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INDEPENDENT AUDITORS’ REPORT

To The Members of
DRUK PNB BANK LIMITED
THIMPU, BHUTAN

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Druk PNB Bank Limited (DPNBL),
which comprise the statement of financial position as at December 31, 2017, and the statement
of comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory
information.

In our opinion and to the best of our information and according to the explanations given to us,
the financial statements of DPNBL give the information required by the Companies Act of
Bhutan, 2016 in the manner so required and give a true and fair view in conformity with the
Bhutanese Accounting Standard as notified by the Accounting and Auditing Standards Board
of Bhutan (“AASBB”)
a) in the case of the statement of financial position, of the state of affairs of the Company as at
31stDecember, 2017;
b) in the case of the statement of comprehensive income, of the financial performance for the
year ended on that date;
¢) in the case of the statement of changes in equity, of the changes in equity for the year ended
on that date; and
d) in the case of the consolidated statement of cash flows, of the cash flows for the year ended
on that date.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant




other ethical responsibilities in accordance with these requirements and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

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

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the Bhutanese Accounting Standard as notified by the
Accounting and Auditing Standards Board of Bhutan (“AASBB”) read with the Companies Act
of Bhutan, 2016 and for such internal control as management 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 Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

- Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement. An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the




circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Report on Other Legal and Regulatory Requirements

As required by the Companies Act of Bhutan, 2016 (The Minimum Audit Examination and
Reporting Requirements) issued by the Royal Audit Authority and on the basis of such checks
as we considered appropriate and according to information and explanations given to us, we
enclose in the Annexure , a statement on the matters specified therein to the extent applicable to
the Corporation

As required by the Act, we report that:

a) we have obtained all the information and explanations which to best of our knowledge
and belief were necessary for the purpose of our audit.

b) in our opinion, proper books of accounts as required by law as stated in the Companies
Act of Bhutan, 2016, have been kept by the Company so far as it appears from our
examination of those books.

c) the Statement of Financial Position, Statement of Comprehensive Income, Statement of
Changes in Equity and Statement of Cash Flow with by this report are in agreement with
the books of account;

d) in our opinion, the Statement of Financial Position, Statement of Comprehensive Income,
Statement of Changes in Equity and Statement of Cash Flow, comply with the Bhutanese
Accounting Standards and provisions of the Companies Act of Bhutan, 2016.

Place: Thimphu, Bhutan
~Date: 19.03.2018

For, S. Patodia & Associates
Chartered Accountants
F.R.N: 316040E

% -Pc_u'lt'::e(b‘ ~

(Satish Patodia)
Membership No: 052583




DRUK PNB BANK LIMITED

Thimphu : Bhutan

ANNEXURE REFFERED TO OUR AUDIT REPORT OF EVEN DATE
MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS

As required by the minimum audit examination and reporting requirements under clause
266 of the Companies Act of Bhutan 2016, and on the basis of such checks as we
considered appropriate and according to the information and explanation given to us,
we further report that:

1.

The Bank has maintained proper records showing full particulars including
quantitative details and situations of Fixed Assets. The codification of fixed asset
has been done by the management in order to maintain a proper internal control.
The physical verification of fixed assets has also been conducted during the year.

. None of the Fixed Assets have been revalued during the year.

The Company has not taken any loan secured or unsecured from Companies
under the same management terms of which are prejudicial to the interest of The
Company.

The Company has not granted any loan, secured or unsecured to other
companies, firms or other parties and / or to companies under the same
management terms of which are prejudicial to the interest of the Company.

No excessive / frequent advances are generally granted and accumulation of
large advances against particular individual is generally avoided.

The loans / advances granted to officers / staffs are in keeping with the provision
of Service Rules and no excessive / frequent advances are granted and
accumulation of large advances against particular individual is avoided.

In our opinion and according to the information and explanation given to us the
Bank has established adequate system of internal controls to ensure
completeness, accuracy and reliability of accounting records, carrying out the
business in an orderly and efficient manner, to safeguard the assets of the Bank
as well as to ensure adherence to the rules, regulations and systems and
procedures.

Fund based / Non-fund based facilities were provided to the Directors or any
other parties related to the Directors or with company or firms in which the
Directors are directly or indirectly interested under similar terms and conditions
as are applied with other parties. Such fransactions have been adequately
disclosed in the financial statements. Such terms and conditions are not
prejudicial to the interest of shareholders and other Directors of the Bank.




10.

11.

12.

13.

14.

15.

16.
17.

18.

19.

In our opinion, the transactions of purchase and sales of goods and services
made in pursuance of contracts or arrangements entered into with the directors
or their relatives, companies or firms in which the directors are directly or
indirectly interested have been made at prices, at which the transactions for
similar goods or services have been made with other parties. Such transactions
have been adequately disclosed in the financial statements. Such terms and
conditions are not prejudicial to the interest of shareholders and other Directors
of the Bank.

According to the records, the Bank is regular in depositing rates and taxes,
duties, provident funds and other statutory dues with the appropriate authority.

There are no undisputed amounts payable in respect of rates, taxes, duties,
provident fund and other statutory dues outstanding at the year-end.

No personal expenses of employees or directors have been charged to the Bank
accounts other than that payable under contractual obligations or in accordance
with generally accepted business practice.

In our opinion and on the basis of information and explanation given to us, the
management of liguid resources, particularly cash / bank and short term deposits
etc is reasonably adequate and excessive amounts are not lying idie in non
interest-bearing accounts.

In our opinion and on the basis of available records and information, the activities
carried out by the Bank are lawful and intravires to the Articles of the
Incorporation of the Bank.

The details of remuneration and other payment made to the Chief Executive
Officer of the Bank have been suitably disclosed in Notes No.24 on Accounts.

The Bank has established an effective budgetary control system
As represented to us, the directives of the Boards have been complied with.

So far as we have been represented and our knowledge is concerned, the
officials of the Bank have not transmitted any price sensitive information which
are not made public, unauthorized to their relatives / friends / associates or close
persons which would directly or indirectly benefit themselves.

The Bank has maintained the adequate documents and records where it has
granted loans and advances for which agreements have been drawn up and
timely entries have been made therein.




20.

21.-

22,

23.

24.

25.

26.

27.

The Bank has not dealt or traded in shares, securities and other investment
during the year.

The Bank has adequate records for funds collected from depositors and for
interest payments.

The Bank has complied with the requirements of Financial Service Act of Bhutan,
2011 and any other applicable laws, rules and regulations and guidelines issued
by the appropriate Authorities.

The requirements of RMA Prudential Regulations, 2016 relating to provisioning
for the non-performing assets including loans and advances have been complied
with.

Recognition of interest income in respect of non-performing assets has been
complied with.

The assets hypothecated against loans and advances have been physically
verified, properly valued, mortgage deed executed and ensured that the assets
are free of any prior lien or charges.

Proper analysis is carried out before re-phasing / rescheduling of loans.

There is a system to ensure that additional loans are not granted to those who
have defaulted payments of previous advances.

Computerized Accounting Environment

1. The Organizational and system development controls and other internal controls
are adequate relative to size and nature of computer installations.

2. There are adequate safeguard measures and backup facilities exist in relation to
computer facilities.

3. The backup facilities and disaster recovery measures include keeping files in
different locations.

4. The operational controls have been established with the implementation of the CBS
to ensure correctness and validity of input data and output information.

5. The measures to prevent unauthorized access over the computer installation and

files are adequate.




General

1. Going Concern Perspective:

Based on the net asset position refiected by the Bank’s Balance Sheet as at 31¢t
December, 2017 audited by us in accordance with the International Auditing
Standards and on the basis of such other tests as we considered necessary in
this regards, we have no reason to believe that the Bank is not a going concern
on the Balance Sheet date and is not likely to become sick in the near future.

2. Ratio Analysis:

The significant ratios indicating the financial health and profitability of the Bank

are given below:

Ratio Amount in Mio | 2017 2016
Current ratio 7815.32/6534.72 1.20 1.19
Current Assets/Current liabilities
Core capital ' 1135.70/9489.65 11.97% | 13.08%
Tier | capital/Total Risk weighted assets
Capital Adequacy 1361.54/9489.65 14.35% | 16.18%
Tier | & Tier Il capital/Total Risk
weighted assets
Statutory Liquidity Requirement 3826.78/12436.14 30.77% | 25.61%
Quick Assets/Total liabilities less Capital l
| fund |
Particulars | 2017 2016 |
Credit Deposit Ratio — Loans & Advances / Deposits *59.85% 60.63%
NPA Ratios — Total NPA / Loans & Advances 2.75% 3.25%
Interest Expense / Deposits 3.28% 4.14%
Interest Income / Loans 9.52% 11.00%
Deposit Growth 28.99% | 20.67%
Advance Growth 27.34% 13.02%
Increase / (Decrease) in Provision 10.41% | (11.46%)
Increase / (Decrease) in Forex Income (28.69%) | (21.64%)
Return on Equity (PAT / Equity x 100) 15.93% 17.51%
Return on Assets (PAT / Total Assets x 100) 1.32% 1.74%
Earnings per Share (PAT / No. of Shares issued) Nu.4.09| Nu.3.92
Net Profit Ratio (PAT / Total income x 100) 21.47% | 22.85%

*CD ratio/Deposit Growth has been calculated after deducting the temporary fund of Nu.
1042.32Mio in the A/c of Embassy of India from the Total Degg




3. Compliance with the Companies Act of Bhutan, 2016.
The Bank has complied with the various provisions of the Companies Act of
Bhutan, 2016 concerning conducting of meetings, filling requirements,
maintenance of records, issue of shares and all other matters specified in the said

Act.

4. Adherence to Laws, Rules and Regulations
The audit of the Bank is governed by the Companies Act of Bhutan, 2016, RMA
Prudential Regulations, 2016 and Financial Service Act of Bhutan 2011. The
scope of audit is limited to examination and review of the financial statements as
produced to us by the management.

The Bank has generally complied with the applicable laws, rules and regulations,
systems, procedures and practices as informed and explained to us.

For S. Patodia & Associates
Chartered Accountants (FR No. 316040E)

% . ‘Dar(-ec/Q-é -

Satish Patodia (Membership No. 052583)
PARTNER

Date: Thimphu, Bhutan
Place: 19.03.2018



DRUK PNB BANK LTD.
Statement of Financial Position i
Amount in Nu.
Note As at
‘December 31, 2017 | December 31, 2016

-Assets
Cash and balances with central banks 13 2,968,240,338.81 2,354,534,331.34
Due from banks 14 2,731,612,655.44 2,154,638,329.40
Cash collateral on securities borrowed and reverse
repurchase agreements -
Derivative financial instruments - 8
Other financial assets held for trading - -
Financial assets held for trading pledged as coilateral - -
Financial assets designated at fair vaiue through profit or loss - -
Loans and advances to customers 18 6,418,289,047.40 5,040,229,401.56
Financial investments — available-for-sale - -
Financial investments — available-for-sale pledged as collateral - -
Finarcial investments 15A 1,467,278,464.00 463,750,000.00
Other assets 16 155,591,462.25 110,361,370.11
Property, Plant and equipment 4 56,434,825.73 42,838,892.79
Goodwill and other intangibie assets - -
Deferred tax assets 22 236,535.00 234,986.00
Non-current assets and disposal grougs held for saie - -
Total assets | 13,797,683,328.63 10,166,587,311.20
-Liabilities
Due to banks 17 90,707,766.12 142,308,000.46
Cash collateral on securities lent and repurchase agreements - -
Derivative financial instruments - -
Other financial liabilities heid for trading - -
Financial liabilities designated at fair value through profit or loss - -
Due to customers 18 11,678,025,244.22 8,177,702,606.13
Debt issued and other borrowed funds 19 150,000,000.00 178,800,000.00
Current tax liabilities 12 80,677,325.18 79,092,773.39
Other liabilities 20 452,321,669.32 401,225,979.12
Provisions 21 199,201,838.53 179,848,137.22
Deferred tax ligbilities - -
Non-current liabilities and disposal groups held for sale - ~
Total liabilities | 12,650,833,843.37 9,158,978,496.32
Equity attributable to equity holders of parent
Issued capital 450,000,000.00 450,000,00C.00
Share premium 28,150,80C.00 28,150,800.00
General Reserve 419,738,250.33 327,667.915.14
Retained earnings 237,811,416.96 193,420,247 .72
Foreign Fluctuation Reserve 11,048,017.97 8,369,852.03

1,146,749,485.26 1,007,608,814.89
Non-controlling interest
Total equity 1,146,749,485.26 1,007,608,814.89
Total liabilities anc equity 13,797,683,328.63 10,166,587,311.20
Signed in terms of our attached report of even date
For S. Patodia & Associates . Forg On Behalf of Board of Diregto

Chartered Accountants (FR No 316040E)

55, Pdecle ?") .

Satish Patodia (Membership No, 052583) (CEOQ) ¢ :)
e | %

Date: |X-& 2

(Chairman) (Director)
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DRUK PNE EANK

Statement of Comprehen me T

Amount in Nu.

As at
[ Note | December 31, 2017 | December 31, ‘2016

(4]

Interest and similar income
Interest and similar expense 6
Net interest income

Fees and commission income 7
Fees and commission expense

Net fee and commission income

Net trading income

Net gain (loss) on financial assets and liabilities

designated at fair value through profit or loss

Other operating income 8
Total operating income

Provision for Loans (Standard/NPL) 9A
Impairment losses on financial investments

Net operating income

Personnel expenses 10
Depreciation of property and equipment

Amortisation of intangible assets

Other operating expenses 11
Total operating expenses

Profit from continuing operations

Less: Provision- Others SB
Profit Before Tax

Income tax expense-Current Tax 12A
Income tax expense-Deferred Tax/Additional Tax 12B

Profit for the year from continuing operations

Discontinued operations
Profit after tax for the year from discontinued operations

Profit for the year

Attributable to:

Equity holders of the parent

Profit for the year from continuing operations

Profit for the year from discontinued operations

Profit for the year attributabie to equity holaers of the parent

Non-Controlling Interest

Profit for the year from continuing operations

Profit for the year from discontinued operations

Profit for the year attributable to non-controlling interests

Earnings per share 23
Basic earnings per share

Diluted earnings per share

Basic earnings per share from continuing operations

Diluted earnings per share from continuing operations

721,343,373.59
405,581,051.42

642,549,342.69
344,345,209.93

315,762,322.17

298,204,132.76

113,242,250.06

109,239,217.02

113,242,250.06

109,239,217.02

14,452,910.54 20,198,474.77
443,457 ,482.77 427,641,824.55
7,348,987.31 17,778,092.90

436,108,495.46

72,202,364.08
12,357,095.05

71,980,033.67

409,863,731.65

65,609,523.18
14,479,511.35

66,089,091.48

156,539,492.80

146,178,126.01

279,569,002.66
10,649,750.00

263,685,605.64

268,919,252.66

263,685,605.64

84,564,235.21
214,347.08

83,517,441.70
3,736,999.98

184,140,670.37

176,431,163.96

184,140,670.37

176,431,163.96

184,140,670.37

184,140,670.37

176,431,163.96

176.431,163.96

184,140,670.37

176,431,163.96

4.09
4.09
4.09
4.09

3.92
3.92
3.92
3.92

Signed in terms of our attached report of even date
For S. Patodia & Associates
Charterec Account_ants (FR No. 316040E)

gX Ratoclss

Satish Pzatodia (Membership No. 052583}
Date: ', 2Z=&
Place: TTL»Al>w

For & On Behalf of Beard of Dir

§7‘ A

Ié ' -
(Chairman)

tors

B B
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DRUK PNB BANK LTD.

Statement of Cash Fiow

31-Dec-16
Amounts(Nu.)

31-Dec-17
Amounts(Nu.)

Particulars

A. Operating Activities
Profit before tax from continuing operations

Profit before tax from discontinued operations

279,569.002.66

263,685,605.64

Profit before tax
Adjustment for:-
Change in operating assets
Change in operating liabilities
Change in other operating assets
Change in other operating liabilities
Other non-cash items inciuded in profit before tax
Net gain/(loss) from investing activities
Profit on sale of PPE
Net gain/(loss) from financing activities
Unrealised foreign exchange Gain on conversion of cash and cash equivalent
Income tax paid

279,569,002.66

(1,378,059,645.84)
3,448,721,403.75

(45,230,092.14)
70,449,391.51
12,357,095.05

(4,049,160.58)
(82,979.,683.42)

263,685,605.64

(580,750,603.68)
1,428,404,695.08
(29,195,232.47)
27,718,121.06
14,479,511.34

(4,077,172.92)
(61,452,640.96)

Net cash flows from operating activities Total of (A) 2,300,778,310.99 1,058,812,283.09
B. Financing Activities
Proceeds from Issue of share capital - -
Proceeds from issuance of bonds (28.800,000.00) (28,800,000.00
Dividends paid to equity holders (45,000,000.00) -
Net cash flows from/(used in) financing activities Total of (B) (73,800,000.00) (28,800,000.00)
C. Cash Flow from Investing Activity
Purchase of property and equipment (25,953,028.00) (22,963,541.00)
Proceeds from sale/damage of property and equipment - 25,805.00
Net cash flows from/(used in) investing activities Total of (C) (25,953,028.00) (22,937,736.00)
Change in Cash and cash equivalents (A+B+C) 2,201,025,282.99 1,00'7,074,547.09
Unrealised foreign exchange Gain on conversion of cash and cash equivalent 4,049,160.58 4,077,172.92
Opening Cash and cash equivalents 4,505,095,487.82 3,949,810,529.09
Closing Cash and cash equivalents 5,695,803,833.67 4,505,095,487.8&
Change in Cash and cash equivalents 1,190,708,345.85 555,284,958.73
Reconciliation of clsoing Cash and cash equivalent
As per Cash Flow Statement 5,695,803,833.67 4,505,095,487.82

As per Statement of Financial Position
Cash and balances with central banks
Due from banks
Unrealised foreign exchange Gain on conversion of cash and cash equi

2,968,240,338.81
2,731,612,655.44
(4,049,160.58)

2,354,534,331.34
2,154,638,329.40
(4,077,172.92)

r

5,695,803,833.67 |

4,505,095,487.82

Signed in terms of our attached report of even date
For S, Patodia & Associates
Chartered Accountants (FR No. 316040E)

B - et

Satish Patodia (Membership No. 052583)
Date: | o R ,2=(E€

Pl >
8e% 1 Clvre o

For & On Behalf of Board of Directors
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CEO) (€hairman)
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Significant Accounting Policies for the Year ended 315t December 2017
1. Basis of Preparation :

_These financial statements are general purpose financial statements that have
been prepared in accordance and to comply with the Bhutan Accounting
Standard, the International Accounting Principles and the relevant provisions of
The Companies Act of Bhutan, 2016.

The said 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 Company’'s accounting policies and the reported amounts of
revenue, expenses, assets and liabilities may differ from the estimates.

2. Revenue Recognition:

) Items of income and Expenditure are accounted for on accrual basis except
commission of guarantee and Letter of credit, which is accounted for on cash
basis.

i) Interest, Rent, etc. are accounted at gross value before deduction of tax.

jii) Interest income on loans is recognized on accrual basis except for non-
performing loans with default over 90 days in respect of which the interest
income, as per the guidelines issued by the Royal Monetary Authority of
Bhutan is shown under the head “suspended interest” which is taken to profit
and loss account on actual realization only.

3. Property, Plant & Equipment:

The Company has adopted the transitional provision available under BAS-16
‘Property, Plant and Equipment and has calculated depreciation with
retrospective effect.

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 Company 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
for any trade discount and rebates, including import duties and non-refundable
purchase taxes, any directly attributable costs of bringing the asset to its working
condition and location for its intended use.




Subsequent to initial recognition, property, plant and equipment are stated at cost

‘less accumulated depreciation and accumulated impairment losses, if any.
Subsequent expenditures relating to property, plant and equipment is capitalized
only when it is probable that future economic benefits associated with these will
flow to the Company and the cost of the item can be measured reliably.

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

Depreciation on property, plant and equipment is computed using the straight line
method over the estimated useful lives. Freehold land is not depreciated as it has
an unlimited useful life whereas leasehold land is depreciated on a straight line
method over the primary term of the lease.

The Company has based on evaluation performed by the technical Department,
established the estimated range of useful lives of assets for depreciating its
property, plant and equipment as follows:

Buildings (Capitalised expenses) 5 years

Machinery & Electrical Fittings 6.5 years
Steel ltems 20 years
Wooden Articles 10 years
Machinery & Electrical Goods 6.5 years
Vehicle 6.5 years
Computer Equipment 6.5 years
Miscellaneous items 6.5 years

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.

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.

. Intangible Assets:

acquisition/implementation less accumulated amortization. Amortizatid b A8\
recognized on a straight line basis over the estimated useful life as esti :
the management.




5. Loans:

Loans are stated at principal amount plus interest accrued thereon.

6. Retirement /employee benefits:

i) Contribution to provident fund and other funds are accounted for as when
accrued except leave encashment and leave travel concession (on
declaration basis) which is accounted for on cash basis.

i) Gratuity is provided on accrual basis in respect of national employees only
as per the service rule read with the guidelines framed by the Royal Civil
Service commission of Bhutan presuming that all employees cease to work
as of the year end.

7. Provision for non-performing Loans:

Provision for non-performing loans is made as per the guidelines issued by the
Royal Monetary Authority of Bhutan at the following rate:

Category | Provision on outstanding principal amount
Days %
1)standard . Upto 30 1%
2)Watch 31-90 1.5%
3)Substandard | 91-180 20% (30% for sector with highest exposure)
|
4)Doubtful | 181- 365 days 50% (60% for sector with highest exposure)
5)Loss | > 12 months 100%

Provision has been made as per the norms issued by RMA.

8. 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 are recognized for all taxable temporary differences
except when the deferred income tax liability arises from the initiai recognition of
an asset or liability in a transaction thati ta business combination and that, at
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9.

the time of the transaction, affects neither the accounting profit nor taxable profit

‘or loss.

Deferred income tax assets are recognized for all deductible temporary
differences to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences can be utilized, except when
the deferred income tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not
a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

Foreign exchange fluctuations:
a) Functional and presentation currency-

ltems included in the financial statements are measured using the currency of

the primary economic environment in which the Company operates referred to
as the “functional currency”. The functional currency and presentation currency
of the Company is Bhutanese Ngultrum.

b) 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 transiation at year-end
exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the Statement of Comprehensive Income.

10. Cash and Cash Equivalents:

11.

Cash and cash equivalents include cash in hand; bank balances and deposits,
other short-term highly liquid investments with original maturities of three months
or less and that are readily convertible to known amount of cash and cash
equivalent and which are subject to an insignificant risk of changes in value.

Earning Per Share:

The Company presents the basic and diluted EPS data for its ordinary shares.
Basic EPS is computed by dividing the net profit for the year attributable to the
ordinary sharehoiders of the Company by the weighted average number of
ordinary shares outstanding during the year.

12. Contingent Liabilities:

Liabilities of contingent nature are disclosed in the notes on accounts.







