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To be strong, dependable, customer focused
bank that contributes towards achievement of
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| A premier development bank with focus on rural
prosperity through prompt, efficient and effective
financial services on a sustainable basis.

Professionalism Give your Best

Excellence - Aim for higher ideals
Ownership - Own your Bank and care
for your customers
Partnership - Work together for growth
Loyalty - Be true to oneself and

stakeholders
Efficiency - Deliver prompt servicess
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BHUTAN DEVELOPMENT BANK LIMITED
HEAD OFFICE, THIMPHU
Post Box: 256, Norzin Lam
Telephone PABX No: (00975-2) 322579, 323425, 324678, 333865 Fax 323428
Toll free No. 1424
Email: info@bdb.bt

REGIONAL OFFICES

S| # Regional Managers Office Location
1. Mr. Tenzin Tashi (Western) Paro

2. Mr. Pema Tashi (Central) Gelephu

3.  Mr. Rinchen (Eastern) Trashigang

Telephone No.
00975-08-272410/3004
00975-06-252137
00972-04-521243

BRANCH OFFICES

WESTERN REGION

Sl# Branch Managers Location Phone No. Fax No.
1. Mr. Phub Dorji Thimphu 02-326853
2. Mr. Yeshi Samdrup Paro 08-271334
3.  Mr. Tshering Doriji Haa 08-375459
4.  Mr. Yangchen Lhamo Punakha 02-584102
5. Mr. Jigme Norbu Gasa 16288121
6. Mr. Sangay Wangdi Wangdue 02-481261 02-481848
7.  Mr. Karma Sherub Chukha 08-478243
8.  Mr. Yeshey K Tshering Phuntsholing 05-252881
9. Mr. Janga Bdr Rai Samtse 05-365469
10. Mr. Damcho Wangdi Dorokha 17160380
11.  Mr. Yonten Sibsoo 17501735
CENTRAL REGION
Sl# Branch Managers Location Phone No. Fax No.
1. Mr. Chimmi Dorji Dagana 06-481106
2. Mr. Karchung Bumthang 03-631111
3. Mr. Gyem Trongsa 03-521147 03-521515
4.  Mr. Namgay Tenzin Zhemgang 03-741127 03-741107
5. Mr. Ugyen Tshewang Panbang 03-742017 03-742018
6. Mr. Jhamba sirang 06-471206
7.  Mr. Penjor Sarpang 06-365136
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Si# Branch Managers Location Phone No. Fax No.

8. Mr. Kelzang Pelmo Gelephu 06-252135

9.  Mr. Sonam Wangchuk LhamoiZingkha 06-241422 06-241425

10. Mr. BB Tamang Dagapela 06-483143 06-483151

EASTERN REGION

S| # Branch Managers Location Phone No. Fax No.

1. Ms.Kinzang Tshomo Lhuntse 04-545106

2.  Mr. Tshewang Mongar 04-641127 04-641177

3. Mr. Jigme Sonam Tenzin Pemagatshel 07-471126

4.  Mr. Tenzin Wangdi Samdrup Jongkhar 07-251118

5.  Mr. Sonam Dhendup Trashigang 04-521122

6. Mr. Cheda Trashi Yangtse 04-781105 04-781239

7.  Mr. Thinlay Wangchuk Wamrong 04-571148/751164

8. Mr. Namgay Doenyan Nganglam 07-481190

9. Mr. Samten Wangchuk Jomotshangkha 07-264023

10. Mr. Palden Yadi 17246434

11.  Mr. Tashi Wangmo Samdrupcholing 1732556/17616732
THIMPHU MAIN BRANCH

1. Mr. Sonam Letho Main Branch, Thimphu 02-323852 02-323428
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DIRECTOR
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CHAIRMAN’S
REPORT

| would like to extend a warm welcome to the esteemed Shareholders for attending the 26"
Annual General Meeting of Bhutan Development Bank Ltd. (BDB). When | was appointed in
December 2017, | felt honored and privileged for having been given this wonderful opportunity
to serve as the Chairman of the Board of Directors of BDB. As | assume this very important
responsibility, | am confident that the Shareholders, Board and Management will provide all
the cooperation and assistance that is required in fulfilling the social mandate of uplifting the
lives of the rural people through our financial services.

I would like to express our sincere appreciation to the former Chairman Mr. Choiten Wangchuk,
Director General, Department of Industry, Ministry of Economic Affairs (MoEA) who along with
the experienced team of Board of Directors continuously provided guidance and direction to
the Management. We would also like to acknowledge the contributions made by the three
outgoing Directors — Mr. Choiten Wangchuk (Chairman), Director General, Department of
Industry, Mr. Namgay Wangchuk, Director General, BAFRA, Ministry of Agriculture and
Forests (MoAF) and Mr. Tshewang Rinzin, Dzongda, Dzongkhag Administration, Thimphu.
We also take this opportunity to wish them well in their future endeavors.

On behalf of the Board of Directors of BDB, | am pleased to present herewith the 26th
Annual Report of the Bank for the year ended December 31, 2017

1. Governance

The seven Board of Directors of the Board, including the CEO, are directly appointed by
the Royal Government. During 2017, thirteen (13) Board Meetings were conducted which
comprised of six (6) Board Meetings, three (3) Emergency Board Meetings and four (4)
Extra Ordinary Board Meetings. The Emergency and Extra Ordinary Board Meetings
were convened to carry out the Anti-Corruption Commission’s (ACC) instruction to impose
penalties on the fifteen (15) Senior and Executive staff for managerial lapses regarding the
unauthorized loan enhancement cases detected in November 2016.

The Board of Directors are supported by four Board Sub-committees covering the areas of
Governance, Risk Management, Audit and Credit. All the Board Sub-committees held their
quarterly or biannual meeting as per the statutory requirement to review, discuss and amend
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important policies, priorities and plans prior to submitting to the Board for approval.

The important decision taken by the Board in 2017 were Budget for the year 2017, acquisition
of new ATM Switch from Maximus Inforware (India) Pvt. Limited and migration of Ascend
Banking System (ABS) to the new Core Banking Solution (CBS) called Finacle from Infosys.

1.1 Supervision by Regulators, Governing bodies and Auditors:

The Statutory Auditors M/s Gianender & Associates, Chartered Accountants, New Delhi
audited the Bank for the financial year 2017. | am pleased to share the auditors’ opinion on
activities undertaken by the bank. The Bank had complied with the applicable laws, rules
and regulations while discharging its responsibilities. However, as per the audited accounts,
the Bank incurred a huge loss in 2017 on account of very high Non-Performing Loans.
The main reasons for the loss were attributed to the change in the Core Banking System,
introduction of Minimum Lending Rate (MLR) and a case involving a huge amount with the
Office of the Attorney General (OAG).

2. Financial Highlights

2.1 Equity

The Bank witnessed a negative growth in Equity by 27% during the year from Nu. 3.34 billion
in 2016 to Nu. 2.43 billion in 2017. This occurred mainly due to the huge loss incurred by the
bank in 2017.

2.2. Bank’s Financial Position and Performance:

The Bank’s total assets increased by 7% to Nu. 24.15 billion from the previous year of Nu.
22.65 billion. This growth resulted mainly due to increase in disbursement of loans and
advances by 11%. The Bank’s liabilities also increased by 12% from Nu.19.30 billion to
Nu.21.71 billion due to an increase in deposits by 13%.

The Bank generated a total revenue of Nu. 2.193 billion in 2017 compared to Nu. 2.203
billion in the previous year. However, the Bank incurred a loss of Nu. 879.76 million during
the year due to the loan provision on account of high Non-Performing Loans (NPL). The NPL
increased to 22.72% during the year from 12.48% in the previous year.

2.3 Contribution to high loss for the year:

+ CBS contribution to NPL: The NPL deteriorated mainly due to migration to
new Core Banking Solution (CBS) which took place in the May, 2017. After the
migration, the system could not generate the required reports until mid November.
The reports form a very important part of the follow-up on NPL and the staff could

| 2 | BDB Annual Report 2017



use the reports to follow up individual clients only for the last one and half months
in 2017. Further the NPL situation was exacerbated due to many bugs in the
system effecting the loan ageing and income.

Minimum Lending Rates (MLR) impact on NPL: The total interest income for
2017was Nu. 2.143 billion only as compared to the total interest income of Nu.
2.157 billion in the year 2016. With the introduction of Minimum Lending Rate
(MLR) by RMA, the bank decreased the lending rates, ranging from 1.5 t0 2.0 %
on it’s loan products. On account of the MLR alone, there was a reduction in the
earning by Nu. 228 million.

Delay in Litigation of fraud cases’ impact on NPL.: In the process of instituting
robust monitoring mechanism, the Bank was able to detect many frauds committed
by the staff. While the majority were minor cases, there were a few cases that
involved huge amounts. These cases have to follow long legal processes which
severely impact the profitability of the Bank. E.g. one big case detected in 2016
is still with the Office of the Attorney General (OAG) and the Bank had to provide
additional provisioning of Nu. 231.94 million in 2017 and Nu. 204.23 million in
2016.

However, its encouraging to note and inform that except for the profit, the Bank has been
able to achieve most of the other targets set for the year. The statutory requirement of 10%
Cash Reserve Ratio and 20% of Statutory Liquidity Ratio were all fully complied with. It is
worth noting that through a prudent control measures put in place, the Bank has been able
to maintain its operating expenses ratio at 21.26% which is below the 22% ceiling set by the
Board despite reduction in gross income.

3.

Operational Highlights

3.1

Credit Distribution:

In keeping with the mandates, BDB as the only development bank continues to
assumed the lead role in offering financial and other allied services in the rural
areas of the country. The Bank, with 35 branch offices, has its presence spread
across all 20 Dzongkhags and 14 Dungkhags. Additionally, it has 24 Gewog Field
Offices (GFO) and 198 Gewog Banking Services (GBS) which were set up to take
financial services to the doorstep of the people despite high establishment cost
with little or no return on investments in most cases.

Loans to needy farmers continue to increase its penetration in the far-flung and
unbanked areas taking the total clientele base to 57,947 as of December 31, 2017
from 56,162 in 2016. Agriculture being the mainstay of the rural economy continues
to dominate other sectors in terms of credit portfolio, which conforms to the Bank’s
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mandate of empowering farmers through extension of credit. Agriculture portfolio
of 29.76% of the total loan amount is not only highest in the Bank but also in the
whole banking sector, which is a testimony of the Bank’s unwavering support for
agriculture development.

+  The closing accounts in 2017 shows an overall loan outstanding of Nu.18.83 billion
which grew from Nu. 16.89 billion in 2016.

3.2 Banking Activities

«  The Bank s continuously implementing all possible means to take banking services
to the door steps of the far flung areas as an integral part of Bank’s effort to promote
financial inclusion. The Farmer Outreach Banking (FOB), a very popular program
at the Gewog level, requires the Project Service Officers (PSO) to visit designated
places on preset date and time every month besides the regular follow-up to meet
the clients.

+ The Bank started mobilizing deposits from 2010 onwards as a reliable source of
fund which is relatively new. However, with concerted efforts the bank has managed
to raise the deposit to Nu. 19.689 million with a total of 178,386 deposit accounts.
The Bank had a very high corporate to retail deposit ratio which has improved to
60:40 in the last year.

+ On receiving a Correspondent Banking license, the Bank established relationship
with AXIS Bank and Development Bank of Singapore (DBS), India and the services
have started in 2017.

+ One of the popular deposit products is the Drinchen Ama savings scheme for
rural farmers. Efforts are being made to promote this scheme through continued
distribution of savings boxes in the rural communities. A mass sensitization and
marketing of this product was conducted on one single day covering all the bases of
RBG, RBA and RBP nation wide. This effort resulted in an addition of 984 accounts
in one day for the members of armed forces.

3.3 Investments

+  While majority of the Bank’s investments are in the form of loans and advances,
efforts are made to diversify investments to mitigate risk

whenever there is opportunity. As of date, the Bank has invested in bonds and
shares with reputable commercial entities in the country. As of 2017 end, Nu. 421.2
million have been invested in bonds with three institutions, namely RICBL, DCCL
and RSA for the period ranging from seven to ten years.
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+ The Bank has also invested in shares worth Nu. 44 million with eight different
companies in the country.

«  Further, the Bank has been regularly bidding for Government treasury bills to use
the SLR funds to supplement its regular income of the bank.

3.4 Human Resources Management

+ Nu. 27 million was allocated for the capacity building of the employees. During
the year, a total of 643 Bank employees were trained in various fields such as
Finacle Operation, Corporate Governance, Credit appraisal, Managing Credit and
Banking Risk, Delinquency Management and Loan Recovery, Customer Care,
Legal Procedure and Banking Recovery, Banking Operations, APG Typologies,
HR Management, Basic Financial Analysis Training, Store Inventory Management,
SPSS, Role of Rural and Agricultural Finance to Achieve Sustainable Development
Goals, Loan Impairment, Fraud Detection and Investigation, Leadership Program,
ARD Remittances both within and outside the country. A total of 157 staff attended
trainings outside the country and 486 staff were trained within the country. The
Board fully supported the plans to enhance the capacity of staff and instill a culture
of professionalism in the Bank.

«  During the year an additional of 103 new employees were recruited increasing the
total regular employee strength to 563 as of December 31, 2017. In addition, there
are 231 Community Center (CC) staff including 11 regular CC management team.
The overall staff strength of the Bank is 794 employees who are scattered across
the country. In 2017 the Bank employed 100% national work force.

4. Key achievements during the year 2017

+  The Bank was able to migrate its CBS from the old Ascend Banking System (ABS)
to Finacle, from Infosys which was rated as one of the best CBS by Forrester.com
in 2016.

+ The Bank also migrated its ATM Switching System managed by Smart Choice
Technologies (SCT) Nepal to in-house hosted Switching System from a Maximus
Infoware (India) Pvt. Limited to improve efficiency, reliability and scalability. The
new Switching system has enabled the bank to become members of Bhutan
Immediate Payment System (BIPS), Bhutan Financial Switch (BFS) and Payment
Gateway (PG) making it possible for online fund transfer and payments.
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« The Bank was able to operationalize the outcome of Organization Development
(OD) exercise and Risk Manual. The OD exercise has helped in streamlining the
Bank’s operation and categorization of the branches with appropriate staff strength.
The risk analysis is a relatively new concept in Bhutan but will go a long way in
identifying vulnerable areas of operation.

« The Urban Land Valuation, Human Resource Internal Service Rules (HR ISR),
Procurement, Gewog Field Office Operational Guidelines, Group Scheme,
Group Formation and Development and Write-off Manuals have been completed
successfully. These manuals will facilitate the provision of transparent and efficient
financial services.

+ The Community Centre also has a new Business Plan which aligns the CCs
services to what is really required in the villages. However, it also revealed that
the CCs will always remain a cost center for the Bank while the services can be
improved.

«  With the new Switch the Bank also procured and installed 5 new ATMs in various
locations around the country. The Bank now has 45 ATMs to enable our customers
to carry out banking services at their convenience.

« The Bank continuously endeavors to take banking services closer to the people
with the aim to improve the livelihoods of the farmers. In this regard, the Bank
opened a new Branch Office in Nobding under Wangduephodrang Dzongkhag
taking the total Branch Offices to 35.

« To provide more financial products and services in the six Gewog Banking Services
(GBS) within the Community Centers, six GBS were up graded to Gewog Field
Offices (GFO). Bartsham under Trashigang, Yurung under Pemagatshel, Gomdar
and Orong under Samdrupjongkhar, Chumey under

«  Bumthang and Tshangkha under Dagana Dzongkhags have a new GFO each
where loans can also be sanctioned and disbursed unlike the GBS.

5. Challenges and risks facing the bank

+  Due to the CBS migration, operation has been unstable and affected the financial
performance of the Bank. From a progressive and profit making Bank, it has
experienced a huge loss. The immediate challenge faced by the Bank is to
strengthen the capacity and capabilities of the IT team and reduce the dependence
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on external expertise. This will be possible only by incurring huge cost and hiring
experts from outside the country as there is a dearth of talent within the country.

«  The huge loss also renders the bank becoming incapable of meeting the
requirement of the Prudential Regulation 2016 and liable to pay penalties. The
management needs to develop a short term plan to reverse the situation by taking
drastic decisions that may not be viewed favorably by employees.

+ Implementation of the Minimum Lending Rate (MLR) for a development bank which
has very high operation cost poses significant challenge. The

+ Banks’ effort to compete for deposits with commercial banks is never on the same
level playing field. The commercial banks with high loan amount and less clients
have the luxury of time to plan and provide better services attracting good clients
only. A developing bank with a social mandate has to compromise quality to serve
small loans with very high number of clientele. Recovery is becoming extremely
challenging as the rural land offered as collateral does not attract many bidders
when the assets are taken over and auction conducted.

+ The huge overhead costs of CCs with minimal returns affects the profit of the
Bank. Further, the penetration of smart phones in the rural areas has rendered
many G2C services redundant. With the CC operators mostly on contract, attrition
rate is very high and complains against disruptions of services from all quarters is
another challenge.

6. Way forward

+ Unlike the preceding years, the Bank has set a modest credit growth target of
5% for 2018 to focus on consolidation, taking stock of the situation, improving the
understanding of the client’'s needs and economic situation, stabilizing the CBS,
reducing the NPL, cleaning the loan portfolio and improving the services.

+  During the year the Bank will launch utility bill payment and mobile top up with its
new Mobile Application to take advantage of the new CBS and Switch. Further to
expand financial services, two CCs will be up graded to GFOs, procure and install
5 new ATMs, set up 2 extension counters to decongest the Thimphu Main Branch
to improve services.

« The bank will also expand the Group Guaranteed Lending Scheme (GGLS) for
people who do not have collateral. As part of the ongoing financial inclusion the
bank will introduce a new saving scheme for the religious and monastic bodies.
Continue providing Overseas Education and Study Development (OESD) loans to
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ease the unemployment problem within the country.

+ Implement the Priority Sector Lending (PSL) initiated by RMA and implement
Cheque Truncation System CTS) to improve the banking services. The Bank will
also continue its collaboration with the Bhutan Chamber of Commerce and Industry
(BCCI) to finance and support micro, small and medium enterprises (MSMESs)
development.

+  Continue the special projects such as Bio Gas project in collaboration with Ministry
of Agriculture and Forests and Department of Energy.

7. Conclusion

+ In conclusion, the Bank commits to remain a dominant player in providing financial
services to the farmers who comprise close to 56% of Bhutan’s working population.
This will not only improve the livelihoods of the farmers but contribute to the
overarching goal of self reliance. The Board will continue to provide the required
support, guidance and direction to the management to improve the performance
of the Bank in each successive year. It goes without saying the importance of the
reassurance of the Government, Ministry of Finance, donors and other stakeholders
in the ultimate delivery of the financial services to the Bhutanese for many years to
come.

CHAIRMAN
Bhutan Development Bank
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Operational Highlights from 2013-2107

Sl # Particulars 2009 2013 2014 2015 2016 2017
| | Assets (Million) 2066 10,425 16,563 19,073 22649 24148
Il Profits/(Loss) (Million) 150 279 282 409 325 (880)
Il Disbursement (Million) 1000 4235 5379 6321 7,327 6,036
Main Branch 401 1553 1,413 1574 1719 1,184
Branch Office 599 2682 3967 4747 5609 4852
IV | Loan Outstanding (Million) 2818 8500 10,819 13,920 16,547 18.836
Main Branch 1,806 3968 4584 5242 5970 6,830
Branch Office 1,012 4 532 6,235 8,678 10,577 12,007
V | Portfolio At Risk 13.60% 7.21% 7.77% 8.59% 12.48% 22.72%
Main Branch 15.03%  6.90% 7.97% 9.32% 17.56% 33.42%
Branch Office 12.17%  7.50% 7.63% 8.12%  9.44% 18.67%
VI | Number of Active Clients 19,923 40,712 46,326 52248 56192 57.414
Main Branch 2608 3,143 3317 3730 4163 4563
Branch Office 17,315 37,569 43,009 48,518 52,029 52851
VIl | Number of New Accounts 8,588 16,613 19,763 21376 19,698 17,886
Main Branch 993 844 969 1,232 1255 1,176
Branch Office 7595 15769 18,794 20,144 18,443 16,710
vy | Gumulative Nos. of 99,609 1585345 178108 199484 219182 237,068
Beneficiary
Main Branch 6,279 9,617 10,586 11,818 13,073 14,249
Branch Office 93330 148728 167,522 187,666 206,109 222819
IX | Deposit Amount (Million) 266 6,824 12,162 14216 17,479 19,689
Main Branch 11 4,867 9,628 10,575 12,322 13,523
Branch Office 255 1,957 2534 3641 5156 6,165
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Sl # Particulars 2009 2013 2014 2015 2016 2017
X | No.of Depositors 15,879 85,864 109,005 133,366 159,576 178,386
Main Branch 657 4821 6,322 8,436, 11,186 15,101
Branch Office 15,222 81,043| 102,683 124,930 148,390 163,285
Xl |Number of Employess 221 357 385 416 452 563
Head Office 66 110 125 117 144 152
Main Branch 29 28 30 31 39 45
Branch Office 126 219 230 268 269 366
X Actiye Clients/Employee
Ratio
Main Branch 90 112 111 120 107 101
Branch Office 137 172 187 181 193 144
Xl | Loans /Employee Ratio 13 24 28 33 37 33
Main Branch 62 142 153 169 153 152
Branch Office 8 21 27 32 39 33
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BHUTAN DEVELOPMENT BANK LIMITED

AUDITORS REPORT
2017

GIANENDER & ASSOCIATES
CHARTERED ACCOUNTANTS
NEW DELHI
INDIA



AUDITORS’ REPORT

Gianender & Associates Phone: 011- 28743942; 42412008
Chartered Accountants Telefax : 01142412008
Plot No 6, SiteNo 21 Email-id:gka_ma@ yahoo.com

GeetaMandir Marg,
New Rajinder Nagar
New Delhi -110060

INDEPENDENT AUDITORS’ REPORT
Report on the Financial Statements
Opinion

We have audited the financial statements of Bhutan Development Bank Limited, 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 notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financials statements are present fairly, in all material
respects, the financial position of the Company as at December 31, 2017 of its financial
performance and its cash flows for the year then ended in accordance with the Bhutanese
Accounting Standards (BAS).

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 Auditor’s 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 to our audit of the financial statements in Bhutan, and we have fulfilled our
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.

| 12 | BDB Annual Report 2017
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Emphasis of Matter:

Without qualifying our opinion we draw attention to the following:

a) Current account with Royal Monetary Authority is under reconciliation as on 31.12.2017.
An amount of Nu.3,245,520.19 mentioned as “prior periods adjustments” are pending
for identification and reconciliation.

b) In view of the various cases of misappropriation/ Embezzlements and unauthorized
sanctions & disbursements acts involving employees of the bank, overwriting of field
receipts, back date errors in field receipts, non-updating of field collections of funds
collected by PSOs in various branches, internal control systems and procedures of the
bank relating to credit management need to be strengthened.

c) Insurance cover should be obtained against risks of losses for acts of misappropriation/
Embezzlements.

d). During the year, company has migrated its banking software from ABS to Finacle
system. In order to establish authenticity of data migrated to new system, migration
audit should be conducted for all the migrated data.

OtherMatter

Bank has 35 branches, out of which 11 branches were audited by us, and for remaining
24 branches, accounts as prepared by the management have been incorporated in the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with BAS) and for such internal controls 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 relating
to going concern and using the going concern basis of accounting unless management either
intends to liquidate the company or to ceases operations , or has no realistic alternative but
to do so.

Those charged with governance are responsiig. 48

Jyerseeing the Company’s financial
reporting process. }
b

A6
LY
W
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Auditor’s Responsibility

Our objective are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error and to issue an
auditor’s report that included our opinion. Reasonable assurance is a high level assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

Report on Other Legal and Regulatory Requirements

As required by Section 266 of the Companies Act of Bhutan, 2016, we enclose Minimum
Audit Reporting Requirement.

Further, as required by Section 265 of the Act, we report that:
a) we have obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purposes of our audit.

b) in our opinion, proper books of account except community Centre account as required
by law have been kept by the Company so far as appears from our examination of the
books.

c) The Statement of Financial Position, the Statement of Comprehensive Income, the
Statement of Changes in Equity and the Statement of Cash Flows dealt with by this
report have been prepared in accordance with Bhutanese Accounting Standards and
are in agreement with the books of accounts.

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

For Gianender & Associates
Chartered Accountants
ICAI registration Number : 004661N

N\ »{(\‘M

Place: New Delhi, India .K Agrawal

Date: 3 ) MAR 2018 Partner

Membership No. 081603
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ANNEXURE

MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS

1.

The Bank is maintaining records showing full particulars including quantitative details
of fixed assets. Situation of fixed assets and descriptions thereof are maintained by
Accounts department. Physical verification of fixed assets of 15 branches of Western
and Eastern regions were carried out by the Bank during the year 2017.Disrepancies
noticed on such verification as compared to book recordshave not been dealt with in
the books of accounts.

Fixed Assets have not been re-valued during the year and therefore, there is no profits/
loss on revaluation.

Physical verification of various stores items were carried out by the internal audit during
the year. Discrepancies noticed on such verification as compared to book records have
been dealt with in the books of account.

In our opinion, rate of interest and other terms and conditions of secured/unsecured
loans availed by the Bank from banks, financial institutions or other parties are prima
facie not prejudicial to the interest of the Bank.

According to the information and explanations given to us, no loan, secured or
unsecured, has been granted to other companies, firms or other parties under the
same management. The loans granted by the Bank are prima facie not prejudicial to
its interest. The advances granted to officers/staffs are in keeping with the provisions
of service ru