38%
Loans to customer + Loans to
Leverage Ratio (Tier 1 / total balance sheet 7.23% 7.81%Amount off balance sheet'
Debt to Equity Ratio (Total 11.24 11.18Liabilities
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