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Vision
“To gain regional recognition by being #1 in all our services 

and work culture”

Our Purpose
“To provide financial choice through innovation”

Mission Statement

Our Values
Integrity, Innovation, Leadership, Teamwork and Discipline
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Management Team

NAME DESIGNATION
Kipchu Tshering Chief Executive Officer
Sonam Tobgay Dy. en Chi e fh



7Annual Report 2015    “Your Relationship Bank”

Mr. Sonam Phuntsho Wangdi, Chairperson, appointed on 6th March 2015 representing the National Pension and 
Provident Fund. Mr. Sonam is currently the Joint Secretary in the Ministry of Economic Affairs and has held several senior 
positions in Ministry of Trade and Industry. Before his transfer to the Ministry in 2000, he served about a decade in the 
corporate sector as founder managing director of Bhutan Agro Industries Ltd.  Mr. Sonam Phuntsho Wangdi has a Masters 
degree in International Law and Economics from the University of Bern, Switzerland.

Dr. Pema Choephyel, Director, appointed on 6th March 2015 as an independent director on the board. He is currently the 
Director of the Bhutan Trust Fund for Environmental Conservation. Dr. Pema Choephyel’s career has covered environmental 
conservation, research in renewable natural resources and commercial finance. He began his career with the Royal Civil 
Service Commission; as a civil servant he held various positions as the Principal at Royal Veterinary Institute, Department 
of Animal Husbandry, Pedagogic Head (VP) at the Natural Resources Training Institute, Chief Research Officer, Chief 
Extension Officer, Director, Council of RNR Research of Bhutan and as an Advisor to the Bhutan Development Finance 
Corporation Limited. A graduate of Bombay Veterinary College, Bombay, India, Dr. Pema Choephyel received his master’s 
degree in Rural Development and Communication from Lincoln University, New Zealand in 1991.

Mr. Kunzang Dechen, Director, appointed on 6th March 2015 has a master’s degree in International Relations from the 
University of Hawaii and a Post Graduate Diploma in US Economic Policy and Domestic US Legislation from Georgetown 
University, Washington DC, the United States. During his post graduate studies in the US, he also worked as a research 
intern in the International Relations Division at the East-West Center, Honolulu for two and a half years. He served in the 
Foreign Service for 10 years and last served as the Head of the Economic Division at the Royal Bhutanese Embassy in New 
Delhi. Thereafter for the last thirteen years, he has worked extensively as a consultant for the Royal Government of Bhutan 
and with various international development agencies, primarily the EU, ACB and the UNDP. He has also worked part-time 
as the Senior Policy Advisor to the UNDP.

Mr Ugyen Namgyal, Director, appointed on 6th March 2015 as an independent director on the board is the Director of 
Finance in Bhutan Development Finance Corporation for 6 years after which he took over as the CFO in Druk Green 
Power Corporation and has been in the current position for the last 3 years. Mr. Ugyen is a member of the CPA Australia 
with Bachelors in Business from University of South Australia and has a Bachelor of Commerce (Hons) degree from 
Sherubtse College, Kanglung.

Dr. Damber Singh Kharka, Director, appointed on 6th March 2015 is an economist with long years of experience in 
training, consulting and research in different disciplines of management that he accumulated through his nineteen years 
academic career at the Royal Institute of Management. His strengths are in areas of Economics, Corporate Governance, 
Finance and Human Resources. He had very successfully transited from the world of academia to a corporate world. 
Besides having provided consulting and training services for several years, he also has to his credit many papers published 
at the national, regional and international publications. He is a person of a very good blend of conceptual knowledge and 
practical experiences in the Bhutanese corporate world. Damber is currently working as a Director at the Druk Holding 
and Investments, an organization that is mandated to act as the investment arm of the Royal Government of Bhutan.

Mr. Harish H. Engineer, Director appointed on 6th March 2015 is the IFC Nominee Director on the bank’s board. He has 
served as the Head of Wholesale Banking at HDFC Bank Ltd. and served as its Head of Financial Institution Group since 
November 1999 and Head of Corporate Banking since July 1994. Mr. Engineer has been Independent Director of Navin 
Fluorine International Ltd. since October 23, 2013. He has been a Director of Infrastructure Leasing & Financial Services 
Limited since March 2014 and an Independent Director of Federal Bank Ltd. since October 19, 2013. Mr. Engineer served 
as an Executive Director of HDFC Bank Ltd. from October 12, 2007 to September 30, 2013. Mr. Engineer holds a Bachelor 
of Science degree in Physics and Chemistry from the University of Mumbai and a Diploma in Business Management from 
Hajarimal Somani College, Bombay. Harish brings with him around 45 years of enriched experience in the field of finance 
and banking, being associated with HDFC Bank in various capacities since 1994. He retired in October 2013 as Executive 
Director on the Board, being responsible for Wholesale Banking including International Banking.

Director’s Profile
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Director’s rePort

It is my privilege to present this preface to your Bank’s Annual Report 
for the Financial Year 2015. As reported in the media, 2015 was a very 
successful year for the bank with the Profi t aft er Tax of Nu 1 billion, 
a milestone performance by the bank. As submitted last year, your 
Bank continues to steadily grow and maintain its position in the bank-
ing sector in Bhutan. We are confi dent that with the support of all our 
shareholders and stakeholders your Bank will continue to prosper and 
achieve greater heights in the times to come.

2015 was a successful year as the bank achieved an excellent fi nancial 
result, maintained its share in the market and was able to increase the 
dividend from the previous year. None of this would have been possible 
without the hard work and commitment of the employees of the bank.

financial highlights

Th e key fi nancial highlights (in compliance to BAS/LOCAL) are summarized in the following table:
Fiscal Year 2014 Fiscal Year 2015

Net Interest Income 1,356 million 1,555 million
Net Fee & Commission Income 82.24 million 87.36 million
Total Operating Income 1,524 million 1794 million
Total Operating Expenses 468 million 507 million
Profi t Before Tax from Continuing Operations 1,055 million 1286 million
Profi t For the Year ( BAS/IFRS) 743.64 million 785 million
Profi t for the Year (Local GAAP) 714 million 1001.91 million

statutorY auDitors

Th e 19th AGM held on 6th March 2015 approved the appointment of M/s S K Mittal, Delhi as the Statutory 
Auditors for the bank for 2015 at a cost of Nu. 151,000.00 plus actual expenses such as travel, accommodation, 
fooding etc. 

corPorate governance

Bhutan National Bank (BNB) has established a tradition of best practices in corporate governance. Th e 
corporate governance framework in BNB is based on an eff ective independent Board, the separation of the 
Board’s supervisory role from the executive management and the constitution of Board Committees, generally 
represented by a suitable blend of independent Directors, private shareholding Directors and Directors 
nominated by the shareholding Institutions and chaired by an able & experienced Director, to oversee critical 
areas.
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Director’s rePort

i. Philosophy of Corporate Governance

Bhutan National Bank’s corporate governance philosophy encompasses not only regulatory and legal 
requirements, but also several voluntary practices aimed at a high level of business ethics, eff ective supervision 
and enhancement of value for all stakeholders.

ii. Whistle Blower Policy

BNB has formulated a Whistle Blower Policy for the bank. In terms of this policy, employees of BNB are free 
to raise issues, if any, on breach of any law, statute or regulation by the Bank or any of its employees / directors 
and on the accounting policies and procedures adopted for any area or item and report them to the Audit, 
Compliance & Grievance Committee through specifi ed channels. Th is mechanism has been communicated to 
all concerned of the bank.

iii. Prevention of insider Trading

In accordance with the requirements of BNB’s Corporate Governance policy and requirement by RMA, the 
regulatory authority for equity trading on exchange, BNB has instituted a comprehensive guidelines / code of 
conduct for prevention of insider trading.

iv. Code of Business Conduct and ethics

Th e Board of Directors of the Bank adopted a comprehensive Code of Business Conduct and Ethics primarily 
by strengthening and providing illustrative guidance on the existing Code of Business Conduct and Ethics 
approved by the Board. Th e code aims at ensuring consistent standards of conduct and business ethical practices 
across the bank.

v. Board of Directors & Board Committees

Th e Financial Services Act of Bhutan 2011 states in section 63 (d) and (e) “every � nancial institution shall have 
Board of Directors comprising of not more than 7 directors including the chairman of which two will be Independent 
Director. Furthermore RMA Corporate Governance Policy 2011 states in section 5, clause ii, d, “Directors of a 
regulated entity shall be elected by shareholders for a term of one year. Directors may stand for re-election.”

BNB has a Board constituted in compliance with the regulatory and statutory guidelines & laws and in 
accordance with best practices in corporate governance. Th e Board functions either as a full Board or through 
various committees constituted to oversee specifi c operational areas. At BNB, we believe that governance is 
focused not only on the boardroom but across the business. Th e bank believes that good governance ultimately 
produces in better business and improves long term performance. Th e work of the board should complement, 
enhance and support the work of the management.
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Director’s rePort

Th e composition of the Board and Board Committees for 2015 was as follows: 

Board of Directors
Mr. Sonam P Wangdi  - Chairperson
Mr. Kunzang Dechen  - Director
Dr. Pema Choephyel  - Director
Dr Damber S Kharka  - Director
Mr. Ugyen Namgyal  - Director
Mr. Harish H Engineer  - Director
Mr. Kipchu Tshering  - CEO/Director

Board governance, recruitment & remuneration committee
Dr Pema Choephyel  - Chairperson of board committee
Mr. Sonam P Wangdi  - Director
Mr. Kipchu Tshering  - CEO/Director

Board credit & investment committee 
Mr. Sonam P Wangdi  - Chairperson of board committee
Dr. Damber S Kharka  - Director
Mr. Kunzang Dechen  - Director
Mr. Kipchu Tshering  - CEO/Director

Board risk Management committee 
Dr. Damber S Kharka  - Chairperson of board committee
Dr. Pema Choephyel  - Director
Mr. Ugyen Namgyal  - Director
Mr. Kipchu Tshering  - CEO/Director

Board audit, compliance & grievance committee 
Mr. Ugyen Namgyal  - Chairperson of board committee
Dr. Pema Choephyel  - Director
Mr. Harish H Engineer  - Director
Mr. Kunzang Dechen  - Director

Th e Board is assisted by Mr. Sonam Tobgay, Dy CEO who is the Member Secretary to the board and Mr. Dorji 
Namgyal Rinchhen who is the Company Secretary to the board. Th e Company Secretary ensures that the 
board receives adequate and detailed information in a timely manner to enable full and proper consideration of 
agenda items. We believe this practice helps board directors make informed and sound decisions.

Th e details of board and board committee meetings held in 2015 and the details of their attendance at board 
meetings are set out in the following table:
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Director’s rePort

name of Member no. of Board Meetings attended
Mr. Sonam P Wangdi, Chairperson 6
Dr. Damber Singh Kharka, Director 5

Dr. Pema Choephyel , Director 6
Mr. Ugyen Namgyal, Director 4

Mr. Harish H Engineer, Director 4
Mr. Kunzang Dechen , Director 6

Mr. Kipchu Tshering, CEO/Director 6

Board Meetings

Board Governance, recruitment & remuneration Committee

name of Member no. of Board Committee Meetings 
attended

Dr. Pema Choephyel, Chairperson 3
Mr. Sonam P Wangdi, Director 2

Mr. Kipchu Tshering, CEO/Director 3

Board audit, Compliance & Grievance Committee

name of Member no. of Board Committee Meetings 
attended

Mr. Ugyen Namgyal, Chairperson 4
Dr. Pema Choephyel, Director 4
Mr. Kunzang Dechen, Director 4

Mr. Harish H Engineer, Director (via email circulation) 4

Board Credit & investment Committee

name of Member no. of Board Committee Meetings 
attended

Mr. Sonam P Wangdi, Chairperson 8
Dr. Damber S Kharka, Director 7
Mr. Kunzang Dechen, Director 8
Mr. Kipchu Tshering, Director 8

Board risk Management Committee 

name of Member no. of Board Committee Meetings 
attended

Dr. Damber S Kharka, Chairperson 3
Dr. Pema Choephyel, Director 3
Mr. Ugyen Namgyal, Director 3
Mr. Kipchu Tshering, Director 3
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Director’s rePort

Directors are also granted an indemnity from the company in respect of liabilities incurred as a result of their 
offi  ce. In respect of those matters for which they cannot be indemnifi ed, the bank maintains appropriate director 
liability insurance for the benefi t of directors.

annual General Meetings of shareholders

Th e AGM provides the board and management with the opportunity to meet and engage directly with our 
shareholders. Shareholders who are not able to attend the meeting are always encouraged to send their rep-
resentatives. Th e notices of meeting and related papers for the AGM are sent to the leading newspapers and 
shareholders at least 21 days before the day of the meeting. Th e 19th Annual General Meeting of Shareholders 
was held on 6th March 2015 at the conference hall, hotel Migmar, Th imphu.

Dividend

For the year ended 31.12.2015, the 20th Annual General Meeting of Shareholders held on 26th February 2016 
approved a dividend of 14.12% or Nu 1.41 per share (face value being Nu 10 per share). Th e dividend was 
thereaft er approved by RMA and the dividend paid to all shareholders in April 2016.

Means of Communication

It is Bhutan National Bank’s belief that all stakeholders should have access to complete information regarding its 
position to enable them to accurately assess its future potential. BNB disseminates information on its operations 
and initiatives on a regular basis. BNB‘s website serves as a key awareness facility for all its stakeholders, allowing 
them to access information at their convenience. It also provides comprehensive information on BNB’s business 
segments, fi nancial performance, operational performance, and other relevant information.

BNB’s annual fi nancial results are published in the leading news papers in Bhutan and are also available on the 
banks website for the information of general public.

Market Price information

Th e reported high and low closing prices and volume of equity shares of Bhutan National Bank traded during 
fi scal year 2015 on RSEB are set out in the following table:
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Director’s rePort

Market Price

Month High low number of shares 
Traded amount in nu. 

January 28.00 27.00 121,420.00 6,777,980.00
February 30.00 27.00 32,260.00 1,867,620.00

March 31.00 26.00 352,880.00 20,828,060.00
april 30.00 28.50 62,640.00 3,632,100.00
May 30.00 28.00 269,400.00 15,577,908.00
June 30.00 28.00 116,560.00 6,567,360.00
July 28.00 24.00 54,640.00 2,922,690.00

august 25.80 23.00 1,973,970.00 99,515,710.00
september 29.50 25.80 622,620.00 35,432,960.00

october 29.50 27.51 924,342.00 50,883,165.60
november 28.50 25.00 223,287.00 11,865,220.60
December 29.00 25.00 229,910.00 12,639,260.00

ToTal 4,983,929.00 268,510,034.20
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Director’s rePort

Bhutan 2011 for safeguarding the assets of the bank and for preventing and detecting fraud and other 
irregularities; and

4. that they have prepared the annual accounts on a going concern basis.

ClosinG sTaTeMenT
2015 was a good year for Bhutan National Bank. We performed well and are executing on the strategic priorities 
of the Bank. We are making steady progress in adapting our business to meet changing regulatory, market 
and client demands and adding value for all stakeholders. As a result, we now have a robust, effi  cient and 
eff ective business model which underlines our strengths and supports the bank strategy. Products, services 
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2015 was as the newspapers reported, “a milestone in the history of 
the bank”. In 2009 when the offi  cials of the bank sat down to discuss 
the strategy and target for the coming years, no one at that point in 
time would have imagined the bank achieving a Profi t Aft er Tax of Nu 
1 billion in 2015.

Th is milestone achievement in 2015 can mainly be attributed to planning, 
the restructuring done within the bank and the continuous eff orts of 
the bank employees. While the bank ended 2014 very positively, , the 
expectations from the board of directors and shareholders on the 2015 
performance was always kept in mind during the year.

Th e management of the bank with the guidance from the board of 
directors continued to focus not only on what we do but on how we do 

it and most importantly continue to fi nd ways and means to improve the core of the organization – customer 
service.  We believe that in order to deliver sustainable performance, we have to balance the needs of all our 
stakeholders across the short and long-term.  While 2014 was a successful year for the bank, the board and 
management set stretching but achievable goals for 2015 which was surpassed with the continued support of 
all employees of the bank and our customers who continue to bank with us as their preferred choice of bank.

strategic Management 
Th e bank continued to expand its physical presence in 2015, by opening extension offi  ces in Trashiyangtse, 
Lhuentse, Khasadrapchu and Nganglam. We now have offi  ces in all Dzongkhags except Gasa, which has been 
slated to open 2016.  During the year, we also upgraded the Khuruthang extension offi  ce to provide basic credit 
services, and began the process of revamping our main branch located in the General Post Offi  ce building in 
Th imphu. 

Th is year, the management segregated IT projects from IT operations, and placed IT projects with OSM. 
Although, we initiated about eight projects in 2015, such as mobile banking, recycler machines, credit related 
projects and two RMA projects, none could be completed in 2015 due to various issues such as hardware and 
soft ware compatibility, licensing issues among vendors and pricing. However, with most issues ironed out, we 
expect a number of our IT projects to become operational by the second half of 2016. Th e OSM projects are 
prioritized to try and make the customer experience seamless between the physical and virtual services.  

On the internal front, in 2015, the board endorsed OSM’s Executive Performance Management System, 
forming a standard for measuring individual executive performance, which in turn will be cascaded down to 
measure unit performances and fi nally individual employee performance. Th is system, we believe, will assist 
us to continuously improve our core, prioritize and build systems that will help us support our customers 
‘undertakings 

cHief eXecutiVe officer’s rePort
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risk Management function
BNBL has introduced risk management function formally from 2015 to monitor and manage various risks the 
Bank is exposed to. Th e bank has now a comprehensive written policy on Risk Management to identify, measure, 
manage and mitigate the risk. Th e policy also has a detailed controlling tools, methodologies and reporting 
principles. Th e risk function is in the process of implementation. Th e major risks the policy emphasizes are 
Credit Risk, Market Risk and Operational Risk. Th e details of the risk management are provided in the section 
under RMA Disclosures.

financial Performance review
Th e fi nancial statements of Bank and Group are prepared in conformity with the requirement of Bhutan 
Accounting Standards (BASs and BFRSs), which are aligned to corresponding International Financial Reporting 
standards (IFRS). However, the compliance to Central Bank and Tax Authority are based on the requirements 
under local GAAP. Th e bank prepared two sets of fi nancial statements, one as per BAS, which are published 
in Annual Report and other as per Local GAAP, for compliance to Royal Monetary Authority and to Regional 
Revenue & Custom Offi  ce. As required under BAS, the bank prepared fi nancial statements for both Bank and 
the Group (which constitutes Subsidiary and Associates), however since, bank by far contributes the largest to 
profi t and assets, the review will focus on the performance of the bank. � e review as presented are based on the 
� nancials prepared under BAS, unless speci� ed.

assets
Th e bank recorded a growth of 6% as at 31st December 2015 as against the growth of 14%, the previous year. 
Despite increase in the Loans & Advances (14%), the bank’s asset growth has been lower than the previous year 
and this was mainly because of reduction in the Cash & Cash equivalent. However, the balances with Central 
Bank and placement with other banks within and outside Bhutan has increased by Nu. 1.56 bn over previous 
year.

cHief eXecutiVe officer’s rePort
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liabilities
Th e total liabilities excluding equity recorded a growth of 6% as against the growth of 15% last year for the 
bank. Th e increase in the deposits from Nu. 20.87 bn to Nu. 21.87 bn largely contributed to increase in the 
liability. Th e ‘Other Liabilities’ has also increased by more than double and increase in the fi nancial liability 
(margin money) contributed the maximum to the growth. Despite the steps taken to boost CASA portfolio, the 
composition marginally reduced from 41% to 40% of the total deposit in 2015.
 

cHief eXecutiVe officer’s rePort

net interest income (nii)
Th e net interest income was Nu. 1.55 bn in the current year, a 15% (previous year: 17%) growth over Nu. 1.35 
bn in the previous year. Th e reason for achieving the growth is attributed to 11% (previous year: 3%) increase in 
Interest & Similar income and marginal increase of 5% (decrease of 14% in previous year) in Interest & Similar 
Expenses. Interest from Loans & advances to customers, which is the main source of income constitutes 96% 
of the total interest income.
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net fee and commission income
Th e Net fee & commission income during the year under review increased from Nu. 82.25 Mn to Nu. 87.36 
Mn recording a growth of 6% (previous year: 0.29%). Th e Fee and commission income has increased by 5% 
(previous year: 2%) whereas, the fee and commission expenses has decreased by 9% (previous year: increase of 
26%).

cHief eXecutiVe officer’s rePort

other operating income
Other operating income recorded a growth of 77% from Nu. 85.38 Mn in 2014 to Nu. 151.12 Mn in the current 
year. Th e increase is mainly because of 86% growth (Nu. 53.13 mn) in the forex gains.

operating expenses
Th e operating expenses increased by about 48% from Nu. 354.69 mn in 2014 to Nu. 524.20 mn in the year 
under review. Th is was mainly because of: 

• Increase in the depreciation charged due to changes in the useful lives of assets.
• Increase of 36% in employment cost driven mainly by 29% increase in the wages & salaries

However, the personnel expenses as a proportion of total operating expenses excluding impairment has come 
down from 69% in 2014 to 63% in the current year, an improvement of 8% despite increase in the staff  numbers 
and remuneration. 
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impairment of loan losses
Th e total impairment of loan losses during the year reduced to Nu. 1.42 Bn from Nu. 1.47 Bn in 2014, a decrease 
of about 4% as against the increase of 8.67% the year before. Despite charge of Nu. 26.40 mn (PY nil) under 
individually signifi cant loan, there is a net reversal of 27.40 mn because of reduction in the charges under 
collective impairment. During the year there was a net write back of Nu. 16.46 mn as against the charge of Nu. 
113.57 mn in 2014.

Pre and Post tax profi t
Th e bank performed exceptionally well in 2015 with a record profi t aft er tax of Nu. 1,001.91 mn as compared 
to Nu. 714.22 mn in 2015 under Local GAAP, a growth of 40% (previous year: 62%). Th e increase in the PAT 
under Local GAAP was mainly due to improvement in the NPL, which resulted in a write back of Nu. 162 mn. 
However, the PAT under BAS increased only by 6% from Nu. 743.64 mn in 2014 to Nu. 785.88 mn in current 
year. Th e diff erence in the PAT under Local GAAP and BAS was mainly because of the write back of provisions 
and deferred tax under BAS. 

cHief eXecutiVe officer’s rePort
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taxation
Th e tax liability is based on the accounting profi t computed under Local GAAP adjusted for disallowable 
expenses as per Rules on the Income Tax Act of the Kingdom of Bhutan 2001. Th e bank paid Nu. 444.50 mn 
for the current year as tax to the authority as compared to Nu. 313.04 mn in the previous year. However, the tax 
liability computed under BAS stands at Nu. 500.74 mn, which includes deferred tax liability of Nu. 56.24 mn.

credit quality
Th e bank as required by BAS, computed and made an impairment provisions on loans & advances comprising 
of individual and collective impairment. Th e impairment ratios were as follows: 

cHief eXecutiVe officer’s rePort

Th e individual impairment as a % of individually impaired loans & advances stands at 29.57% and collective 
impairment as % of loans & advances subject to collective impairment was 6.75% in the period under review.
However, the bank continues to compute provision as per the norms of the Central Bank where NPL classifi cations 
are time based. Th e bank during the fi rst half experienced an increase in the NPL but this trend gradually 
reduced towards the end of the year through proactive approaches adopted by the bank with guidance from 
the Credit Administration Department. Th e gross NPL ratio which was 6.49% in 2014 has slightly improved to 
6.05% with a net NPL of -0.67% (previous year: -1.91). 

shareholders’ fund
Shareholders’ fund grew by Nu. 478.83 mn (previous year: Nu. 547.87 Mn) or 7% (previous year: 9%) during 
the year. Th e amount as required under RMA Prudential Regulation (2002) & Financial Service Act of the 
kingdom of Bhutan 2011 has been transferred to General Reserves and Specifi c Reserves. 

2015 2014 2013
Individual Impairment as a % of total loans 0.13% 0.00% 0.12%
Collective Impairment as a % of total loans 7.24% 8.54% 7.98%
Total Impairment as a % of total loans 7.38% 8.54% 8.09%
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cHief eXecutiVe officer’s rePort

Dividend
Th e bank has a dividend policy designed primarily to create profi table and sustained growth within acceptable 
risk parameters in order to maximize long term value for shareholders. Th e objective is to provide a return that 
shareholders expect from their investment with consideration given to cash and growth requirement of the 
business.
Th e Board of Directors approved a cash dividend of Nu. 1.41 per share (previous year: Nu. 1 per share) with 
a payout ratio of 49.93% (previous year: 49.68%) on the PAT under local GAAP. Th e basic earnings per share 
stood at Nu. 2.21 in 2015 as against Nu. 2.10 in 2014 (under BAS).

capital adequacy ratio & liquid asset ratio
Th e Capital Adequacy Ratio, which was 25.65% in 2014 has marginally dropped to 23.36% in 2015 because of 
increase in loans & advances. Th e total risk weighted assets (TRWA) increased by 16.70% as against the increase 
of 6.28% in Capital fund, during the year under review.    



22 annual rePort 2015    “Your Relationship Bank”

cHief eXecutiVe officer’s rePort

a snapshot of the human resource for 2015
Th e HR in keeping with the theme “ Customer Service “ adopted for the year 2015 , made conscious eff orts to
focus on and adhere to this theme without exception in all work interactions whether across reporting levels,
among peers , with sub-ordinates ,with clients or other external parties.

employees
Total number of Employees as of December, 2015 was 453.
      
        number of employees by Gender 

  
recruitment
Th e Bank continues to be one of the most prospective employers with 879 application received for 11 posts
that was announced and advertised nationwide. Th e recruitment of 11 staff  in 2015 refl ected a growth of about
3 % over the previous year. Th e new positions arose primarily due to opening of new extensions and to a lesser
extend due to expansion of operational and service areas and replacements for those who resigned from the
Bank.

health and safety
Th e Bank takes a proactive role in ensuring high standards of occupational health and safety. No work place
accidents were reported in 2015.Th e Bank off ers subsidized gym memberships and encourages medical
checkup for staff . All employees are eligible for medical leave, reimbursement of medical expenses within the
pre-advised limits and regulations.

employee engagement
During the year, the Bank conducted an employment satisfaction survey across all offi  ces in Th imphu to
ascertain perceptions on issues impacting the employees, business and processes. Th e survey indicated that the
employees were somewhat satisfi ed.

Th e fi ndings of the survey were communicated to all staff  through a series of meetings. Stemming from the
feedback the Management addressed the fi ndings by taking actions when deemed warranted. Th is process will
be continued and replicated across all branches in the forthcoming year.

employees by years of service
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cHief eXecutiVe officer’s rePort

society and social responsibility
A milestone in the Bank’s history, the Corporate Social Responsibility Policy was draft ed and approved during 
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it systems
Major activities completed during the year are as under:
• Major teething issues from the FCUBS upgrade had been sorted out during the year.

• Th e IT personnel within the bank had developed in house SMS gateway system which was initially hosted 
with Value First at New Delhi.

• Document Management system for operations vertical for the KYC forms has been developed and launched.

• Mini Project such as extension counter, ATM, POS and enhancement of website had been undertaken 
and completed. Th e IT personnel were also actively involved in the evaluation, designing and other works 
related to the renovation of the Th imphu Branch offi  ce.

Major activities for 2016
• Th e bank has an existing DR site within the premises of the Th imphu Branch Offi  ce. In order to haveto be 

better prepared for business continuity the Bank will take the hosting of the DR site to a diff erent geographic 
location at BT Data Centre at Phuentsholing.

• Th e Bank will initiate and implement Mobile Banking Services. Further as mandated by RMA IMPS (Inter 
Bank Fund Transfer Service through mobile) will be implemented.

• Cash Deposit and Recycler will be implemented by the Bank.

• Security Features in note counting, sorting and authentication of major truncated bank currencies.

• Standardization of Desk tops and Lap tops through single OEM vendors will be undertaken.

• Upgrade and Improve network connectivity of the last mile across branches to provide faster Customer

• Service.

credit (local gaaP)
On the credit front, the Loans and Advance for 2015 was at Nu. 21.077 billion as compared to Nu.18.768 
billion in 2014. Th is translates into Nu.2.309 billion, 12.30% growth over the previous year. Th e percentage of 
Nonperforming loans was at 6.05% compared to 6.49% in 2014.

Th e total loan sanctioned in 2015 was 6.864 billion as compared to Nu.4.522 billion in 2014, an increase by
2.342 billion. Th e Interest Income on loans for 2015 was Nu.2.255 billion as compared to Nu. 2.057 billion in
2014 while the yield on loans for 2015 was 10.70% as compared to 10.96% in 2014.

In 2015, BNBL’s contribution to Credit as of December 2015 was 29% as compared to 28.72% 2014.

operations
Th e following are some of the highlights in 2015;
• Khuruthang Extension Offi  ce, Punakha was upgraded to large extension offi  ce.
• Opened Th ree (3) new Extension offi  ce at Khasadrapchu, Th imphu, Nganglam, Pemagatshel and Lhuentse.
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• Installed fi ve (5) new ATMs at Khasadrapchu, Th imphu, Langjophakha, Th imphu), Changzamtog, 
Th imphu, Nganglam, Pemagatshel, Deothang, Samdrup Jongkhar, and Lhuentse.

other highlights;
2014 2015 Variance

Off  Balance Sheet Items (LC/BC) (mn) 973.8 748.57 -23.13%
Moneygram (mn) 30.22 38.93 28.82%
B-Wallet Service users (nos) 4,957 6,736 35.89%
Internet Banking users (nos) 3,584 3,984 11.16%
ATM card holders (nos) 72,276 82,584 14.26%
SMS Banking Users (nos) 64,593 79,458 23.01%
Credit Card Holders (nos) 490 388 -20.82%

We would like to take this opportunity to inform all our shareholders that the bank paid Nu 444.50 million as
Corporate Income Tax to the National Exchequer thereby contributing to the nation’s economy and development.
We are very confi dent that the coming year will be an even more successful year with the plans and projects 
the bank has in place for the coming year. With the support of our able and enthusiast employees and with the
guidance of the board of directors, we believe that the shareholders will continue to receive signifi cant returns
on their investment in the bank despite the challenges that remain ahead.

In conclusion, we would like to express our deepest appreciation and gratitude to the Royal Government of 
Bhutan, Ministry of Finance, Royal Monetary Authority (RMA) of Bhutan, Royal Audit Authority, Company 
Registry Division of the MOEA, the RSEBL, other regulators, Board of Directors, shareholders, customers, 
auditors and all other stakeholders for their continued guidance and support without which the achievements 
made by us would not have been possible.

Tashi Delek

Kipchu Tshering               Place: Th imphu
Chief executive offi  cer
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The figures presented are under Local GAAP unless specified. 
 
Value creation for Shareholders 
 

2015 2014 Change
Net Assets per share (Nu) 18.60     17.18     8.26%
Earnings per share (Nu) 2.82       2.01       40.28%
Dividend per share (Nu) 1.41       1.00       41.00%
Market Price per share (31st December) 29.00     28.00     3.57%
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Analysis of Shareholders 
 

No of 
Shareholders

No of Shares 
(mn) % No of 

Shareholders
No of Shares 

(mn) %

Resident Shareholders 4,513 283.85          80% 4,520 283.85          80%
Non resident Shareholders 1 70.96            20% 1 70.96            20%
Total 4,514 354.81         4,521 354.81         

2015 2014

 
 

No of 
Shareholders

No of Shares 
(mn) % No of 

Shareholders
No of Shares 

(mn) %

Individuals 4,479 138.87          39.14% 4,485 136.00          38.33%
Institutions 35 215.94          60.86% 36 218.81          61.67%
Total 4,514 354.81         4,521 354.81         

2015 2014

 
 
Composition of Share ownership 
 

No of 
Shareholders

% No of 
Shares (mn)

% No of 
Shareholders

% No of 
Shares (mn)

%

Share 500 & less 301 6.67% 0.08              0.02% 290 6.43% 0.07              0.02%
Share 500 - 1000 291 6.45% 0.21              0.06% 276 6.12% 0.20              0.06%
Share 1000 - 5000 2,107 46.68% 5.22              1.47% 2,139 47.40% 5.32              1.50%
Share 5000 - 10000 952 21.09% 6.05              1.71% 965 21.38% 6.13              1.73%
Shares 10,000 - 50,000 642 14.22% 11.88            3.35% 631 13.98% 11.64            3.28%
Shares 50,000 - 100,000 80 1.77% 5.54              1.56% 74 1.64% 5.12              1.44%
Shares >100,000 141 3.12% 325.83          91.83% 138 3.06% 326.32          91.97%
Total 4,514 355              4,513 355              

2015 2014
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S.K.MITTAL & CO.                                       E-29, NDSE PART-II, 
CHARTERED ACCOUNTANTS        NEW DELHI-110049 

 Ph. No.: 26258517 
 

 
INDEPENDENT AUDITORS’ REPORT 

 
To the Members of  
BHUTAN NATIONAL BANK LIMITED 
 
1. Report on the Consolidated Financial Statements 

 
We have audited the consolidated financial statements of BHUTAN NATIONAL BANK 
LIMITED (the Group) which accompanies the Consolidated Statement of Financial Position as 
at 31st December 2015, the Consolidated Income Statement for the year ended on that date, the 
Consolidated Statement of Other Comprehensive Income for the year ended on date, the 
Consolidated Statement of Changes in Equity for the year ended on that date, the Consolidated 
Cash Flow Statement for the year ended on that date and a summary of significant accounting 
policies and other explanatory information (hereinafter referred to as “the Consolidated Financial 
Statements”), in which are incorporated: 
 
a. Audited financial statements of Bhutan National Bank Limited (the Bank) in which are 

incorporated financial statements of three branches audited by us and unaudited financial 
statements of eight branches; 

b. Audited financial statements of one subsidiary namely BNB Securities Limited (the 
Subsidiary) audited by us; and 

c. Audited financial statements of one associate namely Druk Ferro Alloys Limited (the 
Associate) not audited by us. 
 

2.  Management’s Responsibility for the Consolidated Financial Statements 
 
The Bank’s management is responsible for the preparation of these consolidated financial 
statements in accordance with the Bhutanese Accounting Standards, provisions of the Companies 
Act of the Kingdom of Bhutan 2000 (the Act), RMA Prudential Regulations 2002 and the 
Financial Services Act of Bhutan 2011. The respective Board of Directors of the companies 
included in the Group are responsible for design, implementation and maintenance of internal 
control relevant to the preparation and presentation of financial statements that give a true and 
fair view and are free from material misstatement, whether due to fraud or error, which have 
been used for the purpose of preparation of the consolidated financial statements by the Directors 
of the Bank, as aforesaid.    
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Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on 
our audit. 
  
We conducted our audit in accordance with the generally accepted auditing standards. 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 consolidated financial statements. The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal financial control relevant to the Bank’s preparation 
and presentation of the consolidated financial statements that give a true and fair view in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on whether the Bank has in place an adequate internal financial controls 
system over financial reporting and the operating effectiveness of such controls. An audit also 
includes evaluating overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
3. Opinion 

 
As required by section 74(3) of the Companies Act of the Kingdom of Bhutan 2000 (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 purpose of our audit. 
 

b. In our opinion, proper books of account as required by law relating to preparation of the 
aforesaid consolidated financial statements have been kept so far as appears from our 
examination of those books and report of other auditor in the case of Associate company and 
proper returns adequate for the purposes of our audit have been received by the Bank from 
the branches not visited by us. 

 
c. The consolidated financial statements dealt with by this report have been prepared in 

accordance with accounting principles generally accepted as well as Bhutanese Accounting 
Standards (BAS). 
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d. The consolidated financial statements dealt with in this report are in agreement with the 
books of account and returns maintained for the purpose of preparation of consolidated 
financial statements and adjustments carried out by the Bank to comply with the accounting 
policies revised on 01.01.2014 upon adoption of Bhutanese Accounting Standards.    

 
e. In our opinion and to the best of our information and according to the explanations given to 

us, and based on the consideration of the report of the other auditor on the financial 
statements of the Associate company, the aforesaid consolidated financial statements give 
the information required by the Act, in the manner so required and exhibit a true and fair 
view in conformity with the applied Bhutanese Accounting Standards and the provisions of 
the Act: 

 

i. in the case of Statement of Financial Position, of the state of affairs of the Group as 
at 31st December 2015; 

 
ii. in the case of Income Statement, of the profit of the Group for the year ended on 

that date; 
 

iii. in the case of Statement of Other Comprehensive Income, of the comprehensive 
income of the Group for the year ended on that date;   

 
iv. in the case of Statement of Changes in Equity, of the changes in equity of the 

Group for the year ended on that date; and 
 
v. in the case of Statement of Cash Flow, of the cash flows of the Group for the year 

ended on that date.   
   

4. Emphasis of Matter 
 
a. Un-reconciled balance in Network Settlement Account as on 31st December 2015 is net debit 

Nu. 97,814,479.52 (PY net debit Nu. 108,187,000.93). This represents withdrawal by the 
customers using inter-bank ATM cards, settlement of which was pending with other banks 
through the Bhutan Financial Switch (BFS) system. 

b. Loans and advances at the reporting date are of Nu. 21,077,072,706.82  as per old GAAP. 
There is a difference of Nu.4,857,099.23 compared to loan ledger balance as given in the 
system generated ageing report and is presently under reconciliation as explained to us by 
the management. 

Our Opinion is not qualified in these matters. 
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5. Other Matter 
 
a. The consolidated financial statements include the Group’s share of profit of Nu. 3,109,276 

in the Associate company which is taken from its audited financials for the year 2014 since 
it was not considered last year due to the same being under audit. Financials of the Associate 
for the year 2015 are under finalization presently and therefore the same shall be considered 
while finalizing Group’s accounts for the year 2016. 

 
b. Confirmation of outstanding balances of loans and advances given, deposits taken and other 

receivables/payables were not available for our verification. However, the Bank contended 
that such confirmations are not feasible. 

 
Our Opinion is not qualified in respect of these matters. 

 
6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
Requirements), we enclose in the annexure a statement on the matters specified therein to 
the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 
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ANNEXURE 
 

MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS 
 

As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with part II of 
Schedule XIV to the extent applicable, based on the comments in the auditors’ reports of the Bank, the 
Subsidiary and the Associate and on the basis of such checks as we considered appropriate and 
according to the information and explanations given to us, we further report that: 
 
1. The Group is maintaining proper records showing full particulars including quantitative details 

and situation of fixed assets. Discrepancies noticed on physical verification were not material and 
have been properly dealt with in the books of account. 

 
2. No fixed asset has been re-valued during the year. 

 
3. The rate of interest and other terms and conditions of secured/unsecured bonds issued by the Bank 

and secured loans availed by the Associate company from banks, financial institutions are prima 
facie not prejudicial to the interest of the Group. The Group has not availed any loan from any 
company under the same management.  

 
4. In our opinion, rate of interest and other terms and conditions of loans granted to other companies, 

firms or other parties and/or to the companies under the same management, are prima facie not 
prejudicial to the interest of the Group. The advances granted to the officers/staff are in keeping 
with the provisions of the service rules and no excessive/frequent advances are given and 
accumulation of large advances against particular individual is avoided. 

 
5. In our opinion, the Group has adequate 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 Group as well as to ensure adherence to the rules / regulations and 
system and procedures.  

 
6. There is a system of competitive biddings, commensurate with the size of the Group and the 

nature of its business, for the purchase of goods and services including stores and other assets and 
for the sale of assets. The Bank is not engaged in manufacturing or trading activities. 

 
7. Fund based or non-fund based facilities provided to the directors or to companies or firms in 

which any director was directly or indirectly interested were under similar terms and conditions as 
are applied to other parties and were not prima facie prejudicial to the interest of other 
shareholders or to the Bank.  

 

8. According to the records, the Group has been regular in depositing rates and taxes, duties, 
provident fund, and other statutory dues with the appropriate authority.  

 
9. There is no undisputed amount in respect of rates, taxes, duties, royalties, provident funds and 

other statutory dues outstanding at the year end. 
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10. No personal expenses have been charged to the Group’s account other than those payable under 
contractual obligations/or service rules of the Bank. 

 
11. The Bank has a reasonable system for follow up with various parties for recovery/ adjustment of 

outstanding amounts.
 
12. Idle cash and bank balances are generally not held by the Bank.

 
13. In our opinion and on the basis of available records and information, the activities carried out 

were lawful and intravires to the respective Articles of Incorporation of the companies comprised 
in the Group.
 

14. The Bank has a system of approval of the Board for all capital investment decision and 
investments in new projects are made only after ascertaining the technical and economic 
feasibility of such new ventures. 

 
15. The Bank has an established and effective budgetary control system.  

 
16. The details of remuneration and other payments by the Bank to the Board of Directors including 

the Chief Executive Officer or any of their relatives are disclosed in note no.35. 
 
17. The directives of the Board of Directors have generally been complied with. 

 
18. We have no information where the officials of the Bank have transmitted any price sensitive 

information which is not made publicly available, unauthorisedly to their 
relatives/friends/associates or close persons which would have directly or indirectly benefit 
themselves. 

 
19. The Bank has maintained adequate documents and records where it has granted loans and 

advances for which agreements have been drawn up and timely entries have been made.  
 
20. The Bank has adequate records for funds collected from depositors and for interest payments. 

 

21. The bank has the system of identifying objective evidence to assess and provide for any 
impairment in value of Investment. 

 
22. The Bank has complied with the requirements of the Financial Services Act of Bhutan 2011 and 

any other applicable laws, rules and regulations and guidelines issued by the appropriate 
authorities as explained by the management except otherwise mentioned elsewhere in the report or 
notes to the accounts. 

 
23. The Bank has write back of Nu. 16,459,522 towards provision for impaired loans in accordance 

with BAS 39, as against Nu. 138,715,627 written back as per RMA prudential norms. 
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24. Accrued interest on non performing loans has been recognised as interest income as per 
accounting policy of the Bank revised upon adoption of BAS and has not been deferred. However, 
accrued interest has been taken into account while arriving at provision for impairment loss.  

 
25. As stated by the management, the Bank has in place a system for physical verification and proper 

valuation of assets hypothecated against loans and advances, execution of mortgage deeds and to 
ensure that the assets are free of any prior lien or charges.  

 
26. The Bank has generally a system of monitoring the projects for which loans have been provided to 

ensure that the loan amounts are used for the specified purposes and project activities are 
progressing satisfactorily.  

 
27. The disposals of assets taken over for repayment defaults etc. are made through open/sealed bids. 

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

 
29. There is a system to ensure that additional loans are not granted to those who have defaulted in 

payment of earlier advances. 
 

30. Computerized Accounting Environment 
 
a. The organizational and system development controls and other internal controls are adequate 

commensurate with size and nature of computer installations. 
  

b. Adequate safeguard measures and back up facilities exist. 
 

c. Back up facilities and disaster recovery measures include keeping files at different locations. 
 

d. The operational controls needs to be strengthened to ensure correctness and validity of input data 
and output information. 

 
e. The measures to prevent unauthorized access over the computer installation and files are 

adequate; however no exceptional reports are generated to track irregular transactions. There has 
been no System Audit ever since the computerisation. 
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GENERAL 
 

1. Going Concern Problems  
 
Based on the net asset position reflected by the Group’s Balance Sheet as at 31st December 2015 
audited by us in accordance with the generally accepted auditing standards and on the basis of such 
other tests as we considered necessary in this regard, we have no reason to believe that the Group is 
not a going concern on the Balance Sheet date and is not likely to become sick in the near future. 
However, the Subsidiary is in the course of merger with the Bank. 
 
2. Ratio Analysis 
 
The significant ratios indicating the financial health and profitability of the Bank are given below: 
 

Particulars 2015 2014
Deposit Growth 4.78% 12.75%
Loan Growth 13.62% 2.96%
Credit Deposit Ratio 89.48% 82.51%
Interest Expenses/Deposits 3.88% 3.89%
Interest Income/Loans 11.86% 12.07%
Earning per Share 2.21               2.10              
Return on Assets 2.54% 2.55%
Networth (in bn) 7.37               6.89              
Increase in Networth 6.95% 8.64%
Return on Equity 10.66% 10.79%
Capital Adequacy Ratio* 23.36% 25.65%
NPL Ratio (Gross)* 6.05% 6.54%
Book Value per Share 20.77             19.42
Dividend per Share * Nu.1.41 Nu. 1  
* As per Local GAAP 
 
3. Compliance with the Companies Act of the Kingdom of Bhutan 2000 
 
Loans given to certain directors showing on the reporting date an outstanding balance of Nu. 
60,424,554.56 are not in accordance with the provision of section 87(a) of the above act which 
provides that no public company shall make any loan to any of its director. However, these loans are 
within acceptable limit of lending to directors provided under regulation 2.3 of the RMA Prudential 
Regulations 2002. 
 
 
4. Adherence to Laws, Rules and Regulations 
 
Audit of the Group is governed by the Companies Act of the Kingdom of Bhutan 2000 and the scope 
of audit is limited to examination and review of the financial statements as produced to us by the 
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management. In the course of audit, we have considered the compliance of provisions of the said 
Companies Act and its Article of Incorporation, and we are unable to state that the Group has been 
complying with the applicable laws (other than the Companies Act), rules and regulations, systems, 
procedures and practices. 
 
 
 
 
 
Dated:        For S.K. MITTAL & CO. 
Place:         Chartered Accountants 
        FRN: 001135N 
 
 
 
         
        Partner 
        Membership No.  
 
 
 

  

5. Other Matter 
 
a. The consolidated financial statements include the Group’s share of profit of Nu. 3,109,276 

in the Associate company which is taken from its audited financials for the year 2014 since 
it was not considered last year due to the same being under audit. Financials of the Associate 
for the year 2015 are under finalization presently and therefore the same shall be considered 
while finalizing Group’s accounts for the year 2016. 

 
b. Confirmation of outstanding balances of loans and advances given, deposits taken and other 

receivables/payables were not available for our verification. However, the Bank contended 
that such confirmations are not feasible. 

 
Our Opinion is not qualified in respect of these matters. 

 
6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
Requirements), we enclose in the annexure a statement on the matters specified therein to 
the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 
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Income Statement
For the year ended 31st December 2015

Note 2015 2014 2015 2014
Nu Nu Nu Nu

Interest & Similar Income 4 2,404,737,855           2,168,485,316            2,404,737,855            2,168,485,316            
Interest & Similar Expense 5 (848,857,185)             (812,104,131)              (848,247,060)              (811,550,606)              
Net interest income 1,555,880,670           1,356,381,185            1,556,490,795            1,356,934,710            
Fee and commission income 92,758,596                88,178,494                 94,463,951                 90,370,371                 
Fee and commission expenses (5,399,600)                 (5,930,642)                  (5,650,830)                  (6,257,487)                  
Net fee and commission income 87,358,996                82,247,852                 88,813,121                 84,112,884                 
Other Operating Income 7 151,121,012              85,383,976                 151,163,865               85,383,976                 
Share of Profit/(Loss) from Associates -                                 -                                  3,109,276                   -                                  
Total operating income 1,794,360,677           1,524,013,014            1,799,577,057            1,526,431,571            

Personnel Expenses 8 331,102,364              243,064,144               332,084,607               244,125,713               
Depreciation on Property Plant & Equipment 22 49,461,031                22,242,816                 49,461,031                 22,242,816                 
Amortization of Intangible Assets 23 24,388,588                4,247,163                   24,388,588                 4,247,163                   
Other Operating Expenses 9 119,249,060              85,135,607                 119,314,360               85,403,107                 
Impairment charges/(reversal) for loans and other losses 10 (16,459,522)               113,571,804               (16,459,522)                113,571,804               
Total Operating Expenses 507,741,521              468,261,534               508,789,064               469,590,604               
Profit Before Tax from Continuing Operations 1,286,619,157           1,055,751,480            1,290,787,993            1,056,840,967            

Income Tax Expense 11 500,739,122              312,109,489               501,139,948               312,493,665               
Profit For the Year 785,880,035              743,641,990               789,648,044               744,347,301               

For S.K. MITTAL & CO.                                                                            CHAIRPERSON CHIEF EXECUTIVE  OFFICER
Chartered Accountants
FRN : 001135N

Partner

Dated : 
Place :

Bhutan National Bank Limited

Bank Group

6

  

5. Other Matter 
 
a. The consolidated financial statements include the Group’s share of profit of Nu. 3,109,276 

in the Associate company which is taken from its audited financials for the year 2014 since 
it was not considered last year due to the same being under audit. Financials of the Associate 
for the year 2015 are under finalization presently and therefore the same shall be considered 
while finalizing Group’s accounts for the year 2016. 

 
b. Confirmation of outstanding balances of loans and advances given, deposits taken and other 

receivables/payables were not available for our verification. However, the Bank contended 
that such confirmations are not feasible. 

 
Our Opinion is not qualified in respect of these matters. 

 
6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
Requirements), we enclose in the annexure a statement on the matters specified therein to 
the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 
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part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
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Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 
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Interest & Similar Income 4 2,404,737,855           2,168,485,316            2,404,737,855            2,168,485,316            
Interest & Similar Expense 5 (848,857,185)             (812,104,131)              (848,247,060)              (811,550,606)              
Net interest income 1,555,880,670           1,356,381,185            1,556,490,795            1,356,934,710            
Fee and commission income 92,758,596                88,178,494                 94,463,951                 90,370,371                 
Fee and commission expenses (5,399,600)                 (5,930,642)                  (5,650,830)                  (6,257,487)                  
Net fee and commission income 87,358,996                82,247,852                 88,813,121                 84,112,884                 
Other Operating Income 7 151,121,012              85,383,976                 151,163,865               85,383,976                 
Share of Profit/(Loss) from Associates -                                 -                                  3,109,276                   -                                  
Total operating income 1,794,360,677           1,524,013,014            1,799,577,057            1,526,431,571            

Personnel Expenses 8 331,102,364              243,064,144               332,084,607               244,125,713               
Depreciation on Property Plant & Equipment 22 49,461,031                22,242,816                 49,461,031                 22,242,816                 
Amortization of Intangible Assets 23 24,388,588                4,247,163                   24,388,588                 4,247,163                   
Other Operating Expenses 9 119,249,060              85,135,607                 119,314,360               85,403,107                 
Impairment charges/(reversal) for loans and other losses 10 (16,459,522)               113,571,804               (16,459,522)                113,571,804               
Total Operating Expenses 507,741,521              468,261,534               508,789,064               469,590,604               
Profit Before Tax from Continuing Operations 1,286,619,157           1,055,751,480            1,290,787,993            1,056,840,967            

Income Tax Expense 11 500,739,122              312,109,489               501,139,948               312,493,665               
Profit For the Year 785,880,035              743,641,990               789,648,044               744,347,301               

For S.K. MITTAL & CO.                                                                            CHAIRPERSON CHIEF EXECUTIVE  OFFICER
Chartered Accountants
FRN : 001135N

Partner

Dated : 
Place :

Bhutan National Bank Limited

Bank Group
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As at 31st December 2015

Cash & cash Equivalents 12 3,218,820,420          5,610,201,525        3,218,820,420         5,610,201,525       
Cash & Balances with Central Bank 13 5,143,875,234          4,387,186,826        5,143,875,234         4,387,186,826       
Placement with other Banks 14 1,665,026,712          859,462,671           1,665,026,712         859,462,671          
Loans & Advances to Customers 15 19,570,868,060        17,224,255,581      19,570,868,060       17,224,255,581     
Investments in Subsidiaries 16 500,000                   500,000                  -                          -                        
Investments in Associates 17 91,463,480               91,463,480             108,756,377            105,647,101          
Financial Investments Available for Sale 18 200,321,357             104,978,302           200,321,357            105,478,302          
Financial Assets - Loans & Receivables 19 116,952,968             116,952,968           116,952,968            116,952,968          
Defined Benefit Assets 20 26,704,762               35,498,934             26,704,762              35,498,934            
Other Financial Assets 21 60,686,060               71,520,790             60,686,060              71,520,790            
Other Assets 22 342,452,655             197,149,827           343,087,192            197,349,827          
Property & Equipment 23 466,447,739             330,226,773           466,447,739            330,226,773          
Intangible Assets 24 25,333,704               49,466,576             25,333,704              49,466,576            
Deferred tax assets -                           44,711,687             -                          44,711,687            

Due to Banks and Financial Institution 25 5,308,457,911          5,798,719,895        5,298,924,579         5,790,085,442       
Due to Customers 26 16,563,920,373        15,075,874,139      16,563,920,373       15,075,874,139     
Debts Issued & Other Borrowed Funds 27 876,457,534             876,375,342           876,457,534            876,375,342          
Current Tax Liabilities 28 444,501,788             313,038,801           444,902,615            313,422,977          
Defined Benefit Liability -                          -                        
Deferred Tax Liability 30 28,177,532               -                         28,177,532              -                        
Unclaimed Balances 34,546,203               37,336,461             34,546,203              37,336,461            
Deferred Income 33,393,367               16,494,602             33,393,367              16,494,602            
Provisions 31 15,751,021               28,897,848             15,795,769              29,110,761            
Other Liabilities 32 255,337,898             86,760,283             255,913,023            86,898,390            

Share Capital 33 3,548,077,000          3,548,077,000        3,548,077,000         3,548,077,000       
Share Premium 33 34,022,965               34,022,965             34,022,965              34,022,965            

Revenue Reserve 704,496,746             777,536,769           730,436,814            799,819,648          
General Reserve 2,381,549,554          2,131,072,416        2,381,549,554         2,131,072,416       
Statutory Reserve 106,542,969             77,784,067             106,542,969            77,784,067            
Specific Reserves 354,000,000             124,000,000           354,000,000            124,000,000          
AFS Reserve 90,599,826               47,964,887             90,599,826              47,964,887            
Revaluation Reserve 149,620,462             149,620,462           149,620,462            149,620,462          

0.00 0.00 0.00 0.00

  

5. Other Matter 
 
a. The consolidated financial statements include the Group’s share of profit of Nu. 3,109,276 

in the Associate company which is taken from its audited financials for the year 2014 since 
it was not considered last year due to the same being under audit. Financials of the Associate 
for the year 2015 are under finalization presently and therefore the same shall be considered 
while finalizing Group’s accounts for the year 2016. 

 
b. Confirmation of outstanding balances of loans and advances given, deposits taken and other 

receivables/payables were not available for our verification. However, the Bank contended 
that such confirmations are not feasible. 

 
Our Opinion is not qualified in respect of these matters. 

 
6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
Requirements), we enclose in the annexure a statement on the matters specified therein to 
the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 
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6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 
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the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 

 
 

Income Statement
For the year ended 31st December 2015

Note 2015 2014 2015 2014
Nu Nu Nu Nu

Interest & Similar Income 4 2,404,737,855           2,168,485,316            2,404,737,855            2,168,485,316            
Interest & Similar Expense 5 (848,857,185)             (812,104,131)              (848,247,060)              (811,550,606)              
Net interest income 1,555,880,670           1,356,381,185            1,556,490,795            1,356,934,710            
Fee and commission income 92,758,596                88,178,494                 94,463,951                 90,370,371                 
Fee and commission expenses (5,399,600)                 (5,930,642)                  (5,650,830)                  (6,257,487)                  
Net fee and commission income 87,358,996                82,247,852                 88,813,121                 84,112,884                 
Other Operating Income 7 151,121,012              85,383,976                 151,163,865               85,383,976                 
Share of Profit/(Loss) from Associates -                                 -                                  3,109,276                   -                                  
Total operating income 1,794,360,677           1,524,013,014            1,799,577,057            1,526,431,571            

Personnel Expenses 8 331,102,364              243,064,144               332,084,607               244,125,713               
Depreciation on Property Plant & Equipment 22 49,461,031                22,242,816                 49,461,031                 22,242,816                 
Amortization of Intangible Assets 23 24,388,588                4,247,163                   24,388,588                 4,247,163                   
Other Operating Expenses 9 119,249,060              85,135,607                 119,314,360               85,403,107                 
Impairment charges/(reversal) for loans and other losses 10 (16,459,522)               113,571,804               (16,459,522)                113,571,804               
Total Operating Expenses 507,741,521              468,261,534               508,789,064               469,590,604               
Profit Before Tax from Continuing Operations 1,286,619,157           1,055,751,480            1,290,787,993            1,056,840,967            

Income Tax Expense 11 500,739,122              312,109,489               501,139,948               312,493,665               
Profit For the Year 785,880,035              743,641,990               789,648,044               744,347,301               

For S.K. MITTAL & CO.                                                                            CHAIRPERSON CHIEF EXECUTIVE  OFFICER
Chartered Accountants
FRN : 001135N

Partner

Dated : 
Place :

Bhutan National Bank Limited

Bank Group
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CASH FLOW STATEMENT
For the year  ended  31st December 2015 2014 2015 2014

Cash flows from operating activities
PBT 1,286,619,157                  1,055,751,480                 1,290,787,993                  1,056,840,967                 
Adjustment for:
Depreciation and Amortisation 73,849,619                       26,489,979                      73,849,619                       26,489,979                      
Profit on Sale of PPE (766,027)                           181,841                           (766,027)                           181,841                           
Prior Period adjustment 9,982,199                          -                                        9,871,378                          -                                        
Income from RGOB Bonds (10,800,053)                      (8,822,033)                       (10,800,053)                      (8,822,033)                       
Provisions for gratuity 16,799,223                       14,006,686                      16,799,223                       14,006,686                      
Income From AFS Financial Investments (5,505,700)                        (5,749,912)                       (5,505,700)                        (5,749,912)                       
Income From Investments in Associates (17,386,590)                      (11,591,060)                     (17,386,590)                      (11,591,060)                     
Interest paid for Borrowings 51,082,192                       43,002,740                      51,082,192                       43,002,740                      
Impairment Charges for Loans and advances and other write-offs (16,459,522)                      113,571,804                    (16,459,522)                      113,571,804                    
Movement in Provisions(Lease encashment and Off balance sheet provions) (3,254,681)                        6,337,399                        (3,254,681)                        6,337,399                        

Operating profit before changes  in operating assets & liabilities 1,384,159,816                  1,233,178,924                 1,388,217,832                  1,234,268,411                 
(Increase) / decrease in operating assets
DBO Movement (8,005,051)                        (16,401,508)                     (8,005,051)                        (16,401,508)                     
Loans & receivables from customers (2,330,152,957)                 (605,622,801)                   (2,330,152,957)                 (605,622,801)                   
Loans & receivables from banks -                                         -                                        -                                         -                                        
Other loans & receivables -                                         -                                        -                                         -                                        
Deferred Tax Assets -                                         10,423,947                      -                                         10,212,948                      
Other assets (134,468,099)                    -                                        (134,902,636)                    -                                        

(2,472,626,107)                 (611,600,361)                   (2,473,060,644)                 (611,811,361)                   
Increase / (decrease) in operating liabilities
Tax Liabilities -                                         -                                         
Due to customers 1,488,046,234                  1,096,779,267                 1,488,046,234                  1,096,779,267                 
Due to banks & Financial Institutions (490,261,985)                    1,260,159,854                 (491,160,863)                    1,259,281,366                 
Other liabilities 168,577,616                     (33,987,753)                     169,014,633                     (33,726,677)                     
Deferred Tax Liability -                                         -                                        -                                         -                                        
Unclaimed Balances (2,790,258)                        18,936,803                      (2,790,258)                        18,936,803                      
Deferred Income 16,898,765                       (590,775)                          16,898,765                       (590,775)                          
Provisions (9,892,145)                        (35,608,481)                     (10,060,311)                      (35,608,481)                     

1,170,578,227                  2,305,688,915                 1,169,948,200                  2,305,071,503                 

Net cash generated  from/(used in) operating activities before income tax 82,111,936                       2,927,267,478                 85,105,388                       2,927,528,554                 
Income tax paid (313,038,801)                    (222,000,831)                   (313,422,977)                    (222,261,907)                   
Net cash generated  from/(used in) operating activities (230,926,865)                  2,705,266,647               (228,317,589)                  2,705,266,647                 

Cash flows from investing activities

Investment in Bonds -                                         (10,121,700)                     -                                         (10,121,700)                     
Net proceeds from sale,maturity and purchase of  available for sale investments (95,343,056)                      (375,000)                          (94,843,056)                      (375,000)                          
Income from investments 5,505,700                          5,749,912                        5,505,700                          5,749,912                        
Income from Investment is subsidiries/Associates 17,386,590                       11,591,060                      17,386,590                       11,591,060                      
Revaluation of AFS 54,428,309                       54,428,309                       
Investment in Subsidiary -                                         (3,109,276)                        
Purchase of property plant and equipment (184,915,970)                    (33,492,430)                     (184,915,970)                    (33,492,430)                     
Purchase of intangible assets (255,717)                           (33,135,730)                     (255,717)                           (33,135,730)                     
Income from RGOB Bonds 10,800,053                       8,822,033                        10,800,053                       8,822,033                        
Net cash flows used in investing activities (192,394,091)                  (50,961,854)                   (195,003,367)                  (50,961,854)                     

Cash flows from financing activities
Interest Paid on borrowings (51,082,192)                      (43,002,740)                     (51,082,192)                      (43,002,740)                     
Movement in Debt and other Borrowed Funds 82,192                               522,002,740                    82,192                               522,002,740                    
Issuance of Share capital and Changes in Share premium -                                         -                                         
Dividend paid (354,807,700)                    (194,133,347)                   (354,807,700)                    (194,133,347)                   
Increase / (Decrease) in Debentures -                                         -                                         
Increase / (Decrease) due to banks -                                         -                                         
Decrease in Derivative Financial Instruments -                                         -                                         
Increase / (Decrease) in Commercial papers -                                         -                                         
Increase/(Decrease) in borrowed funds -                                         -                                         
Shares issued -                                         -                                         
Dividend paid -                                         -                                         
Net cash generated from financing activities (405,807,700)                  284,866,653                  (405,807,700)                  284,866,653                    

Net cash generated / (used in) during the year (829,128,656)                    2,939,171,446                 (829,128,656)                    2,939,171,446                 
Cash and cash equivalents at the beginning of the year 10,856,851,022                7,917,679,576                 10,856,851,022                7,917,679,576                 

Cash and cash equivalents at the end of the year 10,027,722,367                10,856,851,022               10,027,722,367                10,856,851,022               

For S.K. MITTAL & CO.                                                                                             CHAIRPERSON CHIEF EXECUTIVE OFFICER
Chartered Accountants
FRN : 001135N

Partner
M. No:
Dated : 
Place :

Bank Group

  

5. Other Matter 
 
a. The consolidated financial statements include the Group’s share of profit of Nu. 3,109,276 

in the Associate company which is taken from its audited financials for the year 2014 since 
it was not considered last year due to the same being under audit. Financials of the Associate 
for the year 2015 are under finalization presently and therefore the same shall be considered 
while finalizing Group’s accounts for the year 2016. 

 
b. Confirmation of outstanding balances of loans and advances given, deposits taken and other 

receivables/payables were not available for our verification. However, the Bank contended 
that such confirmations are not feasible. 

 
Our Opinion is not qualified in respect of these matters. 

 
6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
Requirements), we enclose in the annexure a statement on the matters specified therein to 
the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 
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it was not considered last year due to the same being under audit. Financials of the Associate 
for the year 2015 are under finalization presently and therefore the same shall be considered 
while finalizing Group’s accounts for the year 2016. 

 
b. Confirmation of outstanding balances of loans and advances given, deposits taken and other 

receivables/payables were not available for our verification. However, the Bank contended 
that such confirmations are not feasible. 

 
Our Opinion is not qualified in respect of these matters. 

 
6. As required by section 75 of the Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting 
Requirements), we enclose in the annexure a statement on the matters specified therein to 
the extent applicable to the Group/Bank. 

    
 
 

Dated: April 25, 2016     For S.K. MITTAL & CO. 
Place: New Delhi     Chartered Accountants 

       FRN: 001135N 
 
 

          
           
       Partner: Krishan Sarup 
       Membership No.: 10633 

 
 

Income Statement
For the year ended 31st December 2015

Note 2015 2014 2015 2014
Nu Nu Nu Nu

Interest & Similar Income 4 2,404,737,855           2,168,485,316            2,404,737,855            2,168,485,316            
Interest & Similar Expense 5 (848,857,185)             (812,104,131)              (848,247,060)              (811,550,606)              
Net interest income 1,555,880,670           1,356,381,185            1,556,490,795            1,356,934,710            
Fee and commission income 92,758,596                88,178,494                 94,463,951                 90,370,371                 
Fee and commission expenses (5,399,600)                 (5,930,642)                  (5,650,830)                  (6,257,487)                  
Net fee and commission income 87,358,996                82,247,852                 88,813,121                 84,112,884                 
Other Operating Income 7 151,121,012              85,383,976                 151,163,865               85,383,976                 
Share of Profit/(Loss) from Associates -                                 -                                  3,109,276                   -                                  
Total operating income 1,794,360,677           1,524,013,014            1,799,577,057            1,526,431,571            

Personnel Expenses 8 331,102,364              243,064,144               332,084,607               244,125,713               
Depreciation on Property Plant & Equipment 22 49,461,031                22,242,816                 49,461,031                 22,242,816                 
Amortization of Intangible Assets 23 24,388,588                4,247,163                   24,388,588                 4,247,163                   
Other Operating Expenses 9 119,249,060              85,135,607                 119,314,360               85,403,107                 
Impairment charges/(reversal) for loans and other losses 10 (16,459,522)               113,571,804               (16,459,522)                113,571,804               
Total Operating Expenses 507,741,521              468,261,534               508,789,064               469,590,604               
Profit Before Tax from Continuing Operations 1,286,619,157           1,055,751,480            1,290,787,993            1,056,840,967            

Income Tax Expense 11 500,739,122              312,109,489               501,139,948               312,493,665               
Profit For the Year 785,880,035              743,641,990               789,648,044               744,347,301               

For S.K. MITTAL & CO.                                                                            CHAIRPERSON CHIEF EXECUTIVE  OFFICER
Chartered Accountants
FRN : 001135N

Partner

Dated : 
Place :

Bhutan National Bank Limited

Bank Group

6
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NOTES TO THE FINANCIAL STATEMENTS 
 
 
 

 

1. CORPORATE INFORMATION  
 

Bhutan National Bank Limited (the Bank) together with its subsidiary (‘the Group’), 
provides Commercial Banking services in various parts of the Kingdom of Bhutan. 
It is a Licensed Commercial Bank under the Financial Institutions’ Act of Bhutan 1992.   
 
Bhutan National Bank is a domestic national bank incorporated and domiciled in the 
Kingdom of Bhutan. Its registered office is at P.O. Box 439, Head Office, Norzim Lam, 
Thimphu, Bhutan.  
 
The Bank does not have an identifiable parent on its own. Bhutan National Bank is the 
ultimate parent of the Group. 
 
The consolidated financial statements for the year ended 31 December 2015 were 
authorised for issue in accordance with a resolution of the directors on February 26, 2015. 

 

2.1 BASIS OF PREPARATION 
 

The consolidated financial statements have been prepared on a historical cost basis, except 
for available –for sale investments and Land & Buildings. The consolidated financial 
statements are presented in Bhutan Ngultrum rounded (Nu.)  
 
Statement of compliance 
 
The consolidated financial statements of the Bank have been prepared in accordance with 
Bhutanese Accounting Standards (BAS).  
 
Presentation of financial statements 
 
The Bank presents its statement of financial position in order of liquidity. An analysis 
regarding recovery or settlement within 12 months after the reporting date (current) and 
more than 12 months after the reporting date (non–current) is presented in note 40. 
 
Financial assets and financial liabilities are offset and the net amount reported in the 
consolidated statement of financial position only when there is a legally enforceable right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liability simultaneously. Income and expenses are not offset 
in the consolidated income statement unless required or permitted by any accounting 
standard or interpretation, and as specifically disclosed in the accounting policies of the 
Group 

. 
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Basis of consolidation  
 
The consolidated financial statements comprise of financial statements of the Bank, its 
subsidiary and associate for the year ended 31 December 2015. The financial statements of 
the Bank’s subsidiary are prepared for the same reporting year as the Bank, using 
consistent accounting policies. 
 
All intra–group balances, transactions, income and expenses are eliminated in full.  
 
Subsidiary is fully consolidated from the date on which control is transferred to the Group. 
Control is achieved where the Group has the power to govern the financial and operating 
policies of an entity so as to obtain benefits from its activities. 

 
 
2.2 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND 

ASSUMPTIONS 
 

The preparation of the Group’s consolidated financial statements requires management to 
make judgements, estimates and assumptions that affect the reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure 
of contingent liabilities. Uncertainty about these assumptions and estimates could result in 
outcomes that require a material adjustment to the carrying amount of assets or liabilities 
affected in future periods. 
 
Judgements 
 
In the process of applying the Group’s accounting policies, management has made the 
following judgements, which have the most significant effect on the amounts recognised in 
the consolidated financial statements: 
 
Estimates and assumptions 
 
The key assumptions concerning the future and other key sources of estimation uncertainty 
at the reporting date, that have a significant risk of causing a material adjustment to the 
carrying amounts of assets and liabilities within the next financial year, are described 
below. The Group based its assumptions and estimates on parameters available when the 
consolidated financial statements were prepared. Existing circumstances and assumptions 
about future developments, however, may change due to market changes or circumstances 
beyond the control of the Group. Such changes are reflected in the assumptions when they 
occur. 
 
Going concern 
 
The Group’s management has made an assessment of its ability to continue as a going 
concern and is satisfied that it has the resources to continue in business for the foreseeable 
future. Furthermore, management is not aware of any material uncertainties that may cast 
significant doubt upon the Group’s ability to continue as a going concern. Therefore, the 
financial statements continue to be prepared on the going concern basis. 
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Fair value of financial instruments  
 
Where the fair values of financial assets and financial liabilities recorded on the statement 
of financial position cannot be derived from active markets, they are determined using a 
variety of valuation techniques that include the use of mathematical models. The inputs to 
these models are derived from observable market data where possible, but if this is not 
available, judgement is required to establish fair values. The judgements include 
considerations of liquidity and model inputs such as volatility for discount rates, income 
earning potential and etc. 
 
For the purpose of valuing the quoted equity, Bank used the Dividend Growth Model and 
in certain circumstances, the growth was anticipated to be in line with the GDP 
growth/Business sector of the economy. 
 
Impairment losses on loans and advances 
 
The Group reviews its individually significant loans and advances at each statement-of-
financial-position date to assess whether an impairment loss should be recorded in the 
income statement. In particular, management’s judgement is required in the estimation of 
the amount and timing of future cash flows when determining the impairment loss. These 
estimates are based on assumptions about a number of factors and actual results may 
differ, resulting in future changes to the allowance. 
 
Loans and advances that have been assessed individually (and found not to be impaired) 
are assessed together with all individually insignificant loans and advances in groups of 
assets with similar risk characteristics. This is to determine whether provision should be 
made due to incurred loss events for which there is objective evidence, but the effects of 
which are not yet evident. The collective assessment takes account of data from the loan 
portfolio (such as levels of arrears, loan type, etc.) and judgement on the effect of 
economic and market conditions. 
 
The impairment loss on loans and advances is disclosed in more detail in Note 10 & 15. 
 
Impairment of available-for-sale investments 
 
The Group reviews its equity securities classified as available-for-sale investments at each 
reporting date to assess whether they are impaired. This requires similar judgement as 
applied to the individual assessment of loans and advances. 
 
The Group also records impairment charges on available-for-sale equity investments when 
there has been a significant or prolonged decline in the fair value below their cost. The 
determination of what is ‘significant’ or ‘prolonged’ requires judgement. In making this 
judgement, the Group evaluates, among other factors, historical share price movements 
and duration and extent to which the fair value of an investment is less than its cost. 

 
 
 
 
 



47Annual Report 2015    “Your Relationship Bank”

Bhutan National Bank Limited 
NOTES TO THE FINANCIAL STATEMENTS 
 
 
 

 

2.3 FIRST-TIME ADOPTION OF IFRS 
 

The financial statements, for the year ended 31 December 2014 were the first, the Group 
had prepared in accordance with BAS. For periods up to and including the year ended 31 
December 2013, the Group prepared its financial statements in accordance with Generally 
Accepted Accounting Principles in Bhutan (Local GAAP). 
 
Accordingly, the Group has prepared financial statements which comply with BAS 
applicable for period ending 31 December 2015, together with the comparative period data 
as at and for the year ended 31 December 2014, as described in the summary of significant 
accounting policies. The note 2.5 explains the principal adjustments made by the Bank in 
restating its Local GAAP financial statements. 

 

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
2.4.1 Foreign currency translation  

 
The consolidated financial statements are presented in Bhutan Ngultrum (Nu) which is the 
functional currency of the Bank and its Subsidiary. 
 

(i) Transactions and balances 
 

Transactions in foreign currencies are initially recorded at the spot rate of exchange ruling 
at the date of the transaction. 
 
Monetary assets and liabilities denominated in foreign currencies are retranslated at the 
spot rate of exchange at the reporting date. All differences arising on non–trading activities 
are taken to Other operating income in the income statement. 
 
Non–monetary items that are measured in terms of historical cost in a foreign currency are 
translated using the spot exchange rates as at the date of recognition. Non–monetary items 
measured at fair value in a foreign currency are translated using the spot exchange rates at 
the date when the fair value was determined. 
 
 

2.4.2 Financial instruments – initial recognition and subsequent measurement  
 

(i) Date of recognition 
All financial assets and liabilities are initially recognised on the trade date, i.e., the date 
that the Group becomes a party to the contractual provisions of the instrument. This 
includes regular way trades: purchases or sales of financial assets that require delivery of 
assets within the time frame generally established by regulation or convention in the 
market place i.e Refundable Deposits/Staff Loans. 
 
 
 
 
 



48 Annual Report 2015    “Your Relationship Bank”

Bhutan National Bank Limited 
NOTES TO THE FINANCIAL STATEMENTS 
 
 
 

 

(ii) Initial measurement of financial instruments 
 
The classification of financial instruments at initial recognition depends on their purpose 
and characteristics and the management’s intention in acquiring them. All financial 
instruments are measured initially at their fair value plus transaction costs, except in the 
case of financial assets and financial liabilities recorded at fair value through profit or loss. 

 
(iii) Financial assets or financial liabilities held for trading  

 
Currently the Group does not have any Financial Assets classified as held for trading. 

 

(iv) Financial assets and financial liabilities designated at fair value through profit or loss  
 
Financial assets and financial liabilities classified in this category are those that have been 
designated by management upon initial recognition. Management may only designate an 
instrument at fair value through profit or loss upon initial recognition when the following 
criteria are met, and designation is determined on an instrument-by-instrument basis. 
 
Financial assets and financial liabilities at fair value through profit or loss are recorded in 
the statement of financial position at fair value. Changes in fair value are recorded in Net 
gain or loss on financial assets and liabilities designated at fair value through profit or loss. 
Interest earned or incurred is accrued in Interest income or Interest expense, respectively, 
using the effective interest rate (EIR), while dividend income is recorded in Other 
operating income when the right to the payment has been established. 
 
Currently the Group does not have any Financial Instruments designated as Fair Value 
through Profit or Loss. 
 
 

(v) ‘Day 1’ profit or loss  
 
When the transaction price differs from the fair value of other observable current market 
transactions in the same instrument, or based on a valuation technique whose variables 
include only data from observable markets, the Group immediately recognises the 
difference between the transaction price and fair value (a Day 1 profit or loss) in Net 
trading income. In cases where fair value is determined using data which is not observable, 
the difference between the transaction price and model value is only recognised in the 
income statement when the inputs become observable, or when the instrument is 
derecognised. 

 
(vi) Available-for-sale financial investments  

 
Available-for-sale investments include equity securities. Equity investments classified as 
available-for sale are those which are neither classified as held for trading nor designated 
at fair value through profit or loss. 
 
After initial measurement, available-for-sale financial investments are subsequently 
measured at fair value. Unrealised gains and losses are recognised directly in equity (Other 
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comprehensive income) in the Available-for sale reserve. When the investment is disposed 
of, the cumulative gain or loss previously recognised in equity is recognised in the income 
statement in Other operating income. Where the Group holds more than one investment in 
the same security, they are deemed to be disposed of on a first–in first–out basis. 
Dividends earned whilst holding available-for-sale financial investments are recognised in 
the income statement as Other operating income when the right of the payment has been 
established. The losses arising from impairment of such investments are recognised in the 
income statement in ‘Impairment losses on financial investments’ and removed from the 
Available-for-sale reserve. 
 
 

(vii) Held-to-maturity financial investments  
 
Held-to-maturity financial investments are non–derivative financial assets with fixed or 
determinable payments and fixed maturities, which the Group has the intention and ability 
to hold to maturity. After initial measurement, held to maturity financial investments are 
subsequently measured at amortised cost using the Effective Interest Rate (EIR) less 
impairment. Amortised cost is calculated by taking into account any discount or premium 
on acquisition and fees that are an integral part of the Effective Interest Rate (EIR). The 
amortisation is included in Interest and similar income in the income statement. The losses 
arising from impairment of such investments are recognised in the income statement line 
Credit loss expense. 
 
If the Group were to sell or reclassify more than an insignificant amount of held to 
maturity investments before maturity (other than in certain specific circumstances), the 
entire category would be tainted and would have to be reclassified as available-for-sale. 
Furthermore, the Group would be prohibited from classifying any financial asset as held to 
maturity during the following two years. Currently the Group does not have any financial 
instruments classified as Held Till Maturity. 

 

(viii) Due from banks and loans and advances to customers  
 

Due from banks and Loans and advances to customers include non–derivative financial 
assets with fixed or determinable payments that are not quoted in an active market, other 
than: 
 
 Those that the Group intends to sell immediately or in the near term and those that 

the Group, upon initial recognition, designates as at fair value through profit or loss 
 Those that the Group, upon initial recognition, designates as available-for-sale 
 Those for which the Group may not recover substantially all of its initial investment, 

other than because of credit deterioration 
 
After initial measurement, amounts Due from banks and Loans and advances to customers 
are subsequently measured at amortised cost using the Effective Interest Rate (EIR), less 
allowance for impairment. Amortised cost is calculated by taking into account any 
discount or premium on acquisition and fees and costs that are an integral part of the 
Effective Interest Rate (EIR). The amortisation is included in Interest and similar income 
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in the income statement. The losses arising from impairment are recognised in the income 
statement in Credit loss expense. 
 

(ix) Debt issued and other borrowed funds 
 
Financial instruments issued by the Group that are not designated at fair value through 
profit or loss, are classified as liabilities under Debt issued and other borrowed funds, 
where the substance of the contractual arrangement results in the Group having an 
obligation either to deliver cash or another financial asset to the holder, or to satisfy the 
obligation other than by the exchange of a fixed amount of cash or another financial asset 
for a fixed number of own equity shares. 
 
After initial measurement, debt issued and other borrowings are subsequently measured at 
amortised cost using the Effective Interest Rate (EIR). Amortised cost is calculated by 
taking into account any discount or premium on the issue and costs that are an integral part 
of the Effective Interest Rate (EIR). 
 

(x) Reclassification of financial assets 
 

The Group is permitted to reclassify, in certain circumstances, non–derivative financial 
assets out of the held-for-trading category and into the available-for-sale, loans and 
receivables, or held-to-maturity categories. From this date, it was also permitted to 
reclassify, in certain circumstances, financial instruments out of the available-for-sale 
category and into the loans and receivables category. 
 
Reclassifications are recorded at fair value at the date of reclassification, which becomes 
the new amortised cost. 
 

2.4.3 De-recognition of financial assets and financial liabilities  
 

(i) Financial asset 
 
A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 
 
 The rights to receive cash flows from the asset have expired 
 The Group has transferred its rights to receive cash flows from the asset or has 

assumed an obligation to pay the received cash flows in full without material delay 
to a third party under a ‘pass–through’ arrangement; and either: 

 The Group has transferred substantially all the risks and rewards of the asset. 
 The Group has neither transferred nor retained substantially all the risks and rewards 

of the asset, but has transferred control of the asset 
 
When the Group has transferred its rights to receive cash flows from an asset or has 
entered into a pass–through arrangement, and has neither transferred nor retained 
substantially all of the risks and rewards of the asset nor transferred control of the asset, 
the asset is recognised to the extent of the Group’s continuing involvement in the asset. In 
that case, the Group also recognises an associated liability. The transferred asset and the 
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associated liability are measured on a basis that reflects the rights and obligations that the 
Group has retained. 
 
Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Group could be required to repay. The difference between 
the carrying value of the original financial Asset and the consideration received is 
recognised in profit or loss. 
 

(ii) Financial liabilities 
 

A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. Where 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 a de-recognition of 
the original liability and the recognition of a new liability. The difference between the 
carrying value of the original financial liability and the consideration paid is recognised in 
profit or loss. 

 
2.4.4 Determination of fair value  
 

The fair value for financial instruments traded in active markets at the reporting date is 
based on their quoted market price or dealer price quotations (bid price for long positions 
and ask price for short positions), without any deduction for transaction costs.  
 
For all other financial instruments not traded in an active market, the fair value is 
determined by using the dividend growth model (i.e quoted equity in Royal Security 
Exchange of Bhutan).  
 
An Active Market is defined as a market in which transactions for the asset or liability take 
place with sufficient frequency and volume to provide pricing information on an ongoing 
basis 

 
2.4.5 Impairment of financial assets 

 
The Group assesses at each reporting date, whether there is any objective evidence that a 
financial asset or a group of financial assets is impaired. A financial asset or a group of 
financial assets is deemed to be impaired if, and only if, there is objective evidence of 
impairment as a result of one or more events that have occurred after the initial recognition 
of the asset (an incurred loss event) and that loss event (or events) has an impact on the 
estimated future cash flows of the financial asset or the group of financial assets that can 
be reliably estimated. 
 
Evidence of impairment may include: indications that the borrower or a group of 
borrowers is experiencing significant financial difficulty; the probability that they will 
enter bankruptcy or other financial reorganisation; default or delinquency in interest or 
principal payments; and where observable data indicates that there is a measurable 
decrease in the estimated future cash flows, such as changes in arrears or economic 
conditions that correlate with defaults. 
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(i) Financial assets carried at amortised cost 
 

For financial assets carried at amortised cost (such as amounts due from banks and loans 
and advances to customers), the Group first assesses individually whether objective 
evidence of impairment exists for financial assets that are individually significant, or 
collectively for financial assets that are not individually significant. If the Group 
determines that no objective evidence of impairment exists for an individually assessed 
financial asset, it includes the asset in a group of financial assets with similar credit risk 
characteristics and collectively assesses them for impairment. Assets that are individually 
assessed for impairment and for which an impairment loss is, or continues to be, 
recognised are not included in a collective assessment of impairment. 
 
If there is objective evidence that an impairment loss has been incurred, the amount of the 
loss is measured as the difference between the asset’s carrying amount and the present 
value of estimated future cash flows (excluding future expected credit losses that have not 
yet been incurred). The carrying amount of the asset is reduced through the use of an 
allowance account and the amount of the loss is recognised in the income statement. 
 
The interest income is recorded as part of Interest and similar income. 
 
Loans together with the associated allowance are written off when there is no realistic 
prospect of future recovery and all collateral has been realised or has been transferred to 
the Group. If, in a subsequent year, the amount of the estimated impairment loss increases 
or decreases because of an event occurring after the impairment was recognised, the 
previously recognised impairment loss is increased or reduced by adjusting the allowance 
account. If a future write–off is later recovered, the recovery is credited to the ’Credit loss 
expense’. 
 
The present value of the estimated future cash flows is discounted at the financial asset’s 
original Effective Interest Rate (EIR). If the Bank has reclassified trading assets to loans 
and advances, the discount rate for measuring any impairment loss is the new Effective 
Interest Rate (EIR) determined at the reclassification date. The calculation of the present 
value of the estimated future cash flows of a collateralised financial asset reflects the cash 
flows that may result from foreclosure less costs for obtaining and selling the collateral, 
whether or not foreclosure is probable. 
 
For the purpose of a collective evaluation of impairment, financial assets are grouped on 
the basis of the Loan types, Overdue Status, etc. 
 
Future cash flows on a group of financial assets that are collectively evaluated for 
impairment are estimated on the basis of historical loss experience for assets with credit 
risk characteristics similar to those in the group. 
 
Historical loss experience is adjusted on the basis of current observable data to reflect the 
effects of current conditions on which the historical loss experience is based and to remove 
the effects of conditions in the historical period that do not exist currently. 
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(ii) Available-for-sale financial investments 
 

For available-for-sale financial investments, the Group assesses at each reporting date 
whether there is objective evidence that an investment is impaired. 

 

In the case of equity investments classified as available-for-sale, objective evidence would 
also include a ‘significant’ or ‘prolonged’ decline in the fair value of the investment below 
its cost. Where there is evidence of impairment, the cumulative loss measured as the 
difference between the acquisition cost and the current fair value, less any impairment loss 
on that investment previously recognised in the income statement – is removed from 
equity and recognised in the income statement. Impairment losses on equity investments 
are not reversed through the income statement; increases in the fair value after impairment 
are recognised in other comprehensive income. 
 

(iii) Renegotiated loans 
 
Where possible, the Group seeks to restructure loans rather than to take possession of 
collateral. This may involve extending the payment arrangements and the agreement of 
new loan conditions. Once the terms have been renegotiated, any impairment is measured 
using the original Effective Interest Rate (EIR) as calculated before the modification of 
terms and the loan is no longer considered past due. Management continually reviews 
renegotiated loans to ensure that all criteria are met and that future payments are likely to 
occur. The loans continue to be subject to an individual or collective impairment 
assessment, calculated using the loan’s original Effective Interest Rate (EIR). 
 

(iv) Collateral valuation 
 
The Group seeks to use collateral, where possible, to mitigate its risks on financial assets. 
The fair value of collateral is generally assessed, at a minimum, at inception and as 
appropriate. 
 
To the extent possible, the Group uses active market data for valuing financial assets, held 
as collateral. Other financial assets which do not have a readily determinable market value 
are valued using models.  
 

(v) Collateral repossessed 
The Bank’s policy is to auction all repossessed collateral provided.  

 
2.4.6 Offsetting financial instruments 
 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of financial position if, and only if, there is a currently enforceable legal right to 
offset the recognised amounts and there is an intention to settle on a net basis, or to realise 
the asset and settle the liability simultaneously. This is not generally the case with master 
netting agreements, therefore, the related assets and liabilities are presented gross in the 
Statement of financial position. 
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2.4.7 Leasing 
 
The determination of whether an arrangement is a lease, or contains a lease, is based on the 
substance of the arrangement and requires an assessment of whether the fulfilment of the 
arrangement is dependent on the use of a specific asset or assets and the arrangement 
conveys a right to use the asset. 
 
Group as a lessee 
 
Leases that do not transfer to the Group substantially all the risks and benefits incidental to 
ownership of the leased items are operating leases. Operating lease payments are 
recognised as an expense in the income statement on a straight-line basis over the lease 
term. Contingent rental payable is recognised as an expense in the period in which they are 
incurred. 
 

2.4.8 Recognition of income and expenses  
 
Revenue is recognised to the extent that it is probable that the economic benefits will flow 
to the Group and the revenue can be reliably measured. The following specific recognition 
criteria must also be met before revenue is recognised. 

 
(i) Interest and similar income and expense 

 
For all financial instruments measured at amortised cost, interest bearing financial assets 
classified as available for- sale and financial instruments designated at fair value through 
profit or loss, interest income or expense is recorded using the Effective Interest Rate 
(EIR). Effective Interest Rate (EIR) is the rate that exactly discounts estimated future cash 
payments or receipts through the expected life of the financial instrument or a shorter 
period, where appropriate, to the net carrying amount of the financial asset or financial 
liability. The calculation takes into account all contractual terms of the financial 
instrument (for example, prepayment options) and includes any fees or incremental costs 
that are directly attributable to the instrument and are an integral part of the EIR, but not 
future credit losses. 

 
(ii) Fee and commission income 

 
The Group earns fee and commission income from a diverse range of services it provides 
to its customers. 
 
Fee income can be divided into the following two categories: 
 
Fee income earned from services that are provided over a certain period of time 
Fees earned for the provision of services over a period of time are accrued over that 
period. These fees include commission income and asset management, custody and other 
management and advisory fees. 
 
Fee income from providing transaction services 
Fees arising from negotiating or participating in the negotiation of a transaction for a third 
party, such as the arrangement of the acquisition of shares or other securities or the 
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purchase or sale of businesses, are recognised on completion of the underlying transaction. 
Fees or components of fees that are linked to a certain performance are recognised after 
fulfilling the corresponding criteria. 

 
(iii) Dividend income 

 
Revenue is recognised when the Group’s right to receive the payment is established, which 
is generally when the shareholders approve the dividend. 

 
(iv) Net trading income 

 
Results arising from trading activities include all gains and losses from changes in fair 
value and related interest income or expense and dividends for financial assets and 
financial liabilities held for trading. This includes any ineffectiveness recorded in hedging 
transactions. 
 
 

2.4.9 Cash and cash equivalents 
 

Cash and cash equivalents as referred to in the cash flow statement comprises cash on 
hand, non–restricted current accounts with central banks and amounts due from banks on 
demand or with an original maturity of three months or less. 
 
 

2.4.10 Property and equipment 
 
Property, plant and equipment are tangible items that are held for use in the production or 
supply of goods or services, for rental to others or for administrative purposes and are 
expected to be used during more than one period. The Group applies the requirements of 
BAS 16 (Property, Plant and Equipment) in accounting for these assets. 
 
The Group applies the revaluation model to the entire class of freehold land and buildings. 
Such properties are carried at a revalued amount, being their fair value at the date of 
revaluation less any subsequent accumulated depreciation and subsequent accumulated 
impairment losses. Freehold land and buildings of the Group are revalued on a roll over 
basis to ensure that the carrying amounts do not differ materially from the fair values at the 
reporting date. On revaluation of an asset, any increase in the carrying amount is 
recognised in ‘Other Comprehensive Income’ and accumulated in Equity, under the 
Revaluation Reserve or used to reverse a previous revaluation decrease relating to the 
same asset, which was charged to the Income Statement. 
 
In this circumstance, the increase is recognised as income to the extent of the previous 
write down. Any decrease in the carrying amount is recognised as an expense in the 
Income Statement or debited in the Other Comprehensive Income to the extent of any 
credit balance existing in the revaluation reserve in respect of that asset. The decrease 
recognised in Other Comprehensive Income reduces the amount accumulated in Equity 
under revaluation reserves. 
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Any balance remaining in the revaluation reserve in respect of an asset is transferred 
directly to Retained Earnings on retirement or disposal of the asset. 
Property and equipment (including equipment under operating leases where the Group is 
the lessor and excluding Land & Buildings) is stated at cost excluding the costs of day–to–
day servicing, less accumulated depreciation and accumulated impairment in value. 
Changes in the expected useful life are accounted for by changing the amortisation period 
or method, as appropriate, and treated as changes in accounting estimates. 
 
Depreciation is calculated using the straight–line method to write down the cost of 
property and equipment to their residual values over their estimated useful lives. Land is 
not depreciated. The estimated useful lives are as follows:  
 
Asset Type Useful Life     
Buildings  10 - 60 Years (Component Based) 
Furniture & Fitting   2 - 30 Years 
Office Equipment   2 - 10 Years 
Motor Vehicles   5 - 10 Years 
Computer Hardware   1 - 10 Years 
Security Equipment   3 - 10 Years 
Electrical Equipment   2 - 10 Years 
Computer Software   2 - 10 Years 
Carpet & Soft Furnishing   2 - 15 Years 
 

 
Property and equipment is derecognised on disposal or when no future economic benefits 
are expected from its use. Any gain or loss arising on de-recognition of the asset 
(calculated as the difference between the net disposal proceeds and the carrying amount of 
the asset) is recognised in other operating income in the income statement in the year the 
asset is derecognised. 

 

2.4.11 Intangible assets 
 

The Group’s intangible assets include the value of computer software and licences.  
 
An intangible asset is recognised only when its cost can be measured reliably and it is 
probable that the expected future economic benefits that are attributable to it will flow to 
the Group. 
 
Intangible assets acquired separately are measured on initial recognition at cost. Following 
initial recognition, intangible assets are carried at cost less any accumulated amortisation 
and any accumulated impairment losses. 
 
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible 
assets with finite lives are amortised over the useful economic life. The amortisation 
period and the amortisation method for an intangible asset with a finite useful life are 
reviewed at least at each financial year end. Changes in the expected useful life or the 
expected pattern of consumption of future economic benefits embodied in the asset are 
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accounted for by changing the amortisation period or method, as appropriate, and they are 
treated as changes in accounting estimates. The amortisation expense on intangible assets 
with finite lives is presented as a separate line item in the income statement. 
 
Amortisation is calculated using the straight–line method to write down the cost of 
intangible assets to their residual values over their estimated useful lives.  

 
 
2.4.12 Impairment of non–financial assets 

 
The Group 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 Group estimates the asset’s recoverable amount. An asset’s recoverable 
amount is the higher of an asset’s or CGU’s fair value less costs to sell and its value in use. 
Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is 
considered impaired and is written down to its recoverable amount. 
 

2.4.13 Financial guarantees 
 
In the ordinary course of business, the Group gives financial guarantees, consisting of 
letters of credit, guarantees and acceptances. Financial guarantees are initially recognised 
in the financial statements (within ‘other liabilities’) at fair value, being the premium 
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Recognition of Actuarial Gains and Losses: Actuarial gains and losses occur when the 
actual plan experience differs from the assumed. The Bank recognises the total actuarial 
gains and losses that arise in calculating the Bank’s obligation in respect of the plan in 
Other Comprehensive Income during the period in which it occurs. 

 
 

2.4.16 Dividends on ordinary shares 
 
Dividends on ordinary shares are recognised as a liability and deducted from equity when 
they are approved by the Group’s shareholders. Interim dividends are deducted from 
equity when they are declared and no longer at the discretion of the Group. 
 
Dividends for the year that are approved after the reporting date are disclosed as an event 
after the reporting date (Note 36). 

 
 
2.4.17 Equity reserves  
 

The reserves recorded in equity (Other comprehensive income) on the Group’s statement 
of financial position include: 
 
Available-for-sale reserve, which comprises changes in fair value of available-for-sale 
investments. 
 
Revaluation reserve, comprises changes in fair value of land and building. 
 

2.4.18 Standards issued but not yet effective 
 
The standards and interpretations that are issued, but not yet effective, up to the date of 
issuance of the Group’s financial statements are disclosed below. The Group intends to 
adopt these standards, if applicable, when they become effective. 

 
IFRS 9 Financial Instruments 
 
IFRS 9, as issued, reflects the first phase of the IASB’s work on the replacement of IAS 39 
and applies to classification and measurement of financial assets and financial liabilities as 
defined in IAS 39. The standard was initially effective for annual periods beginning on or 
after 1 January 2013, but Amendments to IFRS 9 Mandatory Effective Date of IFRS 9 and 
Transition Disclosures, issued in December 2011, moved the mandatory effective date to 1 
January 2018. In subsequent phases, the IASB is addressing hedge accounting and 
impairment of financial assets. The adoption of the first phase of IFRS 9 will have an 
effect on the classification and measurement of the Company’s financial assets, but will 
not have an impact on classification and measurements of the Company’s financial 
liabilities. The Company will quantify the effect in conjunction with the other phases, 
when the final standard including all phases is issued. 
 
 



59Annual Report 2015    “Your Relationship Bank”

Bhutan National Bank Limited 
NOTES TO THE FINANCIAL STATEMENTS 
 
 
 

 

IFRS 15 Revenue from Contracts with Customers 
 
IFRS 15, as issued, reflects the first phase of IASB’s initiative to replace IAS 18, the 
objective of which is to establish the principles that the company shall apply in reporting 
useful information to users of financial statements about the nature, amount, timing, and 
uncertainty of revenue and cash flows arising from a contract with a customer. Application 
of the standard is mandatory for annual reporting periods starting from 1 January 2017 
onwards. Earlier application by the company is permitted. 
Contracts with customers will be presented in the company’s statement of financial 
position as a contract liability, a contract asset, or a receivable, depending on the 
relationship between the entity’s performance and the customer’s payment.  
 

Bhutan National Bank Limited 
NOTES TO THE FINANCIAL STATEMENTS 
 
 
 

 

IFRS 15 Revenue from Contracts with Customers 
 
IFRS 15, as issued, reflects the first phase of IASB’s initiative to replace IAS 18, the 
objective of which is to establish the principles that the company shall apply in reporting 
useful information to users of financial statements about the nature, amount, timing, and 
uncertainty of revenue and cash flows arising from a contract with a customer. Application 
of the standard is mandatory for annual reporting periods starting from 1 January 2017 
onwards. Earlier application by the company is permitted. 
Contracts with customers will be presented in the company’s statement of financial 
position as a contract liability, a contract asset, or a receivable, depending on the 
relationship between the entity’s performance and the customer’s payment.  
 

Bhutan National Bank Limited 
NOTES TO THE FINANCIAL STATEMENTS 
 
 
 

 

IFRS 15 Revenue from Contracts with Customers 
 
IFRS 15, as issued, reflects the first phase of IASB’s initiative to replace IAS 18, the 
objective of which is to establish the principles that the company shall apply in reporting 
useful information to users of financial statements about the nature, amount, timing, and 
uncertainty of revenue and cash flows arising from a contract with a customer. Application 
of the standard is mandatory for annual reporting periods starting from 1 January 2017 
onwards. Earlier application by the company is permitted. 
Contracts with customers will be presented in the company’s statement of financial 
position as a contract liability, a contract asset, or a receivable, depending on the 
relationship between the entity’s performance and the customer’s payment.  
 



60 Annual Report 2015    “Your Relationship Bank”
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NOTES TO FINANCIAL STATEMENT 

For the year ended 31st December 2015 

2.5. Principal Adjustments made in reinstating the Local GAAP 

2.5.1 Notes to the Reconciliation of Equity and Total Comprehensive Income for the year 
ended 31 December 2015. 

(A)  Property, Plant and Equipment 
According to BAS 16, depreciation is the systematic allocation of the depreciable amount of an 
asset over its useful life. Currently Group uses rate established by the tax authorities to calculate 
depreciation of each assets. Therefore, the useful life of the assets is revised to match with the 
requirement of BAS 16 and recalculated the depreciation. 

BAS 16 requires significant component parts of an item of property, plant and equipment to be 
depreciated separately, the cost of major inspections/components is capitalized and depreciated 
separately over the period of the useful life. Further the group adopts revaluation model for Land 
& buildings in line with BAS 16. 

 

(B) Intangible assets 
BAS 38 recognizes assets as intangible assets if it is identifiable non-monetary asset without 
physical substance. Further depreciable amount of an intangible assets should amortize over its 
use full life time. Currently, the Group recognized intangible assets as Fixed Assets. Therefore to 
comply with BAS 38 all the assets which meets the recognition criteria in BAS 38 recognized as 
intangible assets and amortized over the use full life time. 

 
(C) Loans and receivables 
The provisions made by the group ( Specific and General) under local GAAP is different from 
the BAS 39 (In line with IFRS) requirement which requires an entity to assess at the end of each 
reporting period whether there is any objective evidence that a financial asset or group of 
financial assets is impaired. Therefore Collective impairment has been done in respect of loans 
and receivables in compliance with BAS 39. 

 
(D) Staff loan fair-valuation 
Group has provided concessionary rate loans to employees and as per BAS 39 the benefit that the 
employees are getting from the reduced interest rate has to be quantified and presented in 
financial statement. For this purpose, the staff loans have been fair valued using the market 
interest rate. 
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(E)  Available-for-sale financial assets 
Currently, the Group measured investments in unquoted and quoted equity shares at cost. Under 
BAS/BFRS, investments in quoted and unquoted shares has been designated as available-for-sale 
investments. BAS 39 requires available-for-sale investments to be measured at fair value.  Fair 
valuation of the investment in quoted shares has been done using the Level 3 technique as per 
BFRS 13 fair value measurement. 

 
(F) Defined benefit obligation 
Under Local GAAP, the Group recognised the contributions made to the fund as an expense. 
Gratuity liability has been recognised based on projected unit credit method as per BAS 19 
Employee Benefits. 

 
(G) Deferred tax 
The various transitional adjustments lead to different temporary differences. According to the 
accounting policies the Group has to account for such differences. Deferred tax adjustments are 
recognised in correlation to the underlying transaction either in retained earnings or a separate 
component of equity as per BAS 12 Income Tax. 

 
(H) Refundable deposits 
Group has provided security deposits on refundable basis and recognized at cost, on transition to 
BAS  group fair valued the refundable deposits kept/received in line with BAS 39 Financial 
Instrument Recognition & Measurement in order to adjust the time value of money. 

 
(I) Fixed Deposit EIR Adjustment 
Group allocated interest for fixed deposit on straight line basis, with the transition to BAS group 
measures interest expenses on Effective Interest Basis (EIR) on compounding basis in line with 
BAS 39 Financial Instrument Recognition & Measurement. 

 
(J) Investments in Associates 
Under Old GAAP group did not accounted for the investments in Associates, on transition to 
BAS the group measures investments in associates using equity method of accounting as per 
BAS 28 Investments in associates. 
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3 Principal adjustments made

3.1 Reconciliation of Balance Sheet as at 31st December 2015 -Bank

Note
Local GAAP 
Reclassified Re-measurement BAS/IFRS

Assets
Cash & cash Equivalents 3,218,820,420             -                                              3,218,820,420             
Cash & Balances with Central Bank 5,143,875,234             -                                              5,143,875,234             
Placement with other Banks 1,665,026,712             -                                              1,665,026,712             
Due From Banks and Financial Institution
Loans & Advances to Customers C/D 19,670,200,944           (99,332,884)                            19,570,868,060           
Investments in Subsidiaries 500,000                       -                                              500,000                       
Investments in Associates 91,463,480                  -                                              91,463,480                  
Financial Investments Available for Sale E 70,893,035                  129,428,322                           200,321,357                
Financial Investments Held to Maturity
Financial Assets - Loans & Receivables 116,952,968                -                                              116,952,968                
Defined Benefit Assets F -                                   26,704,762                             26,704,762                  
Other Financial Assets 60,694,879                  (8,819)                                     60,686,060                  
Other Assets H 279,821,023                62,631,632                             342,452,655                
Property & Equipment A 327,734,744                138,712,995                           466,447,739                
Intangible Assets B 30,695,933                  (5,362,229)                              25,333,704                  
Deferred tax assets G -                                   
Total Assets 30,676,679,373           252,773,779                           30,929,453,152           

Liabilities
Due to Banks and Financial Institution 5,308,457,911             5,308,457,911             
Due to Customers I 16,593,812,252           (29,891,879)                            16,563,920,373           
Debts Issued & Other Borrowed Funds 876,457,534                -                                              876,457,534                
Current Tax Liabilities 444,501,788                -                                              444,501,788                
Defined Benefit Liability -                                   -                                              -                                   
Deferred Tax Liability -                                   28,177,532                             28,177,532                  
Unclaimed Balances 34,546,203                  -                                              34,546,203                  
Deferred Income 33,393,367                  -                                              33,393,367                  
Provisions 15,751,021                  -                                              15,751,021                  
Other Liabilities H 269,821,817                (14,483,919)                            255,337,898                
Total Liabilities 23,576,741,894           (16,198,266)                            23,560,543,629           

Equity 
Share Capital 3,548,077,000             -                                              3,548,077,000             
Share Premium 34,022,965                  -                                              34,022,965                  
Reserves

Revenue Reserve 175,466,133                529,030,614                           704,496,747                
General Reserve 2,381,549,554             -                                              2,381,549,554             
Statutory Reserve 106,542,969                -                                              106,542,969                
Specific Reserves 354,000,000                -                                              354,000,000                
AFS Reserve -                                   90,599,826                             90,599,826                  
Revaluation Reserve -                                   149,620,462                           149,620,462                

Total equity 6,599,658,622             769,250,902                           7,368,909,524             

Total liabilities and equity 30,176,400,516           753,052,636                           30,929,453,152           

Bank ('Nu)
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Reconciliation of Balance Sheet as at 31 December 2015-Group

Note
 Local GAAP 
Reclassified Re-measurement BAS/IFRS

Assets
Cash & cash Equivalents 3,218,820,420             -                                              3,218,820,420             
Cash & Balances with Central Bank 5,143,875,234             -                                              5,143,875,234             
Placement with other Banks 1,665,026,712             -                                              1,665,026,712             
Due From Banks and Financial Institution -                                   -                                              
Loans & Advances to Customers C/D 19,670,200,944           (99,332,884)                            19,570,868,060           
Investments in Subsidiaries -                                   -                                              -                                   
Investments in Associates 91,463,480                  17,292,897                             108,756,377                
Financial Investments Available for Sale E 70,893,035                  129,428,322                           200,321,357                
Financial Investments Held to Maturity -                                   -                                              
Financial Assets - Loans & Receivables 116,952,968                -                                              116,952,968                
Defined Benefit Assets F -                                   26,704,762                             26,704,762                  
Other Financial Assets 60,694,879                  (8,819)                                     60,686,060                  
Other Assets H 280,455,560                62,631,632                             343,087,192                
Property & Equipment A 327,734,744                138,712,995                           466,447,739                
Intangible Assets B 30,695,933                  (5,362,229)                              25,333,704                  
Deferred tax assets G -                                   -                                              -                                   
Total Assets 30,676,813,910           270,066,676                           30,946,880,586           

Liabilities
Due to Banks and Financial Institution 5,298,924,579             -                                              5,298,924,579             
Due to Customers I 16,593,812,252           (29,891,879)                            16,563,920,373           
Debts Issued & Other Borrowed Funds 876,457,534                -                                              876,457,534                
Current Tax Liabilities 444,902,615                -                                              444,902,615                
Defined Benefit Liability -                                   -                                              -                                   
Deferred Tax Liability -                                   28,177,532                             28,177,532                  
Unclaimed Balances 34,546,203                  -                                              34,546,203                  
Deferred Income 33,393,367                  -                                              33,393,367                  
Provisions 15,795,769                  -                                              15,795,769                  
Other Liabilities H 270,396,942                (14,483,919)                            255,913,023                
Total Liabilities 23,568,229,261           (16,198,266)                            23,552,030,995           

Equity 
Share Capital 3,548,077,000             -                                              3,548,077,000             
Share Premium 34,022,965                  -                                              34,022,965                  
Reserves -                                              

Revenue Reserve 184,113,303                546,323,511                           730,436,814                
General Reserve 2,381,549,554             -                                              2,381,549,554             
Statutory Reserve 106,542,969                -                                              106,542,969                
Specific Reserves 354,000,000                -                                              354,000,000                
AFS Reserve -                                   90,599,826                             90,599,826                  
Revaluation Reserve -                                   149,620,462                           149,620,462                

Total equity 6,608,305,793             809,725,913                           7,394,849,591             

Total liabilities and equity 30,176,535,053           793,527,647                           30,946,880,586           

Group ('Nu)
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3 Principal adjustments made

3.2 Reconciliation of Income Statement for the year ended 31st December 2015-Bank

Note
Local GAAP 
Reclassified Re-measurement BAS/IFRS

Interest & Similar Income D 2,339,315,664         65,422,191                    2,404,737,855      
Interest & Similar Expense I (847,561,023)           (1,296,162)                     (848,857,185)        
Net interest income 1,491,754,641         64,126,029                    1,555,880,670      
Fee and commission income 92,758,596              -                                 92,758,596           
Fee and commission expenses (5,399,600)               -                                 (5,399,600)            
Net fee and commission income 87,358,996              -                                     87,358,996           
Other Operating Income 151,121,012            -                                     151,121,012         
Share of Profit/(Loss) from Associates J
Total operating income 1,730,234,648         64,126,029                    1,794,360,677      

Personnel Expenses D 287,355,360            43,747,003                    331,102,364         
Depreciation on Property Plant & Equipment A 23,456,661              26,004,369                    49,461,031           
Amortization of Intangible Assets B 7,361,004                17,027,584                    24,388,588           
Other Operating Expenses 119,245,035            4,025                             119,249,060         
Impairment charges/(reversal) for loans and other losses C (153,593,756)           137,134,234                  (16,459,522)          
Total Operating Expenses 283,824,305            223,917,216                  507,741,521         
Profit Before Tax from Continuing Operations 1,446,410,343         (159,791,187)                 1,286,619,157      

Income Tax Expense G 444,501,788            56,237,334                    500,739,122         
Profit For the Year 1,001,908,555         (216,028,521)                 785,880,035         

Other Comprehensive Income
Profit For the Year 1,001,908,555         (216,028,521)                 785,880,035         

Gains /(losses) on re-measuring available for sale financial 
assets E -                               60,907,056                    60,907,056           
Remeasurment Gain/(Loss) on Defined Benefit Plan F -                               (6,478,747)                     (6,478,747)            
Net loss on available for sale financial assets -                               -                                     -                            
Total other comprehensive income before tax -                               54,428,309                    54,428,309           

Income tax income /(expense) relating to components of other comprehensive income -                               16,651,885                    16,651,885           

Other comprehensive income for the year, net of tax -                               37,776,423                    37,776,423           

Total comprehensive income for the year, net of tax 1,001,908,555         (178,252,097)                 823,656,458         

Bank (Nu)
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Reconciliation of Income Statement for the year ended 31st December 2015-Group

Note
Local GAAP 
Reclassified Re-measurement BAS/IFRS

Interest & Similar Income D 2,339,315,664         65,422,191                    2,404,737,855      
Interest & Similar Expense I (846,950,898)           (1,296,162)                     (848,247,060)        
Net interest income 1,492,364,766         64,126,029                    1,556,490,795      
Fee and commission income 94,463,951              -                                 94,463,951           
Fee and commission expenses (5,650,830)               -                                 (5,650,830)            
Net fee and commission income 88,813,121              -                                     88,813,121           
Other Operating Income 151,163,865            -                                     151,163,865         
Share of Profit/(Loss) from Associates J 3,109,276                -                                     3,109,276             
Total operating income 1,735,451,028         64,126,029                    1,799,577,057      

Personnel Expenses D 288,337,604            43,747,003                    332,084,607         
Depreciation on Property Plant & Equipment A 23,456,661              26,004,369                    49,461,031           
Amortization of Intangible Assets B 7,361,004                17,027,584                    24,388,588           
Other Operating Expenses 119,310,335            4,025                             119,314,360         
Impairment charges/(reversal) for loans and other losses C (153,593,756)           137,134,234                  (16,459,522)          
Total Operating Expenses 284,871,848            223,917,216                  508,789,064         
Profit Before Tax from Continuing Operations 1,450,579,179         (159,791,187)                 1,290,787,993      

Income Tax Expense G 444,902,615            56,237,334                    501,139,948         
Profit For the Year 1,005,676,565         (216,028,521)                 789,648,044         

Other Comprehensive Income
Profit For the Year 789,648,044         

Gains /(losses) on re-measuring available for sale financial 
assets E -                               60,907,056                    60,907,056           
Remeasurment Gain/(Loss) on Defined Benefit Plan F -                               (6,478,747)                     (6,478,747)            
Net loss on available for sale financial assets -                               -                                     -                            
Total other comprehensive income before tax -                               54,428,309                    54,428,309           

Income tax income /(expense) relating to components of other comprehensive income -                               16,651,885                    16,651,885           

Other comprehensive income for the year, net of tax -                               37,776,423                    37,776,423           

Total comprehensive income for the year, net of tax -                               37,776,423                    827,424,467         

Group (Nu)
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4. Interest & Similar Income 

2015 2014 2015 2014
Loans & Advances to customers 2,317,224,092     2,074,642,549     2,317,224,092     2,074,642,549     
Cash & Short term funds 3,349,490           4,382,006           3,349,490           4,382,006           

-snaoL deriapmI no deurccA tseretnI                        -                       -                       
Placements with other banks 73,364,219         80,638,727         73,364,219         80,638,727         
Income From RGOB Bonds 10,800,053         8,822,033           10,800,053         8,822,033           

2,404,737,855 2,168,485,316 2,404,737,855 2,168,485,316 

)uN( puorG)uN( knaB

5. Interest & Similar Expenses  

2015 2014 2015 2014
834,040,797sremotsuc ot euD   768,873,369  796,430,313  768,319,844  

Debt issued and other borrowed funds 51,082,192    43,002,740    51,082,192    43,002,740    
555,437rehtO          228,022         734,555         228,022         

848,857,185  812,104,131  848,247,060  811,550,606  

Bank (Nu) Group (Nu)

  

 

 
6. Net Fees & Commission Income 

Fees & Commission Income 2015 2014 2015 2014
428,178,86secivres gniknaB     64,340,625    68,871,824    64,340,625    

Foreign remittance related services 23,886,772    23,837,869    23,886,772    23,837,869    
-noissimmoC gnirekorB                   -                  1,705,356     2,191,877      

Total fees and commission income 92,758,596 88,178,494 94,463,951 90,370,371 

Fees & Commission Expense
-seeF egarekorB                   -                  -                  -                  
-seeF gnidarT                   -                  251,230        326,845        

Other Bank charges & fees 5,399,600     5,930,642     5,399,600     5,930,642      
5,399,600   5,930,642   5,650,830   6,257,487   

Net Fees & Commission Income 87,358,996 82,247,852 88,813,121 84,112,884 

Bank (Nu) Group (Nu)
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7. Other Operating Income 

2015 2014 2015 2014
Income From AFS Financial Investments 5,505,700     5,749,912   5,505,700     5,749,912   
Income From Investments in Associates 17,386,590   11,591,060 17,386,590   11,591,060 

806,530,511niaG egnahcxE  61,903,757 115,035,608 61,903,757 
Pro�t on Disposal Of Fixed Assets 766,027        181,841-      766,027        181,841-      

688,384,3derevoceR segrahC      2,334,023   3,483,886     2,334,023   
102,349,8srehtO      3,987,065   8,986,054     3,987,065   

151,121,012  85,383,976  151,163,865  85,383,976  

Bank (Nu) Group (Nu)

 

8. Personnel Expenses 

2015 2014 2015 2014
787,448,732seiralaS & segaW       184,083,635      238,526,919      184,596,388      

Amortization of Pre-paid employment 
875,134,14stifeneb         9,982,770         41,431,578        9,982,770         
443,997,61nalp tifeneB denifeD         14,006,686        16,799,344        14,006,686        
183,491,32tsoC DRH         23,800,402        23,494,493        24,349,218        
372,238,11stifeneB rehtO         11,190,651        11,832,273        11,190,651        

331,102,364   243,064,144   332,084,607   244,125,713   

Bank (Nu) Group (Nu)

 

9. Other Operating Expenses

2015 2014 2015 2014
Advertising & Marketing 5,519,585         4,390,257         5,519,585         4,390,257         

149,258,68evitartsinimdA         59,451,251        86,902,941        59,701,251        
Professional Fees 5,488,508         4,511,022         5,498,808         4,521,322         
Rent Paid under operating leases 13,687,539        10,204,843        13,687,539        10,204,843        

784,007,7rehtO          6,578,234         7,705,487         6,585,434         
119,249,060   85,135,607     119,314,360   85,403,107     

Bank (Nu) Group (Nu)
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    859,462,671

    4,387,186,826    4,387,186,826

 

BNBL – Annual Report 2015 
 

Bhutan National Bank  

Notes to the Consolidated Financial Statements 

 
12. Cash and Cash Equivalents 

2015 2014 2015 2014
Local Currency In Hand 1,039,868,271     1,617,029,198     1,039,868,271     1,617,029,198     
Foreign Curency In hand 93,932,461          135,284,618        93,932,461          135,284,618        
Balances with Local Banks 908,763,321        2,172,645,669     908,763,321        2,172,645,669     
Balances with Foreign Banks 1,176,256,366     685,662,213        1,176,256,366     685,662,213        
Money at Call and Short Notice -                           999,579,827 -                                   999,579,827        

3,218,820,420     5,610,201,525     3,218,820,420     5,610,201,525     

Bank (Nu) Group (Nu)

 

13. Balances with Central Bank of Bhutan (RMA) 
 

2015 2014 2015 2014
RMA Current Account 3,546,779,877    4,665,207,213    3,546,779,877    4,665,207,213    
CRR With RMA Account 2,094,773,000    941,321,000       2,094,773,000    941,321,000       
RMA Penalty Account 77,278                77,278                77,278                77,278                
RMA - BFS Settlement Account (901,587,129)     (1,530,497,079)  (901,587,129)     (1,530,497,079)  
RMA - BFS Settlement Account - POS (1,262,671)         (649,579)            (1,262,671)         (649,579)            
RMA Currency Chest 405,094,880       311,727,993       405,094,880       311,727,993       

5,143,875,234     5,143,875,234     

)uN( puorG)uN( knaB

  

The negative balance in RMA – BFS Settlement Account with RMA is pending reconciliation which has 
been pointed out under Emphasis of matter by the statutory auditors. 
 
14. Placements with other banks 
 

2015 2014 2015 2014
Placement within Bhutan 1,665,026,712    859,462,671       1,665,026,712    859,462,671       

-natuhB edistuo tnemecalP                          -                         -                         -                         
1,665,026,712        1,665,026,712    859,462,671       

)uN( puorG)uN( knaB

 

The bank has short term placements outside Bhutan, which are added under Note 12: Cash & Cash 
Equivalent. 
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   18,768,592,192

  18,768,592,192  21,077,072,707  18,768,592,192
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15. Gross loans & receivables 

2015 2014 2015 2014
Gross loans & receivables 21,077,072,707      18,768,592,192      21,077,072,707   18,768,592,192   
Less: Sta� loan bene�ts (62,623,319)           (73,354,302)           (62,623,319)         (73,354,302)         

21,014,449,388      18,695,237,890      21,014,449,388      18,695,237,890      
Less: Impairment

Individual impairment (26,398,405) -                                        (26,398,405)         -                           
Collective impairment (1,417,182,923)      (1,470,982,309)      (1,417,182,923)    (1,470,982,309)    

Total Impairment (1,443,581,328)      (1,470,982,309)      (1,443,581,328)      (1,470,982,309)      

Net Loans and Receivables 19,570,868,060      17,224,255,581      19,570,868,060      17,224,255,581      

Bank (Nu) Group (Nu)

 

15.1.1. Analysis by Product 

Loans & Advances to Customers
2015 2014 2015 2014

287,144,707,51naoL mreT      14,070,546,707     15,707,441,782     14,070,546,707     
Overdrafts and Working Capital 5,049,439,822       4,330,319,937       5,049,439,822       4,330,319,937       

425,821,02detnuocsid slliB            13,916,568           20,128,524           13,916,568           
)477,1(desahcrup seuqehC                   -                         (1,774)                  -                         

Credit cards' outstandings 7,066,394             4,938,381             7,066,394             4,938,381             
859,799,292snaol dednepsuS          348,870,599         292,997,958         348,870,599         

21,077,072,707  
Less:Sta� Loans  Unamortised Day One Di�ernce(62,623,319)          (73,354,302)          (62,623,319)          (73,354,302)          
Less: Allowance for Impairment (1,443,581,328)      (1,470,982,309)      (1,443,581,328)      (1,470,982,309)     

19,570,868,060  17,224,255,581  19,570,868,060  17,224,255,581 

)uN( puorG)uN( knaB

 

15.1.2 Analysis by Sector (Gross) 

2015 2014 2015 2014
Agriculture 713,916               705,177               713,916               705,177               
Trade & Commerce 5,376,308,337     3,857,378,994     5,376,308,337     3,857,378,994     
Manufacturing/Industry 3,497,490,117     4,094,738,956     3,497,490,117     4,094,738,956     
Service & Tourism 3,490,141,913     2,992,777,948     3,490,141,913     2,992,777,948     
Housing 6,473,261,399     5,774,983,387     6,473,261,399     5,774,983,387     
Transport 789,899,021        680,899,821        789,899,021        680,899,821        
LLAS 83,434,283          110,487,865        83,434,283          110,487,865        
Personal 1,104,911,562     1,044,727,395     1,104,911,562     1,044,727,395     
Credit Card 7,066,394            4,938,381            7,066,394            4,938,381            
Others  253,845,765        206,954,268        253,845,765        206,954,268        

21,077,072,707    21,077,072,707   18,768,592,192   

)uN( puorG)uN( knaB

 

Note: Sector classi�cation are as per RMA 
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Sectoral Classification of Loans & Advances (Bank) 

 
15.2: Movement in Impairment 

2015 2014 Movement
Individually Significant Loan 26.40                   -                       26.40         
Collective 1,417.18              1,470.98              53.80-         

1,443.58              1,471                   

Bank (Nu)

 
16. Investments in Subsidiaries 
 

2015 2014 2015 2014
BNB Securities Limited 500,000  500,000  

500,000  500,000  -            -            

Bank (Nu) Group (Nu)

 

16.1. Summarized Financial Information of Subsidiary 

2015 2014
Net Operating Income 2,358,334           2,745,402          
Less: Operating expenses 1,298,774           1,655,915          
Profit before Tax 1,059,560           1,089,487          
Less: Taxes 400,827              384,176             
Profit after Tax 658,734              705,311             

Share Capital 500,000              500,000             
Reserves & Surplus 8,647,171           8,099,258          
Asset size 10,167,869         9,334,454           
 
 
 
 

Agriculture
0.00%

Trade & 
Commerce

20.55%

Manufactur
ing/Industr

y
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  105,478,302  104,978,302
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17. Investments in Associates 
 

2015 2014 2015 2014
Druk Ferro Alloy Limited 91,463,480    91,463,480          108,756,377     105,647,101     

91,463,480    91,463,480          108,756,377     105,647,101     

Holdings Cost Market Value Cost Market Value

Equity Investment in DFAL 20% 91,463,480  13,909,272        91,463,480    16,227,484    

)uN( puorG)uN( knaB

41025102

 

18. Financial Investments Available for Sale 
 

2015 2014 2015 2014
Quoted Investment (Note 18.1) 158,260,357  83,103,302    158,260,357  83,103,302    
unquoted Investment (Note 18.2) 2,500,000      2,500,000      2,500,000      2,500,000      
Statutory Investment (Note 18.3) 39,561,000    19,375,000    39,561,000    19,875,000    

200,321,357   200,321,357   

B
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18.3. Statutory Investment 
 

No of 
Shares Cost 

No of 
Shares Cost 

Financial Institution Training Institute 1,800,000 18,000,000  1,800,000 18,000,000  
Credit Information Bureau 175,000    1,750,000    137,500    1,375,000    
Royal Securities Exchange of Bhutan Ltd 162,000    19,811,000  -                -                   

39,561,000  19,375,000  

2015 2014

 
19. Financial Assets - Loans & Receivables 
 

2015 2014 2015 2014
Investment in Bonds 116,952,968  116,952,968  116,952,968  116,952,968  

116,952,968  116,952,968  116,952,968  116,952,968  

Bank (Nu) Group (Nu)

 

19.1. Investment in DCCL Bond 

Unit Face Value Amount Coupon Rate Purchase Maturity
Bond Series I (G014) 115,332 1,000        115,332,000  9% 5-Nov-14 4-Nov-24

Date

 
  

20. Retirement benefit plans 
 
A defined benefit plan/(gratuity) defines, an amount of benefit that an employee is entitled to 
receive on (a)retirement/resignation or (b)on superannuation or (c) on death or disablement due 
to accident or disease as per the terms and conditions specified in the service rule of the bank. 
The benefit is dependent on factors such as age, number of years served and last drawn basic 
pay. The maximum amount an employee is entitled to receive has been increased from Nu. 0.9 
million to Nu. 2 million in 2014 reporting period. A full actuarial valuation by a qualified 
independent actuary is carried out every year. 

As required under BAS 19, valuation of scheme benefits is done using projected Unit Credit 
Method. Under this method, only benefits accrued till the date of valuation (i.e. based on service 
till date of valuation) is to be considered for valuation. Present value of Defined Benefit 
Obligation is calculated by projecting future salaries, exits due to death, resignation and other 
decrements (if any) and benefit payments made during each year till the time of retirement of 
each active member, using assumed rates of salary escalation, mortality and employee turnover 
rates. The expected benefit payments are then discounted back from the expected future date of 
payment to the date of valuation using the assumed discount rate. 
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   67,659,740
Actuarial (gain)/loss due to chanhe in demographic assumptions (14,227,790)

        103,158,674

        14,006,686Net cost for the year recognized in pro�t or loss 16,799,344

 

BNBL – Annual Report 2015 
 

BAS 19 also requires that “Service Cost” be calculated separately in respect of the bene�t 
accrued during the current period. Service Cost is calculated using the same method as described 
above. 

Net cost for the year recognized in pro�t or loss (recognised under personnel expense)
2015 2014

973,110,7tsoC ecivreS tnerruC           6B the c
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The major categories of plan assets as a percentage of the fair value of total plan assets for 2015 and 
2014 are as follows: 
 

2015/2014
Term Deposits with Banks 35%
Current Account 65%
Closing fair value of plan asset 100.00%

 
The principal assumptions used in determining Defined Benefit Obligations for the bank's plan for 
2015 and 2014 are shown below: 
 

2015/2014
Discount Rates 7.50%
Salary Escalation Rates 15.00%
Employee Turnover Rates 5.61%
Mortality Rates 100% of IALM (2006-08)

 
Sensitivity of assumptions employed in actuarial valuation 
The following table demonstrates the sensitivity to a reasonably possible change in the key 
assumptions employed with all other variables held constant in the employment defined benefit 
assets measurement for 2015 reporting period. 

Defined Benefit 
Obligation

Net Effect on Defined 
Benefit Obligation

1. Discount Rate
Base Discount Rate of 7.5% 77,583,746           
Discount rate of 8% (+0.5%) 74,214,765           (3,368,981)                    
Discount rate of 7% (-0.5%) 81,201,087           3,617,341                      

2. Salary Escalation Rate
Base Salary Escalation Rate of 15% 77,583,746         
Salary Escalation Rate of 16% (+1%) 78,836,223         1,252,477                   
Salary Escalation Rate of 14% (-1%) 76,233,989         (1,349,758)                  

3. Attrition Rate
Base Attrition Rate of 5.61% 77,583,746         
Attrition Rate of 6.61% (+1%) 78,730,040         1,146,294                   
Attrition Rate of 4.61% (-1%) 76,027,022         (1,556,724)                  

In Nu.
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    60,686,060  71,520,790
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21. Other Financial Assets 

As at 31st December 2015 2014 2015 2014
Sundry Receivables 24,041,906  4,418,661      24,041,906  4,418,661      
Security Deposits 397,271       393,847         397,271       393,847         

388,642,63srehtO   66,708,281    36,246,883  66,708,281    
60,686,060   71,520,790    

Bank (Nu) Group (Nu)

 

22. Other Assets 

As at 31st December 2015 2014 2015 2014
Assets acquired in satisfaction of debts 178,198,777  115,361,700   178,198,777   115,361,700  

333,349srehtO          2,866,314       1,443,333       3,066,314      
Prepaid Sta� Cost 62,623,319    73,354,302     62,623,319     73,354,302    
Prepaid Cost on Refundable Deposits 8,312             12,338            8,312              12,338           
Advance Tax Paid and Tax Deducted at 
Source

100,678,914  5,555,173       100,813,451   5,555,173      

342,452,655  197,149,827   343,087,192   197,349,827  

Bank (Nu) Group (Nu)

The Movement in Pre-Paid Sta� cost / Unamortized Day One Di�erence (Bank & Group) 

2015 2014
Bank / Group

203,453,37 yraunaJ ts1 ta sA         83,880,596      
Add / (Less): Adjustment for new grants & settlements 30,700,596        (543,525)         

)875,134,14(tsoc lennosreP ot egrahc :sseL       (9,982,770)      
913,326,26rebmeceD ts13 ta sA         73,354,302      

 

The Movement in Advance rentals on Refundable Deposits (Bank & Group) 

2015 2014
Bank / Group
As at 1st January 12,338           17,796           
Add / (Less): Adjustment for new Deposits & settlements -                   348                
Less: Charge to Operating Expenses 4,025            5,806             

213,8rebmeceD ts13 ta sA            12,338           
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23.1. Fully depreciated property, plant and equipment – Bank 
The cost of fully depreciated Property, Plant & Equipment of the bank which are still in use 
 
As at 31st December 2015 2014
Electric Appliances & Machineries 3,161,844    2,428,587    
Furniture, �xtures, & �ttings 17,293,548  13,780,429  
O�ce equipments 8,810,730    7,041,468    
Computer hardwares 56,970,409  46,927,752  

795,581,2sloot ytiruceS     2,114,027    
Carpets & soft furnishings 783,319       643,209       

891,568,1selciheV     3,080,497    
91,070,644 76,015,968  

23.2. Temporarily idle property, plant and equipment- Bank 
Following Property, Plant & Equipment of the bank were idle (until the assets issued to business units).  
 
As at 31st December 2015 2014

000,231,5retupmoC     853,990       
-ecnailppa lacirtcelE                  1,109,125    
000,302slooT ytiruceS        -                 

5,132,000  1,963,115   

24. Intangible Assets (Bank & Group) 
 
Cost: Softwares

873,379,444102 yraunaJ 1 tA          
037,531,33snoitiddA          
644,463,3PIW morf noitacifissalceR            
-slasopsiD                          

At 31 December 2014 81,473,554         

Amortisation and impairment:
518,957,724102 yraunaJ 1 tA          
361,742,4noitasitromA            
-slasopsiD                          

At 31 December 2014 32,006,978          



80 Annual Report 2015    “Your Relationship Bank”

   15,075,874,139

 

BNBL – Annual Report 2015 
 

Cost: Softwares
455,374,185102 yraunaJ 1 tA          
361,026,3snoitiddA            

)644,463,3(PIW YP fo noitazilatipaC          
-slasopsiD                      

At 31 December 2015 81,729,271         

Amortisation and impairment:
879,600,235102 yraunaJ 1 tA          
885,883,42noitasitromA          

-slasopsiD                      
At 31 December 2015 56,395,566         

Net book value:
675,664,944102 rebmeceD 13 tA          
407,333,525102 rebmeceD 13 tA          

 

25. Due to Banks and Financial Institution 

2015 2014 2015 2014

 416,743,706,1      698,840,221,2      416,743,706,1      698,840,221,2     sknaB
Non Bank Financial Institutions      3,186,409,015      4,191,372,282      3,176,875,682      4,182,737,828 

5,308,457,911 5,798,719,895 5,298,924,579 5,790,085,442 

)uN( puorG)uN( knaB

 

26. Due to Customers 

2015 2014 2015 2014

Fixed Deposit      8,102,078,259      6,823,164,506      8,102,078,259      6,823,164,506 
Recurring Deposit         154,203,999         128,186,287         154,203,999         128,186,287 
Savings Deposits      4,733,649,216      4,572,028,126      4,733,649,216      4,572,028,126 
Current Accounts      3,573,988,899      3,552,495,220      3,573,988,899      3,552,495,220 

16,563,920,373    16,563,920,373   15,075,874,139   

)uN( puorG)uN( knaB
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   21,459,890,709
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26.1. Due to Customers (Currency) 

Local Currency Deposits 2015 2014 2015 2014
Fixed Deposit    12,862,349,407    12,116,496,182    12,854,111,953    12,108,668,423 
Recurring Deposit         154,203,999         128,186,287         154,203,999         128,186,287 
Savings Deposits      4,733,649,216      4,572,028,126      4,733,649,216      4,572,028,126 
Current Accounts      3,719,221,420      3,715,022,637      3,717,925,541      3,714,215,942 

21,469,424,041   20,531,733,232    20,523,098,778  

Foreign Currency Deposits
Fixed Deposit -                          -                          -                          -                          
Recurring Deposit -                          -                          -                          -                          
Savings Deposits -                          -                          -                          -                          
Current Accounts 402,954,243        342,860,803        402,954,243        342,860,803       

402,954,243        342,860,803        402,954,243        342,860,803       

)uN( puorG)uN( knaB

 

 

27. Debts issued & borrowed funds 
 

2015 2014 2015 2014

Subordinated Bonds      876,457,534      876,375,342      876,457,534      876,375,342 
876,457,534    876,375,342    876,457,534    876,375,342    

)uN( puorG)uN( knaB
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27.1. Bond Details 

Unit  Face Value 2015 2014  Allotment Date Maturity Date 
DGPC 350,000      1,000          354,430,137  354,430,137  17-Oct-11 16-Oct-18
RGoB 500,000      1,000          522,027,397  521,945,205  9-Apr-14 8-Apr-24

876,457,534  876,375,342  

Amortised Cost

 

28. Current tax liabilities 

2015 2014 2015 2014

Balance as at 1st January      313,038,801      222,000,831      313,422,977      222,261,907 
Current year provision      444,501,788      313,038,801      444,902,615      313,422,977 
Less: Payment of tax      313,038,801      222,000,831      313,422,977      222,261,907 
Balance as at 31st December 444,501,788    313,038,801    444,902,615    313,422,977    

)uN( puorG)uN( knaB
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BNBL – Annual Report 2015 
 

30. Deferred Taxation (Bank and the Group) 

30.1. Reflected in Statement of Financial Position 

2015 2014

Property Plant and Equipment & Intangibles      (38,689,774)        49,246,841 
Fair value change of Available for Financial Assets - Equity Securities      (38,828,497)      (20,556,380)
Revaluation        (1,315,456)        (1,315,456)
Defined Benefit Assets        (8,726,209)             714,780 
Defined Benefit Liabilities                        -                        - 
Defined Benefit Assets (OCI)           (161,696)        (1,781,928)
Impariment Charges        59,544,099        18,403,829 
Deferred Tax Assets/(Liabilities) (28,177,532)     44,711,687      

Deferred Tax has been determined based on the enacted tax rate of 30%. 

 

30.2. Reflected in Statement of Comprehensive Income 

2015 2014

Property Plant and Equipment & Intangibles      (87,936,615)        (1,857,146)
Defined Benefit Assets        (9,440,989)          5,729,228 
Impariment Charges        41,140,270          1,610,711 
Deferred Tax Assets/(Liabilities) (56,237,334)     5,482,793        

Deferred Income Tax Charge/(Reversal) (56,237,334)     5,482,793         
30.3. Reflected in Statement of Other Comprehensive Income 

2015 2014

Fair value change of Available for Financial Assets - Equity Securities      (18,272,117)                        - 
Defined Benefit Assets (OCI)          1,620,231             702,213 
Deferred Tax Assets/(Liabilities) (16,651,885)     702,213           

Deferred Income Tax Charge/(Reversal) (16,651,885)     702,213            
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BNBL – Annual Report 2015 
 

31. Provisions 

2015 2014 2015 2014

Provisions for Leave Encashment   13,918,233.65   12,496,340.31   13,959,747.12   12,709,253.38 
Provisions for Off Balance sheet items     1,832,787.84                      -       1,832,787.84                      -   
Payable to Gratuity Fund (Provision)                      -     16,401,507.62            3,234.00   16,401,507.62 

15,751,021.49 28,897,847.93 15,795,768.96 29,110,761.00 

Movements
Provisions for Leave Encashment 1,421,893.34   1,604,536.23   
Provisions for Off Balance sheet items 1,832,787.84   (7,941,935.46)  
PL Impact (3,254,681.18)  6,337,399.23   

Bank (Nu) Group (Nu)

 
 
32. Other Liabilities 
 

2015 2014 2015 2014

Financial
Accounts payable & Sundry creditors        20,493,001        12,310,161        21,057,826        12,437,668 
Non Financial
Margin Money 177,978,826    21,026,341      177,978,826    21,026,341      
Other 56,866,070      53,423,781      56,876,370      53,434,381      

255,337,898    86,760,283      255,913,023    86,898,390      

 
33. Share Capital and Share Premium 
 

2015 2014 2015 2014

Share Capital    3,548,077,000    3,548,077,000    3,548,077,000    3,548,077,000 
Share Premium         34,022,965         34,022,965         34,022,965         34,022,965 

3,582,099,965   3,582,099,965   3,582,099,965   3,582,099,965   

Bank (Nu) Group (Nu)

 
 

33.1. Share Capital 

2015 2014
Opening balance (January 01, 2015) 3,548,077,000   2,534,377,900   
Issue of Bonus shares during the year -                        1,013,699,100   
Closing Balance (December 31, 2015) 3,548,077,000   3,548,077,000   
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Bhutan National Bank 
Notes to the Consolidated Financial Statements 
 

34. Commitment and Contingencies 
To meet the �nancial needs of customers in the ordinary course of business, the Bank enters into 
various irrevocable commitments and incurs certain contingent liabilities. These consist of 
�nancial guarantees, letters of credit and other undrawn commitments to lend. Even though these 
obligations may not be recognised on the Statement of Financial Position, they do contain credit 
risk and are therefore part of the overall risk of the Bank. Letters of credit & guarantees 
(including standby letters of credit) commit the Bank to make payments on behalf of customers 
in the event of a speci�c act, generally related to the import or export of goods. Guarantees and 
standby letters of credit carry a similar credit risk to loans. No material losses are anticipated as a 
result of these commitments and contingencies. 

34.1. Commitment and Contingencies 

As at 31st December 2015 2014 2015 2014
Commitments
Commitment for unutilised 
facilities (direct advances)

3,631,494,082     2,409,394,575     3,631,494,082     2,409,394,575     

3,631,494,082 2,409,394,575 3,631,494,082 2,409,394,575 
Contingent Liabilities

670,844,460,3ssetnaruG      2,288,328,992     3,064,448,076     2,288,328,992     
Letter of Credits 663,822,980       399,381,207       663,822,980       399,381,207       

3,728,271,056 2,687,710,199 3,728,271,056 2,687,710,199 

Commitment & contingencies 7,359,765,138 5,097,104,774 7,359,765,138 5,097,104,774 

)uN( puorG)uN( knaB

34.2. Other Contingent Liabilities 

 
Litigation against the Bank 
Litigation is a common occurrence in the banking industry due to the nature of the business 
undertaken. The Bank has formal controls and policies for managing legal claims. Once 
professional advice has been obtained and the amount of loss reasonably estimated, the Bank 
makes adjustments to account for any adverse e�ects which the claims may have on its �nancial 
standing. During the year there were no instance of litigation against the bank. 
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34.3. Capital Expenditure approved by the Board of Directors, for which provisions have not been 
made in these accounts, amounted to approximately; 
 

As at 31st December 2015 2014 2015 2014
Approved & contracted for 203,517,360    266,529,787    203,517,360    266,529,787    

203,517,360    266,529,787    203,517,360    266,529,787    

)uN( puorG)uN( knaB

 

35. Related Party Disclosures 
The Bank carries out transactions in the ordinary course of business with the parties who are 
de�ned as related parties in the Bhutanese Accounting Standard - BAS 24 (Related Party 
Disclosures), the details of which are reported below. The pricing applicable to such transactions 
is based on the assessment of risk and pricing model of the Bank and is comparable with what is 
applied to transactions between the Bank and its unrelated customers. 

 

35.1. Parent and Ultimate Controlling Party 
The Bank does not have an identi�able parent of its own. 
 

35.2. Transactions with Key Managerial Personnel (KMPs) 
According to Bhutanese Accounting Standard - BAS 24 (Related Party Disclosures) Key 
Managerial Personnel (KMP) are those having authority and responsibility for planning, 
directing and controlling the activities of the entity. Such KMPs include the Board of Directors 
of the Bank (including both Executive and Non-Executive Directors), key employees who are 
holding directorship in Subsidiary companies of the Bank. 

Close Family Members (CFM) of the KMPs are those family members who may be expected to 
in�uence or be in�uenced by that KMPs in their dealing with the entity. They may include 
KMPs domestic partner and children of the KMPs domestic partner and dependents of the KMPs 
and the KMPs domestic partner. 

 
35.3. Related Party Disclosures Contd. 
35.3.1. Transactions with Key Managerial Personnel (KMPs) 
 

For the Year Ended 31st December 2015 2014 2015 2014
Short term employee bene�ts 5,774,618        4,001,982      5,774,618 4,001,982 
Directors’ fees & expenses 3,548,235        2,609,526      3,598,235 2,709,526 

358,223,9latoT         6,611,508      9,372,853  6,711,508  

puorGknaB
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35.3.2. Remuneration and expenditure paid, reimbursed or accrued to the Chief Executive O�cer 
 

Particulars 2015 2014 2015 2014
Salary & Other Bene�ts 3,968,964        2,973,747      3,968,964 2,973,747 
Vehicle Expenses 355,000           423,482         355,000    423,482    
Trave - Local/Foreign 1,450,655        604,753         1,450,655 604,753    

816,477,5latoT         4,001,982      5,774,618  4,001,982  

puorGknaB

 

 
35.4. Transactions, Arrangements and Agreements Involving KMPs and Their CFMs 
 
35.4.1. Loans and Advances to KMPs and their CFMs are detailed below: 
 

2015 2014 2015 2014
Loans and Receivables 6,234,651  2,155,934  6,234,651 2,155,934 

Bank Group

 

 
35.4.2. Credit Card Facilities to KMPs and their CFMs are detailed below: 
 

2015 2014 2015 2014
Loans and Receivables 31,820      2,008      31,820      2,008         

Bank Group

 

35.4.3. Deposits and Investments from KMPs and their CFMs are detailed below: 
 

2015 2014 2015 2014
Deposits 6,154,331        4,465,185        6,154,331 4,465,185 

puorGknaB

 

 
35.5. Transactions, Arrangements and Agreements involving Entities which are controlled and / or 
jointly controlled by the KMPs or their CFMs 
 

2015 2014 2015 2014
Loans & receivables 218,815,352       109,303,383         218,815,352  109,303,383  

065,162,8stisopeD            4,506,702             8,261,560      4,506,702      
227,076,912       113,810,085         227,076,912  113,810,085  

puorGknaB
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35.6. Transactions with Subsidiaries 
Subsidiary Name: BNB Securities Limited 
 

31st December 2015 2014 2015 2014
Transactions
Interest paid on deposits 610,125           553,525           -           -           

Outstanding Balances at year end
Balances in Current, Savings & Fixed Deposits 9,533,332        8,634,454        -           -           
Company's contribution to its capital 500,000           500,000           -           -           
Payable on account of investment in RSEBL 
transferred to BNB 500,000           500,000           -           -           

Bank Group

 

 
36. Events after the Reporting Period 
No circumstances have arisen since the reporting date which would require adjustments to, or 
disclosure in the Financial Statements. 
 

37. Fair value of Financial Instruments 
 
Financial Instruments Recorded at Fair Value 
 
The following is a description of how fair values are determined for financial instruments that 
are recorded at fair value using valuation techniques. These incorporate the Bank’s estimate of 
assumptions that a market participant would make when valuing the instruments. 

Financial Investments Available for sale 
 
Available for sale financial assets (primarily consist of quoted equities and Government debt 
securities) are valued using valuation techniques or pricing models. These assets are valued using 
models that use observable data. 

Trading Assets and Other Assets Measured at Fair Value 
 
Trading assets and other assets measured at fair value are the Government debt securities and 
quoted equities. Government debt securities and quoted equities the Bank uses quoted market 
prices in the active market as at the reporting date. 

Determination of Fair Value and Fair Value Hierarchy 
 
For all financial instruments where fair values are determined by referring to externally quoted 
prices or observable pricing inputs to models, independent price determination or validation is 
obtained. In an inactive market, direct observation of a traded price may not be possible. In these 
circumstances, the Bank uses alternative market information to validate the financial 
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instrument’s fair value, with greater weight given to information that is considered to be more 
relevant and reliable.                                                                                                                                                                                                                                          

Fair values are determined according to the following hierarchy: 
 
Level 1 - Quoted Market Price (unadjusted): financial instruments with quoted prices for 
identical instruments in active markets.     

Level 2 - Valuation Technique using observable inputs: financial instruments with quoted prices 
for similar instruments in active markets or quoted prices for identical or similar instruments in 
inactive markets and financial instruments valued using models where all significant inputs are 
observable.             

Level 3 - Valuation Technique with significant unobservable inputs: financial instruments valued 
using valuation techniques where one or more significant inputs are unobservable. 

The following table shows an analysis of financial instruments recorded at fair value by level of the 
fair value hierarchy 

Level I Level II Level III Level I Level II Level III
31st December 2015
Financial Investment Available For sale -         -           158,260,357 -         -           158,260,357 
Staff Loan -         -           191,219,375 -         191,219,375 

31st December 2014
Financial Investment Available For sale -         -           83,103,302   -         -           83,103,302   
Staff Loan -         -           133,030,809 -         -           133,030,809 

Bank Group

 
A. Determination of fair value hierarchy (contd,) 
The following describes the methodologies and assumptions used to determine fair values for 
those financial instruments which are not already recorded at fair value in the Financial 
Statements. Assets for which Fair Value Approximates Carrying Value for financial assets and 
liabilities that have short term maturity is assumed that the carrying amounts approximate their 
fair value. This assumption is also applied to demand deposits and saving deposits which do not 
have a specific maturity.                                                                                                                                                       

 

Fixed Rate Financial Instruments  

The fair value of fixed rate financial assets & liabilities carried at amortized cost are estimated by 
comparing market interest rates when they were first recognized with current market rates for 
similar financial instruments. The estimated fair value of fixed interest bearing deposits is based 
on discounted cash flows using prevailing money market interest rates for debts with similar 
credit risk and maturity. 
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For quoted debt issued 

The fair values are determined based on quoted market prices. For those not issued where quoted 
market prices are not available, a discounted cash flow model is used based on a current interest 
rate yield curve appropriate for the remaining term to maturity and credit spreads.  

For other variable rate instruments 

An adjustment is also made to reflect the change in required credit spread since the instrument 
was first recognized. Set out below is a comparison, by class, of the carrying amounts and fair 
values of the Bank’s financial instruments that are not carried at fair value in the Financial 
Statements. This table does not include the fair values of non-financial assets and non-financial 
liabilities. 

31st December Carrying Value Fair Value Carrying Value Fair Value
Financial Assets
Cash & cash equivalents 3,218,820,420    3,218,820,420    5,610,201,525    5,610,201,525    
Balances with Central Bank 5,143,875,234    5,143,875,234    4,387,186,826    4,387,186,826    
Placements with Banks 1,665,026,712    1,665,026,712    859,462,671       859,462,671       
Loans & Advances to Customers 19,570,868,060  12,663,487,232  17,224,255,581  14,609,003,518  
Investments in Subsidiaries 500,000              500,000              500,000              500,000              
Investments in Associates 91,463,480         91,463,480         91,463,480         91,463,480         
Financial Investments Available for 
Sale 200,321,357       200,321,357       104,978,302       104,978,302       
Investment's in Bonds 116,952,968       118,489,993       116,952,968       118,404,840       
Other Financial Assets 60,686,060         60,686,060         71,520,790         71,520,790         

Financial Liabilities
Due to Banks 5,308,457,911    4,636,439,744    5,798,719,895    6,020,221,882    
Due to Customers 16,563,920,373  17,229,132,810  15,075,874,139  15,023,863,730  
Debts Issued & Other Borrowed 
Funds 876,457,534       749,934,282       876,375,342       734,223,226       
Unclaimed Balances 34,546,203         34,546,203         37,336,461         37,336,461         
Other Liabilities 20,493,001         20,493,001         12,310,161         12,310,161         

2015 2014
Bank (Nu)

 



95Annual Report 2015    “Your Relationship Bank”

31st December Carrying Value Fair Value Carrying Value Fair Value
Financial Assets
Cash & cash equivalents 3,218,820,420   3,218,820,420    5,610,201,525    5,610,201,525    
Balances with Central Bank 5,143,875,234   5,143,875,234    4,387,186,826    4,387,186,826    
Placements with Banks 1,665,026,712   1,665,026,712    859,462,671       859,462,671       
Loans & Advances to Customers 19,570,868,060 12,663,487,232  17,224,255,581  14,609,003,518  
Investments in Associates 108,756,377      108,756,377       105,647,101       105,647,101       
Financial Investments Available for 
Sale 200,321,357      200,321,357       105,478,302       105,478,302       
Investment's in Bonds 116,952,968      118,489,993       116,952,968       118,404,840       
Other Financial Assets 60,686,060        60,686,060         71,520,790         71,520,790         

Financial Liabilities
Due to Banks 5,298,924,579   4,636,439,744    5,790,085,442    6,012,548,605    
Due to Customers 16,563,920,373 17,229,132,810  15,075,874,139  15,023,863,730  
Debts Issued & Other Borrowed 
Funds 876,457,534      749,934,282       876,375,342       734,223,226       
Unclaimed Balances 34,546,203        34,546,203         37,336,461         37,336,461         
Other Liabilities 21,057,826        21,057,826         12,437,668         12,437,668         

2015 2014
Group (Nu)

 
 
 
  
38. Credit Risk 
 

The amount and type of collateral required depends on an assessment of the credit risk of the 
counterparty. Guidelines are in place covering the acceptability and valuation of each type of 
collateral. The main types of collateral obtained are, as follows: For commercial lending, charges 
over real estate properties, inventory and trade receivables. For retail lending, mortgages over 
residential properties. 

The Bank also obtains guarantees from parent companies for loans to their subsidiaries. 
Management monitors the market value of collateral and will request additional collateral in 
accordance with the underlying agreement. It is the Bank’s policy to dispose of repossessed 
properties in an orderly manner. The proceeds are used to reduce or repay the outstanding claim. 
In general, the Bank does not occupy repossessed properties for Business use. 

The following table shows the maximum exposure to credit risk by class of financial asset. It 
further shows the total fair value of collateral, any surplus collateral (the extent to which the fair 
value of collateral held is greater than the exposure to which it relates), and the net exposure to 
credit risk. 
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31st December 2015
 Maximum 

Exposure to 
credit Risk (Nu) 

Net Collateral Net Exposure

Financial Assets
Cash & cash Equivalents 3,218,820,420    -                         3,218,820,420   
Cash & Balances with Central Bank 5,143,875,234    -                         5,143,875,234   
Placement with other Banks 1,665,026,712    -                         1,665,026,712   
Loans & Advances to Customers 19,570,868,060  19,107,475,467  463,392,593      
Financial Investments Available for Sale 200,321,357       -                         200,321,357      
Investment's in Bonds 116,952,968       -                         116,952,968      
Other Financial Assets 60,686,060         -                         60,686,060        

Bank (Nu)

 

31st December 2015
 Maximum 

Exposure to 
credit Risk (Nu) 

Net Collateral Net Exposure

Financial Assets
Cash & cash Equivalents 3,218,820,420   -                         3,218,820,420   
Cash & Balances with Central Bank 5,143,875,234   -                         5,143,875,234   
Placement with other Banks 1,665,026,712   -                         1,665,026,712   
Loans & Advances to Customers 19,570,868,060 19,107,475,467 463,392,593      
Financial Investments Available for Sale 200,321,357      -                         200,321,357      
Investment's in Bonds 116,952,968      -                         116,952,968      
Other Financial Assets 60,686,060        -                         60,686,060        

Group (Nu)

 

31st December 2014
 Maximum 

Exposure to 
credit Risk (Nu) 

Net Collateral Net Exposure

Financial Assets
Cash & cash Equivalents 5,610,201,525   -                         5,610,201,525   
Cash & Balances with Central Bank 4,387,186,826   -                         4,387,186,826   
Placement with other Banks 859,462,671      -                         859,462,671      
Loans & Advances to Customers 17,224,255,581 16,898,859,016 325,396,565      
Financial Investments Available for Sale 104,978,302      -                         104,978,302      
Investment's in Bonds 116,952,968      -                         116,952,968      
Other Financial Assets 71,520,790        -                         71,520,790        

Bank (Nu)
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31st December 2014
 Maximum 

Exposure to 
credit Risk (Nu) 

Net Collateral Net Exposure

Financial Assets
Cash & cash Equivalents 5,610,201,525   -                         5,610,201,525   
Cash & Balances with Central Bank 4,387,186,826   -                         4,387,186,826   
Placement with other Banks 859,462,671      -                         859,462,671      
Loans & Advances to Customers 17,224,255,581 16,898,859,016 325,396,565      
Financial Investments Available for Sale 105,478,302      -                         105,478,302      
Investment's in Bonds 116,952,968      -                         116,952,968      
Other Financial Assets 71,520,790        -                         71,520,790        

Group (Nu)

 
 
Credit quality by class of financial asset 
The tables below show the credit quality by the class of asset for all financial assets exposed to 
credit risk, based on the Bank’s internal credit rating system. The amounts presented are net of 
impairment allowances. 

 
Definition of Past Due 
The Bank considers that any amounts uncollected one day or more beyond their contractual due date as 
‘past due’. 
 

31st December 2015
 Neither past due 
nor Individually 

impaired 

Past due but not 
impaired

Individually 
Impaired Total

Cash & cash Equivalents 3,218,820,420       -                         -                             3,218,820,420 
Cash & Balances with Central 
Bank 5,143,875,234       -                         -                             5,143,875,234 
Placement with other Banks 1,665,026,712       -                         -                             1,665,026,712 
Loans & Advances to 
Customers      15,624,078,520     3,883,922,670          62,866,870   19,570,868,060 
Investments in Subsidiaries                  500,000 -                         -                                       500,000 
Investments in Associates             91,463,480 -                         -                                  91,463,480 
Financial Investments 
Available for Sale           200,321,357 -                         -                                200,321,357 
Financial Investments Held to 
Maturity                              - -                         -                                                  - 
Investment's in Bonds           116,952,968 -                         -                                116,952,968 
Other Financial Assets             60,686,060 -                         -                                  60,686,060 

26,121,724,752     3,883,922,670   62,866,870        30,068,514,292 

Bank (Nu)
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Age Analysis of past due (i.e. facilities in arrears of 1 day and above) but not impaired loans by Class of 
Financial Assets. 

< 30 Days 31-60 Days 61-90 Days > 90 days Total
Loans & receivables to 
banks -                      -                      -                   -                      -                      
Loans & receivables to 
other customers 1,667,154,742   1,245,805,275   535,325,915   435,636,739      3,883,922,670   

Past due but not impaired

 

31st December 2015
 Neither past due 
nor Individually 

impaired 

Past due but not 
impaired

Individually 
Impaired Total

Cash & cash Equivalents 3,218,820,420      -                         -                              3,218,820,420 
Cash & Balances with Central 
Bank 5,143,875,234      -                         -                              5,143,875,234 
Placement with other Banks 1,665,026,712      -                         -                              1,665,026,712 
Loans & Advances to 
Customers 15,624,078,520    3,883,922,670   62,866,870           19,570,868,060 
Investments in Associates 108,756,377         -                         -                                 108,756,377 
Financial Investments 
Available for Sale 200,321,357         -                         -                                 200,321,357 
Financial Investments Held to 
Maturity -                           -                         -                                                   - 
Investment's in Bonds 116,952,968         -                         -                                 116,952,968 
Other Financial Assets            60,686,060 -                         -                                   60,686,060 

    26,138,517,649 -                         -                            30,085,307,189 

Group (Nu)

 
Age Analysis of past due (i.e. facilities in arrears of 1 day and above) but not impaired loans by Class of 
Financial Assets. 

< 30 Days 31-60 Days 61-90 Days > 90 days Total
Loans & receivables to 
banks 
Loans & receivables to 
other customers 1,667,154,742 1,245,805,275 535,325,915 435,636,739   3,883,922,670 

Past due but not impaired
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31st December 2014
 Neither past due 
nor Individually 

impaired 

Past due but not 
impaired

Individually 
Impaired Total

Cash & cash Equivalents 5,610,201,525     -                         -                         5,610,201,525     
Cash & Balances with Central 
Bank 4,387,186,826     -                         -                         4,387,186,826     
Placement with other Banks 859,462,671        -                         -                         859,462,671        
Loans & Advances to 
Customers 13,291,362,175   3,932,893,406   -                         17,224,255,581   
Investments in Subsidiaries 500,000               -                         -                         500,000               
Investments in Associates 91,463,480         -                        -                        91,463,480         
Financial Investments 
Available for Sale 104,978,302       -                        -                        104,978,302       
Investment's in Bonds 116,952,968       -                        -                        116,952,968       
Other Financial Assets 71,520,790         -                        -                        71,520,790         

24,533,628,736   3,932,893,406   -                         28,466,522,142   

Bank (Nu)

 
Age Analysis of past due (i.e. facilities in arrears of 1 day and above) but not impaired loans by Class of 
Financial Assets. 

< 30 Days 31-60 Days 61-90 Days > 90 days Total
Loans & receivables to 
banks 
Loans & receivables to 
other customers 1,769,646,887     1,274,685,796     499,970,599    388,590,125       3,932,893,406 

Past due but not impaired

 

31st December 2014
 Neither past due 
nor Individually 

impaired 

Past due but not 
impaired

Individually 
Impaired Total

Cash & cash Equivalents 5,610,201,525    -                        -                        5,610,201,525    
Cash & Balances with Central 
Bank

4,387,186,826    
-                        -                        4,387,186,826    

Placement with other Banks 859,462,671       -                        -                        859,462,671       
Loans & Advances to 
Customers

13,291,362,175  
3,932,893,406   -                        17,224,255,581  

Investments in Associates 105,647,101       -                        -                        105,647,101       
Financial Investments 
Available for Sale 105,478,302       -                        -                        105,478,302       
Investment's in Bonds 116,952,968       -                        -                        116,952,968       
Other Financial Assets 71,520,790         -                        -                        71,520,790         

Total 24,547,812,357   3,932,893,406   -                         28,480,705,763   

Group (Nu)
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Age Analysis of past due (i.e. facilities in arrears of 1 day and above) but not impaired loans by Class of 
Financial Assets. 

< 30 Days 31-60 Days 61-90 Days > 90 days Total
Loans & receivables to 
other customers

1,769,646,887 1,274,685,796 499,970,599 388,590,125    3,932,893,406 

 
 
Analysis of Risk Concentration 
 

Risk concentrations: maximum exposure to credit risk without taking into account of any 
collateral and other credit enhancements. The Concentration risk is monitored/managed through 
borrower/group, Sector, product etc. The following tables show the maximum exposure to credit 
risk for the components of the Statement of Financial Position, including geography of 
counterparty, and sector. 
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Note 41: RMA Disclosures 

Qualitative Disclosures 

Capital Adequacy Ratio 

The capital of the bank consists of Tier 1, which forms a core capital and Tier 2, which is a supplementary 
capital. Tier 1 capital constitutes paid up capital; general reserves; share premium; and retained earnings, 
which has increased by 4.16% as compared to 2014. The increase in general reserve by about 12% largely 
contributed to increase in the Tier I capital.  

The Tier 2 capital consists of Exchange Fluctuation Reserve, Research and Development Fund, General 
Provisions and Subordinated Debts. As required under section 6.3.2 of RMA Prudential Regulation, Tier 
2 capital is to be reduced by 20% of the subordinated debts with remaining maturity of 5 years and the 
same has been adjusted. Tier 2 capital has increased 18.33% which was mainly due to the increase in the 
bond redemption reserve. 

The capital adequacy ratio as on the reporting date stands at 23.36%, as compared to 25.65% in year 
2014. The decrease is attributable to increase in the total risk weighted assets by 17% (mainly due to 
increase in the loans & advances) and a nominal increase in the capital of 6.28%. Further, during the year, 
as required under Section 2.5.2 (b) of RMA Prudential Regulation, the bank has made an adjustment for 
non-performing loans of related parties while assessing the capital adequacy ratio. 

Non-performing Loans & Provisioning 

Loans and advances of the Bank has been classified under non-performing as per the definition provided 
in section 9.5.1 of the RMA PR 2002. The gross NPL stands at 6.05% and net NPL stands at -0.67% as 
against 6.49% and -1.91% in year 2014 respectively. The percentage of gross non-performing loans have 
decreased by about 7% as compared to last year, however in absolute amount, the gross NPL has 
increased by 4.60%. 

General provisions of 1% and 1.5% are allocated against exposures classified as Standard and Watch 
respectively. Specific provisions of 15%, 50% and 100% are provided for term loans classified under sub-
standard, doubtful and Loss/litigation/suspended and 15% and 100% for Overdraft/working capital loans 
classified as sub-standard, doubtful and Loss/litigation/suspended respectively. The general provision 
provided by the Bank has increased by 12% from 2014 but specific provision has decreased by 15% from 
2014.  

Risk Management 

BNBL has introduced risk management function formally from 2015 to monitor and manage various risks 
the Bank is exposed to. The bank has now a comprehensive written policy on Risk Management to identify, 
measure, manage and mitigate the risk. The policy also has a detailed controlling tools, methodologies and 
reporting principles. The risk function is in the process of implementation. The major risks the policy 
emphasizes are Credit Risk, Market Risk and Operational Risk. 

The risk governance structure is defined in three tiers, namely the Board Level Committee, Management 
Level Committee and Functional Risk Organization. Under Functional Risk Organization, we have Risk 
Management Department (RMD) which consists of three sub units, namely, Credit Risk Management Unit, 
Market Risk Management Unit and Operational Risk Management Unit. However, presently these Units 
are not handled separately by different personnel but managed together under RMD.  As the Risk function 
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matures in the Bank, the said Units will be handled by experienced personnel in the future reporting to Head 
of Risk. 

Credit Risk forms the major risk of the Bank. The Bank has a robust credit approval process in place to 
assess the worthiness of a client to receive credit. A state of the art credit scoring model has been developed 
and in use to capture both quantitative and qualitative risk factors of the corporate clients-registered 
companies. The credit scoring model will generate a final score for the client which will enable the Bank 
to take a prudent lending decision. 
 
Under Credit Risk we monitor the concentration risk- single borrower limit, group borrower limit, sector 
limit rating grade concentration and also the prohibited industry/ sector or product and. These risks are 
managed well within the pre-approved limits as of 30.09.2015. 
 

Under market risk, the Bank monitors the net foreign exchange position, movement of equity/commodity 
prices and Interest rate risk. A tolerance limit for net FX position has been set by the Board, which is less 
than 7% of capital fund. The FX risk is assumed within the approved threshold. Currently there is no 
tolerance limit defined for equity/commodity risk and the Interest Rate Risk. 

Operational Risk is enterprise-wide. The Bank has implemented robust measures and processes in all 
operational areas in accordance with the standard operational procedures (SOP) and anti-money laundering 
and combating the financing of terrorism policy.  

Besides the above risks, the Bank also monitors liquidity risk, reputation risk, strategic risk which are 
material to the Bank.  
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Quantitative Disclosure 

The disclosures are as per the requirements under section 3.2.2 of Macro-prudential rules and regulations–
Disclosure Requirements and the figures are presented in 000 Ngultrum unless specified. However, the 
bank without proper written guidelines from the regulator has not disclosed Item 7, 8 and 9. 

 

Item 1: Tier 1 Capital and its sub-components 

Sl.No Current Period COPPY
1 Total Tier 1 Capital
a Paid-Up Capital 3,548,077          3,548,077       
b General Reserves 2,381,550          2,131,072       
c Share Premium Account 34,023              34,023            
d Retained Earnings 175,466            180,932          

Less:-
e Losses for the Current Year -                      -                     

 
Item 2: Tier 2 Capital and its sub-components 
 
Sl.No Current Period COPPY

1 Tier II Capital
a Capital Reserve -                      -                      
b Fixed Assets Revaluation Reserve -                      -                      
c Exchange Fluctuation Reserve 106,543            77,784              
d Investment Fluctuation Reserve -                      -                      
e Research and Development Fund 354,000            124,000            
f General Provision 205,968            183,745            
g Capital Grants -                      -                      
h Subordinated Debt 850,000            850,000            
i Profit for the Year -                      -                       

Item 3: Risk weighted Assets (Current Year and COPPY) 

Current year 

Sl.No Assets Balance Sheet 
Amount

Risk 
Weight %

Risk Weighted 
Asset

1 Zero-Risk Weighted Assets 6,430,073        0% -                   
2 20% Risk Weighted Assets 3,733,858        20% 747                  
3 50% Risk Weighted Assets 704,634           50% 352                  
4 100% Risk Weighted Assets 9,451,559        100% 9,452                
5 150% Risk Weighted Assets 10,115,569       150% 15,173              
6 200% Risk Weighted Assets -                     200% -                      
7 250% Risk Weighted Assets -                     250% -                      
8 300% Risk Weighted Assets 446,954           300% 1,341                 
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COPPY 

Sl.No Assets Balance Sheet 
Amount

Risk 
Weight %

Risk Weighted 
Asset

1 Zero-Risk Weighted Assets 7,238,045        0% -                      
2 20% Risk Weighted Assets 3,688,281        20% 738                  
3 50% Risk Weighted Assets 525,701           50% 263                  
4 100% Risk Weighted Assets 7,791,176        100% 7,791                
5 150% Risk Weighted Assets 8,970,119        150% 13,455              
6 200% Risk Weighted Assets -                     200% -                      
7 250% Risk Weighted Assets -                     250% -                      
8 300% Risk Weighted Assets 568,555           300% 1,706                 

 

Item 4: Capital Adequacy ratios 

Current Period COPPY
Tier 1 Capital 6,139,116          5,894,104            
Of which Counter-cyclical Capital Buffer 
(CcyB) (if applicable)
Of which Sectoral Capital Requirements (SCR) 
(if applicable)

Sector 1
Sector 2
Sector 3

Tier 2 Capital 1,348,119          1,151,000            
Total Qualifying capital 7,487,235          7,045,105            
Core CAR 19.15% 21.46%
Of which CcyB (if applicable) expressed as % 
of RWA
Of which SCR (if applicable) expressed as % 
of Sectoral RWA

Sector 1
Sector 2
Sector 3

CAR 23.36% 25.65%
Leverage Ratio 17.83% 18.74%  

  



120 Annual Report 2015    “Your Relationship Bank”

Item 5: Loans and NPL by Sectoral Classification 
 

Total Loans NPL Total Loans NPL
a. Agriculture 714                 410              705                   420              
b. Manufacturing/Industry 2,936,473       271,947       3,432,261         357,488       
c. Service & Toursim 3,490,142       267,380       2,992,778         57,121         
d. Trade & Commerce 5,376,308       357,441       3,857,379         439,726       
e. Housing 6,473,261       249,036       5,774,983         205,891       
f. Transport 789,899          50,021         680,900            77,892         
g. Loans to Purchase Securities 83,434            799              110,488            844              
h. Personal Loan/LDCL/CC 495,566          63,834         618,236            66,420         
i. Education Loan -                     -                   -                       -                   
j. Loan Against Term Deposit 152,397          41                100,769            525              
k. Loans to FI (s) -                     -                   -                       -                   
l. Infrastructure Loan -                     -                   -                       -                   
m. Staff Loan (incentive) 253,846          2,367           206,954            564              

n.
Loans to Govt. Owned 
Corporation 561,017          154              662,478            177              

o. Consumer Loan (GE) 464,015          10,708         330,661            11,090         
Total 21,077,073     1,274,137    18,768,592       1,218,160    

Current Period COPPYS.No Sector

 

 

Item 6: Loans (Over-draft and term loans) by type of counter-party 
 

S.No Counter- party Current Period COPPY
1 Overdrafts
a. Governments -                           -                           
b. Governments Corporation -                           -                           
c. Public Companies 85,567                   536,806                 
d. Private Companies 4,951,164               4,000,832               
e. Individuals 110,352                 47,489                   
f. Commercial Banks -                           -                           
g. Non-Bank Financial Institutions 100,030                 -                           
2 Term Loans -                           -                           
a. Governments -                           -                           
b. Governments Corporation -                           -                           
c. Public Companies 561,283                 662,301                 
d. Private Companies 5,197,264               4,613,780               
e. Individuals 10,015,182             8,893,467               
f. Commercial Banks -                           -                           
g. Non-Bank Financial Institutions 36,104                   -                            
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Item 10: Non Performing Loans and Provisions 
 
Sl No Current Period COPPY

1 Amount of NPLs (Gross)
a. Substandard 360,577                 197,048                 
b. Doubtful 220,804                 353,847                 
c. Loss 692,756                 667,265                 
2 Specific Provisions
a. Substandard 61,027                   35,608                   
b. Doubtful 99,132                   175,303                 
c. Loss 878,974                 1,014,979               
3 Interest - in -Suspense
a. Substandard 9,742                     5,427                     
b. Doubtful 19,161                   25,899                   
c. Loss 132,868                 106,457                 
4 Net NPLs 
a. Substandard 289,809                 156,012                 
b. Doubtful 102,511                 152,644                 
c. Loss 319,086-                 454,171-                 
5 Gross NPLs to Gross Loans 6.05% 6.49%
6 Net NPLs to Net Loans -0.67% -1.91%
7 General Provision
a. Standard 174,307.49             152,235.74             
b. Watch 31,660.56              31,509.60               
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Item 11: Assets and Investments 

Sl No Investment Current Period COPPY
1 Marketable Securities (Interest Earning)

a RMA Securities -                      997,776             
b RGOB Bonds/Securities -                      -                       
c Corporate Bonds 115,332            115,332             
d Others -                      -                       

Sub-total 115,332           1,113,108        
2 Equity Investments

Public Companies 119,563            105,313             
Private Companies -                      -                       
Commercial Banks 2,500                2,500                 
Non-Bank Financial Institutions 40,794              20,608               

i Specific Provisions -                    
3 Fixed Assets

j Fixed Assets (Gross) 572,605            398,254             

k Accumulated Depreciation 214,174            187,101             
l Fixed Assets (Net Book Value) 358,431            211,152             

Less

Less

 

 

Item 12: Foreign exchange assets and liabilities (Current Period and COPPY)  

 

Assets in 
Foreign 

Currency

Liabilities in 
Foreign 

Currency

Net Short Term 
Position

Assets in 
Foreign 

Currency

Liabilities 
in Foreign 
Currency

Long Term 
Net Position

OVERALL 
NET 

POSITION

Overall 
Net 

Position/
Core 

Capital
1 2 3= 1 - 2 4 5 6 = 4 - 5 7 = 3 + 6 8

USD 615.18 (159.19)339.02 (303.82)276.16 (-144.63) 445.38 (152.58) -                445.38 (152.58)721.55 (7.95) 11.75 (0.13)
SG $ 0.82 (0.54) -                     0.82 (0.54) -                    -                -                    0.82 (0.54) 0.01 (0.01)
EURO 67.27 (61.99) 41.86 (3.68) 25.4 (58.31) -                    -                -                    25.4 (58.31) 0.41 (0.99)
AUD 70.8 (39.87) -                     70.8 (39.87) -                    -                -                    70.8 (39.87) 1.15 (0.68)
CAD 0.01 (0) -                     0.01 (0) -                    -                -                    0.01 (0) -              
HKD 0.48 (0.16) -                     0.48 (0.16) -                    -                -                    0.48 (0.16) 0.01 (0)
GBP 37.73 (40.77) -                     37.73 (40.77) -                    -                -                    37.73 (40.77) 0.61 (0.69)
NOK 0 (0.07) -                     0 (0.07) -                    -                -                    0 (0.07) -              
DKK 0.03 (0) -                     0.03 (0) -                    -                -                    0.03 (0) -              
CHF 0.69 (0.09) -                     0.69 (0.09) -                    -                -                    0.69 (0.09) 0.01 (0)
JPY 10.76 (7.14) -                     10.76 (7.14) -                    -                -                    10.76 (7.14) 0.18 (0.12)
INR 405.48 (495.97)22.73 (35.13) 382.74 (460.85) -                    -                -                    382.74 (460.85)6.23 (7.82)
SEK 0.002 (0) -                     0.002 (0) -                    -                -                    0.002 (0) -              

Currency

Liquid Foreign Currency Holdings (Up to Long Term Foreign Currency Nu. In millions
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Item 13: Geographical Distribution of Exposures 

Current Period COPPY Current Period COPPY Current Period COPPY
Demand Deposits held 
with other banks 5,546,601             14,639,929    315,828                365,007   414,827                117,141   
Time deposits held with 
other banks 1,765,969             1,313,013      -                           -               445,601                203,514   
Borrowings 850,000                850,000         -                           -               -                           -               

Domestic India Other

 

 

Item 14: Credit Risk Exposures by collateral 

Sl.No Particular Current Period COPPY
1 Secured Loans 21,070,006        18,763,654        

a.
Loans secured by physical/real estate 
collateral 20,365,579           18,220,432           

b. Loans secured by financial collateral 235,831               211,257               
c. Loans secured by guarantees 468,596               331,965               

2 Unsecured Loans -                         -                         
3 Total Loans 21,070,006        18,763,654         

 

Item 15: Earnings Ratio (%) 

Sl.No Ratio Current Period COPPY
1 Interest Income as a percentage of Average Assets 7.83% 7.91%
2 Non-interest income as a percentage of Average Assets 0.81% 0.64%
b. Operating Profit as a percentage of Average Assets 5.80% 5.46%
c. Return on Assets 3.24% 2.47%
2 Business (Deposits plus advances) per employee 92,265              87,535       
3 Profit per employee 2,192                1,609          

Item 16: Penalties imposed by RMA in the past period 

Sl.No
Reason for Penalty 

Imposed Penalty Imposed Reason for Penalty 
Imposed

Penalty 
Imposed

1 -                            -                      Current Account OD 7.72

Current Period (Year for which the 
disclosure is being made)

Corresponding period of the 
previous year (COPPY)
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Item 19: Concentration of Credit and Deposits 

Sl.No Particular End of Current 
Period COPPY

1 Total Loans to 10 Largest borrowers            4,719,388 3,902,943        
2 As % of total loans 22.39% 20.80%
3 Total deposits of the 10 Largest depositors 10,233,237         9,066,460        
4 As % of total deposits 48.53% 45.11%  

 

Item 20: Exposure of 5 Largest NPL accounts 

Sl.No Particular End of Current 
Period COPPY

1 Five Largest NPL Accounts              353,986 303,183           
2 As % of total NPLs 23.56% 19.32%  
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S.K.MITTAL & CO.                                      E-29, NDSE PART-II, 
CHARTERED ACCOUNTANTS        NEW DELHI-110049 

 Ph. No.: 26258517 
 

INDEPENDENT AUDITORS’ REPORT 
 
To the Members of  
BNB SECURITIES LIMITED 

 
1. Report on the Financial Statements 
We have audited the accompanying financial statements of BNB SECURITIES Limited ("the 
Company"), which comprise the Balance Sheet as at 31st December, 2015, the Statement of 
Profit and Loss and the Statement of Cash Flow for the year ended on that date, and a summary 
of significant accounting policies and other explanatory notes. 
 
2. Management Responsibility for the Financial Statements 
Management is responsible for the preparation of these financial statements in accordance with 
the generally accepted accounting principles and practices followed by the financial institutions 
in Bhutan and with provisions of The Companies Act of the Kingdom of Bhutan 2000, RMA 
Prudential Regulations 2002 and The Financial Services Act of Bhutan 2011 .This responsibility 
includes the design, implementation and maintenance of internal control relevant to the 
preparation and presentation of the financial statements that give a true and fair view of the 
financial position, financial performance and cash flows of the Company and are free from 
material misstatement, whether due to fraud or error. 
 
3. Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with the Standards on Auditing issued by the Institute of 
Chartered Accountants of India. 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 auditor considers internal control relevant to the Company's 
preparation and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of the 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. 
 
 
 



127Annual Report 2015    “Your Relationship Bank”

4. Opinion  
 

i) We have obtained all the information and explanations, which to the best of our 
knowledge and belief were necessary for the purpose of our audit; 

 
ii) In our opinion, proper books of account as required by law have been kept by the 

Company so far as appears from our examination of those books; 
 

iii) The Balance Sheet, Statement of Profit & Loss and Statement of Cash Flow dealt with by 
this report have been prepared on the basis of generally accepted accounting principles 
and practices and as per the provisions of applicable laws, rules and regulations and are in 
agreement with the books of account; 

 
iv) In our opinion and to the best of our information and according to the explanations given 

to us, except for the effects of the matter described elsewhere in this report, the financial 
statements give the information required by The Companies Act of the Kingdom of 
Bhutan 2000, in the manner so required and give a true and fair view: 
a) In the case of the Balance Sheet, of the state of affairs of the Company as at  31st 

December, 2015; 
b) In the case of Statement of Profit and Loss, of the profit for the year ended on that 

date; and 
c) In the case of the Statement of Cash Flow, of the cash flows for the year ended on 

that date. 
 
5. As required by Section 75 of The Companies Act of the Kingdom of Bhutan 2000 read with 

part II of Schedule XIV thereto (Minimum Audit Examination and Reporting Requirements) 
we enclose in the annexure a statement on the matters specified therein to the extent 
applicable to the Company. 

 
 
 Dated: April 25, 2016     For S.K. MITTAL & CO. 
 Place: New Delhi      Chartered Accountants 
       FRN: 001135N 
 
 
 
        
       Partner: Krishan Sarup 
       Membership No. 010633 
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ANNEXURE TO THE AUDITORS’ REPORT 
(REFERRED TO IN PARAGRAPH ‘5’ OF OUR REPORT OF EVEN DATE) 

 
MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS 
 

1. The company has no fixed assets. Fixed assets of Bhutan National Bank Ltd. (BNBL) 
are used by the company since it is a 100% subsidiary of BNBL. 

 
2. The Company has not availed any loan, secured or unsecured from companies, firms or 

other parties or from the companies under the same management. 
 

3. The Company has not granted any loan, secured or unsecured to other companies, firms 
or other parties or to the companies under the same management. 

 
4. The Company has established a system of internal control 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 Company as well as to ensure 
adherence to the rules, regulations, systems and procedures. 

 
5. As explained to us, the transactions in respect of dealing or trading in shares, securities 

and other investments entered into by the Company wherein the Directors are directly or 
indirectly interested are not prejudicial to the interest of the other Shareholders and the 
Company.  

 
6. The Company is generally regular in depositing rates and taxes, duties, provident funds 

and other statutory dues with the appropriate authority. 
 

7. Personal expenses, except under contractual obligations, have not been charged to the 
Company’s accounts. 

 
8. The management of liquid resources particularly cash/bank and short term deposits etc. 

are adequate and that excessive amount are not lying idle in non-interest bearing 
accounts. 

 
9. The activities carried out by the Company are lawful and intra-vires to the license given 

by Ministry of Economic Affairs, Royal Government of Bhutan. 
 

10. The directives of Board of Directors have been complied with. 
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General 

1. Going concern 
Financial statements have been prepared on a going concern basis. However, the 
Company is in the course of merger with its parent company. 
 

2. Ratio Analysis 
Financial and operational ratios of the Company are given below: 
Ratios 2015 2014 
Current Ratio =  
Current Assets/Current liabilities  

1.89 1.37 

Earnings per Share = 
Profit after Tax/Turnover 

23.23% 25.69% 

Return on Investment = 
Profit after Tax/ Capital Employed 

5.99% 8.20% 

 
3. Compliance with The Companies Act of the Kingdom of Bhutan 2000 

In our opinion and on the basis of available records and information the Company has 
complied with the applicable provisions of The Companies Act of the Kingdom of 
Bhutan 2000 except the provision of section 82(1) since only two Board of Directors 
meetings were held during the year 2015. 
 

4. Adherence to Laws, Rules & Regulations 
Audit of the Company is governed by The Companies Act of the Kingdom of Bhutan, 
2000 and the scope of audit is limited to examination and review of the financial 
statements as produced to us by the management. In the course of audit, we have 
considered the compliance of provisions of the said Companies Act and its Article of 
Incorporation and we are unable to state that the Company has been complying with the 
applicable laws (other than the Companies Act), rules and regulations, systems, 
procedures and practices. 
 
 

              
 Dated: April 25, 2016     For S.K. MITTAL & CO. 
 Place: New Delhi      Chartered Accountants 
       FRN: 001135N 
 
 
 
        
       Partner: Krishan Sarup 
       Membership No. 010633 
 



130 annual rePort 2015    “Your Relationship Bank”

PARTICULARS SCHEDULE 31ST DECEMBER 
2015 (Nu.)

31ST DECEMBER 
2014 (Nu.)

CAPITAL AND LIABILITIES

Share Capital 1 500,000                           500,000                       

Reserves & Surplus 2 8,647,171                        8,099,258                    

Current Liabilities & Provisions 3 1,020,698                        735,196                       

TOTAL LIABILITIES 10,167,869                      9,334,454                    

ASSETS

Investment 4 8,237,454 8,327,759                    

Balances with Banks 5 1,295,878 806,695                       

Other Assets 6 634,537 200,000                       

TOTAL ASSETS 10,167,869                      9,334,454                    

Significant Accounting Policies & Notes on Accounts - Schedule 7

The schedules referred to above form part of the Balance Sheet.
This is the Balance Sheet referred to in our report of even date.

For S.K. MITTAL & CO.                                                                                             
Chartered Accountants
FRN: 001135N

 CHAIRPERSONCHIEF EXECUTIVE OFFICER
Partner: Krishan Sarup
M. No: 010633
Dated : April 25, 2016
Place : New Delhi

BNB SECURITIES LIMITED

BALANCE SHEET AS AT 31ST DECEMBER 2015

CHIEF EXECUTIVE OFFICERCHIEF EXECUTIVE OFFICER
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PARTICULARS SCHEDULE 31ST DECEMBER 
2015 (Nu.)

31ST DECEMBER 
2014 (Nu.)

INCOME
Brokerage 1,705,356                2,191,877                     
Interest from banks 610,125                   553,525                        
Other Income 42,853                     -                                    
Total Income 2,358,334                2,745,402                     
EXPENDITURE
Legal & Regulatory Expenses
- Annual Membership Fees -                               75,000                          
- Prepaid Membership Fees -                               75,000                          
- Trading Fees 251,230                   326,845                        
Employment Cost 682,132                   512,753                        
Training Expenses 300,112                   548,817                        
Sitting Fees 50,000                     100,000                        
Mis Expenses -                               700                               
Post Paid Phone Bill -                               6,000                            

License Renewal Fee 5,000                       500                               
Audit Fees 10,300                     10,300                          

Total Expenditure 1,298,774                1,655,915                     

Profit before Tax 1,059,560                1,089,487                     

Less Provision for Taxation 400,827                   384,176                        

Profit after tax 658,734                   705,311                        

Prior Period tax adjustment 110,821                   -                                    

Transfer to Reserves 547,913                   705,311                        

Significant Accounting Policies & Notes on Accounts -Schedule 7
This is the Statement of Profit and Loss referred to in our report of even date.

For S.K. MITTAL & CO.                                                                                             
Chartered Accountants
FRN: 001135N

                                         CHAIRPERSON        CHIEF EXECUTIVE OFFICER
Partner: Krishan Sarup
M. No: 010633
Dated : April 25, 2016
Place : New Delhi

BNB SECURITES LIMITED
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31ST DECEMBER 2015
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SCHEDULES FORMING PART OF BALANCE SHEET

 
31ST DECEMBER 

2015 (Nu.)
31ST DECEMBER 

2014 (Nu.)
Schedules 1 : Share Capital
Authorised Capital
5000 Equity Shares of Nu.100 each 500,000                    500,000                         
Issued, Subscribed and Fully paid up
5000 Equity Shares of Nu.100 each 500,000                    500,000                         

TOTAL 500,000                    500,000                         

Schedule 2 : Reserves and Surplus
General Reserve 
Opening Balance 8,099,258                 7,393,947                      
Add. Transferred from Profit and Loss Account 547,913                    705,311                         

TOTAL 8,647,171                 8,099,258                      

Schedule 3 : Current Liabilities and Provisions
Current Liabilities
Trading Fees Payable 59,571                      127,507                         
Audit fees Payable 10,300                      10,600                           
Provision for Gratuity 3,234                        162,048                         
Provision for Leave Encashment 41,513                      50,865                           
Client deposit payable 505,253                    -                                     

Provisions
Provision for Taxation 400,827                    384,176                         

TOTAL 1,020,698                 735,196                         
Schedule 4 : Investment 
Fixed Deposit 7,600,541                 6,552,986                      
Interest accrued but not due on deposits with Banks 636,913                    1,274,773                      
Investment with RSEBL -                                500,000                         

TOTAL 8,237,454                 8,327,759                      
Schedule 5 : Balances With Banks
Bhutan National Bank (5004027002) 788,620                    804,695                         
Bhutan National Bank (4025008) 506,258                    1,000                             
Bhutan National Bank(4025027) 1,000                        1,000                             

TOTAL 1,295,878                 806,695                         
Schedule 6 : Other Assets
Security Advances -                                200,000                         
TDs on FD 60,603                      -                                     
Advance CIT 73,934                      -                                     
Receivable from BNBL 500,000                    -                                     

TOTAL 634,537                    200,000                         TOTAL 634,537TOTAL 634,537TOTAL 634,537
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31ST DECEMBER 
2015 (Nu.)

31ST DECEMBER 
2014 ((Nu.))

Cash flow from Operating Activities
Profit before taxation 1,059,560                   1,089,487                  
Add: Provision for Gratuity (158,814)                     39,198                       
Add: Provision for leave encashment (9,352)                         7,868                         
Add: Depreciation -                                  -                                 
Less: Interest income from Investment (652,673)                     (553,525)                   
Less : Liability Written Back (300)                            -                                 
Less : Prior Period Item (110,821)                     -                                 
Less: Dividend Received -                                  -                                 
Cash flows before working capital changes 127,600                      583,028                     

Changes in working capital 
(Increase)/ Decrease in Stock -                                  -                                 
(Increase)/ Decrease in Loans/other Assets (434,537)                     2,975                         
Increase/ (Decrease) in Current Liability/Deposits & Provisions 
(other than tax) 437,317                      36                              
Increase/ (Decrease) in Capital & Foreign exchange  Reserves -                                  -                                 

2,780                          3,012                         
Net cash flow before tax 130,380                      586,039                     

Less: Tax Paid 384,176                      261,076                     

Net Cash Flow from Operation Activities (A) (253,796)                     324,963                     

Cash Flow from Investing Activities
Purchase of fixed assets -                                  -                                 
Sale of fixed assets -                                  -                                 
Increase/Decrease in Investments 90,305                        (500,000)                   
Interest Received 652,673                      21,255                       
Dividend received
Net Cash Flow from Investing Activities (B) 742,978                      (478,745)                   

Cash Flow from Financing Activities
Issue of shares -                                  -                                 
Redemption of shares -                                  -                                 
Interest Paid -                                  -                                 
Dividend paid -                                  -                                 
Net Cash Flow from Financing Activities ( C ) -                                  -                                 

Net Increase/(Decrease) in Cash & Cash Equivalent 
(A+B+C) 489,183                      (153,782)                   

Add: Opening cash & cash equivalent 806,695                      960,477                     

Closing Cash & Cash Equivalent 1,295,878                   806,695                     

For S.K. MITTAL & CO.                                                                                             
Chartered Accountants
FRN : 001135N

                                                                       CHAIRPERSON CHIEF EXECUTIVE OFFICER
Partner: Krishan Sarup
M. No: 010633
Dated : April 25, 2016
Place : New Delhi

BNB SECURITES LIMITED
STATEMENT OF CASH FLOW FOR THE YEAR ENDED 31ST DECEMBER 2015
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SCHEDULE 7 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
01. METHOD OF ACCOUNTING  

 
The financial statements have been prepared by following the going concern concept 
on historical cost convention and generally accepted accounting policies & 
procedures (prevailing in the country), unless otherwise stated. 

 
02. REVENUE RECOGNITION  

 
Accrual method of accounting is followed, unless otherwise stated.   

 
03. INVESTMENTS 

 
Investments are stated at acquisition cost. 

 
04. STAFF BENEFITS  

 
a) Gratuity liability is provided on an estimated basis, presuming that all employees 

cease to work as at the year-end. 
b) Bonus is accounted for on cash basis. 
c) Leave encashment liability is provided on the basis of leave accrued to the 

employees as at the end of the year considering the last basic pay of each 
employee. 

 
 
NOTES ON ACCOUNTS 
 

a) Chetrums have been rounded to the nearest Ngultrum. 
b) Previous year’s figures have been rearranged and regrouped, wherever considered 

necessary. 
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